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A mixed bag     
Slightly better-than-expected growth, but yield remained under pressure 
as NPLs rose further 
Muthoot Finance’s consolidated NII/PPOP/PAT were 2%/4%/3% below expectations 
and the miss was caused by decline in portfolio yield, higher non-employee opex and 
increase in BS liquidity (significant increase in borrowings), even as the credit cost was 
materially lower (aided by ARC sale of ~Rs7bn NPLs). Consolidated AUM growth stood 
at 3.5% qoq/23.5% yoy, constituting of 2.2% qoq/19.5% yoy growth in Gold Loans, 
12.4% qoq/53% yoy growth in Belstar MFI and 12.5% qoq/36% yoy growth in HL + VF 
portfolio. There was a significant 20% qoq increase in NPLs adj. for ARC Sale, mainly 
representing fwd. flow of stressed accounts in Stage-2 as of June (Stage-2 declined by 
similar extent). Annualized RoA/RoE for the quarter stood at 5%/20%. 

Growth metrics in Gold Loans has been improving gradually  
Growth in active GL customer base was 3.3% qoq (adjusted for ARC Sale), which was 
highest in the past eight quarters and much better than 1.7% qoq growth in preceding 
two quarters. There was further improvement in the traction of new customer 
acquisition (six-quarter high) and old customer reactivation (six -quarter high), while 
additional loan to existing active customers was maintained at higher level. Additionally, 
there was some moderation in customer attrition/loan closures. Renewed growth in 
customer base over the past three quarters, after a decline over the preceding five 
quarters, has been a function of augmented advertising & local marketing activity and 
bettered incentive/reward schemes/contest for branches. Management remains 
sanguine about Gold Loans portfolio growth (had guided 10-15% growth for FY24 in 
Q1 earnings call). While this looks comfortably achievable based on current pace of 
customer accretion and extant gold prices, the resolution (unless rolled over) of high 
NPLs (4%) would be a drag.        

Spread guidance lowered to 9-9.5%  
The sequential decline of 40 bps in GL portfolio yield came as a negative surprise. With 
customer/portfolio mix largely stable (implied by steady avg. pledge per customer), the 
yield reduction was mainly driven by de-recognition of interest income (~Rs1bn) on 
new NPLs. This along with marginal increase in CoF drove 50 bps spread compression 
to 9.2%, which was at multi-quarter low. Management now expects spread to settle in 
the band of 9-9.5% v/s its earlier expectation of 10%. The yield should stabilize near 
the current level of 17.7% in the absence of further NPL addition, and it can improve 
marginally with NPL resolution. Management expects CoF to further inch-up in the 
current quarter.      

Trim estimates, but maintain BUY; NPL resolution would be the key 
monitorable   
Our earnings estimate for FY24/25 undergo 2%/5% cut on lowering of margin/spread 
assumptions, even as AUM growth has been mildly upgraded for both years. The 
incremental re-rating of the stock hinges on continuance of healthy customer growth, 
stable-to-rising gold prices and stabilization of yield with resolution of NPLs. The stock 
trades at 10x PE and 1.8x PABV on FY25 estimates. We retain BUY with revised 12m 
PT of Rs1520.             

 

 

 

 

Reco : BUY 

CMP : Rs 1,273 

Target Price : Rs 1,520 

Potential Return : 19.4% 

 

Stock data (as on Nov 10, 2023) 

Nifty 19,425 
52 Week h/l (Rs) 1380 / 911 
Market cap (Rs/USD mn) 527215 / 6332 
Outstanding Shares (mn)  401  
6m Avg t/o (Rs mn):  599  
Div. yield (%):  1.7  
Bloomberg code:  MUTH IN  
NSE code:  MUTHOOTFIN  

 
Stock performance  

 1M 3M 1Y 

Absolute return  4.5% -6.7% 15.2% 
 
Shareholding pattern 

Promoter 73.4% 
FII+DII 22.8% 
Others 3.9% 

 
∆ in stance 
(1-Yr) New Old 
Rating BUY BUY 
Target Price 1,520 1,540 

 

∆ in earnings estimates 

 FY24e FY25e FY26e 
EPS (New) 107.2 126.9 144.2 

EPS (Old) 109.5 133.0 - 

% Change -2.1% -4.6% - 
 
Financial Summary 
(Rs mn) FY24E FY25E FY26E 
Op. income 91,535  104,065  117,291  
PPOP 61,620  71,008  80,618  
Net profit 43,044  50,947  57,872  
Growth (%) 17.3  18.4  13.6  
EPS (Rs) 107.2  126.9  144.2  
ABVPS (Rs) 615.5  707.4  816.6  
P/E (x) 11.9  10.0  8.8  
P/ABV (x) 2.1  1.8  1.6  
ROE (%) 18.6  19.2  18.9  
ROA (%) 5.0  5.3  5.4  
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Exhibit 1: Result table 

(Rs mn) Q2 FY24 Q1 FY24 % qoq Q2 FY23 % yoy 

Total Operating Income  36,061   34,717   3.9   28,249   27.7  

Interest expended  (13,350)  (12,359)  8.0   (10,205)  30.8  

Net Interest Income  22,711   22,358   1.6   18,043   25.9  

Other Income  258   370   (30.2)  170   51.7  

Total Income  22,969   22,728   1.1   18,214   26.1  

Operating expenses  (7,456)  (7,074)  5.4   (5,708)  30.6  

PPOP  15,514   15,654   (0.9)  12,506   24.1  

Provisions  (811)  (1,586)  (48.8)  (438)  85.4  

PBT  14,702   14,068   4.5   12,068   21.8  

Tax  (3,749)  (3,620)  3.6   (3,051)  22.9  

PAT  10,953   10,447   4.8   9,016   21.5  

Source: Company, YES Sec 

 

Exhibit 2: AUM Break-up 

(Rs mn) Q2 FY24 Q1 FY24 % qoq Q2 FY23 % yoy 

 AUM   794,934   767,987   3.5   643,556   23.5  

   Gold Loans (Parent)   675,171   660,388   2.2   565,014   19.5  

   Other Loans (Parent)   14,845   15,997   (7.2)  7,289   103.7  

   Home Finance    16,157   15,007   7.7   14,197   13.8  

   Belstar MFI   78,741   70,082   12.4   51,381   53.2  

   Muthoot Money   6,302   4,961   27.0   2,337   169.7  

   Asia Asset Finance   5,018   5,352   (6.2)  4,338   15.7  

   Less: Intra group loan assets   (1,300)  (3,800)   (1,000)  

Source: Company, YES Sec 

 

Exhibit 3: Key Ratios - Consolidated 

 Particulars Q2 FY24 Q1 FY24 chg qoq Q2 FY23 chg yoy 

  Op Income as % of Avg. AUM  18.5   18.7   (0.3)  17.7   0.8  

  Int. Expense as % of Avg. AUM  6.8   6.7   0.2   6.4   0.4  

  NII as % of Avg. AUM  11.6   12.1   (0.4)  11.3   0.3  

  Cost to Income (%)  32.5   31.1   1.3   31.3   1.1  

  Prov. as % of Avg. AUM  0.4   0.9   (0.4)  0.3   0.1  

  RoA (%)  5.8   6.0   (0.2)  6.1   (0.3) 

  Gross NPA (%) – Standalone  4.0   4.3   (0.3)  1.7   2.3  

Source: Company, YES Sec 
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Exhibit 4: Gold Loans Customer Matrix 

Particulars Q2 FY23 Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 

Loans to inactive customers (no.)  402,622   381,683   401,638   412,206   428,114  

Loans to new customers (no.)  322,521   308,438   333,907   355,760   360,620  

Loans to exist. cust. on new coll. (no)  683,573   647,334   660,475   744,800   739,138  

No of loan accounts  8,159,960   8,105,770   8,146,997   8,335,866   8,494,596  

No of active Customers  5,216,519   5,233,973   5,323,362   5,412,660   5,502,779  

GL AUM (In mn)  565,014   568,244   618,753   660,388   675,171  

GL tonnage (tons)  177   175   180   182   183  

GL / loan account (Rs.)  69,242   70,104   75,949   79,222   79,482  

GL / active customers (Rs.)  108,312   108,568   116,234   122,008   122,696  

Source: Company, YES Sec 

 

Exhibit 5: Funding Mix 

 (%) Q2 FY23 Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 

Secured NCD's (M. Gold bonds)  0.4   0.3   0.2   0.1   0.0  

Secured NCDs Listed  24.2   25.2   27.5   24.8   24.4  

Banks / FI’s borrowings  55.9   62.3   59.5   59.8   65.4  

ECB-senior secured notes  17.4   10.3   9.1   5.2   -   

Sub-ordinated debt – listed  0.3   0.2   0.2   0.1   0.1  

Commercial Paper (CP)  -    -    2.3   7.7   8.3  

Other loans  1.8   1.7   1.2  2.4  1.8  

Source: Company, YES Sec 

 

 

Exhibit 6: 1-yr rolling P/ABV band Exhibit 7: 1-year rolling P/ABV vis-a-vis the mean  

  
Source: Company, YES Sec Source: Company, YES Sec 
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FINANCIALS  
Exhibit 8: Balance Sheet 

Y/e 31 Mar (Rs. mn) FY22 FY23 FY24E FY25E FY26E 

Equity Capital 4,013  4,014  4,014  4,014  4,014  

Reserves 183,844  212,643  243,060  279,976  323,818  

Shareholder's funds 191,379  221,528  251,945  288,861  332,703  

Current tax liabilities (net) 1,418  812  812  812  812  

Provisions 3,680  3,619  3,619  3,619  3,619  

Other non-financial liabilities 1,307  836  836  836  836  

Total Non-Financial liabilities 6,405  5,267  5,267  5,267  5,267  

Derivative financial instruments 4,798  1,922  1,922  1,922  1,922  

Trade Payables 3,809  2,159  2,266  2,380  2,499  

Debt Securities 131,740  146,046  167,953  183,908  201,379  

Borrowings 408,553  405,975  466,871  511,223  559,790  

Deposits 0  3,315  3,812  4,174  4,571  

Subordinated Liabilities 2,997  2,547  2,929  3,207  3,511  

Other Financial liabilities 13,483  12,732  14,642  16,033  17,556  

Total Financial liabilities 565,381  574,694  660,394  722,847  791,227  

Total Equities and Liabilities 763,165  801,489  917,606  1,016,975  1,129,197  
      

Assets      

Cash and Bank Balances 103,150  80,357  75,937  72,413  76,084  

Derivative financial instruments 605  0  0  0  0  

Receivables 70  99  99  99  99  

Loans 645,276  705,544  825,650  928,088  1,036,160  

Investments 5,233  5,457  5,457  5,457  5,457  

Other Financial Assets 2,807  3,453  3,626  3,807  3,997  

Total Financial assets 757,141  794,910  910,768  1,009,864  1,121,798  

Current tax assets (net) 110  475  522  574  632  

Deferred tax assets (net) 1,090  641  641  641  641  

Investment Property 93  82  82  82  82  

Property, Plant and equipment 2,817  3,272  3,436  3,608  3,788  

Other Intangible assets 1,030  1,176  1,176  1,176  1,176  

Other non-financial assets 883  934  981  1,030  1,081  

Total Non-Financial assets 6,023 6,580 6,837 7,111 7,400 

Total Assets 763,165  801,489  917,606  1,016,975  1,129,197  

Source: Company, YES Sec 
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Exhibit 9: Income statement 

Y/e 31 Mar (Rs. mn) FY22 FY23 FY24E FY25E FY26E 

Income from Operations 121,849  118,977  141,738  159,003  175,973  

Interest expense (42,559) (42,092) (51,325) (56,139) (59,967) 

Net interest income 79,291  76,885  90,413  102,865  116,007  

Non-interest income 526  773  1,121  1,200  1,284  

Total op income 79,816  77,658  91,535  104,065  117,291  

Total op expenses (21,879) (26,010) (29,914) (33,057) (36,672) 

PPoP 57,937  51,648  61,620  71,008  80,618  

Provisions  (3,835) (2,420) (3,879) (2,666) (2,986) 

Profit before tax 54,102  49,228  57,741  68,342  77,633  

Taxes (13,789) (12,530) (14,697) (17,395) (19,760) 

Net profit 40,313  36,698  43,044  50,947  57,872  

Source: Company, YES Sec   

 

Exhibit 10: Growth and Ratio matrix 

Y/e 31 Mar  FY22 FY23 FY24E FY25E FY26E 

Growth matrix (%)      

Net interest income 6.7  (3.0) 17.6  13.8  12.8  

Total op income 6.8  (2.7) 17.9  13.7  12.7  

Op profit (pre-provision) 7.6  (10.9) 19.3  15.2  13.5  

Net profit 5.6  (9.0) 17.3  18.4  13.6  

Loans 9.7  9.3  17.0  12.4  11.6  

Borrowings 16.4  (0.6) 15.0  9.5  9.5  

Total assets 11.2  5.0  14.5  10.8  11.0  

      

Profitability Ratios (%)      

NIM  10.7  9.5  10.2  10.3  10.5  

Non-int. Income/Total income 0.7  1.0  1.2  1.2  1.1  

Return on Avg. Equity 23.5  18.1  18.6  19.2  18.9  

Return on Avg. Assets 5.6  4.7  5.0  5.3  5.4  

      

Per share ratios (Rs)      

EPS 100.4  91.4  107.2  126.9  144.2  

ABVPS 468.1  539.7  615.5  707.4  816.6  

DPS 20.0  22.0  27.0  30.0  30.0  

      

Other key ratios (%)      

Cost/Income 27.4  33.5  32.7  31.8  31.3  

Gross NPLs/Loans 3.0  3.8  3.2  3.1  3.1  

Credit Cost (% of AUM) 0.6  0.4  0.5  0.3  0.3  

Tax rate  25.5  25.5  25.5  25.5  25.5  

Dividend yield 1.6  1.7  2.1  2.4  2.4  

Source: Company, YES Sec  
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL. 

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any 
registration or licensing requirement within such jurisdiction. The 
securities described herein may or may not be eligible for sale in all  

jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 

 

 

YES Securities (India) Limited 

Registered Address: 2nd Floor, North Side, YES BANK House, 
Off Western Express Highway, Santacruz East,  

Mumbai - 400 055, Maharashtra, India. 

Correspondence Address: 4th Floor, AFL House,  
Lok Bharti Complex, Marol Maroshi Road, Andheri East,  

Mumbai - 400059, Maharashtra, India. 

 +91 22 68850521 |  research@ysil.in 
Website: www.yesinvest.in 

 
Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single 

Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member 
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL & 

NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | 
RESEARCH ANALYST: INH000002376 | INVESTMENT ADVISER: 

INA000007331 | Sponsor and Investment Manager to YSL Alternates 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst  : Rajiv Mehta, Manuj Oberoi 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) 

No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) 

No 

5 
YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

Analyst 
Signature 

 
Analyst 

Signature 
 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT YES SECURITIES (INDIA) LIMITED 

YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange 
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is 
also a SEBI-registered Category I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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