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Q4 FY20 for SHTF was tepid, characterized by marginal AUM
accretion (1% qoq and 5% yoy), a flat NIM/NII (adjusted for notional
FV change due to adverse currency movement), controlled opex
growth, a small correction in Gross Stage-3 ratio (coverage ratio
improved) and large Covid-related provisions (Rs9.1bn, 0.8% of
AUM) dragging earnings.

Growth has been a challenge for the past six quarters; averaging
0.8% goq expansion with yoy growth decelerating from 20% to 5%.
Trends in the mainstay used vehicle financing (86% of AUM) have
been relatively better and the drag has been caused by the decline
in new vehicle portfolio (9%) and business loans (2%).

Collection efficiency in April and May was around 15% and 30%
respectively, and the management expects significant uptick in June
with increasing customers being able to deploy vehicles. Collections
from the more impacted Taxi (3% of AUM) and inter-state/long
distance M&HCV customers (10%) is likely to start in June/July.

SHTF did not seek moratorium from lenders till 31t May as it had
robust liquidity. For the second phase (June-August), company has
approached its bankers and expects most of them to provide
consent. As on May 31, liquidity buffer stood at Rs.57bn.

In Q2 FY21 and Q3 FY21 debt repayments are ~Rs40bn, which
would be taken care by expected moratorium from banks/fresh
funding (healthy sanction pipeline), improving collections and
sustained traction in retail deposits (all branches activated), in
addition to the aforesaid cash buffer. Capital position of SHTF is
strong with Tier-1 capital at 18% and D/E at 5x.

With the impact of Covid being inculcated in ECL model, the credit
cost run-rate will remain elevated in coming quarters. Management
expects worst case to be 3%.

Retain BUY rating with a 12m TP of Rs850. Believe SHTF is better
placed than peers on capital position and potential recovery in
collection efficiency during June-August (resilient client base).

SHTF trades at 0.9x/5.4x FY22 ABV/EPS. Visibility of RoA climbing
back above 2% in FY22 will re-rate valuation.

Prolonged Covid episode, uncertainty of merger with group cos.

Exhibit 1: Financial Summary
Y/e 31 Mar (Rs mn)

FY19 ‘ FY20 FY21E FY22E
80,454 83,124 76,858 87,665
15.1 3.3 (7.5) 14.1
61,605 62,336 55,030 63,655
25,640 25,018 15,968 26,721
4.2 (2.4) (36.2) 67.3
113.0 110.3 70.4 117.8
448.7 529.5 494.0 678.7
5.6 58 9.1 54

14 1.2 1.3 0.9
174 14.8 8.5 12.9
2.5 2.3 1.4 2.2
20.3 22.0 285 24.1

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

BROKERS

POLL
2020

| YES,/SECURITIES

INSTITUTIONAL EQUITIES

Upside 33.3%

Stock data (as on June 11, 2020)

Sensex: 33,538
52 Week h/I (Rs) 1367 / 440
Market cap (Rs/USD mn) 144728 / 1910

Outstanding Shares 227
6m Avg t/o (Rs mn): 2,812
Div yield (%): 1.9
Bloomberg code: SHTF IN
NSE code: SRTRANSFIN

Stock performance

150 SRTRANSFIN e Sensex

100

50

0+ T T T
Jun-19 Oct-19 Feb-20 Jun-20

M 3M 1y

Absolute (13.3) (35.4) (41.9)
return % % %

Shareholding pattern (As of Mar'20 end)

Promoter 26.3%
FllI+DlII 67.4%
Others 6.4%

RAJIV MEHTA
Lead Analyst

rajiv.mehta@ysil.in
+91 22 3347 9635

AMAR AMBANI, Sr. President, Head of Research

amar.ambani@ysil.in | +91 22 3347 7430


https://euromoney.com/brokers

Shriram Transport Finance Limited

INSTITUTIONAL EQUITIES

CON-CALL HIGHLIGHTS

Moratorium/Collections

v" Company collected money from 23% and 52% of its borrowers in April and May respectively.
However, many customers have made part payments and thus in value term the collection
stood at 15% in April and 30% in May

v" About 30% of customers were able to operate their vehicle in April, 50% in May and this has
improved to near 70% in early June. Thus, management expects collection efficiency to
increase significantly in June from 30% in May. SHTF largely caters to 1-2 vehicle owners
who earn and pay.

v" Moratorium was extended to all the customers but they have been educated to pay when
they earn or if they have any surplus

Moratorium from lenders; liquidity position

v" SHTF did not seek moratorium from lenders (made all liability repayments) in the first
moratorium period ending 315t May as it had sufficient liquidity as of March 31t (liquidity
buffer of Rs.104bn and SLR investments of Rs18bn)

v" As on May 31, the liquidity buffer stood at Rs.57bn and SLR investments were Rs18bn.
Debt repayments are around Rs.40bn each in Q2 FY21 and Q3 FY21. For the second
moratorium phase (June-August), the company has approached banks for moratorium. About
8-9 banks have agreed and most others are expected to provide consent also. Management
estimates to receive moratorium on quarterly repayments of about Rs20bn.

v' Company attracted sizable retail deposits in April and May, and considering the strong
traction it has reduced the interest rates for its retail deposit program by 20-30 bps wef. 15t
May.

v SHTF could borrow Rs8bn from banks in April and May and received TLTRO sanctions of
Rs2bn. Sanction pipeline from banks is heathy too.

Incremental borrowing cost coming down

v' After the recent reduction, the interest rate on public deposits starts from 7.6%. With all
branches activated for marketing and processing of the FDs, traction is expected to improve
in coming 6-12 months.

v" Banks have also reduced rate on term loans to 8.5-9%. While securitization volumes have
been low, the rate will be lower than bank TLs.

Challenges in Taxi and long-distance truck segments

v" The Taxi segment (Ola/Uber/City Taxis) is about 3% of the total portfolio for SHTF, and this
has been badly affected by Covid. However, Ola and Uber have been allowed to operate in
most cities from early June. So, collections from these customers is expected to improve
from July.

v' Apart from Taxis, the PV portfolio of the company includes corporate and school buses.
While corporate buses have been moving, the movement in school buses will likely start from
July.

v" The movement of inter-state long distance MHCVs was constricted in the lock down phase;
such customers form about 10% of SHTF's AUM. Fortunately, being 1-2 vehicle owners, they
are not dependent on drivers (owner-drivers or keep relatives or friends as drivers) but load
availability is low (industrial activity only gradually restarting). Management expects this
segment to start earning cash flows from July.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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INSTITUTIONAL EQUITIES

Credit cost to increase; Covid impact factored in ECL model

v

v

Excluding the Covid-related provisions of Rs9.1bn, SHTF’s credit cost for FY20 stood at 1.6%
(2.4% including it)

Annually reassessment of ECL model (PD and LGD assumptions) done in March.
Management has inculcated the potential impact of Covid in latest revision. Without this, the
modifications in ECL model would have been positive.

Factoring the current assessment of Covid, the annual ECL based credit cost moves from of
2% to 2.4%. In worst case, management does not see it crossing 3% for the current year.
Credit cost is expected to revert to near 2% in the longer run.

For SHTF, the credit cost had gone up by 50bps after demonetization.

In used vehicle financing segment, LTV across products was reduced from 70% to 65% in
Oct 2018. For the new vehicle portfolio, LTV is in the range of 75-80%

Traditionally for SHTF, vehicle repossessions have been low at near 1% of portfolio.

Expectation on demand recovery

v" Demand enquiries coming from the rural market; they typically prefer used vehicles. Record
harvest and release of full amount from governments to support this demand

v" Post Sept 2020, management expects demand from urban markets to improve

Other points

v NIM decline in Q4 FY20 due to adverse fair value change impact on overseas borrowings
(notional, as it is fully hedged) due to unfavorable currency movement. Besides this, NIM was
stable.

v" Merger plan of the group companies in a pause mode. None of the bigger plans being
discussed currently at the Group and company level

v' Capital raising was not discussed in the recent Board Meeting

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Shriram Transport Finance Limited

Exhibit 2: Result Table

(Rs mn) Q4 FY20 Q3 FY20 % qoq Q4 FY19 % yoy
Total Operating Income 41,684 42,189 (1.2) 38,730 7.6
Interest Expenses (21,589) (20,512) 5.2 (18,885) 14.3
Net Interest Income 20,096 21,676 (7.3) 19,845 1.3
Other income 46 33 38.7 104 (55.5)
Total Income 20,142 21,710 (7.2) 19,949 1.0
Operating expenses (5,416) (5,403) 0.3 (4,829) 12.2
Provisions (11,287) (4,444) 154.0 (5,398) 109.1
PBT 3,439 11,863 (71.0) 9,722 (64.6)
Tax (1,205) (3,072) (60.8) (2,262) (46.7)
Adjusted PAT 2,234 8,792 (74.6) 7,460 (70.1)
Source: Company, YES Sec - Research
Exhibit 3: Key Business matrix
(Rs mn) Q4 FY20 Q3 FY20 chg qoq Q4 FY19 chg yoy
AUM 1,097,492 1,089,314 0.8 1,044,823 5.0
New 97,951 104,651 (6.4) 115,941 (15.5)
Used 939,490 926,255 1.4 870,500 7.9
Business Loans 25,650 26,495 (3.2) 29,710 (13.7)
Working Cap. Loans 33,859 31,421 7.8 28,073 20.6
Others 543 491 10.4 599 (9.4)
Urban AUM 652,200 654,400 (0.3) 659,300 (1.1)
Rural AUM 445,300 434,900 24 385,500 15.5
Loan Portfolio 873,971 856,785 2.0 850,847 2.7
Securitised Portfolio 211,046 218,045 (3.2) 172,228 22.5
Off-Book 12,475 14,484 (13.9) 21,748 (42.6)
Source: Company, YES Sec - Resea;rch; * Computed - - - -
Exhibit 4: Key Ratios
Key Ratios Q4 FY20 Q3 FY20 chg goq ‘ Q4FY19 chg yoy
NIM (%) 6.8 7.1 (0.4) 7.2 (0.5)
Cost to Income (%) 26.9 24.9 2.0 24.2 2.7
BV (Rs) 793.6 783.8 1.3 698.0 13.7
RoE (%) 5.0 20.2 (15.2) 19.3 (14.3)
RoA (%) 0.8 3.1 (2.3) 2.7 (1.9)
CAR (%) 22.0 20.7 1.3 20.3 1.7
Gross Stage 3 (%) 8.4 8.7 (0.4) 9.1 (0.7)
Net Stage 3 (%) 5.6 6.1 (0.5) 6.2 (0.6)
Stage 3 Coverage Ratio (%) 34.7 32.1 2.6 34.4 0.3
For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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Exhibit 5: AUM growth has moderated
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Exhibit 6: AUM mix has largely stayed the same
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Exhibit 7: Rise in contribution of foreign borrowings and deposits
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Exhibit 8: An optical decline in reported NIM during Q4
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Exhibit 9: Large Covid-related provisioning weigh on the return ratios
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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.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Rajiv Mehta

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.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

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

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

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

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy 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.
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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: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-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 SEBI registered stock broker holding membership of NSE, BSE and MCX. YSL is also a SEBI
registered Category | Merchant Banker, Investment Adviser and a Research Analyst. 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.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



