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 MMFS reported a PAT of Rs1.6bn (127% yoy, -30% qoq) in Q1FY21 amid a sharp surge 

in credit costs but supported by relatively strong demand from the tractor segment and 

gains arising from stake sale in the AMC business. 

 Disbursements during the quarter declined ~67% yoy due to the lockdown across the 

country, yet tractor disbursements (-34% yoy) supported overall sales.    

 AUM growth was ~14% yoy and ~6% qoq; however, this was mainly supported by lower 

repayments/prepayments amid ~70% of the customers adopting moratorium.  

 MMFS has reported an exceptional gain of Rs61mn on the sale of the AMC business. 

 ~70% of customers still remain under moratorium; however; the company reported that 

~40% of customers opting for moratorium has started with repaying since June 2020. 

 Gross Stage 3 level NPAs eased sequentially to 9.2% from 8.4% last quarter, whereas 

Net Stage 3 level improved to 5.7% for the quarter vs. 6.0% as of March 2020. Stage 3 

provisioning coverage ratio improved sequentially to 40% (including Stage 1, 2 provisions) 

vs. ~31% last quarter. 

 MMFS has announced the right issue ratio as 1:1 at a price of Rs50. The issue price is at 

a discount of 76% to the market price. The dilution would result in a drop in our RoE 

estimate to 6.5%/9% for FY22E/23 vs. 8%/11% previously. The issue at a steep discount 

to the current price makes the stock extremely expensive (post dilution) to 2.4x P/Adjusted 

FY22E book against 1.3x P/Adjusted FY22E book earlier. Hence, we expect a strong 

negative reaction in the stock price in the near term. The issue opens on 28 July 2020 and 

closes on 11 August 2020.  

 The post-results conference call is scheduled on 20 July 2020. We currently have a Hold 

rating on the stock with a target price of Rs188. 

Please see our sector model portfolio (Emkay Alpha Portfolio): BFSI-NBFCs 

http://www.emkayglobal.com/
https://www.euromoney.com/research-and-awards/surveys-and-awards/asiamoney-brokers-poll/vote-now
https://web3.emkayglobal.com/ResearchAccess/Upload/NBFC_Jul20.pdf
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Exhibit 1: Result summary 

Rs mn 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 % yoy % qoq FY19 FY20 % yoy 

Operating Income 23,940 24,864 25,806 26,369 26,405 10.3% 0.1% 87,238 1,00,979 15.8% 

Interest Expenses 11,282 12,022 12,089 12,895 12,646 12.1% -1.9% 39,446 48,287 22.4% 

Net Operating Income 12,658 12,842 13,717 13,474 13,759 8.7% 2.1% 47,793 52,691 10.2% 

Other Income 185 545 354 389 144 -21.9% -62.9% 869 1,473 69.5% 

Total Income 12,843 13,387 14,072 13,863 13,903 8.3% 0.3% 48,662 54,164 11.3% 

Operating Expenses 5,600 5,196 5,189 4,197 3,456 -38.3% -17.6% 18,476 20,182 9.2% 

Operating Profit 7,243 8,190 8,883 9,666 10,447 44.2% 8.1% 30,186 33,982 12.6% 

Provisions 6,196 3,606 4,001 6,741 8,427 36.0% 68.5% 6,361 20,545 223.0% 

% of operating profit 85.5% 44.0% 45.0% 69.7% 80.7%   21.1% 60.5%  

PBT 1,047 4,584 4,882 2,925 2,020 93.0% -30.9% 23,824 13,438 -43.6% 

Tax 363 2,066 1,229 716 523 44.2% -26.9% 8,254 4,374 -47.0% 

Tax rate (%) 34.6% 45.1% 25.2% 24.5% 25.9%   34.6% 32.5%  

Reported PAT 684 2,518 3,653 2,209 1,558 127.7% -29.5% 15,571 9,064 -41.8% 

AUM 7,14,060 7,27,275 7,58,840 7,71,600 8,14,360 14.0% 5.5% 6,70,780 7,71,600 15.0% 

Gross NPA (%) 8.2 7.2 7.6 8.4 9.2 102bps 75bps    

Net NPA (%) 6.3 5.8 6.0 6.0 5.7 -55bps -26bps    

Source: Company, Emkay Research 

 

  

http://www.emkayglobal.com/


 

 

Mahindra Finance (MMFS IN) India Equity Research | Flash Note 

 
Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.  Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited 
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. 
 

  July 19, 2020 | 3 

 

Emkay Rating Distribution 

Ratings Expected Return within the next 12-18 months. 

BUY   Over 15%  

HOLD  Between -5% to 15% 

SELL  Below -5% 

 

Completed Date: 19 Jul 2020 12:37:19 (SGT) 
Dissemination Date: 19 Jul 2020 12:38:19 (SGT) 

 

Sources for all charts and tables are Emkay Research unless otherwise specified. 
 

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 
Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its 
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), 
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with 
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. 
www.emkayglobal.com 
EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014. 
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered 
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a 
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their 
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL 
has   not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled 
by SEBI at any point of time.  
EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately 
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will 
be, directly or indirectly related to specific recommendations or views expressed in this report.  
Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 
2014 with reference to the subject company(s) covered in this report 
EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our 
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be  
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other 
things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information 
regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject EGFSL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase 
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not 
be construed as official confirmation of any transaction. No part of this document may be used by private customers in United Kingdom. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may 
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks, 
service marks and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein 
is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying 
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market 
and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report 
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  

 This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research 
publication relating to any issuer.  

 Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets 
 
Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the 
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and 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 Financial Institutions Regulatory Authority (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 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, which is not the Major Institutional 
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to 
conduct certain business with Major Institutional Investors.  

 

 

 

http://www.emkayglobal.com/
http://www.emkayglobal.com/


 

 

Mahindra Finance (MMFS IN) India Equity Research | Flash Note 

 
Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.  Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited 
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. 
 

  July 19, 2020 | 4 

  
ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer, director or employee of the issuer or the 
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment 
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the 
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests2 
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential 
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as 
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any 
specific investment banking function of the EGFSL. 
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minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed or obliged to act in accordance with the directions 
or instructions of the analyst. 
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