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 . 

Y/E Mar  
(Rs mn) NII PPOP PAT 

% YoY 
growth EPS ABV P/E (x) P/ABV (x) RoE (%) RoA (%) 

FY18 23,235 12,142 6,760 4.1 8.0 44.3 12.7 2.3 18.8 4.2 

FY19 27,012 15,113 9,486 40.3 11.3 52.7 8.9 1.9 22.8 5.1 
FY20 33,848 22,449 14,803 56.1 17.5 66.3 8.2 2.1 28.8 6.0 
FY21E 40,431 27,612 17,334 17.1 20.5 82.4 7.6 1.8 26.8 5.8 

FY22E 48,069 33,102 21,001 21.2 24.8 102.3 6.3 1.5 26.1 6.3 
FY23E 56,192 38,781 24,844 18.3 29.4 126.8 5.4 1.2 24.9 6.4 

Source: Company, MNCL Research estimates. Consolidated Financials.  NII indicates Net interest income.

We initiate coverage on Manappuram Finance (MGFL) with a BUY and target price 

(TP) of Rs255. We believe, despite this thinly covered stock sporting an appealing 

combination of diversified product offerings, strong revenue/earnings growth, and 

respectable return ratios, it is grossly undervalued. Our concerted deep dive analysis 

reveals a business well-architected to combat external shocks, even as MGFL operates 

in socio-politically sensitive sectors. As growth gathers pace nudging pre-COVID 

levels, and encouraging collection efficiency (CE) trends emerge, we envision more 

tailwinds, with near-term RoE that can reach ~25%. More importantly, sustainable 

RoE could well be higher as each of the segments optimise, gain critical mass, or 

maturity. Valuation multiplies can then increase much beyond historical bands and 

relative to competition. 

▪ Major player in a business with untapped potential: The well-regulated yet under-

penetrated (mere 6% of Indian household gold holdings collateralised) organised 

gold loan industry is set to witness 14-15% CAGR to Rs4.4tn+ over FY21-22E. 

Lucrative yields, increased product awareness, valuable collateral including the ease 

of liquidating (through an auction in the event of default) have seen frenzied 

activity by the industry, including new entrants ie. online fintech platforms. Loan-to-

value ratios (LTVs) are inversely related to gold prices and act as a growth catalyst. 

▪ MGFL gold portfolio: Playing the granular way: MGFL, the second-largest gold-

financing NBFC, has created a niche by (a) focusing on its core clientele of 

low/middle income, largely unbanked households (50%+ of exposure to ticket size 

below Rs0.1mn) and (b) shorter duration products (80% of customers for 3-month 

loans). This has possibly enabled MGFL to perform remarkably well on auctions of 

defaults, compared to competition. Online gold loan facility (early mover therein), 

door-step delivery, and resumption in demand have helped MGFL clock pre-COVID 

levels of business.    

▪ MFI: Sticking to basics: Asirvad MFI (4th largest MFI) complements MGFL’s efforts of 

catering to its clients’ other credit requirements. This is evident from its sturdy 25%+ 

CAGR in new client addition over FY17-20. A superior credit rating-CRISIL AA- (Stable), 

best amongst MFI industry, and a well-defined cap on state/district exposure 

minimises concentration risk. Disbursements are well-above pre-COVID levels, CE at 

99% and transition of MFI/housing finance/vehicle finance clientele into gold loans 

(and vice versa) amply demonstrates MGFL’s ability to cross-sell.   

▪ Valuation, view & Risks: We have valued MGFL on sum-of-parts and arrived at a TP 

of Rs255 (highest on the street). This implies a valuation of ~2x consolidated FY23E 

BV (10% premium to its 5-year average 1-yr forward P/B). Initiate with BUY.  Our 

study suggests that its sustainable RoE could be well above the reported/near-term 

RoE as businesses gain scale/attain maturity. Our blue-sky scenario suggests a 

potential TP of Rs300 and our bear-case TP at Rs120, indicates a limited downside. 

Key risks: Volatility in gold prices, and impact of any socio-political upheavals on 

business/ collections across various sectors.  

 

 
 

Target Price 255  Key Data  

   Bloomberg Code MGFL IN 

CMP* 157.3  Curr Shares O/S (mn) 846.4 

   Diluted Shares O/S(mn) 846.4 

Upside 62.1%  Mkt Cap (Rs bn/USDmn) 133.1/1,849 

Price Performance (%)  52 Wk H / L (Rs) 187.3/78.5 

 1M 6M 1Yr  5 Year H / L (Rs) 196/34.8 

MGFL IN (14.2) (5.1) 59.7  3M Average Vol.  5,728,276 

NIFTY (1.0) 30.9 78.0    

Source: Bloomberg, ACE Equity, MNCL Research, *on 1st April 2021 

 

Shareholding pattern (%) 

 Dec-20 Sept-20 June-20 Mar-20 

Promoter 35.0 35.0 35.04 35.05 

Institutions 39.5 39.0 38.4 39.4 

DII 7.5 8.0 8.8 7.4 

Others 18.0 18.0 17.8 18.1 

Source: NSE, MNCL Research 

What to read in the report? 

• Deep-dive analysis allaying investor fears. 

• Organised gold loan market, NBFC vs. Banks, emerge of 

online fintech platforms, Channel checks and field visits. 

• MGFL and its strengths; Gold prices and LTV, auctioning 

and recoveries. 

• Asirvad MFI and its positioning; non-gold loan segment and 

business drivers therein. 

• Sustainable RoE; SOTP based valuation.  

 

 

 

SOTP based TP – Bear, Base and Blu-sky scenario. 

 
Source: MNCL Research Estimates 
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Investment Thesis in Charts 

  

 

 

FY20 (Rs mn) 
Manappuram  

Finance  
Muthoot  

Finance 

Number of loan accounts  
auctioned (nos). 

48,026 202,330 

Loan O/s. (Principal + Interest) 1,376 9,132 

Value Fetched  1,506 8,548 

Loss (-) / gain on account of auction 129 -585 

 

  

  

Source: Company, MNCL Research Estimates 
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Allaying investor fears: A deep-dive analysis  

We interacted with investors, market participants, and agencies to get their perspectives on 

Manappuram Finance (MGFL) and some of the commonly raised/discussed concerns. This exercise 

follows a huge divergence in valuations for MGFL when compared to its peer-set entities / NBFCs 

with diversified loan exposure, and or businesses with superior return ratios. While we failed to pin-

down any meaningful area of concern, our interactions hinted at aspects like (a) portfolio 

diversification, (b) volatility in gold prices and its bearing on asset growth, recoveries etc, (c) foray 

into MFI business and the growth therein, and or (d) succession as some of the aspects that have 

limited the investment decision. We have tried to address these aspects by looking into factors 

including references to businesses/MGFL facts and figures. 

 

Q: What is the need for portfolio diversification? 

A: Traditionally, market participants have attributed higher valuation multiples to NBFCs with 

characteristics of superior growth/return ratios and into the “mono-line nature of operations”. The 

recent past, however, has drawn investor’s attention to businesses that operate into diversified loan 

segments. Valuation multiplies for these NBFCs, which have consistently reported superior 

growth/return ratios, have either traded in-line/and or at a premium to the former. Our interaction 

with management, rating agencies, and studies suggest that the need for loan diversification follows 

either the changing business cycle, competition, regulatory overhang, or factors that tend to affect 

long-term growth/ profitability ratios of the former. 
 

 

Exhibit 1: AUM / portfolio mix across various NBFCs…  

 
Source: Company, MNCL Research. AUM mix as at FY20. 

Exhibit 2: …valuation multiplies basis FY23E RoE (%) - P/B (x)  

 
Source: Bloomberg, MNCL Research. Prices as on 1st April 2021. MGFL are Monarch Estimates. 
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MGFL’s foray into non-gold loan segments (starting FY2015) has complemented its customers’ credit 

requirements and augured well from an AUM growth/asset quality/return ratios perspective. Over 

FY15-20, MGFL has witnessed a healthy 21.3% CAGR in AUM led by 13% CAGR in gold loans and a 

stellar 76.4% CAGR in MFI loans/1.25x rise in VF, housing, and other loans. As at FY20, AUM mix was in 

nature of gold loans (67.3% of AUM), MFI exposure (21.8% of AUM), vehicle financing / home 

financing / and others at 5.3% / 2.5% / 3.1%, respectively.  

Our interaction with investors hinted at portfolio diversification and concerns around the socio-

political nature of risk associated with the sectors of its operation viz. gold and MFI loans. Historically, 

these sectors have been vulnerable to noise around loan-waivers (during elections), dispensation, 

volatility in interest rate, etc. These aspects tend to impact AUM growth/collection efficiency (CE). 

Studies/anecdotal evidence (through the episode of demonetisation, GST, NBFC crisis of 2018-19), 

however, have pointed to the limited impact on growth/collection efficiency (CE) and normalcy in the 

ensuing period. Thus, even as MGFL is exposed to socio-political risk, we draw comfort in: 

a) MGFL’s foray into businesses that complement its core-clientele has been RoE accretive. Over 

FY15-21YTD, return ratios for MGFL (consolidated) have more than doubled, signifying the 

synergies from the diversification.   

Exhibit 3: MGFL (consolidated) return ratios have doubled over FY15-21YTD. 

 
Source: Company, MNCL Research. 9MFY21 return ratios have been annualised.  

b) Even as the entire NBFC space was battling the 2018-19 liquidity crisis, MGFL’s strong capital 

position, comfortable liquidity, and diversified borrowing mix saw CRISIL upgrade its long-term 

rating to CRISIL - AA (Stable). CRISIL also upgraded the ratings for its subsidiary businesses – 

Asirvad Microfinance and the housing finance subsidiary.   

c) Superior credit underwriting has enabled MGFL contain asset quality; Q3FY21 Stage-3 (GNPA) 

(consolidated) stood at 1.61% levels (vs. 1.47% in Q2FY21); MGFL has created cumulative 

provisions (including COVID provisions) to the tune of Rs5.7bn (2.1% of AUM). 
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Portfolio diversification has enabled cross-sell loan products - testimony to its core-ethos:  

▪ 20% of MGFL vehicle financing and home financing customers have also availed of gold loan 

from Manappuram Finance. 

▪ Gold loan inquiries are back to pre-COVID levels. Against 67,000 new customers added in 

Q3FY21, MGFL has been witnessing 4,200+ new client additions on daily basis. Of the same, 

o 100+ MFI loan customers (ie. Asirvad Microfinance) have started to avail gold loan 

facilities on daily basis. 

o Door-step facility (initiative restarted in Q3FY21) has seen more than 300+ inquiries.  

o Online gold loan facility has seen continued traction. 

▪ Asirvad average monthly disbursement are well-above pre-COVID levels (clocked Rs13.1bn in 

Q3FY21). Albeit at the nascent stage, MGFL has been witnessing the transition of MFI clients 

to gold loans. 
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Q: Muthoot Finance vs. Manappuram Finance 

A: Muthoot Finance, with gold loan AUM at Rs503.9bn / consolidated AUM of Rs557.9bn (21.2% CAGR 

over FY18-20) is the largest gold loan financing company. It operates out of 4,632 branches spread 

across 29 states catering to 5mn+ active customers. Market participants have attributed premium 

valuation to Muthoot Finance (trades at 2.2x FY23E P/BV for 22-23% ROE on a consolidated basis) for 

varied factors including limited exposure to the non-gold segment (sub-10%). We have tried to draw 

comparisons between Muthoot Finance and Manappuram Finance on various financial/business ratios 

including their capital position to understand the reason behind the divergence in valuations (if any):  

Exhibit 4: Manappuram vs. Muthoot Finance – Head-to-head comparison 
9MFY21 Manappuram Finance Muthoot Finance 

AUM (Rs mn) 2,76,425 557,995 

AUM CAGR over FY18-20 (%) 26.5% 21.2% 

AUM mix (%)   

- Gold loans  73.1% 90.3% 

- MFI loans 19.4% 5.2% 

- Vehicle Finance 3.6% - 

- Home Finance 2.3% 3.4% 

- Others  1.6% 1.2% 

   

Gold AUM  Rs2,02,116mn  Rs503,907mn 

Online gold loans % of overall AUM 59.0% 20.3% 

Gold holdings (tonnage) 68.2 166.0 

Active customer base 2.6mn ~5.0mn 

Gold loan AUM (per branch)  Rs57.4mn Rs107.13mn 

Gold loan branch mix (%)   

- Rural + Semi-rural 45%  

- Urban + Metro 55%  

   

Loan duration Majorly 3-month loan product 1-year loan product 

Auction details (FY20)   

No of loan accounts  48,026  202,330 

Loan O/s. (Principal + Int.) – (Rs mn) 1,376 9,132.5 

Total recovered (Rs mn) 1,506 8,547.8 

   

Borrowings (Rs mn) 2,33,744 465,517 

Borrowing mix (%)    

- Term loan (including WC) 51.0% 41.9% 

- Bonds (NCD) 31.0% 31.7% 

- ECB 12.0% 15.7% 

- CPs 7.0% 10.6% 

- Others 0% 0% 

Credit Rating 
Long Term: AA (Stable) by CRISIL,  

Short Term: A1+ by CARE 
Long term: CRISIL AA+/Positive,  

Short term: CRISIL A1+/ ICRA A1+ 

   

Profitability ratio (consolidated)   

PAT CAGR over FY18-20 47.0% 30.3% 

RoA (%) / RoE (%) (FY20) 5.9%/28.4% 6.6%*/28.3% 

   

Capital position     

Networth  Rs68,697mn Rs141,780mn 

CAR (%) # 25.8 26.4 

Tier (%) # 25.6 25.3 

   

Valuation ratios (FY23E)   

NII/PAT CAGR (FY21-23E) ## 17.9%/19.7%   9.0% / 12.3% 

RoE (%) / RoA (%) ## 24.9%/ 6.4% 23.2%/5.9% 

P/B (x) ## 1.2x FY23E BV of Rs130 2.2x FY23BV of Rs555 

P/E (x) ## 5.4x FY23 EPS of Rs29.4 10.3x FY23E EPS of Rs117.7 

Source: Companies, MNCL Research #standalone basis.  ## indicates MNCL Research Estimates. Muthoot estimates are Bloomberg estimates. 

Diversified borrowing 

mix 

Shorter-loan duration has 

enabled MGFL recover 

substantial part of its 

dues through auctioning 

process … 

… longer duration 

products have seen 

marginally higher losses 

for Muthoot  

MGFL gold loan / overall 

AUM witnessed 20.2% / 

26.5% CAGR over FY18-

20… 

…Muthoot Finance gold 

loan / overall AUM 

witnessed 19.5% / 21.2% 

CAGR over FY18-20 

RoE profile largely 

similar, Capital position 

remains healthy   

MGFL valuation gap to 

Muthoot Finance 

unjustified. 

We see gap narrow! 
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Q: Microfinance loans and growth therein? 

A: Manappuram Finance (MGFL) through its subsidiary Asirvad Microfinance (MGFL owns a 93.33% 

stake in Asirvad) is into the business of micro-lending. Being the 4th largest NBFC-MFI, Asirvad’s AUM 

stood at Rs53.5bn (Q3FY21) catering to micro-credit requirements of 2.3mn customers through its 

1,047 branches. From a geographical AUM split point of view - 22% of its AUM is from the state of TN, 

followed by West Bengal (12%), Bihar (10%), Karnataka (9%), and others. Our interaction with market 

participants pointed to worries around the sturdy 45.2% CAGR in micro-finance AUM for Asirvad over 

FY17-20. We however draw comfort in:  

a) Volume led growth (25.5% CAGR in new clientele addition) vs. value-based growth (15.8% CAGR in 

ticket size) over the same time attributing to 45.2% CAGR in AUM over FY17-20. 

b) Cap on State/district-wise loan exposure: Asirvad MFI has put in place the strategy of capping state-

level exposure at 10% of AUM and district-level exposure at 1% (to be reduced to 0.5% within three 

years).  

c) Credit rating upgrade: CRISIL AA- (Stable) rating (upgraded from CRISIL A+ (positive), the highest 

credit rating in the MFI sector. 
 

According to KPMG, of the 300mn households in India, 40%+ of credit demand is primarily from the 

low-income category segment. This under-served population is primarily catered through co-

operative banks, MFIs, SHGs, and gold financing companies and with loan products either being in 

nature of MFI/SHG loans and gold loans.   

 

Exhibit 5: 40%+ of Indian household credit demand is in nature of MFI/SHG and gold loans. 

 

Source: KPMG Report, MNCL Research  

With Manappuram’s core clientele being a low-income category population, the foray into MFI lending 

complements its customers’ credit requirement and vice-versa. Albeit at nascent stages, MGFL has 

seen customers transition from Asirvad MFI to gold loans. Also, while the pace of growth in AUM has 

been sturdy (and argued in the above section), we draw comfort in Asirvad Microfinance given its 

ability to weather well through the COVID episode. It underwent portfolio consolidation for a brief 

period between FY20-H1FY21 before resuming the growth while ensuring asset quality. Notably, 

Q3FY21 MFI AUM at Rs53.5bn grew 7.8% QoQ / 6.7% YoY.   

Key takeaways from Q3FY21 concall on provisions, business etc. 

▪ Asirvad has created COVID provisions to the tune of Rs1.8bn (3.3% of AUM) as of 9MFY21.  

▪ Collection efficiency (CE) is at 99% levels as of December 2020 (vs. 73% in August 2020, 90% in 

September 2020, and 93% in October 2020); on an overdue basis, it is well above 90%+. 

▪ Disbursements at Rs13bn+ for Q3FY21 are back to pre-COVID levels; ~4% of MFI portfolio is under 

restructuring (~0.1mn customers have availed restructuring benefit).   

On daily basis, 100 MFI 

clientele are getting 

converted into gold loan 

customers 

Assam constitutes for 

less than 1% of overall 

AUMs and ~80% CE 
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Q: Quality of management and succession?  

A: Mr. V.P. Nandakumar (67 years), promoter, is the MD & CEO of the parent i.e. Manappuram Finance 

Ltd. He is also acting as a Chairman at Asirvad Microfinance. Market participants have raised concerns 

over the succession plan and while we await clarity, our interactions with second-line management 

and field-visits point to well-defined business policy and procedure in place across loan segment. It has 

also put in place the state of art technology platform that is based on the pillars of innovation, 

differentiation, and operation. A well-defined credit sanctioning and monitoring process, recovery 

mechanism (including auctioning process for gold loans) aids in limited loss-given default. Further, the 

strong board representation with 70% of its members being Independent and Non-Executive (best 

amongst its peers), is an added comfort.  

Exhibit 6: Board composition across various NBFC-GLCs 

FY20 
Manappuram 

Finance 
Muthoot 
Finance 

IIFL 
Finance 

Shriram City 
Union Fin. 

Total Strength  10 11 8 10 

Promoters 1 5 2 0 

% share of Board of Directors 10.0% 45.5% 25.0% 0.0% 

Executive  0 0 0 1 

Non-Executive & Non-Independent  2 0 2 3 

Independent & Non-Executive 7 6 4 6 

% share of Independent  70.0% 54.5% 50.0% 60.0% 

Source: Companies.  

While succession for MGFL does remain an area of concern, studies/anecdotal evidence point to 

numerous instances of valuation multiple re-rating following the change of guard/onboarding of 

professionals while retaining the core-business ethos. 

 

70% of board members 

are Independent and 

Non-Executive… 
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Executive Summary  

We believe that MGFL is poised for superior AUM growth given the encouraging sector dynamics, 

business model, and positioning across varied segments. While gold prices do have a bearing on LTVs 

and the AUM growth (as seen through the correlation between the two and discussed in detail in a 

subsequent section), we believe the move towards online gold loans/door-step gold loan facilities and 

regulatory benefit does bode well from long term growth prospects. Management hinted at gold loan 

inquiries back to pre-COVID levels including the ability to convert MFI loan customers into gold loan 

borrowers. Albeit at the nascent stage of growth, we draw comfort in the growth in vehicle financing 

and housing finance business. Hence, we are factoring in 17.2% CAGR in overall AUM over FY21-23E 

led by 15.2% CAGR in gold loan AUM / 24%+% CAGR in fast-moving MFI loans and 16.1% CAGR in 

vehicle financing, housing finance, and Others (combined). 

  

Superior credit rating, adequate balance sheet liquidity, and a well-diversified borrowing mix have 

enabled contain borrowing costs. Moreover, the efforts towards cost optimization (including 

digitalisation of the lending process) will aid in reducing cost towards loan origination. The granular 

nature of loans and the human-intensive nature of collection/recoveries will see feet-on-street count 

remain higher, and thus have a bearing on operating costs. Collection efficiency (CE) has been on a rise 

and with limited asset quality risks from its core-gold loan portfolio, we do not foresee any major 

increase in provisioning. MGFL has provisions to the tune of Rs5.7bn (2.1% of AUM) on the balance 

sheet and we have factored the same into our estimates over FY21-23E.  We are factoring in 

17.9%/19.7% CAGR in NII/profits over FY21-23E. We see share of revenue/earnings from subsidiaries 

rise over FY22-23E as growth gathers pace coupled with easing provisioning requirements.  

  

We see consolidated RoE inch towards 25-26% levels over FY22-23E. Increased contribution from the 

subsidiary businesses ie. Asirvad and Housing finance and profitable growth in CV/Other segments 

could well attribute to overall revenue/earnings growth, and thus, the RoE. We see sustainable RoE for 

MGFL well above the reported/near-term RoE. Valuation multiplies, under situation, could well trade 

at a premium to MGFL past P/B (x) band/in-line with NBFCs with superior growth and respectable 

return ratios and vs. peers ie. Muthoot Finance as these businesses attain certain stage/maturity. 

  

We initiate coverage on Manappuram Finance (MGFL) with BUY and target price (TP) of Rs255 using 

the SOTP-based valuation methodology. On a P/B (x) basis, it implies a valuation of 2x consolidated 

FY23E BV of Rs130. Our blue-sky scenario suggests a potential target price of Rs300 (based on 2.5x 

FY23E PB multiple to the standalone business and 3x / 1x multiple to FY23E PB for Asirvad MFI / 

housing finance business respectively). Higher than expected AUM growth coupled with a continued 

period of transition to sustainable RoE could also see valuation multiplies trade higher. Stock could 

well trade at Rs350 levels (valued standalone business and Asirvad MFI at 3x FY23E P/B 

respectively). Our bear case scenario (valued businesses at 1x P/B (x) multiple) implies TP of Rs120.  
 

Exhibit 7: SOTP-based target price across different case scenarios 

 
Source: MNCL Research Estimates. 
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Gold financing: Huge untapped credit market 

▪ Gold – An alternate investment asset class; organised gold loan market pegged at Rs4.4tn+ by 

FY22E. Banks vs. NBFCs, online platforms – testimony to the untapped opportunity. 

▪ Gold prices and AUM growth – Steady gold prices to bode well for growth. Takeaways from 

branch visits, interaction with laterals, etc. 

▪ Manappuram gold loan portfolio – Business activities are back to pre-COVID levels.  

Gold – An alternative investment asset class 

According to World Gold Council (WGC), Gold benefits from diverse sources of demand: as an 

investment, a reserve asset, jewellery, and a technology component. It is highly liquid, no one’s 

liability, carries no credit risk, and is scarce, historically preserving its value over time. These factors 

have attributed to the strong demand for gold amongst consumers. Over the years, institutional 

investors have embraced alternatives to traditional investments such as equities and bonds in pursuit 

of diversification and higher risk-adjusted returns. Thus, in addition to private equity funds and other 

alternate investment assets including commodities, gold allocations have been recipients of this shift. 

Notably, investors have increasingly recognized gold as a mainstream investment. The share of 

alternate investment assets (including gold) has more than doubled to 26% (over 2004-2020). 

 

From a demand-side point of view, 72% of gold demand globally arises from emerging markets, 

especially China and India (accounting for more than 50% of gold demand). While COVID-19 had an 

impact on demand for gold in the initial part of FY2021, with easing lockdown norms and a gradual 

pick-up in investment activities coupled with a sharp pullback in gold prices and festive season, the 

demand for gold has been on an upsurge. Thus, even as globally the demand for gold has declined on a 

yoy basis, according to WGC, India reported strong growth in gold demand during Q4CY20.  

Exhibit 8: Globally, the share of investment in alternate 
asset class (including gold) has been on a rise… 

Exhibit 9: … India and China account for 50%+ of gold demand 

  
Source: World Gold Council, MNCL Research Source: World Gold Council, MNCL Research 

  

Read this interesting article: Gold ETFs in India – time for growth 

https://www.gold.org/goldhub/research/gold-investor/gold-etfs-india-time-growth 

Excerpts therein:  

The Indian gold ETF market is valued at about US$1 billion at moment. In terms of assets under 

management, around two-thirds of the market is retail and the rest institutional. In terms of numbers, 

more than 95% of investors are individuals. Many studies have been conducted on this and they 

generally conclude that the range is between 5% and 20%.  

I think investors should consider allocating 15-20% of their portfolio to gold. Gold is considered as safe 

haven asset that can come into its own during a crisis, such as a pandemic or a market crash. At such 

times, it can offer genuine protection from falling prices elsewhere. 

Monetary Policy, Central 

Bank, Market access and 

risk, Emerging market 

growth are the key 

structural changes 

attributing to strong 

Gold performance 

…World Gold Council  

https://www.gold.org/goldhub/research/gold-investor/gold-etfs-india-time-growth
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Organised gold loan pegged at Rs4.4tn+ by FY22E. 

Survey points that, out of ~25,000 tonnes of gold in India, ~65% is in rural India. The liquid nature of 

the asset and universal acceptance of the commodity has seen its value appreciate over the decades.  

Indian investment in gold is motivated by social, cultural, and economic reasons. However, over a 

decade, there has been a considerable shift in consumer mindset towards usage of gold beyond 

“asset” to pledge/collateral and from moneylenders/pawnbrokers (unorganized segment) to 

formalized channels of credit like Banks/NBFCs. This follows a favorable regulatory framework, 

awareness amongst end-user towards easy availability of credit, and greater protection to lenders 

given collateral and security. According to the KPMG report, the total organized gold loan market in 

FY20 stood at Rs3.4tn. The organized gold loan market though is still at ~35% of the overall gold loan 

market (i.e. organized + unorganized combined). From a penetration point of view, total gold loans 

outstanding in the organized segment is estimated at 5.6% of the total household gold holdings in 

India (FY19), and thus, points to a huge growth opportunity. 

According to global rating agencies, the organized gold loan market in India is estimated to grow at a 

steady 14-15% CAGR over FY20-22E to Rs4.4tn+ (vs. 11-12% CAGR over FY15-20) on the back of 

increased clientele (volume-based growth) and steady-rise in gold prices, including increase in LTVs to 

existing customers (value-based). 

Exhibit 10: Gold loan financing market pegged at Rs4.4tn+ (15% CAGR over FY21-22E) 

 
Source: KPMG Report, CRISIL Report on NBFC 2020, MNCL Research  

FY20 Union Budget – Supportive statement 

The Union Budget 2021-22 announced measures for (a) reduction in gold import duty, (b) 

authorization of the Securities and Exchange Board of India (SEBI) as regulator for domestic gold spot 

exchanges enabling effective gold price monitoring, and (c) the establishment of welfare schemes for 

rural areas. 

Economists believe that a reduction in gold import duty will discourage unofficial gold imports into 

India. Oversight by SEBI will enable effective gold price monitoring while also creating adequate 

infrastructure. Efforts aimed at welfare scheme for rural areas will aid in boosting rural incomes, and 

thus, the demand for gold. Notably, Government’s efforts towards investment into gold through the 

Sovereign Gold Bond Scheme (SGB) have been a huge success. FY21YTD has seen 23mn grams of gold 

being purchased through the SGB route. We thus expect demand for gold to remain higher and in turn 

augur well for gold financing.  
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NBFCs to gain over Banks; emerge of online platforms – Added positive. 

Gold loan demand has picked up well in the recent past following the emergence of organised players, 

relatively lower interest rates charges vis-à-vis moneylenders and pawnbrokers, well-regulated 

loan‐to‐value ratios (LTV), quick disbursement, flexible terms, and perceived safety of the ornaments. 

Moreover, high rural indebtedness, ineligibility to get loans from banks, and changing attitude of 

customers to gold loans, have contributed to the sharp growth in the gold loans by various lenders. 

While gold loan financing was preliminary dominated by banks, over the years NBFCs have gained 

market share and follow their niche positioning, varied ticket-size, ease of processing, and loan tenure. 

Thus, even as interest rates charged by the latter have been a tad higher, their share in the overall 

organised gold loan financing has inched to 25-26% (vs. 20% in FY10).  

Exhibit 11: Gold loan financing - NBFCs have gained market share over Banks. 

 
Source: CRISIL NBFC Report 2020, MNCL Research  

In addition to the traditional approach towards gold loan financing via the NBFC/Bank route, the 

recent past has seen the emergence of “online gold loan facilities” through these players including 

facility of gold loans at the doorstep. In the case of Manappuram, 59% of gold loan AUM is garnered 

through an online channel. For Muthoot Finance, 20.3% of gold loan AUM is through this route. With 

increasing use of technology, the gold loan industry has also been emerging on online fintech entities 

(that tie-up with bank/NBFC for storage of underlying assets), entering the gold loan market. With the 

unique proposition of lower interest rates, top-up facility, and credit availability at ease, the online 

fintech platforms are gaining huge attention from the youth/urban population. 

Within limited regulatory arbitrage on loan-to-value ratio (capped at 75%) and repayment structure, 

the key differentiation amongst the various gold loan financiers is majorly around the aspects of 

interest rates, loan duration, flexibility, and turn-around-time (if any).  

Exhibit 12: Key differentiations - Bank vs. NBFC (including GLC), unorganised segment and Online fintech platforms. 

 NBFC / GLC Bank 
Moneylenders / Pawn brokers 
(Unorganized players) 

Online Gold lending  
fintech platform 

Loan Tenure 3 months – 1 year 6 months and above No defined tenure Renewal every 6 months  

Interest rates (per month) 1% - 2.14%  0.79% - 1.2% 36%-100% 0.79% - 1.3% 

Processing fees NIL or marginal fess Nominal processing fees NIL Nominal processing fees 

Mode of disbursal 
Cash for loans up to Rs0.2mn; above 
Rs0.2mn – amount is credited to 
beneficiary bank account 

Into the bank account of the 
customer, irrespective of loan 
amount 

Cash transactions; Repayment of 
interest is either daily / monthly 

Into the bank account of the 
customer, irrespective of loan 
amount 

Gold / Jewellery located 
Placed in safe vaults of the 
borrowing branch 

Placed in safe vaults of the 
borrowing branch / nearest 
location 

Gold is kept in the safe custody 
by the moneylender / pawn 
broker 

Placed with Banking / NBFC 
partner  

Source: Companies, MNCL Research  
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Stable gold prices bode well for AUM growth. 

There is a strong correlation between gold prices and their impact on the demand for gold loans. 

Studies, however, point to diversions in gold prices and gold loan demand across various business 

cycles. Our calculations point to a strong 0.98x correlation between AUM growth for GLCs and 

domestic gold prices over FY07-21YTD. The correlation, however, is not similar when analysed for 

movement in gold loan prices and AUM growth across various business cycles.  

Exhibit 13: Gold loan financing - NBFCs have gained market share over Banks  

 
 FY07-12 FY13-FY16 FY17-FY21YTD FY07-FY21YTD 

GLC AUM CAGR 80.1% -1.8% 16.4% 29.4% 

Gold prices (CAGR) 22.7% -4.1% 12.9% 12.5% 

Correlation between AUM 
growth and Gold prices (x) 

0.98x 0.12x 0.96x 0.98x 

Source: Companies (Muthoot Finance and Manappuram Finance), Bloomberg, MNCL Research  

The period between FY07-12 could well be characterised as an era of the emergence of NBFCs in the 

organised gold loan market. Gold Loan Companies (GLCs; Manappuram and Muthoot) reported a 

stellar 80% CAGR in their gold loan portfolio led by higher LTVs, move from unorganised to formalised 

sector, and to a certain extent a sharp surge in gold prices. Over FY07-12, gold prices witnessed a 

22.7% CAGR. The co-relation between AUM growth for gold prices was healthy at 0.98x. 

However, following the sharp correction in gold prices during FY13-16 and tightened regulatory 

framework towards loan-to-value ratios and other aspects, GLCs resorted to portfolio consolidation 

including run-down. The co-relation between AUM growth and gold prices was at a mere 0.12x. Gold 

loan AUM for GLCs declined by 1.8% CAGR as against a sharper 4.1% CAGR decline in gold prices.  

Led by favourable regulatory framework, a level playing field with peers, increased awareness and use 

of technology, the GLC loan portfolio has witnessed a healthy 16.4% CAGR over FY17-21YTD. The co-

relation between AUM growth and gold prices over the same time is at 0.96x. Thus, while the 

movement in gold prices have a bearing on AUM for GLCs, various external factors have also acted as a 

catalyst for growth in gold loan portfolio across lenders and business cycles. 

MGFL - Gold loan prices and movement in loan-to-value ratio (LTV) 

There exists a negative correlation between gold prices and LTVs. In simpler words, with any rise in 

gold prices, lending entities have resorted to reducing their loan-to-value ratio (LTV) and vice-versa i.e. 

increased their LTVs following any decline in gold loan prices. We analysed the movement in LTVs 

following the change in gold prices for Manappuram and the benefit following the move to short-term 

loan products.  
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The unregulated (i.e. when no LTVs were being put in place) regime until FY12 saw lenders resort to 

increased loan-to-value ratio (LTVs). Entities operated at 80%+ LTV and this coupled with buoyancy in 

gold prices then and longer tenure product portfolio (1-year+), attributed to a superior AUM growth. 

The gold loan AUM for Manappuram and Muthoot (combined) witnessed a stupendous 88% CAGR 

over FY08-12. However, following the sharp fall in gold prices and regulatory caps on LTVs by the 

central bank (LTVs capped at 60% in March 2012 and further revised upwards to 75% in September 

2013), saw AUM decline 1.8% over FY13-16. 

Manappuram and movement in LTVs 

In addition to caps on loan-to-value ratio, Manappuram also resorted to reducing their loan tenure 

from 1-year earlier to a majorly 3-month/and or 6-month/9-month product (basis client requirement) 

and with the facility to renew them at the end of its expiry period. Each of these products operates 

with different LTVs, given the risk associated therein, though remain well within the regulatory cap in 

terms of LTV (including the interest component to be recovered over the loan duration).  

Exhibit 14: Trend in Manappuram LTVs to the changing gold-loan prices 

 
Source: Company, MNCL Research   

With volatility in gold prices, studies suggest shorter-tenure loan products to augur well from 

recoveries (through auctions) in an event of a sudden fall in gold prices. Margin impact following 

interest reversals in an event of default also remains limited.  

In other words, with loan duration at 3-month and auctioning in the subsequent quarter (i.e. typically 

the 5th / 6th month) following either a sharp fall in gold prices or default in payments, losses tend to be 

limited. On the flip side, with loan tenure at 1 year and auctioning in subsequent periods (i.e. 13th / 

15th month), losses in an event of sharp fall in prices and payment due to recovery/margin impact 

following interest reversals tend to be higher thus impacting profitability. This is also evident from the 

fact that over FY17-20, losses due to auctioning have remained higher for Muthoot Finance vis-à-vis 

gains in the case of Manappuram Finance (see table below).  

Exhibit 15: Manappuram – Shorter-tenure products have enabled contain losses following auction. 

Rs mn FY17 FY18 FY19 FY20 

Manappuram Finance     

Number of loan accounts auctioned (nos). 305,439 332,767 181,555 48,026 

Loan O/s. (Principal + Interest) 10,756 10,172 4,759 1,376 

Value Fetched  10,704 10,586 5,155 1,506 

Loss (-) / gain on account of auction -52 414 396 129 

Muthoot Finance      

Number of loan accounts auctioned (nos). 255,852 540,858 367,087 202,330 

Loan O/s. (Principal + Interest) 12,994 27,168 15,185 9,132 

Value Fetched  11,847 25,177 14,000 8,548 

Loss (-) / gain on account of auction -1,147 -1,991 -1,184 -585 

Source: Companies, MNCL Research. 
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Channel checks / field surveys 

Interaction with online gold loan financiers, Banks, and branch visits and visits to branches  

We interacted with laterals associated with the gold loan segment (ie. bankers and NBFCs) and entities 

in the business of gold loan financing across 8 states covering more than 100 consumers/branch 

people, including an online gold loan entity. Unlike consumer preference for gold as an asset (and kept 

into lockers), the recent past has seen a major shift in usage of gold as pledge/collateral to avail credit 

facility.  

Further, contrary to the market belief that gold loan is availed by people in under-served/under-

privileged consumers at the bottom of the pyramid, our interactions, and visits at branches of 

GLC/Banks and online platform indicated for a loan amount ranging from as low as Rs5,000 to as high 

as Rs1mn+ and with demand from low-income/self-employed category clientele and being 

salaried/business loan facilities. 

▪ 32% of Muthoot Finance customers have gold loan exposure of Rs0.3mn+. 

▪  21% of Manappuram Finance customers have gold loan exposure above Rs0.2mn+. 

▪ Albeit nascent in nature of inception, our interaction with an online fintech entity pointed to 50%+ 

of customers having gold loan exposure of Rs0.2mn+. 

Exhibit 16: Lending institutions have hinted at a surge in gold loan demand across varied income categories and businesses.  

 
Source: FY20 Annual report, MNCL Research.  

Interaction with an online gold loan entity: “With target audience as youth/urbanity and the facility of 

door-step services, the online fintech entity has seen a sharp surge in inquiries”. A quick look into data 

suggests AUM for online fintech entities to have more than quadrupled over the last 9-12 months. 

According to the lateral, the online nature of the lending model mitigates operational cost. Further, 

with adequate LTVs, strong collaterals, and checks and balances in place, lenders have increasingly 

resorted to gold loans. From a customer point of view, with the pledged gold kept into the lockers of 

nearby affiliated bank/NBFC and an element of insurance cover has provided a sense of comfort to the 

customers from a safety and security point of view.  The lateral hinted at “huge untapped credit 

opportunity from youth/urbanity and across various income levels”. 

Interaction with a banker: “Gold loan as a product has gained traction given its awareness, ease of 

availability, regulations and transacting. Unlike the past, wherein loan against gold was considered as a 

taboo and used as asset/preserved into lockers, the awareness of gold loan product (including usage as 

Agri-linked loans), better regulations, and better pricing has seen a big shift in demand for gold loans. 

The banking industry has seen increased demand for gold loans and from customers with varied 

income levels and professions. Also, unlike the past trends of Gold loan demand primarily from 

southern markets, the western and Central India to has seen increased demand”.  
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“Additionally, the dispensation announced by RBI w.r.t increase in gold loan LTV for up to 90% 

following COVID-19 (announced in August 2020) too has acted as a catalyst for strong growth in gold 

loan demand. While the scheme is eligible for loans availed till March 2021, with supportive gold loan 

prices and increased awareness, management hinted at continued traction in gold loans in ensuring 

periods. 

Takeaways from our interaction with branches of gold financer 

With a well-defined LTV, (gold prices are taken from Indian Bullion and Jewellery association) and loan 

sanctioning process by the lenders, the key differentiation amongst financiers is around (a) clientele 

and his loan requirement, (b) duration of the loan product, (c) interest rates across various LTVs 

(especially for higher ticket loans), (d) ease of processing and (e) repayment structure. 

▪ Interest payment is on monthly basis (daily basis in certain cases), the principal repayment is at 

the discretion of the borrower and can be rolled/renewed at the end of the initial loan tenure. Our 

interaction with branch people pointed to increased loan inquiries through walks-in/referrals and 

door-step facility.  

▪ Lending institutions, especially GLC-NBFCs have tied-up with Business Associates (BA) who act as 

loan-sourcing agents. The incentives are linked to various factors including loan-duration, ticket-

size, and interest rates. Unlike banks that operate on a digital platform and have a larger reach, 

especially to the middle/higher income category, NBFC-GLC has been reaching out to customers 

either through local advertisements, campaigns, etc. 

▪ Even as the lending landscape gets competitive, customers in the low-income category tend to be 

insensitive to interest rates. The interest rate war, however, tends to be intense for 

business/personal loans and with higher credit requirements.  

▪ The facility to roll-over gold loans after the repayment of interest dues, unlike other retail loans 

which need to be repaid at the end of its stipulated tenure, makes customers insensitive to the 

gold loan duration. Manappuram offers a 3-month loan product (to be rolled-over after 

completion therein), the same in the case of Muthoot Finance, IIFL, Banks and other institutions is 

above 6-months, and in certain cases 1-year.  

Exhibit 17: Key differentiations – Gold loan entities and Online fintech platform.  

 Manappuram Finance Muthoot Finance  
Gold loan  
NBFC 

Online fintech entities  

Loan Tenure 3 months and up to 1 year 1 year loan product 1 year loan product Renewal every 6 months  

Interest rates  
(per month) 

1% - 2.14%; rates vary across various 
LTVs  

0.79% - 1.2% 0.83% and above  0.79% - 1.3% 

Online / physical NIL or marginal fess Nominal processing fees Nominal processing fees Nominal processing fees 

No of customers 
Cash for loans up to Rs0.2mn; 
Individual loan amount of Rs30k.  

Into the bank account of the 
customer, irrespective of loan 
amount 

Either in cash / bank account of 
the beneficiary above a certain 
amount 

Into the bank account of the 
customer, irrespective of loan 
amount 

Rural / Urban mix 
Placed in safe vaults of the 
borrowing branch 

Placed in safe vaults of the 
borrowing branch / nearest 
location 

Placed in safe vaults of the 
borrowing branch  

Placed with Banking / NBFC 
partner  

Source: Companies, MNCL Research 
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Manappuram gold loan AUM to witness 15.2% CAGR over FY21-23E  

Manappuram’s Q3FY21 gold loan AUM stood at Rs202.1bn, +24.4% YoY, and comprised 73% of overall 

AUM. With operations carried out of 3,524 branches pan-India, MGFL caters to over 2.6mn gold loan 

clientele. From a geographical split point of view, 58% of its AUM is from Southern India followed by 

13%/14%/15% from East, Northern, and West markets. Further, contrary to some of its peers that 

have larger exposure to rural/semi-urban markets, MGFL has 55% of its exposure from urban and 

metro markets. Over FY17-20, Manappuram’s gold loan portfolio has witnessed a healthy 15.1% CAGR 

led by 7.4%/4.6% CAGR in clientele-base/ticket-size, respectively. Supportive gold prices have 

attributed to the increase in gold loan eligibility for its customers, and thus, the AUM.  

Exhibit 18: 15.1% CAGR in gold loan AUM over FY17-20 
Exhibit 19: … led by 7.4% CAGR in client base and 4.6% CAGR 
in average loan ticket size 

  
Source: Company, MNCL Research Source: Company, MNCL Research 

Online Gold Loan (OGL) financing – Innovation has been at the center-stage and the management has 

undertaken differentiated strategies aimed at catering to clientele requirements. MGFL was the first 

NBFC to foray into an online lending space (OGL) in Sept’15. By FY20, 50%+ of overall business was 

through the online gold loan route vs. sub-20% for Muthoot Finance. Unlike the traditional approach 

wherein the client avails gold loan from MGFL branches with appraisal, sanctioning, and disbursement 

is done under one-roof, the online mechanism provides the facility of loan disbursement directly into 

the bank account of the customer. Also, unlike the former scheme wherein interest payment is done at 

the branch (and in certain cases through online/payment apps), gold loan availed under OGL provides 

clients the benefit of interest payment directly i.e. online method. 

Exhibit 20: OGL as % of overall gold loan AUM… Exhibit 21: … trend in ticket size (Rs) 

  
Source: Company, MNCL Research Source: Company, MNCL Research 
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 Door-step facility: In addition to gold loans to its customer through the traditional branch route 

model or an online gold loan financing approach, the recent past has seen MGFL offer gold loans 

through the door-step lending model. Majorly popular amongst the larger institutions especially banks, 

MGFL too has had success through this lending model. Through local advertisements, campaigns, and 

awareness programs, the door-step gold loan model has been gaining traction.  

According to CRISIL, gold loan NBFC AUM grew at 12% CAGR over FY16-19. The pace of growth 

accelerated in FY20 (up 29% YoY) following rise in gold loan prices and the increased clientele across 

major gold loan NBFCs. While COVID-19 had an impact on AUM growth for initial period of H1FY21 

following the lockdown norms, data suggests growth rates to have accelerated in the recent quarter. 

Exhibit 22: Trend in gold loan AUM across NBFCs (% YoY growth) 

 
Source: Companies, MNCL Research  

CRISIL estimates gold loan NBFC AUM to grow at 17-19% for FY21E and 12-14% for FY22E. With 

collection efficiency at 99%+ (as of December 2020), it expects limited stress formation and foresees 

GNPA to remain largely stable at 1.9-2% for FY21E (vs. FY20 levels at 1.9% and well-below 4.2% 

levels witnessed in FY19). 

Our interaction with management hinted at inquiries back to pre-COVID levels. This is even as gold 

loan prices have corrected from its peak and could well be attributable to factors like online gold loan 

facility, door-step facility, and general pick-up in economic activities. Also, 80-85% of customers are 

repeat, and even as the average loan duration is at 75 days, the actual customer life cycle is at 430 

days before they graduate to more formalised/relatively secured and finer priced loan products. 

Further, with two-third of gold loan customers credit requirement being in nature of either 

consumption and or working capital loans, the possibilities of repetition therein is higher. We are thus 

factoring in 15.2% CAGR in gold loan AUM over FY21-23E.  

Exhibit 23: MGFL gold loan AUM to witness 15.2% CAGR over FY21-23E 

 
Source: Company, MNCL Research Estimates 
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Non-gold portfolio: Complementing the core-business.  

▪ Asirvad Microfinance – Volume-led growth. Foray into newer geographies augurs well from 

portfolio diversification and AUM growth perspective. 

▪ Vehicle and housing finance business – Drivers in place for strong growth.  

▪ Consolidated AUM to witness 17.2% CAGR over FY21-23E.  

Asirvad Microfinance – Factoring in 24.2% CAGR in AUM over FY21-23E 

Manappuram Finance (MGFL) through its subsidiary Asirvad Microfinance is into the business of 

micro-lending. Being the 4th largest NBFC-MFI, Asirvad AUM stood at Rs53.5bn (Q3FY21) catering to 

micro-credit requirements of 2.3mn customers through its 1,047 branches. Over FY17-20, Asirvad MFI 

portfolio has witnessed a healthy 25.5% CAGR in volume-based growth (i.e. new clientele addition) 

and 15.8% CAGR in value (i.e. ticket size), thus translating into 45.2% CAGR in overall AUM. Over FY15-

20, volume-led/overall AUM growth is higher at 53%/76%, respectively.   

Exhibit 24: Asirvad MFI – Trend in AUM and customer addition  

 
Source: Company, MNCL Research Estimates 

From a geographical AUM split point of view, 22% of its AUM is from the state of TN, followed by West 

Bengal (12%), Bihar (10%), Karnataka (9%), and others. The higher share of exposure to the state of TN 

follows its (a) core origin - started in 2007 with area of presence being TN, and (b) the disciplined credit 

market of TN. Management, however, has hinted at reducing its exposure in the state of TN to sub-

10% over the next three-years by placing greater attention to the states of Gujarat, Madhya Pradesh, 

UP, and Bihar and majorly in the rural markets therein. 

Notably, 75% of MFI operations are carried out of rural markets, the balance 25% being in the outskirts 

of urban market/tier-II cities. With operations carried out of 310 districts, Asirvad MFI has guided at 

increasing its reach to ~400 districts over the next two-three years and primarily into newly identified 

states in Central, Western and Northern India. From an operations point of view, Asirvad’s approach 

towards formation of groups, client training, on-boarding of clients, i.e. loan disbursement and 

monitoring is standard and in-line with industry best practices. With core-clients being first-time 

borrowers, the average loan ticket size is at Rs25,000 (in 1st cycle) and credit of up to Rs60,000 for 

customers in the second cycle and above.  

Asirvad MFI has weathered the COVID times well and with growth coming back coupled with the 

strong capital position, we are factoring in 24.2% CAGR in AUM over FY21-23E. A well-diversified 

borrowing mix bodes well for Asirvad and has also enabled contain cost of funds. With provisions 

largely behind, we expect strong profitability from the MFI business.  
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According to CRIF Highmark, MFI space witnessed an element of recovery in Q3FY21 (after two 

quarters of slowdown/portfolio consolidation) with a 1.2% QoQ increase in the gross loan portfolio 

and client-base addition (albeit still lower to December 2019 levels). PAR 1-30 (%) ratios have seen 

moderation over September 2020, PAR 31-180 (%), however, witnessed a sharp increase to 12.7% (vs. 

2.6% in Q2FY21).    

Exhibit 25: CRIF Highmark – Trend in PAR portfolio across players (December 2020) 

 
Source: CRIF Highmark, Dec’20 report. 

Asirvad MFI CE has improved from 75% in August 2020 to 91% in October 2020 and further to 99% in 

December 2020. On overdue basis, CE is well above 90%, MFI Stage-3 GNPA stood at 2.63% (without 

SC dispensation) and ~0.1mn customers have availed restructuring scheme. Asirvad has created COVID 

related provisions to the tune of Rs1.8bn (3.3% of loans) and overall provisions well-at Rs3.2bn (6% of 

AUM). Exposure to Assam is sub-1% of loans with CE at 75-80% levels. With growth coming back and 

contained costs, we expect margins to remain stable. Also, with contained provisioning requirements, 

we see return ratios inch higher over FY22-23E.  

Exhibit 26: Asirvad MFI – Dupont analysis 

(% of average assets) FY18 FY19 FY20 FY21E FY22E FY23E 

Interest Income 22.9 30.7 33.5 25.0 24.4 24.2 

Interest expense 11.6 10.9 10.3 10.3 10.5 10.7 

Net Interest income 11.7 17.3 20.5 14.8 15.2 14.7 

Other Income 1.5 1.6 1.0 0.5 0.5 0.5 

Total Income 12.2 13.4 14.2 12.4 14.4 14.2 

Operating Expenses 7.0 5.6 4.8 5.6 6.5 6.2 

Pre-provision profit 5.2 7.9 9.4 6.8 8.0 8.0 

Provisions 5.9 0.9 3.0 6.6 4.6 3.1 

Profit before Tax -0.7 7.0 6.4 0.2 3.4 4.9 

Taxes -0.2 2.4 1.5 0.0 0.8 1.2 

Profit after Tax -0.4 4.6 4.8 0.1 2.6 3.7 

RoE (%) -3.4 28.0 25.5 0.6 13.0 20.0 

Source: Company, MNCL Research Estimates 
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Vehicle financing (VF), home finance (HF), and Other segment:  

Vehicle Finance – Financing the small-fleet operators/first-time users. 

Manappuram Finance (MGFL) forayed into the vehicle financing operations in January 2015. With a 

well-defined customer segment, primarily being small-fleet operators/first-time users, MGFL VF 

business is focused on catering to credit requirements of customers in self-employed business. It 

mainly focuses on addressing the customer requirements toward light-commercial vehicle/small 

commercial vehicle and majorly in semi-urban/rural operations. The VF operations are carried out of 

222 branches of the MGFL gold loan business. Over FY15-20, MGFL VF portfolio has scaled to Rs13.9bn 

(5.2% of AUM), a whopping 144.6% CAGR, and follows focus at its core clientele and improved 

underlying sector dynamics. Moreover, 66% of loan exposure was towards CV financing (LCV/SCV and 

HCV, majorly used-CV) and with average ticket-size at Rs0.7mn; PV/TW segment accounted for 

9%/24% of AUM.   

However, following COVID-19 and the nationwide lockdown in Q1FY21 coupled with increased stress 

in organised VF portfolio across lenders, MGFL resorted to portfolio consolidation. Between FY20-

9MFY21, VF portfolio was reduced to Rs9.8bn (vs. Rs13.4bn) and now accounts for 3.6% of AUM. Share 

of CV, though remains healthy at 70%. While MGFL had extended the moratorium benefits to its 

customers under Phase-I of the scheme, the same was withdrawn under Phase-II. Despite the same, 

MGFL’s VF business has seen significant improvement in its collection efficiency, especially after 

H1FY21, and follows superior credit underwriting and collection mechanism. VF CE has improved from 

75% in June 2020 to 93% in September 2020 and further to 112% in December 2020 (including 

overdue CE). MGFL has created provisions to the tune of Rs660mn or 6.7% of AUM (including COVID 

provisions of Rs60mn) until 9MFY21.  

Exhibit 27: VF business – Trend in GNPA 
Exhibit 28: CE has been on a rise and attributed to reduction in 
GNPA since H1FY21 

  
Source: Company, MNCL Research Source: Company, MNCL Research 

The competitive nature of the lending landscape has seen MGFL put in place a stringent credit 

underwriting and appraisal mechanism. While operations are carried out majorly from gold loan 

branches, loan sanctioning, disbursement, and recovery process is separate and done through 

different teams. Management hinted at retaining its focus on its clientele i.e. self-employed customers 

being first-time users/small fleet operators and with limited access to formalised credit channel. 

MGFL’s VF portfolio witnessed a healthy 46.6% CAGR in AUM over FY18-20. While rating agencies have 

pointed at growth revival, our estimates are a tad lower as we factor in 16.2% CAGR over FY21-23E. 

Given the VF business is yet to turn profitable, we believe with economies of scale, growth revival, and 

contained costs, including provisioning, we see the VF business report profit over FY22-23E.  
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Home Finance – Going the granular way. 

Manappuram Finance through its wholly owned subsidiary is into the business of housing finance. 

Started in January 2015, housing finance operations are carried out of 47 branches, spread across 9 

states and catering to clients in affordable housing space. The client base is largely self-employed 

(75%) and primarily from South and West India. Over FY17-20, MGFL’s HF portfolio has scaled to 

Rs6.3bn, with 26.6% CAGR, and follows focus at its core-clientele and improved underlying sector 

dynamics. Moreover, 44% of loan exposure is towards home loans (with average ticket size at 

Rs1.07mn and yield at 14% levels), followed by home construction portfolio at 30% (average ticket size 

at Rs0.6mn) and LAP at 26% (average ticket size at Rs0.62mn and yield at 18%). The management has 

deliberately avoided exposure to riskier segments of developer loans, higher ticket-size LAP. 

MGFL resorted to portfolio consolidation between FY20-9MFY21 following COVID-19. Notably, 32% of 

its customers had availed moratorium under Phase-I of the scheme. The same got reduced to 9% in the 

second phase and NIL by the end of third phase. Collection efficiency (CE) over the same time has 

improved 76% in June 2020 to 95% in September 2020 and further to 97% by December 2020. Stage-3 

GNPA too has reduced from 5.1% in Q1FY21 to 4.9% (including SC dispensation) as at Q3FY21 primarily 

from its newer portfolio. GNPA in newer portfolio is at 1.7% (vs. 2.1% in Q2FY21). GNPA in older 

portfolio (following the legacy issue is higher at 15% levels), and thus, overall GNPA is at higher levels. 

GNPA (excluding SC dispensation) is at 7.1% due to its legacy portfolio. 

Exhibit 29: HF business –Stage-3 GNPA have declined Exhibit 30: HF business CE is at 95%+ levels 

  
Source: Company, MNCL Research Source: Company, MNCL Research 

Management hinted at growth revival and follows favourable macros including Pradhan Mantri Awas 

Yojana (PMAY). They have pointed at retaining its focus at its clientele i.e. self-employed and in 

affordable housing space. We are factoring in a 15.7% CAGR over FY21-23E. The HF business is already 

profitable (9MFY21 net profit at Rs46mn) and with economies of scale, growth revival, and contained 

costs, including provisioning, we see return ratios improve over FY22-23E.  

Others – On-lending to SME/NBFCs  

Others (in nature of exposure to SME/smaller NBFCs) AUM stood at Rs4.5bn as at 9MFY21. This 

portfolio has halved from its peak of ~Rs10bn in FY19 following uncertainties therein. Management 

has hinted at calibrated growth and we have factored it into our estimates.  

 

 

 

 

 

 

 

0.0%

2.0%

4.0%

6.0%

FY19 FY20 Q1FY21 Q2FY21 Q3FY21

20%

40%

60%

80%

100%

April May June July August Sept Oct Nov Dec

Q1 Q2 Q3



 

 

 

23 
Initiating Coverage 

Manappuram Finance Ltd  

Financial snapshot 

Factoring in 17.2%/17.9% CAGR in AUM/NII over FY21-23E 

Our interactions with management and surveys point to growth revival across key segments of gold 

loans, MFI loans, and slow-yet gradual demand pick-up in VF and HF segments. Notably, Q3FY21 saw 

AUM grow 14.7% YoY/2.7% QOQ led by 24%+ YoY growth in gold loans and 6.7% YoY growth in MFI 

loans. Rating agencies have pointed to 14-15% CAGR in gold loan AUM for the industry and we have 

built that into our estimates. While we see the growth in MFI portfolio to remain below-10% levels 

for FY21E, with growth revival and sector resilience to external shocks, we are factoring in 24.2% 

CAGR in MFI (Asirvad AUM) over FY21-23E. After a brief period of portfolio consolidation, we see VF, 

HF, and other segments growth to come back and have built in 15-16% CAGR therein over FY21-23E. 

We have factored in 17.2% CAGR in overall AUM over FY21-23E. 

Exhibit 31: Factoring in 17.2% CAGR in consolidated AUM over FY21-23E 

 

Source: Company, MNCL Research Estimates 

While the lending landscape has turned competitive in the areas of gold loans and MFI loans and 

tends to be rate-sensitive, MGFL has seen stickiness in its clients/less-sensitive to lending yields given 

its clientele (being customers from the low-income category with limited access to formal source of 

credit) and their credit behavior i.e. customers are in-sensitive to loan duration. We have factored in 

lending yields accordingly across loan exposure and are factoring in 17.9% CAGR in net interest 

income over FY21-23E (vs. 20.7% CAGR over FY18-20). 

Exhibit 32: Factoring in 17.9% CAGR in NII over FY21-23E 

 

Source: Company, MNCL Research Estimates 
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Superior rating and diversified borrowing bode well for cost of funds. 

A superior credit rating (MGFL saw its rating upgrade during the difficult days of the liquidity crisis of 

2018-2019), adequate liquidity on the balance sheet, positive ALM, and a diversified credit rating have 

enabled MGFL to borrow at competitive rates. Moreover, Q3FY21 saw the cost of funds decline to 

9.2% (vs. 9.3% in Q2FY21). Even as the loan duration is on the shorter-side, MGFL has consciously 

increased its liability duration, which has inched to 1.3 years (vs. 9-months earlier). It has also reduced 

its CP exposure to sub-10% (vs. 20%+) until FY20. MGFL raised US$300mn of MTN. It has ~Rs26bn of 

cash and cash equivalent and ~Rs25bn of undrawn line of credit from banks (21% of borrowings).  

Exhibit 33: MGFL – Credit rating  

Credit rating 

Domestic Rating 

- Long Term rating: AA (Stable) by CRISIL | AA+ (Stable) by Brickwork | AA (Stable) by CARE 

- Short term: A1+ by CARE 

- Commercial paper: A1+ by CRISIL, CARE 

International Rating: 

- Long Term: B+/Stable by S&P 

- Short Term: B by S&P 

- Long Term: BB – / Stable by Fitch 

Source: Company. 

Exhibit 34: Even as we built in rise in cost of funds, we expect trend in NIM to remain intact. 

 
Source: Company, MNCL Research Estimates 

Cost-rationalization measures underway; see Opex /AUM decline 

The granular nature of loan exposure i.e. smaller-ticket size and with shorter duration, MGFL business 

tends to be human-intense. Cost towards operations including recovery, thus, tends to be higher. 

Hence, MGFL has initiated efforts towards cost rationalisation including improving its IT capabilities to 

curtail costs. Albeit at a nascent stage of implementation, we see the ratio of Operating expense /AUM 

decline to 5.6% levels over FY22-23E vs. 6.6% levels for FY20. 
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Asset quality concerns abate; provisioning at comfortable 2.1% of AUM 

Rating agencies have hinted at stable asset quality for gold loan financiers for FY21E (GNPA at 1.9%, 

unchanged) and a marginal increase in NPA levels for home financiers (1.5%-2% GNPA for FY21 vs. 

1.2% for FY20). Segments of stress in MFI and VF financing portfolio, however, are expected to report 

stress following COVID-19 and its impact on business and recovery.  

Cashflow-based credit assessment in its gold loan portfolio and auctioning in an event of default / 

sharp rise in loan-to-value ratio on account of considerate drop in gold prices has enabled contained 

asset quality risk in core-gold loan segment. It has witnessed improved recoveries with CE at 99% in 

the MFI portfolio, 112% in its VF business, and 97% in its housing segment. While Manappuram had 

extended the moratorium benefits to its customers in its first phase, it had withdrawn the benefit and 

resorted to recoveries, including auctions. Resultantly, it has been able to contain its NPA. Standalone 

GNPA (without SC) dispensation is at mere 1.26% levels. Asirvad MFI segment has seen its GNPA 

moderate to 2.6% (without SC dispensation), and while NPAs remain higher in VF and HF business, 

these segments have reported improved collection efficiency.  

MGFL has also created adequate provisioning against its NPA. Cumulative consolidated provisions 

including COVID-related provisions stood at Rs5.7bn (2.1% of AUM). While we do not foresee any 

material risk in the core gold loan portfolio, risk around the Asirvad portfolio given the socio-political 

risk including ~0.1mn clientele that have availed restructuring, we have factored in higher loan-loss 

provisioning therein. We are factoring in 12% CAGR in provisions (LGD at 1.6% of AUM over FY21-23E).  

Exhibit 35: Segmental GNPA and provisioning therein 
 Standalone VF  Asirvad  MFI HF  Consolidated basis 

Stage-3 GNPA (Q3FY21) - %      

 - Without SC dispensation  1.26% 8.3% 2.63% 7.1% 1.61% 

Provisions (Rs mn)      

Cumulative provisions 2,230 660 3,220 216 5,680 

% of AUM 1.0% 6.7% 6.0% 3.4% 2.1% 

Source: Company, MNCL Research. SC denotes Supreme Court. VF is part of standalone business.  

See 19.7% CAGR in profits over FY21-23E and respectable return ratios. 

We are factoring in 19.7% CAGR in net profit over FY21-23E. With improved scale, operating leverage 

benefit and normalisation in credit cost over FY22-23E, we see acceleration in revenue/earnings 

traction for the subsidiary businesses. This in turn will aid in improved earnings growth on a 

consolidated basis. We are thus factoring in RoA at 6%+ and RoE at 25%+ levels over FY22-23E.  

Exhibit 36: Dupont analysis 

(% of average assets) FY18 FY19 FY20 FY21E FY22E FY23E 

Net Interest income 15.5 15.4 14.7 14.6 15.5 15.4 

Total Income 15.3 15.5 15.1 14.5 15.3 15.2 

Operating Expenses 7.7 7.4 6.0 5.2 5.4 5.3 

Pre-provision profit 7.6 8.1 9.1 9.3 10.0 10.0 

Provisions 1.1 0.3 1.0 1.4 1.4 1.3 

Profit before Tax 6.5 7.8 8.1 7.9 8.6 8.7 

Taxes 2.3 2.7 2.1 2.1 2.2 2.3 

Profit after Tax (ROA) 4.2 5.1 6.0 5.8 6.3 6.4 

RoE (%) 18.8 22.8 28.8 26.8 26.1 24.9 

RoAAUM (%) 4.6 5.4 6.6 6.4 6.7 6.8 

Source: Company, MNCL Research Estimates 
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Valuation - Initiate with a BUY and TP of Rs255 

Valued on SOTP-based methodology.  

We initiate coverage on Manappuram Finance (MGFL) with BUY and target price (TP) of Rs255 using 

the sum-of-the-parts-based valuation methodology. On a P/B (x) basis, it implies a valuation of 2x 

consolidated FY23E BV of Rs130 (ie. at 10% premium to its 5-year average 1-yr forward P/B). 

Exhibit 37: SOTP based valuation. 

Segment 
Networth# 

(FY23E) 
Valuation 

multiple (x) 
Business Valuation 

(Rs mn) 
Stake (%) 

MGFL share in the 
business   
(Rs mn) 

Per share  
(Rs) 

Standalone (A) 89,900 2.10 188,790 100 188,790 223 

Subsidiaries       

Asirvad MFI 14,560 2.50 36,401 93.33 33,973 40 

Housing Finance 2,302 1.00 2,302 100 2,302 3 

Value of subsidiaries 43 

After 25% holding Co. discount (B) 32 

Target price (A+B)      255 

Source: Monarch Research Estimates. #adjusted for NNPA and investment in subsidiaries. 

We have valued the standalone business at 2.1x FY23E adjusted networth (adjusted for NNPA and 

investment in subsidiaries) for its ability to generate 25%+ RoE on a steady-state basis. While the gold 

loan segment remains the key AUM growth/profit driver, we expect the VF business and others 

segment to contribute to earnings/revenue, and thus, to ROE following the scale of economies and 

improved sector dynamics. Sustainable RoE for the standalone business could well be higher than the 

reported RoE/FY23E RoE of 25-26%. Valuation multiples, under such circumstances could well trade at 

a higher band following improved growth/profitability. 

Our estimates factor in a steady improvement in revenue/earnings for the subsidiaries, given their 

positioning and favourable sector dynamics, and thus, the impact on earnings/return ratios. This is 

even as we factor in elevated provisioning for Asirvad (i.e. MFI business) and a gradual scaling of the 

housing finance business.  

We have valued MFI business at 2.5x FY23E networth for 20%+ ROE. Our estimates factor in 24.2% 

CAGR in AUM and 24%/26% CAGR in NII/PPOP. While CE has been on a rise, Asirvad, i.e. the MFI 

segment has reported higher NPAs and sub-5% of the portfolio is under restructuring. Hence, we have 

built-in loss given default, and see profit ratios improve over FY22-23E. Capital position remains 

healthy, concentration risk (exposure to state of TN at 22%) albeit warrants attention, with better 

credit underwriting and eventual default is expected to remain lower. Sustainable RoE for the MFI 

business could well be at 22-24% levels (vs. FY23E RoE at 20% levels). Valuation multiples, under such 

circumstances, could well trade at the higher band as investors draw greater comfort in the 

consistency and quality of the earnings. We have valued the housing business at 1x FY23E networth for 

its 5-6% RoE. Albeit at a nascent stage, we draw comfort in provision/positioning. 
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Sustainable ROE vis-à-vis reported/near-term ROE. 

Studies/anecdotal evidence suggest that sustainable RoE could well be different from the 

reported/near-term RoE. In other words, the near-term RoE could be suppressed either following 

growth slowdown, regulatory over-hang, one-off effect, or factors that remain out of control of the 

business, despite being temporary in nature, and have a near-term bearing on earnings/return ratios. 

Similarly, a one-off income/abrupt increase in growth (more of a temporary phenomenon) could see 

earnings/return ratios inch higher.  

The sudden fall in gold prices during FY13-15 coupled with regulatory caps on LTV/external factors saw 

revenue/earnings growth for gold loan companies decline. ROE moderated from 25% levels in FY12 to 

sub-10% over FY13-16, before moving upwards to 20%+ over FY17-20. 

Exhibit 38: Various external/internal factors have impacted MGFL earnings and near-term RoE 

 
Source: Company, MNCL Research  

While a substantial part of MGFL’s loan exposure is to sectors that have a higher bearing following the 

socio-political factors, studies suggest that its impact on growth/asset quality over the longer period is 

limited. Thus, while near-term RoE could well change to the external/internal factors, we believe that 

sustainable RoE for the segments of operations could well be higher given the underlying sector 

dynamics, MGFL positioning, clientele, and less sensitive/insensitive behaviour to the lending yields.  

The standalone near-term RoE for MGFL is expected at 25-26% levels. Sustainable RoE could well be 

higher once (a) gold loan portfolio gathers pace, and (b) VF business/Others segment adds to overall 

profitability. Similarly, while we see near-term RoE for Asirvad (MFI business) at 20% levels, with 

normalisation in credit cost and operational efficiency benefits, sustainable RoE for this business could 

well be at 22-24% levels.  

Empirical evidence points to valuation multiple re-rating for businesses that tend to see a narrowing of 

the gap between the near-term RoE and the more sustainable RoE. We see a higher possibility of 

MGFL reporting a more sustainable ROE across its business verticals. Valuation multiplies, under 

situation is slated to trade higher.  
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Blue-sky, Base-case and bear-case scenario 

▪ Our blue-sky scenario, under such a situation suggests a potential target price of Rs300 (valued 

the standalone business at 2.5x PB multiple and assigned a 3x multiple to Asirvad MFI). Higher 

than expected growth in the standalone business with a continued period of sustainable RoE could 

well see valuation multiples trade at a significant premium to its past trend/peer-set entities. The 

target price, under such circumstances, could well be at Rs400 (based on 3.5x PB for the 

standalone business/3x multiple to Asirvad MFI).  

▪ Our base-case scenario factors in near-term RoE at 25-26% for a 17%/18% CAGR in AUM/earnings 

growth. We have accordingly valued the standalone business at 2.1x FY23E PB and ascribed a 

valuation multiple at 2.5x FY23E PB to our MFI i.e. Asirvad segment to arrive at a target price of 

Rs255. On a consolidated basis, this implies a valuation of 2x FY23E consolidated BV (which is at a 

10% premium to its 5-year average P/B).  

▪ Our bear-case scenario factors in growth slowdown (following various external/internal factors), 

increased provisioning, and its impact on AUM/earnings growth. At 1x PB across business verticals 

would imply a target price at Rs120. 

 

Exhibit 39: Rolling forward P/B chart  

 
Source: Bloomberg, Company, MNCL Research Estimates 

Exhibit 40: Peer comparison – Manappuram Finance and some of the entities in similar business segments 

Co_Name 

  P/E (x) P/BV (x) RoE %) RoA (%) 

Price 
(Rs) 

Market Cap 
(Rs mn) 

FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E 

Manappuram Finance# 157.3 133,133 7.7 6.3 5.4 1.9 1.5 1.2 26.8 26.1 24.9 5.8 6.3 6.4 

Muthoot Finance 1214.4 487,192 13.0 11.4 10.3 3.3 2.7 2.2 27.9 25.6 23.2 6.7 6.6 5.9 

Diversified financials   32.8 18.8 13.8 3.1 2.6 2.2 9.0 12.7 14.2 1.9 2.8 3.2 

SCUF 1428.0 94,254 10.4 8.3 7.0 1.2 1.1 0.9 11.5 12.8 13.0 2.8 3.4 3.7 

IndoStar Capital 317.0 39,223 30.9 18.5 11.0 1.1 1.0 1.0 4.2 5.6 8.7 0.8 1.5 2.5 

LTFH 99.5 245,710 20.8 10.9 8.6 1.4 1.3 1.1 7.0 11.9 13.1 1.0 1.8 2.0 

Bajaj Finance 5272.2 3,176,931 68.9 37.2 28.6 8.7 7.2 5.8 13.5 20.7 22.1 2.9 4.5 4.7 

Asset financiers   27.5 19.3 16.8 3.3 2.8 2.5 12.5 15.0 15.3 1.9 2.4 2.6 

Sundaram Fin. 2605.0 289,426 37.2 29.4 27.7 4.7 4.2 3.8 13.9 15.5 14.4 2.2 2.5 2.5 

Chola. 562.5 461,266 28.4 22.0 18.4 4.9 4.0 3.4 18.1 19.6 19.7 2.4 2.7 2.8 

Shriram Transport 204.3 252,419 29.3 14.3 11.4 1.7 1.6 1.4 5.7 11.3 12.8 0.9 2.0 2.3 

Mahindra Finance 1472.7 372,684 15.2 11.7 9.9 1.8 1.5 1.4 12.2 13.8 14.4 2.1 2.5 2.7 

Microfinanciers   27.4 11.3 8.4 2.1 1.8 1.4 9.5 16.5 18.7 3.4 5.1 5.7 

CreditAccess Grameen 666.9 103,738 41.5 14.8 11.5 2.7 2.3 1.9 7.6 16.7 17.9 1.9 4.2 4.4 

Spandana Sphoorty 618.0 39,747 13.3 7.9 5.4 1.4 1.2 1.0 11.3 16.3 19.4 4.9 6.0 7.0 

Source: Bloomberg, Company, #MNCL Research Estimates. Prices as on 30th March 2021.  
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Key risks to our thesis 

▪ Volatility in gold prices and its impact on LTV / AUM growth: While an increase in gold price does 

have a positive bearing on AUM growth, sudden fall therein or volatility can have a bearing on 

LTVs, and hence AUM growth. Lower realisation (i.e. sell value as against the principal + interest 

amount O/s), on the back of sharp-fall in gold prices, can also result in losses.  

▪ Socio-political risk: The sectors of gold loan / MFI loans are highly vulnerable to socio-political risk, 

and hence any noise around waivers/dispensation has a direct bearing on growth / CE.  

▪ Concentration risk: Even as MGFL has made efforts at expanding its gold loan offerings to non-

South markets, a substantial part of business (60%+) is still from the Southern markets, thus 

exposing the entity to concentration risk. Even on the MFI business, top-3 states account for 44% 

of loans. Risk associated with any socio-political/natural factors can have a direct bearing on 

CE/growth. 

▪ Downgrading in credit rating: While MGFL enjoys a respectable credit rating and is given its 

strong capital positioning, diversified borrowings, and adequate leverage any change therein can 

have a direct bearing on the cost of borrowing and hence margins. 

▪ Increased competition: MGFL is exposed to competition from banks/NBFC-MFIs and FIs. Increased 

competition can have a direct bearing on AUM growth, and thus, the earnings. 

▪ Regulatory risk: MGFL gold loan/MFI businesses are highly regulated, and hence, any change in 

regulation either in terms of pricing, margins, growth, provisioning norms can have a direct 

bearing on revenue/earnings growth, and hence, the return ratios. 
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Corporate Governance 

We believe that sound corporate governance is necessary for enhancing the trust of shareholders and 

other stakeholders. We have undertaken a detailed corporate governance study covering broad 

aspects such as the composition of the board of directors, independent directors, compensation paid 

to the promoter directors and independent directors, details of auditors, nature and amount of 

contingent liabilities, related party transactions and CSR expenditure. 

Promoters and promoter group shareholding analysis and KMP 

Manappuram Finance promoted by Mr. V.P. Nandakumar (current MD & CEO) has its origins going 

back to 1949 when the business was started by his late father Mr. V. C. Padmanabhan. Promoter 

shareholding has remained largely unchanged.  

Holding (%) FY18 FY19 FY20 Dec’20 

Promoter and promoter group shareholding 34.64 35.14 35.05 35.0 

Source: NSE, MNCL Research 

Compensation analysis 

Mr. V.P. Nandakumar MD and CEO at Manappuram Finance compensation (ie % of PBT) has remained 

stable. It is also lower when compared to compensations of KMP at Muthoot Finance.  

Exhibit 41: KMP Compensation 

Name (FY20 - Rs mn) Designation 
Manappuram  

Finance 
Muthoot  

Finance 

Mr. V. P. Nandakumar  CEO - MD 110  

as a % of PBT   0.5%  

Mr. B.N Raveendra Babu Executive Director  21  

as a % of PBT   0.1%  

Ms. Bindu A.L.  CFO 9  

as a % of PBT   0.05%  

Mr. M G George Muthoot ED - Chairperson   154 

as a % of PBT    0.4% 

Mr. George Alexander Muthoot Executive Director   154 

as a % of PBT    0.4% 

Mr. George Thomas Muthoot  Executive Director   154 

as a % of PBT    0.4% 

Mr. George Jacob Muthoot Executive Director   154 

as a % of PBT    0.4% 

Mr. Alexander M George Executive Director   17 

as a % of PBT    0.0% 

Mr. Oommen K Mammen. CFO  48 

as a % of PBT   0.11% 

Source: Companies, MNCL Research  
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Independent Directors’ representation analysis 

Manappuram, has one of the strongest board of directors and its composition when compared to 

entities into peer set / diversified financials.  

Exhibit 42: Board Composition 

Particulars (FY20) 
Manappuram  

Finance  
Muthoot  

Finance  
IIFL  

Finance 
Shriram City  

Union Finance  

Total Strength  10 11 8 10 

Promoters 1 5 2 0 

% share of Board of Directors 10.0% 45.5% 25.0% 0.0% 

Executive  0 0 0 1 

Non-executive and non-independent  2 0 2 3 

Independent and Non-executive 7 6 4 6 

% share of Independent  70.0% 54.5% 50.0% 60.0% 

Source: Company, MNCL Research  

Auditors and compensation  

Deloitte Haskins & Sells LLP are auditors for Manappuram Finance. Their compensation has been 

in the range of 0.1%-0.15% of PBT.  

Exhibit 43: Auditors and their compensation  

Particulars (FY20- Rs mn) 
Manappuram  

Finance 
Muthoot  

Finance 

Deloitte Haskins & Sells LLP  21.32 0 

% of PBT 0.11% 0 

M/s. Varma & Varma - 7.74 

as a % to PBT  - 0.02% 

Source: Company, MNCL Research  
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Company Background 

Manappuram Finance Ltd. is one of India’s leading NBFCs focused mainly on gold loans. Promoted by 

Mr. V.P. Nandakumar (current MD & CEO), its origins go back to 1949 when it was founded in the 

coastal village of Valapad (Thrissur, Kerala) by his late father Mr V.C. Padmanabhan. The firm was 

involved in pawnbroking, and money lending was carried out on a modest scale.  

Mr. Nandakumar took over the reins in 1986 after his father expired. Since then, it has been a story of 

unparalleled growth with many milestones crossed. Incorporated in 1992, Manappuram Finance Ltd. 

has grown at a rapid pace. Soon after commencing operations, the company gathered several “firsts” 

to its credit. The first non-banking financial company (NBFC) in Kerala to receive a Certificate of 

Registration issued by the RBI, it was also among the earliest to go for an IPO in 1995. In 2007, it 

became first Kerala based NBFC to receive investment from foreign institutional investors (FIIs) when 

the celebrated P.E. fund, Sequoia Capital, invested Rs.700 million along with Hudson Equity Holdings. 

Received sizable foreign investment of Rs.12,450 million during two QIPs in 2010. The second QIP in 

November 2010, which raised Rs.10,000 million remains the single largest foreign investment in U.S. 

dollar terms received by any company in Kerala to this date. Manappuram Finance Ltd. became the 

first NBFC in Kerala to undergo credit rating in 1995 and later obtain the highest short-term credit 

rating of A1+ from ICRA. 

In recent years, the company has diversified into promising new areas like microfinance, home and 

vehicle finance, SME lending, insurance broking etc. The entry into microfinance followed the 

acquisition in 2015, and subsequent turnaround, of the Chennai-based Asirvad Microfinance Private 

Limited. From an AUM of less than Rs.3bn Asirvad’s portfolio has grown manifold to over Rs.50bn+ 

AUM the five years after the acquisition. 

Exhibit 44: Subsidiary companies and holding therein 

Name of the entity Principal Activity % of holding 

Asirvad Microfinance Limited Micro-finance lender 93.33% 

Manappuram Home Finance Ltd Affordable Housing 100.0% 

Manappuram Insurance Broker Limited Insurance Broking 100.0% 

Manappuram Comptech loans and Consultants IT & Consultancy 99.81% 

Source: Company, MNCL Research  
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Quarterly Financials& Key Operating Metrics 

Exhibit 45: Quarterly Financials 

Y/E March  (Rs. mn) Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 

Profit & Loss account         

Net Interest Income 7,065 7,555 8,316 8,902 8,911 9,089 9,763 10,347 

Total Income 7,872 7,950 9,424 9,826 10,374 9,496 10,070 10,928 

Operating Expenses 3,635 3,537 3,647 3,741 3,807 3,121 3,545 3,553 

Pre-provision profits 4,237 4,413 5,777 6,085 6,567 6,376 6,524 7,375 

Provisions 143 341 292 480 1,226 1,453 1,080 802 

Net profit 2,774 2,668 4,417 4,183 3,982 3,674 4,054 4,832 

         

% YoY growth         

NII 18.0 22.0 23.4 26.9 26.1 20.3 17.4 16.2 

Operating profit 34.3 35.8 57.8 53.4 55.0 44.5 12.9 21.2 

Net profit 53.6 33.4 97.2 69.3 43.6 37.7 -8.2 15.5 

         

Balance sheet         

Share Capital 1,686 1,690 1,687 1,690 1,690 1,690 1,692 1,692 

Networth 45,466 57,461 50,618 54,133 57,451 60,368 64,508 68,697 

Borrowings 152,972 224,076 185,204 197,813 218,167 239,803 247,347 233,744 

Loans  178,100 237,802 213,845 221,899 231,892 239,935 260,619 268,927 

Total assets / liabilities 204,457 295,420 242,766 261,333 289,510 314,200 322,613 314,358 
         

AUM 194,384 201,859 226,769 240,999 252,252 253,458 269,027 276,425 

% YoY growth 23.3 21.5 31.9 35.5 29.8 25.6 18.6 14.7 

Gold Loan 129,615 132,924 151,683 162,430 169,672 177,368 197,360 202,116 

% YoY growth 10.5 6.6 20.5 29.7 30.9 33.4 30.1 24.4 

MFI 38,408 41,983 47,243 50,221 55,026 50,383 49,710 53,577 

% YoY growth 57.6 72.2 73.1 57.2 43.3 20.0 5.2 6.7 

Housing 5,188 5,417 5,679 6,012 6,296 6,273 6,206 6,334 

CV  11,146 12,271 13,178 13,974 13,444 12,703 10,623 9,880 

Others 10,028 9,265 8,987 8,362 7,814 6,731 5,128 4,517 
         

Borrowings  161,662 185,204 197,813 224,076 242,601 247,346 233,744 

Debentures  22,633 20,372 25,716 40,334 50,946 69,257 72,461 

CPs  30,716 38,893 39,563 20,167 16,982 14,841 16,362 

WC/CC  72,748 77,786 77,147 64,982 70,354 64,310 56,099 

TL  32,332 44,449 51,431 71,704 77,632 71,730 63,111 

ECB  1,617 3,704 3,956 26,889 26,686 27,208 28,049 

Source: Company, MNCL Research 
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Financials (Consolidated) 
 
Exhibit 46: Income Statement  
P&L - Y/E March (Rs mn) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Net Interest Income 10,493 10,910 14,016 22,075 23,235 27,012 33,848 40,431 48,069 56,192 

Net Income 10,852 11,162 14,264 22,402 24,487 28,971 37,190 43,170 50,902 59,194 

Operating Expenses 7,421 7,025 8,781 10,745 12,345 13,858 14,740 15,558 17,800 20,413 

- Salaries 3,235 3,145 4,327 5,026 6,261 7,201 8,301 9,562 10,971 12,608 

- Other Expenses 4,186 3,880 4,454 5,719 5,958 6,461 6,203 5,726 6,513 7,433 

Pre-provision profit 3,431 4,137 5,484 11,657 12,142 15,113 22,449 27,612 33,102 38,781 

Provisions 469 282 423 1,092 1,773 547 2,376 4,107 4,625 5,093 

Profit Before Tax 2,962 3,855 5,060 10,565 10,369 14,566 20,073 23,504 28,477 33,689 

Taxes 1,170 1,422 1,932 4,072 3,609 5,080 5,270 6,171 7,476 8,845 

Tax rate (%) 39.5 36.9 38.2 38.5 34.8 34.9 26.3 26.3 26.3 26.3 

Profit after Taxes 1,791 2,433 3,128 6,493 6,760 9,486 14,803 17,334 21,001 24,844 

Source: Company, MNCL Research Estimates 
 

Exhibit 47: Balance Sheet  

Y/E March (Rs mn) FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Cash and Bank Balance 8,518 8,278 6,474 5,893 7,241 11,642 36,459 18,932 22,526 26,107 

Loans 82,420 96,084 113,853 134,057 152,439 178,119 231,893 265,939 312,143 366,858 

% to AUM 101.0 100.2 99.6 98.2 96.7 91.6 91.9 92.3 92.5 92.7 

Other assets  7,019 7,257 4,837 6,653 6,367 8,478 11,183 11,888 12,968 14,238 

Fixed Assets & Goodwill 2,019 2,066 2,303 2,225 3,101 3,675 8,061 8,272 8,624 9,107 

Total assets 108,384 116,163 128,392 149,832 170,296 204,540 289,511 306,990 358,268 418,367 

Equity Share Capital 1,682 1,682 1,682 1,684 1,685 1,686 1,690 1,692 1,692 1,692 

Networth 24,918 26,328 27,580 33,633 38,132 45,247 57,461 71,728 89,149 110,158 

Borrowings 77,954 86,320 96,379 109,867 126,071 152,972 218,167 221,354 254,929 293,696 

Other liabilities & Provisions 5,512 3,311 4,220 6,120 5,802 5,862 13,300 13,325 13,607 13,931 

Total liabilities 108,384 116,163 128,392 149,832 170,296 204,540 289,511 306,990 358,268 418,367 

Source: Company, MNCL Research Estimates. Financials are as per Ind-AS. 
 

Exhibit 48: Dupont analysis  
% of assets  FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Net interest income  9.7 10.6 12.3 16.9 15.5 15.4 14.7 14.6 15.5 15.4 

Other income 0.3 0.2 0.2 0.2 0.8 1.0 1.4 0.9 0.9 0.8 

Total income 9.2 9.9 11.7 16.1 15.3 15.5 15.1 14.5 15.3 15.2 

Operating Expenses 6.3 6.3 7.2 7.7 7.7 7.4 6.0 5.2 5.4 5.3 

Pre-provision profit 2.9 3.7 4.5 8.4 7.6 8.1 9.1 9.3 10.0 10.0 

Provisions  0.4 0.3 0.3 0.8 1.1 0.3 1.0 1.4 1.4 1.3 

Profit before Taxes 2.5 3.4 4.1 7.6 6.5 7.8 8.1 7.9 8.6 8.7 

Taxes 1.0 1.3 1.6 2.9 2.3 2.7 2.1 2.1 2.2 2.3 

Profit after Taxes 1.5 2.2 2.6 4.7 4.2 5.1 6.0 5.8 6.3 6.4 

RoE (%) 7.3 9.5 11.6 21.2 18.8 22.8 28.8 26.8 26.1 24.9 

ROAAuM (%) 2.0 2.7 3.0 5.2 4.6 5.4 6.6 6.4 6.7 6.8 

Source: Company, MNCL Research Estimates.  
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Exhibit 49: Key Ratios  
Year-ended FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Growth Ratio (%)           

Profit & Loss           

 - Net interest income -0.7 4.0 28.5 57.5 5.3 16.3 25.3 19.4 18.9 16.9 

 - Net income 0.7 2.9 27.8 57.0 9.3 18.3 28.4 16.1 17.9 16.3 

 - Operating profit 11.9 20.6 32.6 112.6 4.2 24.5 48.5 23.0 19.9 17.2 

 - Reported PAT 42.6 35.8 28.6 107.6 4.1 40.3 56.1 17.1 21.2 18.3 

Balance sheet           

 - Loan  -17.9 16.6 18.5 17.7 13.7 16.8 30.2 14.7 17.4 17.5 

 - AUM  -18.0 17.5 19.2 19.5 15.4 23.3 29.8 14.2 17.1 17.3 

 - Borrowings -20.6 10.7 11.7 14.0 14.7 21.3 42.6 1.5 15.2 15.2 

           

Ratios (%)           

NIM 9.1 9.9 11.7 16.1 14.8 14.7 14.0 13.9 14.8 14.8 

Spreads 11.0 11.4 12.0 15.9 14.7 14.8 15.6 15.0 14.7 14.5 

Cost/Income ratio 68.4 62.9 61.6 48.0 50.4 47.8 39.6 36.0 35.0 34.5 

Opex / AUM 8.2 7.9 8.4 8.6 8.4 7.9 6.6 5.8 5.7 5.6 

           

Asset quality           

GNPA (%) 1.2 1.2 1.0 2.0 0.5 0.5 0.9 1.6 1.8 1.7 

NNPA (%) 1.0 1.0 0.8 1.7 0.3 0.3 0.6 0.6 0.7 0.7 

           

Return Ratios (%)           

ROE 7.3 9.5 11.6 21.2 18.8 22.8 28.8 26.8 26.1 24.9 

ROA 1.5 2.2 2.6 4.7 4.2 5.1 6.0 5.8 6.3 6.4 

RoAAUM 2.0 2.7 3.0 5.2 4.6 5.4 6.6 6.4 6.7 6.8 

           

Per share ratio           

EPS 2.1 2.9 3.7 7.7 8.0 11.3 17.5 20.5 24.8 29.4 

BVPS 29.6 31.3 32.8 39.9 45.3 53.7 68.0 84.8 105.4 130.2 

ABV 28.6 29.8 31.4 37.2 44.3 52.7 66.3 82.4 102.3 126.8 

DPS 0.9 0.7 1.1 0.7 1.0 1.1 2.8 3.0 3.5 3.8 

Dividend payout % 98.9 55.5 72.8 23.4 30.0 23.0 19.3 17.7 17.1 15.5 

Valuation ratios           

P/E  8.0 10.0 7.5 10.0 12.7 8.9 8.2 7.6 6.3 5.4 

P/BV 0.6 0.9 0.9 1.9 2.3 1.9 2.1 1.8 1.5 1.2 

P/ABV 0.6 1.0 0.9 2.1 2.3 1.9 2.2 1.9 1.5 1.2 

Dividend yield % 5.3 2.3 4.0 1.0 1.0 1.1 2.0 1.9 2.2 2.4 

Source: Company, MNCL Research Estimates. P/B (x) and P/E (x) is on average basis. 
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Annexure 

Gold loan industry: Evolution and regulatory changes 

 
Source: KPMG Report, 2020 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio 
management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports 
periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange 
Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 
offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable 
sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of 
any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 
networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be 
and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to 
clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 
information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 
performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this report should be 
evaluated keeping in mind the fact that these-  

• are based on estimates and assumptions  

• are subject to significant uncertainties and contingencies  

• will vary from actual results and such variations may increase over a period 

• are not scientifically proven to guarantee certain intended results  

• are not published as a warranty and do not carry any evidentiary value.  

• are not based on certain generally accepted accounting principles  

• are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports 
based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals 
and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, we do not represent that it is accurate 
or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 
error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 
be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors 
and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person 
from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information 
contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not 
constitute scientific publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 
update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the 
entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent 
evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all 
investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors 
should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to 
in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of 
options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 
income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a 
hold, reduce or sell. The opinions expressed in the reports are subject to change, but we have no obligation to tell our clients when our opinions or 
recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The 
reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 
reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 
therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial 
instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with 
respect to any recommendation and related information and opinions.  
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We further undertake that-  

• No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 

company.  

• MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 

company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed, and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession 

this document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any 

foreign jurisdiction laws.  

“Research Report is based on only financials and future/ current prospective of the company , any relations with the company does not have any impact on the 

research analysis of the company , “MNCL” directly or indirectly may be associated with the company in business or regulatory relations”. 

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by>15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 

Manappuram Finance. 

 

Source: Bloomberg, MNCL Research 
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