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Manappuram Finance Lid.: Q1FY18 Result Update

Twin concerns transient, Reiterate Buy

Manappuram Finance (MFL) reported Q1FY18 results with Consolidated quarterly PAT broadly flattish fo lower, de-growing -3% yoy to INR 155 cr. Group AUM
growth was particularly tepid at 3% yoy, but MFL continued to deliver highly creditable return ratios of 4.2% and 18.2% for Q1FY18 RoA and RoE, respectively.
This was achieved in a quarter of dual but transient concerns of Gold AUM de-growth and NPA provisions on MFI book, indicating continued continued
robust underlying shareholder value creation. Furthermore, MFL remains one of the best capitalised NBFCs with a Capital Adequacy Ratio of 28.2%.
Importantly, management has guided that a long-term CAGR for Gold Loan AUM of 10-20% is achievable and consolidated RoE of 20% can be maintained
over the next 3 years.

RoA and RoE for the quarter remain a highly creditable 4.2% and 18.2% despite transient concerns

MFL Q1FY18 NIl and Other Income grew 20% and 221% yoy to INR 575 cr and INR 24 cr, respectively. Operating Expenses grew at a faster pace than Total
Income at 29% yoy to INR 284 cr. Provisions (excluding Tax) grew much faster at 408% yoy to INR 81 cr. Consequently, Consolidated PAT de-grew -3% fo INR
155 cr. Group AUM growth was sluggish at 3% yoy, with AUM growing to INR 13380 cr. While slow AUM growth and flattish fo negative PAT growth were
disappointing from a headline perspective, MFL still delivered superlative RoA and RoE of 4.2% and 18.2% for Q1FY18. We also note that the gearing for MFL is
quite low and MFL can potentially expand RoE for the same RoA without unduly affecting risk profile.

Higher Provisions largely due to provisioning on MFI book but the worst is over for Asirvad Microfinance

Non-tax Provisions on MFl book were INR 72 cr as GNPA Ratio of MFl book rose to 6.9%. Internal provisioning norms for Asirvad Microfinance are much stricter
than RBI requirements and this led to INR 34 cr provisions higher than mandated by RBI. The worst is over for MFl business with collection efficiency for
disbursals post December close fo 100%. Disbursal have picked up significantly from July month. However, there may be some residual provisions on MFI book
going forward but these are not likely fo be as material as in Q1FY18.

Group AUM growth held back at 3% yoy by Gold Loan AUM de-growth but recovery ahead for Gold Loans

Group AUM grew 3% yoy fo INR 13380 cr due to Gold Loan book (80% of Q1FY18 Group AUM) de-growing -5% yoy. Since the customer set for MFL is af the
bottom of the pyramid, Demonetisation and drought conditions in South India have led to some customers not being able to recover and ultimately, this led
to high incidence of auctions in Q1FY18 at INR 531 cr. MFL had not opted for RBI dispensation for NPA recognition earlier. Importantly, management sounded
confident about Gold Loan business from Q2FY18 onwards. Furthermore, new business lines grew 59% yoy and now form 20% of Group AUM. The prior
guidance for new business lines forming 25% of Group AUM by the end of FY18 remains infact.

Fall in Cost of Borrowings a strong kicker for NIl growth and expected to fall further going forward

Cost of Borrowings (COB) for MFL fell 97 bps yoy to 9.4% and is expected to fall further going forward. Incremental COB at 8.3% provides an indication in this
regard. Furthermore, MFL has received a Long Term Credit Rating upgrade from Brickworks fo AA Stable and this provides incremental fillip fo COB
drawdown. Furthermore, MFL's customer set is not interest rate sensitive and there is no need for MFL to pass on COB benefit to customers, which supports the
maintainence of NIM above c.15% going forward.

Valuation and Rating: Maintain ‘BUY’ with Price Target of INR 118
At the current price of INR 86, MFL trades at a P/B of 1.3x FY19E consolidated book. We maintain ‘BUY’ Rating with Price Target of INR 118, at which the stock
will frade at 1.8x FY19 consolidated book.

Consolidated P&L (INR cr) QI1FY18 QI1FY17 yoy% Q4FY17 QoQ%
Net Interest Income 575 478 20% 605 -5%
Other Income 24 7 221% 10 148%
Operating Expenses 284 220 29% 268 6%
Pre Provisioning Operating Profit 315 266 18% 347 -9%
Provisions excluding Tax 81 16 408% 41 99%
Profit after Tax 155 160 -3% 201 -23%
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Manappuram Finance Ltd.

Q1FY18 Result Highlights

Consolidated P&L (INR cr) QI1FY18 QI1FY17 YoY% Q4FY17 QoQ% FY18E FY17 YoY%
Interest Income 831 743 12% 896 -7% 3256 3007 8%
Finance Expenses 256 265 -3% 290 -12% 1015 1003 1%
Net Interest Income 575 478 20% 605 -5% 2241 2004 12%
Other Income 24 7 221% 10 148% 1 1 5%
Total Income 598 486 23% 615 -3% 2243 2006 12%
Operating Expenses 284 220 29% 268 6% 894 835 7%
Pre-Provisioning Operating Profit 315 266 18% 347 -9% 1349 1170 15%
Provisions excluding Tax 81 16 408% 41 99% 56 56 0%
Profit before Tax 234 250 -7% 306 -24% 1293 1115 16%
Tax 81 89 -9% 106 -23% 388 389 0%
Profit After Tax 155 160 -3% 201 -23% 905 726 25%

Key Con Call Highlights (containing key information incremental to first page)

e LTVinthe Gold Loan business stands at 67%

e Gold Holdings under Online Gold Loans is 12.4% of total.

e The impact from the limit of INR 20,000 on cash disbursals in Gold Loan business has been minimal as MFL has found ways to mitigate the impact from the
same. These include direct fransfers to customer bank accounts and online gold loans.

e Security charges have increased significantly yoy since, for the Gold Loan business, MFL has reinforced security guard count including night guards as well as
armed guards. Management is looking at technology initiatives to mitigate the impact of this incremental cost.

e 87% of disbursements of MFI business now through non-cash means.

e PAR 60 and PAR 30 in the MFI business are 7.7% and 9.2%, respectively.

e Interest reversals on MFl book were about INR 6 cr.

e Of the MFI AUM of INR 1827 cr, INR 1275 cr has been created after December and, on this new book, the collection efficiency is close to 100%.
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Manappuram Finance Ltd.

Financials

Income statement (INR cr) - Standalone

Balance sheet (INR cr) - Standalone

RoE Decomposition

Year to March FY16 FY17 FY18E FY19E FY20E Ason31stMarch FY16 FY17 FY18E FY19E FY20E Yearto March FY16 FY17E FY18E FY19E FY20E
Interest income 2,213 3,007 3256 3,758 4,340  Share capital 168 168 168 168 210 Net Interest Income / Assets 11.2% 15.2% 14.8% 14.5% 14.6%
Interest charges 884 1,003 1,015 1.218 1,400 Reserves and surplus 2,569 3,142 4,047 5,091 6,330 OtherIncome / Assets 0.04% 001% 0.01% 001% 0.01%
Net interest income 1.329 2,004 2,241 2,541 2,940  Shareholders’ funds 2,737 3311 4,216 5,260 6,540 Net Revenues / Assets 11.2% 15.3% 14.8% 14.5% 14.6%
Otherincome 4 1 1 2 2 Long-term borrowings 1.115 1,953 2,246 2,583 2,970 Operating Expense / Assets 6.6% 6.4% 5.9% 57% 5.5%
Net revenues 1,334 2,006 2,243 2,542 2,942  Otherlong term liabilities 124 113 119 125 131  Provisions / Assets 0.3% 0.4% 0.4% 0.3% 0.3%
Operating expense 782 835 894 993 1,105 Non-currentliabilifies 1,239 2,066 2,365 2,708 3,101 Toaxes / Assets 1.5% 3.0% 2.6% 2.6% 2.6%
- Employee exp 399 421 463 509 560  Short-term borrowings 6,767 6,256 7,194 8273 9,515 Total Costs / Assets 8.4% 9.7% 8.8% 8.6% 8.5%
- Depreciation / amortisation 53 58 54 59 65  Trade Payables 23 69 72 76 79  Returnon Assets 2.8% 5.5% 6.0% 6.0% 6.2%
- Other opex 330 357 378 425 480 Other current liabilities 1,078 1,344 1,209 1,046 729  Assets / Equity 40 3.6 3.3 3.1 2.9
Preprovision op. profit 551 1,170 1.349 1,549 1.837  Short-term provisions 67 101 106 112 117 Return on Equity 11.2% 19.9% 19.8% 18.3% 17.9%
Provisions 32 56 56 58 67  Currentliabilities 7,935 7,769 8,582 9,506 10,440
PBT 519 1,115 1,293 1,491 1,770 TOTALEQUITY AND LIABILITIES 11,91 13,146 15,163 17,474 20,082 Valuation Mefrics
Taxes 182 389 388 447 531  Fixed assets 190 179 197 217 238 Yearto March FY16 FY17E FY18E FY19E FY20E
PAT 337 726 905 1,044 1,239  Non-current investments 324 324 421 548 712 Basic EPS 40 8.6 10.8 12.4 13.1
Extraordinaries 0 0 0 0 1 Deferred tax assets (net) 39 56 72 94 122 EPS growth 25% 115% 25% 15% 6%
Reported PAT 337 726 905 1,044 1,238 Long-termloans and advances 210 272 313 360 414 Book value per share 32.5 39.3 50.1 62.5 622
Basic number of shares (cr.) 84 84 84 84 95  Other non current assets 98 78 82 86 91 Basic P/E 21.5 10.0 8.0 6.9 6.6
Basic EPS (INR) 4 9 1 12 13 Non-current assets 861 910 1,086 1,305 1,578 Price-to-Book 2.6 22 1.7 1.4 1.4
Diluted number of shares (cr.) 84 84 84 84 95  Current investments 0 0 0 0 0
Diluted EPS (INR) 4 9 1 12 13 Cash and bank balances 492 412 432 454 477  Growth Ratios
Short-term loans and advances 10,179 11,496 13221 15204 17,484 Yearto March FY16 FY17E FY18E FY19E FY20E
Other current assets 379 329 423 511 543 Nl growth 20% 51% 12% 13% 16%
Current assets 11,050 12,237 14,076 16,168 18,504 Net Revenues growth 20% 50% 12% 13% 16%
TOTAL ASSETS 11,911 13,146 15,163 17,474 20,082 Opex growth 17% 7% 7% 1% 1%
PPOP growth 25% 112% 15% 15% 19%
Provisions growth 18% 71% 0% 5% 15%
PAT growth 25% 115% 25% 15% 19%
Operating Rafios
Year fo March FY16 FY17E FY18E FY19E FY20E
Yield on [EA 219%  264%  250%  250%  25.0%
Cost of Funds 12.0% 12.5% 11.5% 12.0% 12.0%
Spread 9.9% 13.9% 13.5% 13.0% 13.0%
Net Interest Margin 13.1% 17.6% 17.2% 16.9% 16.9%
Cost to Income Ratio 59% 42% 40% 39% 38%
Tax Rate 35% 35% 30% 30% 30%
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Manappuram Finance Ltd.

Edelweiss Broking Limited, 1st Floor, Tower 3, Wing B, Kohinoor City Mall, Kohinoor City, Kirol Road, Kurla(W)
Board: (91-22) 4272 2200
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Rating Expected to

Buy appreciate more than 15% over a 12-month period
Hold appreciate between 5-15% over a 12-month period
Reduce Return below 5% over a 12-month period
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Disclaimer

Edelweiss Broking Limited (“EBL" or “Research Entity"”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed fo carry on the business of broking, depository services and related activities. The business of EBL and its
Associates (list available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME Finance, Commodities, Financial Markets, Asset Management and Life Insurance.

Broking services offered by Edelweiss Broking Limited under SEBI Registration No.: INZ000005231; Name of the Compliance Officer: Mr. Brijmohan Bohra, Email ID: complianceofficer.ebl@edelweissfin.com Corporate Office: Edelweiss House, Off
CST Road, Kalina, Mumbai - 400098; Tel. 18001023335/022-42722200/022-40094279

This Report has been prepared by Edelweiss Broking Limited in the capacity of a Research Analyst having SEBI Registration No.INHO00000172 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an
offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other sources believed to be reliable. This report is
provided for assistance only and is not infended 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. Each recipient of this report should make such
investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his own advisors fo determine
the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in
whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject EBL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain
jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that future results
or events will be consistent with this information. This information is subject fo change without any prior notice. EBL reserves the right to make modifications and alterations to this statement as may be required from time to time. EBL or any of its
associates / group companies shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. EBL is committed to providing independent and
fransparent recommendation to its clients. Neither EBL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss
of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary frading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the
views expressed in the report. The information provided in these reports remains, unless otherwise stated, the copyright of EBL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of
EBL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

EBL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Intemet) reasons or snags in the system, break down of the system or any other equipment, server
breakdown, maintenance shutdown, breakdown of communication services or inability of the EBL to present the data. In no event shall EBL be liable for any damages, including without limitation direct or indirect, special, incidental, or
consequential damages, losses or expenses arising in connection with the data presented by the EBL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by
virtue of their receiving this report.

EBL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies), mentioned herein or (b)
be engaged in any other fransaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or
lender/borrower to such company(ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public
appearance. EBL may have proprietary long/short position in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business with EBL.

EBL or its associates may have received compensation from the subject company in the past 12 months. EBL or its associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. EBL
or its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EBL or its associates may have received any compensation for products
or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months. EBL or its associates have not received any compensation or other benefits from the Subject Company or
third party in connection with the research report. Research analyst or his/her relative or EBL's associates may have financial interest in the subject company. EBL, its associates, research analyst and his/her relative may have other
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatie and are subject to large fluctuations; ( ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (i) currencies may be subject to devaluation or government imposed
exchange controls which could affect the value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
EBL has financial interest in the subject companies: No

EBL's Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report.
Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No

EBL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No
Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by EBL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years.
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Disclaimer

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimer for U.S. Persons

Edelweiss is not a registered broker — dealer under the U.S. Securities Exchange Act of 1934, as amended (the*1934 act”) and under applicable state laws in the United States. In addition Edelweiss is not a registered investment adviser under
the US. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any
brokerage and investment services provided by Edelweiss, including the products and services described herein are not available to orintended for U.S. persons.

This report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not be considered as an advertisement tool. "U.S. Persons" are generally defined
as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United States. US Citizens living abroad may also be deemed "US Persons" under certain rules.

Transactions in securities discussed in this research report should be effected through Edelweiss Financial Services Inc.

Additional Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only fo and is directed only at (a) persons who have professional experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order
2005 (the “Order"); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such
persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only to relevant persons and will be engaged in only with
relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to
any other person.

Additional Disclaimer for Canadian Persons

Edelweiss is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer registration requirements under such law. Accordingly, any brokerage and investment
services provided by Edelweiss, including the products and services described herein, are not available to or intended for Canadian persons.

This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services.

Disclosures under the provisions of SEBI (Research Analysts) Regulations 2014 (Regulations)

Edelweiss Broking Limited ("EBL" or "Research Entity") is regulated by the Securities and Exchange Board of India (“SEBI") and is licensed to carry on the business of broking, depository services and related activities. The business of EBL and its
associates are organized around five broad business groups — Credit including Housing and SME Finance, Commaodiities, Financial Markets, Asset Management and Life Insurance. There were no instances of non-compliance by EBL on any
matter related to the capital markets, resulting in significant and material disciplinary action during the last three years. This research report has been prepared and distributed by Edelweiss Broking Limited (‘Edelweiss") in the capacity of a
Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No.INHO00000172.
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Manappuram Finance

Institutional Equities

11 August 2017

Reuters: MNFL.BO; Bloomberg: MGFL IN

Accelerated Provisioning In Microfinance Hurts Profitability

Manappuram Finance (MFL) posted strong net interest income or NIl growth of 19% YoY (2%
above our estimate) in 1QFY18, whereas PAT declined 3% YoY (15% below our estimate) on
account of accelerated provisioning in microfinance business. MFL has made an additional
provision of Rs340mn over and above what is required by regulations. Despite an increase
in gross non-performing assets or GNPAs by 50bps sequentially to 2.5%, net non-
performing assets or NNPAs eased 60bps sequentially to 1.1% backed by higher
provisioning. GNPAs in gold loan segment eased 90bps sequentially to 1.1% which partly
compensated for the rise in GNPAs in microfinance segment by 230bps to 6.9%.

Assets under management (AUM) growth were lower at 3% (against our estimate of 9%) and
declined 2% QoQ. A large part of slower growth can be attributed to weak underlying
demand in the aftermath of demonetisation and higher auctions during the quarter. As a
result, there was a decline of 5% in gold loan segment, but it constitutes 80% of AUM. Gold
holdings fell 6%, whereas per gram they were flattish. The management sounded confident
of growing its gold loan business by 10%-20% in FY18. MFI segment (Asirvad Microfinance)
grew 48% YoY and accounted for 14% of overall loan book. Other segments (housing loan,
commercial vehicle loan & loan against property) grew exponentially, albeit on a lower base.
Net interest margin or NIM expanded 102bps YoY to 16.7%. The expansion in NIM can be
largely attributed to lower easing in the cost of funds to 9.7% from 10.2% a year ago.
Lending yields are largely maintained at 24.3%. Operating expenses grew 29% as higher
expenses were incurred to beef up security at branches. As a result, cost-to-AUM ratio
deteriorated 140bps to 8.7%. The management expects the cost-to-AUM ratio to ease to 5.0%
over the medium term. Operating profit grew 18% YoY, which was 5% above our estimate.
Credit costs (annualised) increased to 240bps versus 50bps YoY because of accelerated
provisioning in MFl segment.

For FY17/FY18, we have increased our GNPA estimates by 30bps/40bps to 2.5%/2.6%,
respectively. We have cut our ABV estimate by 1% for FY19E. We have retained Buy rating
on MFL with a target price of Rs120, valuing the stock at 2.5x P/ABV of FY19E financials.
Valuation and outlook: With the worst-case scenario behind, regulatory environment turning
favourable and stable gold prices, MFL is targeting healthy growth going forward. However,
increase in loan delinquency post demonetisation needs to be managed well. MFL's de-risking
strategy has helped it to keep credit costs at a low level. Diversification into other segments will
enable faster utilisation of excess capital on its balance sheet and avoid any undesirable treatment
from the regulator for being a single-product company. Tier | capital of 22% ensures unhindered
growth and there is no need to raise capital for the next two years. MFL has the potential to deliver
RoA of ~4% and RoE of ~20% on a consistent basis, in our opinion.

We are participating in AsiaMoney’s Brokers Poll
2017. We would be pleased if you vote for us as
the feedback helps us align our equity research
offerings to meet your requirements. Click Here

BUY

Sector: NBFC
CMP: Rs95
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+91-22-3926 8068

Key Data

Current Shares O/S (mn) 841.9
Mkt Cap (Rsbn/US$bn) 78.6/1.2
52 Wk H/L (Rs) 110/58
Daily Vol. (3M NSE Avg.) 5,276,284

Price Performance (%)

1™ 6M 1Yr

Manappuram Finance ~ (4.1)  (5.7) 10.0
Nifty Index 0.3 11.7 14.3

Source: Bloomberg

Y/E March (Rsmn) 1QFY18 1QFY17 4QFY17 YoY (%) QoQ (%)
Interest income 8,300 7,433 8,959 11.7 (7.4)
Interest expenses 2,587 2,649 2,904 (2.3) (10.9)
Net interest income 5,713 4,784 6,055 19.4 (5.6)
NIM (%) 16.7 15.7 17.1 102bps (31bps)
Fee & other income 271 74 96 266.1 182.2
Operating income 5,984 4,858 6,151 23.2 (2.7)
Staff costs 1,409 1,206 1,254 16.8 124
Other operating expenses 1,429 989 1,430 44.5 (0.1)
Total operating expenses 2,838 2,195 2,684 29.3 5.7
Cost —to-income (%) 474 452 43.6 224bps 379bps
Cost-to-AUM (%) 8.7 7.3 7.5 140bps 120bps
Operating profit 3,146 2,663 3,467 18.1 (9.3)
Provisions 807 159 406 407.5 98.8
Credit costs (%) 24 0.5 1.1 184bps 122bps
PBT 2,339 2,504 3,061 (6.6) (23.6)
Tax 787 901 1,055 (12.6) (25.4)
-Effective tax rate 33.7 36.0 34.5 (233bps) (81bps)
PAT 1,552 1,603 2,006 (3.2) (22.6)
EPS (Rs) 1.8 1.9 24 (5.5) (23.7)
BV (Rs) 41.2 34.7 39.9 18.7 3.1
AUM (Rsmn) 1,33,798 1,30,139 1,36,571 2.8 (2.0)

Source: Company, Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: Financial summary

Y/E March (Rsmn) FY15 FY16 FY17 FY18E FY19E
Net interest income 10,908 14,016 22,076 24,293 27,745
Pre-provision profit 4,419 5,907 12,750 12,773 13,073
PAT 2,715 3,552 7,585 7,316 7,672
EPS (Rs) 3.2 4.2 9.0 8.7 9.1
ABV (Rs) 30.2 31.9 37.3 42,6 48.2
PIE (x) 29.4 22.5 10.5 10.9 10.4
P/ABV (x) 31 3.0 25 2.2 2.0
Gross NPAs (%) 1.1 0.9 2.3 2.5 2.6
Net NPAs (%) 0.9 0.7 1.6 1.5 1.4
RoA (%) 2.4 2.9 54 4.3 3.7
RoE (%) 10.6 13.2 24.8 204 18.8

Source: Company, Nirmal Bang Institutional Equities Research

Conference-call highlights
o Consolidated AUM was up 2.8% YoY, while gold holdings declined 2.8% QoQ to 59.4tn.
o Auctions stood at Rs5,710mn or 2.6tn.
¢ Online business accounted for 12.4% of the total business versus 11.9% in the previous quarter.
e  MFI business:
o AUM stood at Rs18bn, up 1.7% QoQ and 47% YoY.
o Loan disbursements were muted.
o Loss stood at Rs322mn.

o There was an increase in provisioning to Rs720mn on account of providing fully against loans
overdue on 120DPD and providing 50% against loans overdue on 90DPD.

o The company did not avail the Reserve Bank of India or RBI dispensation and as such provisioning is
up.

o 87% of loan disbursements were cashless.

o Asof 1QFY18-end, there were 1.27mn customers, 771 branches and 4,119 employees.

o CAR stood at 17.5%.

o There was interest reversal of Rs60mn.

o PARG0 is at 7.6% and PAR30 at 9.2%.
e Home loan business:

o AUM stood at Rs3,198mn with 35 branches in 6 states.

o 20% of new business came from housing segment.

o GNPAs stood at ~3%.
o Underlying demand continues to be weak in the aftermath of demonetisation, leading to muted growth.
e Higher auctions also pulled down the gold loan business.

o Average cost of borrowing was down 30bps QoQ to 9.4% while incremental cost of borrowing stood at
8.3%. A rating upgrade during the quarter should lead to even lower costs.

o Security charges were higher on account of reinstating all security personnel. Large branches were also
allotted night guards leading to higher costs. Armed guards deployed at some branches also pushed up
costs.

o The management gave 10-20% growth guidance in respect of gold loan business for the year.

o Other income was slightly higher on account of one-time input credit availed because of implementation of
GST.
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o Provision reversal of 10%-15% is likely in the next quarter.

o Loan disbursement of Rs0.1mn or more constituted ~60% of total loans.

Exhibit 2: Actual performance versus our estimates

(Rsmn) 1QFY18 1QFY17 4QFY17 YoY (%) QoQ (%) 1QFY18E  Devi. (%)
Net interest income 5713 4,784 6,055 19.4 (5.6) 5,585 2.3
Pre-provision profit 3,146 2,663 3,467 18.1 (9.3) 2,983 5.5
PAT 1,552 1,603 2,006 (3.2) (22.6) 1,825 (15.0)
Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 3: Change in our estimates
Revised estimate Earlier estimate % Revision
FY18E FY19E FY18E FY19E FY18E FY19E
Net interest income (Rsmn) 24,293 27,745 24,143 27,638 0.6 04
Net interest margin (%) 15.9 14.9 15.8 14.9 10bps 6bps
Operating profit (Rsmn) 12,773 13,073 12,659 13,165 0.9 (0.7)
Profit after tax (Rsmn) 7,316 7,672 7,724 8,104 (5.3 (5.3
EPS (Rs) 8.7 9.1 9.2 9.6 (5.3 (5.3
ABV (Rs) 42.6 48.2 42.8 48.6 (0.5) 0.7)
Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 4: One-year forward P/ABV
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Source: Company, Nirmal Bang Institutional Equities Research

Manappuram Finance



&% NIRMAL BANG Institutional Equities

Financials
Exhibit 5: Income statement Exhibit 6: Key ratios
Y/E March (Rsmn) FY15 FY16 FY17  FY18E  FY19E  Y/E March (Rsmn) FY15 FY16 FY17 FY18E FY19E
Interest income 19,682 23490 33,762 36,121 42,320 Growth (%)
Interest expenses 8,774 9,474 11,686 11,828 14,575 Net interest income 4.0 28.5 575 10.0 14.2
Net interest income 10,908 14,016 22,076 24,293 27,745  Operating profit 133 33.7 115.8 0.2 24
Non-interest income 252 249 342 583 513 Profit after tax 201 30.8 113.5 -35 49
Net revenues 11,160 14,265 22,418 24876 28,258 Business (%)
Operating expenses 6,741 8,358 9,668 12,103 15,185  Advances growth 16.7 18.3 217 20.2 232
-Employee expenses 3,145 4,327 5,029 6,304 8,516  Spreads (%)
-Other expenses 3,596 4,031 4,639 5,799 6,669 Yield on loans 220 224 26.8 237 228
Operating profit 4,419 5,907 12,750 12,773 13,073 Cost of borrowings 10.7 104 113 9.6 9.5
Provisions 282 423 1,092 1,517 1,270 Spread 114 12.0 154 141 13.3
PBT 4,137 5484 11658 11256 11,803  NIM 122 133 175 15.9 14.9
Tax 1,422 1,932 4,073 3,940 4,131 Operational efficiency (%)
PAT 2,715 3,552 7,585 7,316 7,672 Cost to income 60.4 58.6 431 487 53.7
Source: Company, Nirmal Bang Institutional Equities Research Cost to assets 580 79 82
Productivity (Rsmn)
AUM per branch 279 311 33.9 384 423
AUM per employee 5.9 6.1 6.3 6.7 71
Exhibit 7: Balance sheet Employee per branch 4.7 5.1 5.4 5.7 6.0
CRAR (%)
Y/E March (Rsmn) FY15 FY16 FY17 FY18E  FY19E Tier | 251 235 246 233 "5
Share capital 19,682 23490 33,762 36,121 42,320 Tier I 06 05 06 06 06
Reserves & surplus 8,774 9474 11686 11828 14,575 Total 256 240 25 239 291
Net worth 10,908 14,016 22,076 24,293 27,745 Asset quality (%)
Borrowings 252 249 342 583 513 Gross NPAs 11 0.9 23 25 26
Other liability & provisions 11,160 14,265 22,418 24,876 28,258 Net NPAs 0.9 07 16 15 14
Total liabilities 6,741 8,358 9,668 12,103 15185 Provision coverage 170 227 301 426 461
Fixed assets 315 4%r 5029 6304 8516 (i costs (excluding std. assets) 03 02 08 09 06
Investments 3,506 4,031 4639 5799 6,669 Credit costs (including std. assets) 0.3 0.4 0.9 1.0 0.7
Loans 4,419 5907 12,750 12,773 13,073 Return ratios (%)
Cash 282 423 1,092 1,517 1,270 ROE 106 132 28 204 188
Other assets 4,137 5484 11658 11256 11,803 RoA 24 29 5.4 43 37
Total assets 1,422 1,932 4,073 3,940 4131 Per share (%)
Source: Company, Nirmal Bang Institutional Equities Research EPS 32 42 9.0 8.7 9.1
BV 313 32.8 39.9 455 51.7
ABV 30.2 31.9 37.3 426 482
Valuation (x)
PIE 294 225 105 10.9 104
P/BV 3.0 29 24 2.1 1.8
P/ABV 3.1 3.0 25 22 20

Source: Company, Nirmal Bang Institutional Equities Research
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a relationship beyond broking

Rating track

Date Rating Market price (Rs) Target price (Rs)
9 June 2016 Buy 58 85
10 August 2016 Buy 87 130
11 November 2016 Buy 100 145
9 February 2017 Buy 93 140
14 February 2017 Buy 98 140
26 May 2017 Buy 89 120
11 August 2017 Buy 95 120

Rating track graph
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Disclaimer
Stock Ratings Absolute Returns

BUY >15%
ACCUMULATE -5% t015%
SELL <-5%

This report is published by Nirmal Bang's Institutional Equities Research desk. Nirmal Bang group has other business units with independent research teams
separated by Chinese walls, and therefore may, at times, have different or contrary views on stocks and markets. Reports based on technical and derivative analysis
may not match with reports based on a company's fundamental analysis. This report is for the personal information of the authorised recipient and is not for public
distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information for the clients of Nirmal Bang
Equities Pvt. Ltd., a division of Nirmal Bang, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates to current and historical
information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date appearing in the material and may be
subject to change from time to time without notice.

Nirmal Bang or any persons connected with it do not accept any liability arising from the use of this document or the information contained therein. The recipients of
this material should rely on their own judgment and take their own professional advice before acting on this information. Nirmal Bang or any of its connected persons
including its directors or subsidiaries or associates or employees or agents shall not be in any way responsible for any loss or damage that may arise to any person/s
from any inadvertent error in the information contained, views and opinions expressed in this publication.

Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) is a registered Member of National Stock Exchange of India Limited, Bombay Stock
Exchange Limited. NBEPL has registered with SEBI as a Research Entity in terms of SEBI (Research Analyst) Regulations, 2014. (Registration No: INH000001436 -
19.08.2015 to 18.08.2020).

NBEPL or its associates including its relatives/analyst do not hold any financial interest/beneficial ownership of more than 1% in the company covered by Analyst.

NBEPL or its associates/analyst has not received any compensation from the company covered by Analyst during the past twelve months. NBEPL /analyst has not
served as an officer, director or employee of company covered by Analyst and has not been engaged in market-making activity of the company covered by Analyst.

The views expressed are based solely on information available publicly and believed to be true. Investors are advised to independently evaluate the market
conditions/risks involved before making any investment decision.

Access all our reports on Bloomberg, Thomson Reuters and Factset.

Team Details:

Name Email Id Direct Line
Rahul Arora CEO rahul.arora@nirmalbang.com -
Girish Pai Head of Research girish.pai@nirmalbang.com +91 22 3926 8017 /18
Dealing

Ravi Jagtiani Dealing Desk ravi.jagtiani@nirmalbang.com +91 22 3926 8230, +91 22 6636 8833

Pradeep Kasat Dealing Desk pradeep.kasat@nirmalbang.com +91 22 3926 8100/8101, +91 22 6636 8831

Michael Pillai Dealing Desk michael.pillai@nirmalbang.com +91 22 3926 8102/8103, +91 22 6636 8830

Atul Vitha Dealing Desk atul.vitha@nirmalbang.com 022-3926 8071/ 022 -3926 8226

Nirmal Bang Equities Pvt. Ltd.

Correspondence Address
B-2, 301/302, Marathon Innova,
Nr. Peninsula Corporate Park,
Lower Parel (W), Mumbai-400013.
Board No. : 91 22 3926 8000/1; Fax. : 022 3926 8010
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