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Stock data 

No. of shares : 226 mn 
Market cap  : Rs 155 bn 
52 week high/low : Rs 900/ Rs 427 
Avg. daily vol. (6mth) : 484,300 shares 
Bloomberg code : SHTF IB 
Reuters code : SRTR.BO 
 
Shareholding (%)  Dec-10 QoQ chg 

Promoters : 41.3 (0.1) 
FIIs : 40.2 2.2  
MFs / UTI : 3.3 (0.3) 
Banks / FIs : 0.1 0.0  
Others : 15.1 (1.8) 

 

 STABLE PERFORMANCE 
Shriram Transport Finance (STFC) reported profit growth of 27% YoY to
Rs 3 bn, in-line with our estimates. Net interest income declined 4% YoY
which led to moderation in NIMs (down 53 bps YoY). However, robust
income growth from securitization (up 64% YoY) drove 38% YoY growth
in operating profit. AUM rose 20% YoY to Rs 338 bn (up 7% QoQ) driven
by higher share of pre-owned CV (up 300 bps YoY to 77%). Therefore, on
an AUM basis, NIMs increased 154 bps YoY to 8.91%.  

Key highlights 
 Asset Quality: STFC maintained healthy asset quality with gross NPA

ratio declining by 14 bps QoQ to 2.4%.  However, in absolute terms
gross NPAs rose 4% QoQ whereas due to a marginal decline in
provision coverage ratio (80%), Net NPAs increased by 7% QoQ.  

 New CV – the main driver: Disbursements rose 30% YoY driven
mainly by the growth in new CV segment. New CV disbursements
increased at a higher rate at 112% YoY & 36% QoQ (comprising
29% of disbursements made during the quarter). Pre-owned CV
disbursement share declined to 71% from 82% a year ago.  

 Off-book AUM continues to remain high at 34% of total AUM (24% in
3QFY10) as STFC has done a securitization of Rs 15 bn in Q3.
However, its share has dropped by 200 bps sequentially, leading to
significant increase in securitization income. We expect STFC to
restrict its off-book share to maintain the leverage levels.    

Valuations 
On the back of STFC’s strong return ratios (highest amongst peers),
healthy biz growth & focus on a better ALM mix, we believe the stock is
well poised to deliver a steady performance. We expect higher yields to
be maintained, as there is structural demand-supply mismatch. STFC is
well capitalized (CAR at 23.6%) to fund its growth in new biz like
equipment finance. However, we have revised our EPS estimates
downwards by 12% to factor moderating NIMs. As the stock has
corrected by >20% in past 3 months, we upgrade our rating to BUY with
a TP of Rs 780 (Target P/BV of 3x FY12E Adj BV and 12.4x FY12E EPS). 

Financial Summary  

 
Y/E Mar 

PAT 
(Rs mn) 

FDEPS 
(Rs ) 

Change 
YoY (%) 

P/E 
(x) 

BV 
(Rs) 

Adj. BV 
(x) 

P/BV 
(x) 

P/Adj.BV 
(x) 

RoE 
(%) 

RoA 
(%) 

Net NPA 
(%) 

2009  6,124   30   57   22.7   113   105  6.1 6.5  30.0   2.8   0.8  

2010  8,731   39   29   17.7   170   165  4.0 4.2  28.5   3.4   0.7  

2011E  12,086   54   38   12.8   214   209  3.2 3.3  27.9   3.9   0.5  

2012E  14,137   63   17   10.9   266   260  2.6 2.6  26.1   3.6   0.4  

Source: Company, ENAM Research 
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Results update 

 Quarter ended  12 months ended 

(Rs  mn) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg 

 Interest Earned  9,784 10,256 (5) 9,562 2      38,017      36,155 5 

 Interest Expended  5,396 5,708 (5) 5,578 (3)      22,029      22,467 (2) 

 Net Interest Income  4,388 4,548 (4) 3,984 10      15,988      13,687 17 

 Other Income  4,162 1,363 205 3,775 10      16,367         8,842 85 

 Total Income  13,946 11,619 20 13,337 5      54,383      44,996 21 

 Total Net Income  8,550 5,911 45 7,759 10      32,355      22,529 44 

 Staff Expenses  940 546 72 934 1         8,103         5,176 57 

 Other operating expenses  1,259 772 63 1,101 14         4,501         2,925 54 

 Operating Profit  6,351 4,593 38 5,725 11      24,252      17,353 40 

 Provision & Contingencies  1,787 1,006 78 1,264 41         5,913         4,107 44 

 Provision for tax  1,551 1,219 27 1,472 5         6,254         4,515 39 

 Reported Profit  3,014 2,368 27 2,990 1      12,086         8,731 38 

 Adjusted Profits  3,014 2,368 27 2,990 1      12,086         8,731 38 

 EPS - Rs per share  13 11 20 13 1              54              39 38 

 Return ratios (%)                  

 Return on Avg. Net worth          26.49         31.58 (509) bps         27.93 (144) bps         27.86         28.46 (60) bps 

 Return on Avg. Assets            3.99           3.45 54  bps           4.16 (17) bps           3.94           3.36 58  bps 

 Asset quality (%)                  

 Gross NPAs (Rs.)          5,428         5,245 3         5,223 4         6,125         5,116 20 

 Gross NPA            2.40           2.43 (3) bps           2.54 (14) bps           2.40           2.80 (40) bps 

 Net NPAs (Rs.)          1,050         1,439 (27)            977 7         1,137         1,285 (12) 

 Net NPA            0.47           0.68 (21) bps           0.49 (2) bps           0.46           0.72 (27) bps 

 Provisioning               80              72 840  bps              81 (29) bps              81              74 682  bps 

 Business growth                 

 Disbursements       51,440      39,447 30      45,647 13    186,480    146,835 27 

 New CV       15,012         7,092 112      11,010 36 55,655      28,541 95 

 Pre owned CV       36,428      32,356 13      34,637 5 130,826    118,294 11 

 AUM     337,797    281,790 20    317,068 7    380,182    291,461 30 

 New CV       79,355      72,590 9      71,749 11      95,045      69,857 36 

 Pre owned CV     258,442    209,200 24    245,319 5    285,136    221,604 29 

Source: Company, ENAM Research,  
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this 
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to 
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations 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 its own advisors to determine the merits and risks of 
such an investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express 
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and 
alternations to this statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or 
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or 
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent 
of each other. The recipient should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM 
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to 
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident 
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


