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Strong Business growth with stable margins 

Company Details 

Market Cap: Rs 20,034m 

52 Week High/Low: Rs 299 / 159 

Bloomberg Code: MMFS@IN 

Reuters Code: MMFS.BO / NS 

Shares O/s: 86m 

Average Volume 
(3 months): 58,534 shares 

Price Performance 

(%) 1m 3m 12m 

Absolute 1.3 (9.1) 0.3 

Relative to 
Sensex (7.0) (8.6) (18.7) 

Result Snapshot 

M&M finance has reported 38%yoy growth in its operating income for the 
quarter to Rs. 2.7bn compared to Rs. 1.9bn a year ago. 

The loan book has grown by 32% for the year to Rs.58bn. The composition of 
tractors in the book has grown to around 22-25% increasing the overall yields 
to 15% from 14.5% last year.  

It has added 45801 new contracts in the quarter compared to 52715 
contracts in Q3FY07. Overall in FY07 the company added 173110 contracts. 
Gross NPA as a percentage of average advances stands at is 6.9% for the 
year, while Net NPA stands at 3%.  

At the CMP of Rs. 233, the stock trades at 3x and 2.3x its adjusted book 
value of Rs. 77 and Rs 90 for FY08E and FY09E respectively. We maintain 
Market Performer rating. 

Quarterly Table (Rs m) 

Y/e March Q4FY07 Q4FY06 yoy gr. (%) Q3FY07 FY06 FY07 yoy gr. (%) 

Total Operating Income  2,699   1,948   38.5   2,137   5,861   8,368   42.8  

Expenses        
Interest Expenses  957   676   41.6   856   2,194   3,240   47.7  
Employee Expenses  211   130   61.5   154   415   684   64.9  

 % of revenue 7.8 6.7  7.2 7.1 8.2  
Depreciation  29   16   85.1   16   52   74   43.7  

Other Operating Exp  347   271   27.9   342   858   1,210   41.1  
Total Expenses  1,544   1,093   41.2   1,367   3,518   5,209   48.1  
Profit before Provision  1,155   855   35.1   770   2,343   3,159   34.8  

Provisions  245   185   32.9   415   816   1,223   49.9  
Other Income  16   48   (66.4)  32   119   132   10.8  

PBT  926   719   28.8   387   1,646   2,068   25.6  
Tax  331   239   38.2   131   555   720   29.9  
 ETR (%)  35.7   33.3    33.8   33.7   34.8   

PAT  595   480   24.1   256   1,091   1,347   23.5 
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Result Highlights 

Net Interest Income for the quarter has increased by 38% for the year to Rs. 5bn from Rs.3.6bn. Interest expense 
for Q4FY07 stands at Rs. 957m, a yoy growth of 42%. During the year income from insurance activities have 
increased 3x to Rs. 119m from Rs. 38m. 

Commercial vehicles continue to dominate the Rs.58.65bn loan book with almost 45% share. The share of 
tractors has increased to almost 22-25% from 18-20% a year ago. Yields on tractors are in the range of 16-18%, 
increasing the overall yield for the company to 15%. Gross NPA for the year stands at Rs. 3.5bn. The company 
has made provisions of Rs. 2.bn, bringing the total Net NPA to 3% of the average advance.  

M&M finance company has been able to maintain spreads at 7.63%, however going ahead we expect them to 
gradually reduce to 7.3% in FY08 with the rising cost of funds.     

4th Quarter, being the post harvest quarter is believed to be a good collection period for the company, whereas 
there is no substantial growth seen in the loan book during the quarter. The company has increased its presence 
by having 403 branches across the nation compared to 306 branches a year ago. The company plans to exploit 
the branch network by widening its product offering in the future.  

Post harvest season leads to higher collections 

Total Operating Income
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Source: Company Data, PL Research 

M&M finance has securitised assets worth Rs. 6.17bn against which they have received a realization of Rs. 5.6bn. 
During FY06 it securitised assets worth Rs. 5.56bn for which they realized Rs.5.1bn. The company is witnessing 
rising demand for securitization from the banks as M&M finance’s portfolio matches the priority sector lending 
norms for banks.     

With the acquisition of Punjab tractors by Mahindra and Mahindra, the tractor financing market has increased for 
M&M finance. M&M and Punjab tractors together command around 40% market share, thus increasing the scope 
of financing tractors for M&M finance.    
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Key Figures 

Y/e March FY06 FY07 FY08E FY09E 

NII    (Rs m) 3,630 5,256 6,503 8,054 

PPP    (Rs m) 2,343 3,352 4,124 5,091 

PAT     (Rs m) 1,091 1,347 1,689 2,061 

EPS    (Rs) 12.4 15.3 19.1 23.2 

PER    (x) 18.7 15.2 12.1 10.0 

BVPS    (Rs) 79.6 90.0 102.9 121.3 

P/BVPS     (x) 2.9 2.6 2.3 1.9 

ABVPS    (Rs) 65.5 74.1 77.5 89.8 

P/ABVPS     (x) 3.5 3.1 3.0 2.6 

     RoAA    (%) 2.9 2.6 2.6 2.5 

     RoE     (%) 15.9 17.3 18.6 19.2 

 

 

 

 

 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information and is not for 
circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a 
solicitation to buy or sell any security.  The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not 
independently verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for 
the information, statements and opinion given, made available or expressed herein or for any omission therein. Recipients of this report should be aware that past performance is 
not necessarily a guide to future performance and value of investments can go down as well. The suitability or otherwise of any investments will depend upon the recipient’s 
particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. Either PL or its affiliates or its directors or its employees or its 
representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions of securities of companies referred to in this report and 
they may have used the research material prior to publication. We may from time to time solicit or perform investment banking or other services for any company mentioned in this 
document. 


