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Objective of the Issue 
• For repayment of inter-corporate deposit issued by the Promoter 

(L&T) to the Company ( ` 3,450mn). 
• For augmenting the capital base of L&T Finance (` 5,150mn ) and 

L&T Infra (` 4,850mn), to meet the capital adequacy requirements 
to support the future growth in their businesses and; 

• For other general corporate purposes. 

 
Company Background 
• L&T Finance Holdings Ltd is a financial holding company offering 

diverse range of financial products and services across corporate, 
retail and infrastructure finance sectors. 

• Promoted by L&T, Company has presence in 23 states with 837 
points of presence.  

• Company’s operates into four business groups; Infrastructure Fi-
nance, Retail Finance, Corporate Finance and Investment Manage-
ment Groups.  

 
Company’s Group Structure and Subsidiaries: 

 

 

 

 

 

 

 

 

 

 

Details of the issue 
Face Value ` 10 
Opening Date July 27, 2011 
Closing Date July 29, 2011 
Price Band ` 51 – ` 59 
Issue Type 100% Book Building Issue 

IPO Grade (CRISIL & ICRA)  5/5  (Strong fundamentals)   
Bid Lot 100 
Listing on BSE & NSE 

Issue Size as % of total Cap. 17.0% 

26th July 2011 

L&T Finance Holdings Limited 
Recommendation: Subscribe  

Lead Managers 
JM Financial 
Citigroup Global Markets India Pvt. Ltd. 
HSBC Securities & Capital Markets (India) Pvt. Ltd. 
Barclays Securities (India) Pvt. Ltd. 
Credit Suisse Securities (India) Pvt. Ltd. 
Equirus Capital Pvt. Ltd. (Co-BRLM) 

Investment Details  (For Retail Investors only)  
No. of shares at cut-off 3,300 

Max. Amount to be paid(`) 1,94,700 

Cheque favouring “Escrow Account – LTFHL IPO - R” 

GEPL CAPITAL | institution@geplcapital.com | +91 22 66182410  

Registrar 
Sharepro Services (India) Pvt. Ltd.  

Shareholding Pattern 
 Pre-Issue   
 Shares % 
Promoters 1,417,024,221                  95.9 
Others 60,000,205                    4.1 
Total 1,477,024,426 100.0 

Financial Snapshot 
Particulars  

(` mn.) 
For the year ended 
31st March, 2011 

For the year ended 
31st March, 2010 

Net Income 20,863.8 14,056.0 

PBT 6,116.0 3,941.7 

PAT 3,925.7 2,630.1 

EPS (`) 2.8 2.2 

RONW 13.6% 11.2% 

NPAs 0.5% 1.7% 

Peer Comparison 
Company Price (`) P/BV 

(x) 
EPS 
(`) 

P/E (x) RONW 
(%) 

L&T Fin. 59.0 2.9 2.8 20.9 13.6 

SRT Fin. 698.6 3.2 53.9 13.0 24.9 

M&M Fin. 717.0 2.9 50.9 14.1 19.4 

IDFC 141.6 1.8 8.8 16.1 11.4 

REC 218.5 1.7 26.2 8.4 20.2 

PFC 209.1 1.6 23.1 9.1 17.4 

Sundaram 
Fin. 

552.0 1.7 70.0 7.9 21.5 

 L&T

L&T Finance 
Holding Limited

L&T Finance Limited
L&T Infrastructure 
Finance Company 

Limited

India Infrastructure 
Developers Limited 

L&T Investment 
Management 

Limited

L&T Mutual Fund 
Trustee Limited



2 

L&T Infrastructure Finance Company Ltd. (L&T Infra): 
L&T Infra provides financial products and services to the customers 
engaged in infrastructure development and construction. Total income 
of Infrastructure finance group was ` 7,039mn which accounted for 
33.29% of the total income of the group. Total loans and advances out-
standing as on 31st March, 2011 is ` 71,864mn. 
 
L&T Finance Ltd. 
L&T Finance conducts retail and corporate finance business of the 
group. Total income for the group was ` 13,975mn which accounted for 
66.08% of the total income of the group. Total loans and advances out-
standing as on 31st March, 2011 is ` 101,567mn. 

 
L&T Investment Management Ltd. (L&T IM) 
L&T IM conducts investment management business which includes  
mutual fund segment (management, administration and distribution of 
L&T Mutual Fund) and the portfolio management services segment. 
Income contributed was ` 86mn which is 0.41% of the total income. 
 

Valuation & Recommendation: 
L&T Finance Holdings Ltd priced between ` 51-59 is at significant pre-
mium at both the price bands compared to its listed peers. Company is 
available at a P/E multiple of  18.02x and 20.85x at its lower and upper 
price bands of ` 51 and ` 59 respectively in comparison to the P/E mul-
tiples of its listed peers (8x-16x). Also, in terms of P/BV the company is 
expensive (2.89x) as compared to most of its listed peers (1.57x - 
3.23x). The premium is justified due to various reasons 

1. Backed by L&T, one of the most well respected business houses 
in India 

2. Strong Credit Rating from rating agencies like CARE and ICRA (IPO 
GRADE 5) 

3. Opportunity to grow their business by raising Tier II capital 
4. Quality of its loan book (Gross NPA’s have come down from 2.42% 

in FY10 to 1.11% in FY11 and Net NPA’s have also reduced by sig-
nificant amount from 1.69% in FY10 to 0.67% in FY11)  

5. Size of its loan book (` 179,432 mn) one of the largest players in 
the industry.  

Hence, we recommend a SUBSCRIBE with a medium to long term in-
vestment perspective. 
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Revenue break up among different groups: 
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Investment Rationale: 
 
Diversified & Balanced mix of high growth businesses  
Highly diversified business model with four core business groups; Infra-
structure Finance, Retail Finance, Corporate Finance and Investment 
Management. Company’s businesses operate in segments such as infra-
structure finance, construction and transportation equipment finance, 
rural product finance, microfinance, corporate loans and leases, supply 
chain finance, capital markets finance, distribution of financial prod-
ucts and investment management products and services. Many of these 
segments have been identified by government of India as focus area 
under its latest Five year plan. 
 
Strong Distribution network with presence throughout India  
Company has established its presence in 23 states with 837 points-of-
presence which comprises 117 branch offices, 269 meeting centers, 37 
Kisan Gaurav Service Kendra and 414 customer care centers across all 
business groups and segments. The company has more than doubled its 
points-of-presence from 226 in March 2008 to 837 in May 2011 thereby 
increasing its geographic coverage. 
 
Highly Experienced Management Team with proven track record of 
establishing and growing new lines of business  
Company has experienced senior management team which is supported 
by capable and talented pool of employees. Managers have diverse ex-
perience in financial services and industries and have understanding of 
not only finance but also specific industries, products and geographic 
regions that they cover. This allows them to form strong relationships 
with customers. Management has proven track record of establishing 
and growing new lines of business such as Microfinance (since June 
2008), financial products distribution (since September 2007) and Infra-
structure Finance (since January 2007). 
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High Quality Loan Portfolio  
One of the major strengths of the company is the quality of the asset portfolio 
which comprises funding of primarily income generating assets and activities. 
Each of the company’s business has strong credit check and asset valuation 
framework to evaluate and monitor credit risk at the time of origination. The 
recovery process is tailored specifically to each lines of business and is not out-
sourced. Gross NPA’s have come down from 2.42% in FY10 to 1.11% in FY11 and 
Net NPA’s have also reduced by significant amount from 1.69% in FY10 to 0.67% 
in FY11. 
 
Strong Parentage and Brand Equity of L&T  
Backed by L&T which is one of the most well respected business houses in India. 
This provides company with a significant competitive advantage in attracting 
new customers, talents and accessing capital. 
 
Good financial and capital position, as well as access to multiple sources of 
capital  
Strong credit ratings from both CARE and ICRA. L&T Finance and L&T Infra both 
have CARE rating of AA+ and ICRA rating of LAA+. This enables them to access 
funds at competitive rates for both secured and unsecured loans from banks, 
financial institutions and other market participants.  
 

Key Risks 
• Company’s financial performance is vulnerable to interest rate risks. 

• Risk of defaults and non-payment by borrowers and other counterparties 
would result in write-offs which may materially and adversely affect the 
company’s profitability and asset quality. 

• As on 31st March, 2011; 8.90% and 28.82% of the loans made by  
company’s retail and corporate finance groups are unsecured. If these loans 
become non-performing, it would result in write-offs which may materially 
and adversely affect the company’s profitability. 

• Out of the total loan portfolio, Microfinance constitutes roughly  
` 4,000 mn; Of which ` 1,800 mn comes from Andhra Pradesh. As this 
amount is not that much as compared to its total loan book size  
(`179,432mn), it should not materially affect company’s  
profitability. 
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