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Company Background and Business Model Important Statistics (`crs) 
  
Financial Products – Spandana Sphoorty Financial Ltd (Spandana) is a rural focused 
Micro-Finance Institution with a pan India presence. It mainly focuses on ‘Abhilasha’ 
loans whose primary objective is to empower women in setting up and expanding 
income generating activities, smoothen household cash flows and acquire productive 
assets. For its income generation loans, it presently focus on areas such as agriculture, 
agriculture allied activities, small-scale activities and emergency needs. 

M.Cap (Cr) `7,868.11 
52 Week H/L (`) 1400/690 

NSE Code SPANDANA 
BSE Code 542759 

 

  
Details of key products offered by Spandana  

Product category 
Loan size in ` 

(range) 
Interest rate 

(%) 
Tenure 

Core Product – 98% of AUM    
Income generation (Abhilasha) 
loans  

6,000 – 60,000 24% 1-2 Years 

     
Other Prodcuts – 2% of AUM    
Loans against property    100,000 – 1,000,000 22-26% 1-10 Years 
Education Loans 10,000-20,000 24% 1-4 Years 
Gold loans  10,000 – 1,000,000 16-27% 1 to 12 Months 

 

 

  
 Loan Portfolio – Spandana has reported ~52% AUM CAGR from FY16-19 to 

`4,437 Cr. Post exit from CDR in FY17, Spandana was able to optimize the ticket 
sizes and also acquire new clients at existing and new branches. Overall 
disbursement for the company has also witnessed robust growth of CAGR ~55% 
from FY17-19.    

 

 
  
 Geographical Presence –Spandana faces limited concentration risk with portfolio 

spread across 17 states covering more than 272 districts.  

To address geographic concentration risk, SSFL management has maintained 
stringent exposure caps at the state, district and branch levels. With this adopted 
norm, the company’s operations are geographically well-diversified with no single 
state contributing more than 22% of AUM, no district contributing more than 1.9% 
of AUM and no branch contributing to more than 0.4% of AUM as on September 
30, 2019. 
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Figure 1- Strong Growth in AUM 
(Ex-AP)... 
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Figure 2- Led by Robust 
Disbursement 
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 Asset Quality –The company’s gross non-performing assets (GNPA) were 7.9 per 
cent of the loan portfolio in FY19, largely on account of `358.6 crore of NPA from 
the old AP portfolio and were fully provided for. Excluding Andhra Pradesh (AP) 
portfolio GNPA were 0.1% for FY19. 

Post demonetisation in Nov’16, SSFL has efficiently managed the situation and 
maintain industry leading portfolio quality with collection efficiency for FY17 at 
97.1%, 99.3% and 99.7% in for FY18 and FY19, on a consolidated basis 
respectively. 

 

  

 
  
 Liability – Spandana, post its exit from CDR scheme in 2017, has consistently 

diversified its overall liability with incremental borrowings being obtained from 
NCDs (~47%), NBFC (~18.5%) instead of remaining highly dependent on bank 
borrowings (~35% vs 100% earlier) leading to a reduction in Average Effective 
Cost of Borrowing from 16.3% for FY17 to 12.8% for FY19. 
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Figure 3- Well diversified Geography 
presence with proper risk management.. 
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Figure 4- .... led to sharp 
improvement in Asset Quality...
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Figure 5-...Reflected in collection 
efficiency trends 
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Figure 6- Diversified Borrowing Profile post exit from 
CDR 
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Figure 7- ...Aiding in superior NIM 
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 Key Risk – High exposure in the state of Orissa possess elevated risk of defaults 
in the event of cyclone and floods in the state.  

Unsecured nature of portfolio may affect asset quality & profitability in case of 
defaults. 

 

  
Peer Comparison Credit Access Grameen Spandana** 
Gross AUM (` in Cr.) 7,905 5,407 
GNPA (%) 0.52 0.77 
Cost/Income (%) 39.8 20.3 
Capital Adequacy (%) 34.2 51 
NIM (%) 12.1 18.6 
ROA (%) 4.8 14.6** 
ROE (%) 16.1 35.4** 
Price/Book Trailing ~4.5 ~3.3 

 

 

** Spandana ROA & ROE pre-tax numbers have been mentioned in Investor Presentation.  
  
Views & Valuations  

  
Micro-Finance in India remains the bright spot with `5-6 Tn opportunity (As 
per ICRA Research- Report titled “Indian Microfinance sector” dated 09 July, 
2019). Spandana is in a better position to capitalize well on this growing 
demand considering its thrust on rural market, ample liquidity, robust return 
ratios, low operating expenses, positive ALM and superior asset quality. 

Spandana trades at a discount of ~25% to Credit Access-its closest 
peer. Comparing the two, Spandana has better metrics in each of the 
segment which is the key reason for our optimism on the stock& 
hence we recommend to ACCUMULATE the stock in a staggered 
manner around the current market price and any decline (1250-
1100). We expect the valuation gap to narrow on sustainable 
performance by Spandana. 
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Disclaimer  

Analyst Certification: I, Harshil Gandhi, the research analyst and author of this report, hereby certify that the views expressed in this research report 
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the 
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. 
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company 
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence 
and objectivity in making any recommendations.  

It is confirmed that Harshil Gandhi, the author of this report has not received any compensation from the companies mentioned in the report in the 
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor 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 
contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or 
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor 
appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take into account the specific 
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or 
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this 
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. 
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may 
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves 
about, and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, 
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a 
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions 
in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should rely on their own investigations. In no event shall 
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or 
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to 
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but 
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse 
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable 
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an 
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of 
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any 
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its 
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have 
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.  

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as 
endorsement of the views expressed in the report.  

Disclosure of Interest Statement Spandana Sphoorty Financial Limited. as on December 9th, 2019 
Name of the Security Spandana Sphoorty Financial Limited. 
Name of the analyst Harshil Gandhi 
Analysts’ ownership of any stock related to the information 
contained  
Financial Interest   
Analyst : 
Analyst’s Relative : Yes / No 
Analyst’s Associate/Firm : Yes/No 

NIL 
 
 
No 
No 
No 

Conflict of Interest No 
Receipt of Compensation  No 
Way2Wealth ownership of any stock related to the information 
contained NIL 

 Broking relationship with company covered NIL 
Investment Banking relationship with company covered  NIL 

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from 
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and 
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.  
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