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Nifty 17,577.50

Sensex 59,031.30

Key Stock Data

CMP 31,035.80

Market Cap (% Cr) 41,366

52W High/Low 1,721.95/960.40

Shareholding pattern (%)

Promoter 73.37%
Fll 10.96%
DIl 10.47%
Public &Others 5.20%

Q1FY23 Result Snapshot -

»  Gold AUM at ¥56,689Cr vs %52,493Cr, up 8% YoY (down 2% QoQ)

> Decline in margin due to teaser loans; significant teaser loans customers migrated
to higher rates

> Interest spread at 9.37% vs 10.91% QoQ; guidance of spread at 10%+ in coming
quarters

»  Sequential improvement expected in the remaining quarters of FY23

» Management remains optimistic about growth in gold loans; Maintains guidance of
10-15% growth in AUM

Advances

» The company saw advance growth of 8% YoY (down 2% QoQ) for Q1FY23 -
reason being branches were more focussing on migration of teaser loan customers
to higher rate schemes as well as auctions worth ~Z13bn.

»  The company mentioned that going forward AUM will improve as demand is picking
up as recovery in the economy is gathering pace leading to higher demand for gold
loans.

»  The company re-iterated that it will try to achieve the growth guidance of 10-15% for
FY23.

Margins

»  The company saw decline in net interest margin sequentially to 10.74% vs 12.21%,
reason being attributed to teaser gold loans started in Q3FY22.

» The ultimate aim of teaser gold loan campaign was to acquire customers and grow
AUM. The company has discontinued the low interest scheme as on 31st
March,2022 and efforts are on to retain the customers and see yields inching up in
couple of quarters.

> A significant part of teaser loan customers have been migrated to higher rate
schemes by 30t June,2022.

»  The company gave the guidance of maintaining spread at ~10% (9.37% vs 10.91%

QoQ) and expects borrowing cost to go up gradually during the year.

Asset Quality

>

>
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The company saw decline in Stage 3 assets at 2.13% vs 2.99% QoQ due to higher
auctioning of gold loans at ~X13bn.

A large part of the default has been auctioned during the last three quarters as
customers were facing cashflow challenges and could not meet their repayment
commitments.

The company is giving more time to customers to repay and are not unduly
concerned about losing money.

Considering the nature of the business, asset quality will take a back seat because
the loans are backed by strong and highly liquid collateral asset i.e., gold.

Source: Company Data, Way2Wealth Research
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View

The stock has seen double whammy of soft growth and squeeze in margins
leading to steep correction.

Overall, we believe investors should exit the stock at current levels given the
uncertainty w.r.t. improvement in yield and growth in near term leading to earnings
pressure. The same is also reflected in 16% drop in PAT for Q1FY23.

Further, we would be closely watching company’s performance and we may re-
initiate our coverage based on any positive development in coming quarters.
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Q1FY23 Q1FY22 % YoY Q4FY22 %QoQ FY22 FY21 % YoY
Net Interest Income 1539 1701 -10% 1720.2 -11% 7120 6636 7%
PAT 802 971 -17% 960 -16% 3954 3722 6%
EPS 19.98 24.21 24.85 98.55 92.8
BV 457 383 457 457 379.7
P/BV 2.3 2.7 25 25 3.0
ROA % 5.6% 7.4% 6.8% 7.24% ~8%
ROE % 17.5% 25.4% 21.5% 23.55% 27.80%
GNPA % 2.13% 1.22% 2.99% 2.99% 0.90%
CAR % 30.62% 27.32% 29.97% 29.97% 27.40%

Source - Company Data, Way2Wealth Research

Comparison of Q1FY23 Results

(ZCr)
Particulars Muthoot Manappuram
AUM 56,689 20,400
AUM Growth YoY/QoQ 8%/-2% 23.6%/1.5%
AUM/Branch (In Cr) 12.46 5.69
Gold Holdings 178 67
Opex/Assets 3.30% 6.00%
GNPA 2.13% 1.40%
ROE 17.50% 14.40%
ROA 5.59% 4.40%
Gold Business Mix 89% 67%
Book Value 457 101
Trailing P/B 2.25 1.00

Source - Company Data, Way2Wealth Research
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Disclaimer

Analyst Certification: |, 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 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 in Muthoot Finance Ltd. as on 24™" August 2022

Name of the Security Muthoot Finance Ltd.
Name of the analyst Harshil Gandhi
Analysts’ ownership of any stock related to the information NIL
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
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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