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Manappuram Finance Ltd. (MFL): Update (BUY)

9 Rays EquiResearch

Date CMP - 12 May’25 Price Target (12 mths) FY26e BVPS / PB(x) Market Cap 52 wk High / Low
13 May 2025 Rs. 231 Rs.315 Rs.180/ 1.3x Rs.19,530 cr Rs.248 / Rs.138

Key Highlights of Q4FY25:

4

In Q4FY25, MFLs NIl fell by 10% YoY to Rs.1,464 cr while PPoP was down by 27% YoY to Rs.683 cr mainly due to a rise in operating and finance expenses coupled with
decline in net interest income. MFL reported loss of Rs.203 cr vs profit of Rs.563 cr in Q4FY24, mainly due to elevated bad loans especially in microfinance vertical.

Provisions/bad debts significantly increased to Rs.919 cr during Q4FY25 (up by ~5x YoY) primarily due to increased stress in the microfinance sector, higher
defaults from overleveraged borrowers especially from Asirvad microfinance. They wrote-off Rs.565 cr during the quarter. This led to a decline in RoA to (-1.6%).

For FY25, NIl grew by 8% YoY to Rs.6,466 cr whereas PPoP was up only by ~¥3% YoY to Rs.3,628 cr due to higher employee and technology expenses along with
increase in borrowing. Net profit declined by 45% YoY due to higher provisions and elevated credit cost which impacted profitability.

The gold loan portfolio remains its core strength accounting for ~60% of AUM. Gold loans AUM grew by ~18% YoY to Rs.25,600 cr despite heightened competition.
Asirvad reported AUM decline of ~34% YoY to Rs.8,189 cr and posted a loss of Rs.626 cr due to sector stress. Pressure has peaked and recovery has begun.

While Q4FY25 saw peak stress and high impairment in MFI (Stage 3 at 8.3%), Net NPA for MFI decreased sequentially. A conscious tightening of underwriting
norms was implemented in vehicle finance and other non-gold segments due to asset quality challenges. They expect asset quality to improve in the near future.

The Bain Capital transaction, involving an 18% capital infusion into the parent company (9% equity, 9% convertible debenture), is currently undergoing regulatory
approvals and is expected to close by the end of the year. The strategy is to focus on secured loans, aiming for ~90% of book in secured lending in longer term.

Mgmt expects overall AUM growth of ~20% in line with similar growth in Gold AUM. The MFI share is expected to decrease to ~10% (from current 17%) by the
end of FY26. They target to reach RoE of ~18% in next few quarters. Their strengthen collection efficiency and shift in segment focus must improve asset quality.

Consensus estimates ~13% revenue growth over FY25-27e. Net profit is expected return to FY24 levels, reaching Rs.2,270 cr in FY26 and Rs.2,740 cr in FY27.
Management expects RoE to go back to 15-16% and RoA to ~4%. Book value/share is likely to grow by ~22% CAGR in next 2 years (i.e. growth+Bain cash infusion)

Valuation & View:

We consider FY25 a one-off year due to stress in microfinance segment, which led to higher NPAs. We remain optimistic about FY26, expecting ~20% AUM growth
supported by digital onboarding and rural demand. Growth in other secured businesses is also expected to improve following a period of tightened underwriting
norms. Bain’s reasonable stake enhances governance, with a new CEO expected to drive growth. Regulatory compliance (gold loan LTV reduced to 57%) mitigates
risks. Collection efficiency is likely to remain above ~99% with credit cost improving by 50-60 bps. We ascribe 1.75x P/B (~30-33% discount to the 10-Yr avg of Muthoot
Finance) on book value per share of FY26 (i.e. Rs.180). This leads to a target price of Rs.315 implying an upside potential of ~35% in next 12 months.
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Manappuram Finance Ltd.: Financial Summary

Manappuram Finance (Rs.cr) / CMP: Rs.231 FY24a FY25a FY26e FY27e
NetIncome 6,054 6,506 7,231 8,325
""" %chg . 75%  111%  151%
EBT ... 358 3634 393 4543
N e 2.7% 83% 15.4%
_NetPrott 2189 1216 . 2,268 2,714
N e A% 864% 19.7%
_____ BVPS(Rs.) 164 = 165 1804 = 2015
EPS (Rs.) 7.0 1.9 6.2 9.1
CS%chg  702%  2158% 47.3%
EBIT Margin 58.4% 55.9% 54.4% 54.6%
 NetMargn  362% 187%  31.4% 32.6%
CPBVY 17 16 13 11
CPEX) 330 1186 375 255
""" RA(%) B1%  25%  41%  4.3%
CRoE(%)  207% 10.0%  155% 15.9%

Source: Marketscreener & 9 Rays Equiresearch
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Manappuram Finance Ltd.: P/B Chart
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Stock has given a long term double top breakout above Rs.225. If it sustains and goes >Rs.235 then it opens the door
for Rs.365 (i.e. diff of Rs.225 & Rs.85 getting added to Rs.225).In worst case stock should not go below its 200 DMA placed at Rs.197.

[41] ACE Chart Reports
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Short Disclosure:

The above note should not be construed as a detailed research report. It is a compilation of facts and figures obtained from company annual report, company presentation, concall transcript, media
articles, and other publicly available information (believed to be from reliable sources). For financial summary we have used the Bloomberg consensus estimates. For deriving the price target, we have
used past valuation range and used our judgment of what it could be in future based on various factors like earnings growth, margin expansion, return ratios and cash flows.

Detailed Disclosures & Disclaimers (for private circulation only)

We (9 Rays EquiResearch) are a SEBI registered Research Analyst having registration number — INH000012412.
No penalties / directions have been issued by SEBI under the SEBI Act or Regulations made there under against 9 Rays EquiResearch.

This document has been prepared by 9 Rays EquiResearch and is intended for use only by the person or entity to which it is addressed to. This Document may contain confidential and/or privileged
material and is not for any type of circulation and any review, retransmission, or any other use is strictly prohibited.

This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report should also be aware that
past performance is not necessarily a guide to future performance and value of investments can go down as well.

All recommendations made are based on publicly available information, historical fundamentals, management interviews on media, concall transcripts available on financial websites, consensus
estimates available on subscription websites and individual valuation of respective companies. Clients should take informed decision after going through the recommendations and doing their own
investigations or reading. Kindly note that reports based on technical analysis of any brokerage firm may not match with the recommendations given by our firm.

Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in this material, but regulatory,
compliance, or other reasons may prevent us from doing so.

Our firm would mainly focus on providing recommendations on direct stocks. However, if client requests for specific input or recommendation on certain F&O stock/s then we would do so based
on the client requirement. It is important to note that transactions involving futures, options, and other derivatives give rise to substantial risk and are not suitable for all investors. In addition,
options involve risks and are not suitable for all investors. Please ensure that you have read and understood the risks associated with derivatives transactions before entering into them.

The user assumes the entire risk of any use made of this information. Each recipient of this recommendation/document/report 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 recommendation/document/report (including the merits and risks involved).

All views and recommendations expressed in the document/report are derived after doing thorough independent research and they may nor may not match the research recommendations
provided by the brokers with whom you are working with.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject 9 Rays EquiResearch to any registration or licensing requirement within such jurisdiction.
The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to
inform themselves of and to observe such restriction.

Since we are an independent research outfit, we don’t have any tie-ups with any stock broker or investment banking firm. I/We confirm that I/we have not received any compensation from any
company which is subject matter of recommendation/research. I/We have not co-managed any public offering nor received any compensation from any merchant banking or brokerage firm. I/we
have not served as an officer, director or employee of the recommended companies. I/We are not engaged in market making activity of any recommended companies.

Any company mentioned in the report/recommendation was not a client of 9 Rays EquiResearch or myself during twelve months preceding the date of recommendations/report.

We have started using Al through NotebookLM, Perplexity, ChatGPT & Bing to enhance the quality of inputs and information required for our analysis purpose. Wherever we are taking the help of
Al we are saving the inputs for internal reference and audit purpose. The use of Al is mostly done to extract details from company concalls, presentations, annual reports & management interviews.
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=  Personal disclosures:
Any financial interest of myself/9 Rays EquiResearch/my dependents in the subject/recommended company(ies): Yes

Do 1/9 Rays EquiResearch/my dependents have actual/beneficial ownership of 1% in the recommended or researched company(ies) at the end of the month immediately preceding the date of
publication of Research Report/recommendation: No

Have myself/9 Rays EquiResearch/my dependents served as an officer, director or employee of subject/recommended company(ies): No
Have myself/9 Rays EquiResearch/my dependents received any compensation from the subject/recommended company(ies) in the past 12 months: No

Risks: Investment in securities are subject to market risks. There are no assurances or guarantees that the recommendations given by us will be achieved. The value of securities recommended by us
may be adversely affected due to changes in the market conditions, micro and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk.

A graph of daily closing prices of securities is available at https://www.nseindia.com/ChartApp/install/charts/mainpage.jsp and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.
(Choose a company from the list on the browser and select the "three years" icon in the price chart).

Basis of Views (given at the time of recommendations):

Positive: Favourable industry dynamics, better placed in the industry, differentiated product/service portfolio, good management, strong financials, good corporate governance, good earnings growth
potential, decent return ratios, under valuation as compared to peers or based on historic range.

Neutral: Slow sector growth, near term macros not in favour of the sector, short term demand-supply mismatch, lack of positive triggers in near term, unfavourable raw material price equation in short
term, low earnings growth, mid-way valuations with limited scope of expansion in valuation multiple.

Negative: Adverse government policies, global headwinds facing the sector, sharp jump in commodity/raw material prices denting profitability, changes in key managerial personal, fresh eruption of
corporate governance, balance sheet impairment, future earnings to get impacted, future valuations are at steep premium to peer or near historic highs and scope of de-rating in valuation.

Basis of recommendation/ratings (from 12 months perspective):

BUY: If one year upside potential is >20%
ADD/Buy on Declines: If one year upside ranges between 10 & 20%
HOLD: If one year upside ranges between 0 & 10%
REDUCE/ SELL on rise: If one year downside is -10% & 0%

SELL If one year downside is > -10%.

Note: Target prices are on a 12-month horizon basis. These ratings are used illustratively to comply with applicable regulations.
For any queries or grievances kindly email to rusmik@?9rays.in or contact: +91 22319 98419.
Registered Office: 9 Rays EquiResearch, F-92, First Floor, Profit Centre, Breezy Corner CHSL, Mahavir Nagar, Kandivali West, Mumbai — 400067, India, Tel: 022-3199 8419.

SEBI Research Analyst Registration No. INH000012412
Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
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