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Raring to Go! 

We met with Mr Ankit Jain (CFO) and Mr. Dhvanil Gandhi (Business Development Manager)  

from the management team of MAS Financial Services Ltd. (MAS) to understand the 

company’s business strategy and growth prospects over the medium term. While the focus 

during the testing times of COVID remained primarily on maintaining asset quality, 

maintaining balance sheet strength and adequate liquidity, post-COVID, the management has 

tweaked its strategy slightly. It continues to remain confident of clocking robust growth over 

the medium term. This cements our confidence in the long-term prospects of MAS, wherein 

we believe the company is well-placed to deliver superior growth and return ratios along with 

stable asset quality. 

Key Takeaways 

(a) Growth to remain buoyant – MAS entered FY23 on a strong footing clocking an AUM 

growth of 30% YoY, driven by a robust disbursement growth. The management has 

indicated that the disbursement and growth momentum has sustained in Q2FY23 and is 

likely to continue in absence of any unforeseen disruptions. The management remains 

confident of clocking the AUM growth of ~25% CAGR over the medium term, thereby 

taking it to ~Rs 10,000 Cr over the next 2-3 years. 

(b) Wheels Portfolio to catch up over the medium term – MAS had earlier refrained from 

growing the wheels portfolio owing to an unfavourable risk-reward proposition and higher 

competitive intensity. However, with the CV cycle looking up and revival being seen in the 

auto segment, the management stated that MAS would refocus on growing the wheels 

book, thereby increasing its share in the overall portfolio to 20-25% from the current 11%. 

(c) Focus shifts to Direct sourcing Model – Pre-COVID a large part of MAS’ AUM was 

sourced from its NBFC partners (~55%) while the balance 45% was through its direct 

channels. Though the company was keen on expanding its geographical footprint by 

increasing its branch network, COVID-related challenges deferred the plan. With COVID-

related headwinds now behind, the company will look to shift the needle toward direct 

sourcing. H2FY22 onwards, MAS has successfully reduced its dependence on its NBFC 

partners from ~55% in Q2FY22 to 45% in Q1FY23 and is expected to stabilize at current 

levels. With a view to expanding its branch network, MAS has added ~20 branches taking 

the branch count to 145 vs. 125 in FY22. By the end of FY23, the management expects 

the branch count to scale up to 160 and to 225 as the company exits FY24. While its 

focus so far has been primarily in Western India predominantly Gujarat (GJ), Maharashtra 

(MH), Madhya Pradesh (MP), and Rajasthan (RJ), the company will now look to add 

branches in newer geographies namely Delhi NCR, Chhatisgarh, Telangana and Andhra 

Pradesh. Going forward, growth from direct sourcing will outpace growth from NBFC 

partners. 

The branches are generally small in size bearing a monthly cost of Rs 2.5-5 Lc with fixed 

costs being low and major costs being employee expenses. Thus, a branch turns 

profitable within 7-9 months of its commencing operations. Each branch has 1 manager, 

1 credit officer, and a few feet-on-street/sales personnel. 

Valuation & Outlook 

MAS emerged stronger post navigating the pandemic-related headwinds and remains well-

poised to grow with macros normalising. With disbursement and AUM growth accelerating and 

the momentum expected to continue, we expect MAS to deliver a strong 26/25% YoY AUM 

growth over FY23/24E. With a shift towards the direct sourcing model, though Opex is likely to 

inch up gradually, improving NIMs, and benign credit costs will help MAS deliver a strong RoA 

of 3.3-3.4% and maintain its RoE between 15-17% over FY23-24E. Despite the sharp run-up in 

the stock (+21% in the past month), the current valuations (2.3x FY24 BV) seem reasonable 

given MAS’ improving NIMs, strong return ratios, and stable asset quality and are also below its 

avg P/BV multiple of ~3x. We maintain our BUY rating on the stock with a revised target 

price of Rs 840/share (2.6x FY24E BV), implying an upside of 14% from the CMP. 
 

Key Financials (Standalone) 
(Rs. Cr) FY21 FY22 FY23E FY24E 

NII 219 250 356 447 

PPOP 268 246 334 423 

Net Profit 144 158 221 282 

EPS (Rs.) 26.1 28.9 40.3 51.6 

BV 214.5 239.4 275.7 322.3 

P/BV 3.4 3.1 2.7 2.3 

ROAA (%) 2.9 2.8 3.3 3.4 

NNPA (%) 1.5 1.7 1.6 1.4 

Source: Company, Axis Research 

 (CMP as of Sep 07, 2022) 

CMP (Rs)  737 

Upside /Downside (%) 14% 

High/Low (Rs)  847/469 

Market cap (Cr) 4,037 

Avg. daily vol. (6m) Shrs. 94,531 

No. of shares (Cr) 5.5 

Shareholding (%)  

 Jun-22 Mar-22 Dec-21 

Promoter 73.7 73.6 73.6 

FIIs 1.5 1.5 1.6 

MFs / UTI 8.0 8.1 8.5 

Others 16.8 16.8 16.3 

Financial & Valuations  

Y/E Mar (Rs. Cr) FY22 FY23E FY24E 

NII 250 356 447 

PPOP 246 334 423 

Net Profit 158 221 282 

EPS (Rs.) 28.9 40.3 51.6 

BV 239.4 275.7 322.3 

P/BV 3.1 2.7 2.3 

ROAA (%) 2.8 3.3 3.4 

NNPA (%) 1.7 1.6 1.4 

Change in Estimates (%) 

Y/E Mar  FY23E FY24E 

NII  - - 

PPOP  - - 

PAT  - - 

Axis vs Consensus 
EPS Estimates  FY23E FY24E 

Axis  40.3 51.6 

Consensus  37.2 47.3 

Mean Consensus TP (12M) 785 

ESG disclosure Score** 

Environmental Disclosure N.A 

Social Disclosure Score N.A 

Governance Disclosure Score N.A 

Total ESG Disclosure Score N.A 

Source: Bloomberg, Scale: 0.1-100 
**Note: This score measures the amount of ESG data a company reports publicly, and 

does not measure the company's performance on any data point. All scores are based on 

2020 disclosures 

Relative performance 

Source: Capitaline, Axis Securities  
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Key Takeaways (Contd…) 

 Unique NBFC partnership model – The company has a unique business model wherein it partners with smaller NBFCs to originate 

loans and currently works with ~150 NBFC partners. While the NBFC partnership will continue to contribute a fairly large part of the loan 

origination, the management believes that it would be an uphill task to partner with 150 new partners and mirror the historical growth 

rate from this model. Thus, MAS will look to deepen its relationship with existing NBFC partners. 

MAS adds more value to NBFCs than banks, as each NBFC partner has ~15 lenders including MAS. However, what provides MAS with 

the edge over the other lenders (especially banks) is the consistency and flexibility of these NBFC partners. Most of these NBFC & MFI-

NBFC partners do not enjoy a very high credit rating (with most of them barely above default rating due to their size) and hence are 

ineligible to avail attractive borrowing rates from banks. Additionally, even though banks offer these NBFC partners a better rate than 

MAS, their cost of carrying still remains high as they have to avail credit in one go rather than in a deferred manner (monthly basis). 

MAS provides funding to these NBFC partners on a monthly basis, which has helped the company sustain its relations with these 

partners, gain expertise and build a scalable model. 

 Fintech partners to contribute to growth – MAS is currently in the process to digitize its internal processes, especially in origination 

and credit assessment and disbursement. As a part of the distribution strategy, the company has tied up with several fintech and 

undertaken co-lending and has disbursed loans with a quarterly run-rate of ~Rs 200-250 Cr. The management had earlier indicated that 

they expect the fintech partnerships to contribute to ~20-25% of the disbursements going ahead, though in a risk-calibrated manner. The 

focus remains on the quality of customers sourced from this fintech and puts these customers through certain credit screens. The 

management also emphasised that it is currently in the process of decoding the impact of new digital lending guidelines on the company 

and does not expect any material impact of the same. 

 Housing Finance Opportunity – The management remains confident of ample opportunities in the housing finance subsidiary and is 

aiming at an AUM of Rs 1000 Cr over the next 3-4 years, growing at 30-35% CAGR. The average ticket size is ~Rs 8-10 Lc, while LTV 

is ~60%. The housing finance businesses are currently being carried out from 50 standalone branches predominantly present in Gujarat 

and Maharashtra only (other than MAS’ branch tally). MAS will look to enter Rajashtan and MP in the coming quarters. The focus areas 

are primarily semi-urban and rural areas, with the company financing both ready-to-move apartments (60% of AUM and mainly in semi-

urban areas) as well as self-construction properties. Even though the customer profile in terms of ATS is similar to MAS’ SME customers 

(ATS of Rs 15-20 Lc), the company does not see any evident cross-sell opportunities as there is a very low or no Margin of Safety in 

lending to existing SME customers. 

This product requires specialized knowledge and focus and cannot be operated along with other existing products. This is the primary 

reason for a slower scale-up in the HFC book despite a lower base. The business is directly sourced currently and the company does 

not plan to introduce the NBFC partnership sourcing model in the near future. 

 NIMs expansion on the cards – During the pandemic period, NIMs were under pressure owing to higher liquidity and a slowdown in 

AUM growth. As growth accelerates and the liquidity buffer reduces to 5-10% of AUM, MAS is likely to witness NIM expansion. The 

management will look to maintain its NIMs between 6-7% on a sustainable basis. ~75% of the book is floating rate and hence 

passing on any rate hikes to the customer will help the company maintain its yields and spreads. In line with the systemic rate hike, MAS 

has already passed on a 50-75bps rate hike to its customers. Similarly, on the liability side, 85-90% of the borrowings are 1-Yr MCLR 

linked and hence there is a lag in the transmission of the higher interest rates on the company’s CoF. The management expects a 35-

40bps jump in CoF in FY23. We expect MAS to maintain its NIMs at ~6.75-6.8% over FY23-24E. 
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Financials (Standalone) 

Profit & Loss  (Rs Cr) 

Y/E March FY21 FY22 FY23E FY24E 

Interest Earned 483 570 768 963 

Interest Expended 264 320 413 517 

Net Interest Income 219 250 355 447 

Other Income 111 88 122 156 

Total Income 329 338 477 603 

Total Operating Exp 62 92 143 180 

PPOP 268 246 334 423 

Provisions & Contingencies 75 34 39 46 

PBT 193 212 295 377 

Provision for Tax 49 54 74 95 

PAT 144 158 221 282 

Source: Company, Axis Securities 

 

Balance Sheet  (Rs Cr) 

Y/E March FY21 FY22 FY23E FY24E 

SOURCES OF FUNDS 
    

Share capital 55 55 55 55 

Reserves and surplus 1,118 1,254 1,452 1,707 

Shareholders' funds 1,173 1,308 1,507 1,762 

Total Borrowings 3,661 4,550 5,601 6,960 

Other Liabilities, provisions 344 216 259 300 

Total 5,178 6,075 7,367 9,023 

     

APPLICATION OF FUNDS     

Cash & Bank balances 997 831 839 903 

Investments 235 538 502 519 

Loans 3,805 4,554 5,824 7,348 

Fixed Assets & Others 141 152 203 252 

Total Assets 5,178 6,075 7,367 9,023 

Source: Company, Axis Securities 
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Ratio Analysis  (%) 

Y/E March FY21 FY22 FY23E FY24E 

VALUATION RATIOS 
    

EPS 26.3 28.9 40.3 51.6 

Earnings Growth (%) -14% 10% 40% 28% 

BVPS 214.5 239.4 275.7 322.3 

Adj. BVPS 207.3 219.9 262.5 307.2 

RoAA (%) 3.0% 2.8% 3.3% 3.4% 

ROAE (%) 13.4% 12.7% 15.7% 17.2% 

P/E (x) 28.3 25.5 18.3 14.3 

P/BV (x) 3.4 3.1 2.7 2.3 

     
PROFITABILITY 

    
Yield on Total Assets (%) (calc.) 10.2 10.4 11.7 11.9 

Cost of Funds (%) (calc.) 7.8 7.8 8.1 8.2 

Core Spread (%) (calc.) 2.4 2.6 3.6 3.7 

NIM (%) (calc.) 4.6 4.6 5.4 5.6 

     
OPERATING EFFICIENCY     

Cost-Income Ratio (%) 18.7 27.3 30.0 29.8 

 
    

BALANCE SHEET STRUCTURE RATIOS 
    

Loan Growth (%) 13.6 19.7 27.9 26.2 

Borrowing Growth (%) 17.2 24.3 23.1 24.3 

Equity/Assets (%) 21.6 20.6 19.7 18.9 

Equity/Loans (%) 29.4 27.5 24.9 23.2 

Total Capital Adequacy Ratio (CAR) 26.9 26.4 25.9 23.1 

Tier I CAR 24.8 23.1 22.8 20.2 

     

ASSET QUALITY     

Gross NPLs (%) 1.9 2.3 2.1 1.9 

Net NPLs (%) 1.5 1.7 1.6 1.4 

Coverage Ratio (%) 39.0 42.6 41.1 40.0 

Provision/Avg. AUM (%) 2.1 0.8 0.8 0.8 

     

ROAA TREE (%) (On Total Assets)     

Net Interest Income 4.5 4.4 5.3 5.4 

Non-Interest Income 2.3 1.6 1.8 1.9 

Operating Cost 1.3 1.6 2.1 2.2 

Provisions 1.5 0.6 0.6 0.6 

ROAA 2.9 2.8 3.3 3.4 

Leverage (x) 4.5 4.5 4.8 5.0 

ROAE 13.3 12.7 15.7 17.2 

Source: Company, Axis Securities 

  



 

  

 
   5 

 

MAS Financial Services Price Chart and Recommendation History 
 

 

 

Date  Reco TP Research 
17-Jul-20 BUY 814 Initiating Coverage 

14-Aug-20 BUY 814 Result Update 

10-Sep-20 HOLD 872 Company Update 

12-Nov-20 HOLD 900 Result Update 

12-Feb-21 BUY 978 Result Update 

01-Mar-21 BUY 978 Pick of the week 

21-May-21 BUY 1,010 Result Update 

12-Aug-21 BUY 960 Result Update 

17-Sep-21 BUY 960 Management Meet 

29-Oct-21 BUY 925 Result Update 

03-Nov-21 BUY 925 AAA 

04-Feb-22 BUY 765 Result Update 

06-May-22 BUY 800 Result Update 

05-Aug-22 BUY 775 Result Update 

08-Sep-22 BUY 840 Management Meet Update 

        

         Source: Axis Securities 
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Analyst: Dnyanada Vaidya 

Contact Details: dnyanada.vaidya@axissecurites.in 

Sector: BFSI 

Analyst Bio: Dnyanada Vaidya is MMS (Finance) with over 5 years of research experience in the 
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Analyst: Sumit Rathi, CFA 

Contact Details: sumit.rathi@axissecurites.in 

Sector: BFSI 

Analyst Bio: Sumit Rathi is MBA (Finance) and CFA Charter holder with over 6 years of research 

experience covering and tracking various sectors including Banking/NBFC sector. 

Disclosures: 
 

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INH000000297. ASL, the Research Entity (RE) as defined in the 

Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial products. ASL is a 

subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector bank and has its various subsidiaries 

engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are 

available on www.axisbank.com.  

2. ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the Association 

of Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity. 

3. ASL has no material adverse disciplinary history as on the date of publication of this report.  

4. I/We, Dnyanada Vaidya, MMS - (Finance), author/s and the name/s subscribed to this report, hereby certify that all of the views expressed in this research report 

accurately reflect my/our views about the subject issuer(s) or securities. I/We (Research Analyst) also certify that no part of my/our compensation was, is, or will 

be directly or indirectly related to the specific recommendation(s) or view(s) in this report. I/we or my/our relative or ASL does not have any financial interest in the 

subject company. Also I/we or my/our relative or ASL or its Associates may have beneficial ownership of 1% or more in the subject company at the end of the 

month immediately preceding the date of publication of the Research Report. Since associates of ASL are engaged in various financial service businesses, they 

might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report. I/we or my/our 

relative or ASL or its associate does not have any material conflict of interest. I/we have not served as director / officer, etc. in the subject company in the last 12-

month period. Any holding in stock – No 

5. 5. ASL has not received any compensation from the subject company in the past twelve months. ASL has not been engaged in market making activity for the 

subject company.   

6. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of its associates 

may have: 

Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research report 

and / or; 

Managed or co-managed public offering of the securities from the subject company of this research report and / or; 

Received compensation for products or services other than investment banking, merchant banking or stock broking services from the subject company of this research 

report; 

ASL or any of its associates have not received compensation or other benefits from the subject company of this research report or any other third-party in connection 

with this report. 

Terms & Conditions: 

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly 

confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 

without prior written consent of ASL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this 

report is not recommendatory in nature. The information is obtained from publicly available media or other sources believed to be reliable. Such information has not 

been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such 

information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or 

solicitation of offer to buy or sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all 

customers may receive this report at the same time. ASL will not treat recipients as customers by virtue of their receiving this report. 
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Disclaimer: 

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the 

recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, in this report may not be suitable for all investors, who must 

make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.  

 

This report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this 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 report (including the merits and risks 

involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions, including those involving futures, options 

and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, its directors, analysts or employees 

do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, 

including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, 

etc. Past performance is not necessarily a guide to future performance. Investors are advice necessarily a guide to future performance. Investors are advised to see 

Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in 

projections. Forward-looking statements are not predictions and may be subject to change without notice. 

 

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the 

company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities or earn brokerage or other compensation or act as a market maker 

in the financial instruments of the company(ies) discussed herein or act as an advisor or investment banker, lender/borrower to such company(ies) or may have any 

other potential conflict of interests with respect to any recommendation and other related information and opinions. Each of these entities functions as a separate, 

distinct and independent of each other. The recipient should take this into account before interpreting this document. 

 

ASL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this 

report should be aware that ASL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based 

on any specific merchant banking, investment banking or brokerage service transactions. ASL may have issued other reports that are inconsistent with and reach 

different conclusion from the information presented in this report. The Research reports are also available & published on AxisDirect website. 

 

Neither this report nor any copy of it may be taken or transmitted into the United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the 

United States or Canada or distributed or redistributed in Japan or to any resident thereof. If this report is inadvertently sent or has reached any individual in such 

country, especially, USA, the same may be ignored and brought to the attention of the sender. 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 ASL 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.  

 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the 

views expressed in the report. The Company reserves the right to make modifications and alternations to this document as may be required from time to time without 

any prior notice. The views expressed are those of the analyst(s) and the Company may or may not subscribe to all the views expressed therein. 

Copyright in this document vests with Axis Securities Limited. 

Axis Securities Limited, Corporate office: Unit No. 2, Phoenix Market City, 15, LBS Road, Near Kamani Junction, Kurla (west), Mumbai-400070, Tel No. – 022-

40508080/ 022-61480808, Regd. off.- Axis House, 8th Floor, Wadia International Centre, PandurangBudhkar Marg, Worli, Mumbai – 400 025. Compliance Officer: 

AnandShaha, Email: compliance.officer@axisdirect.in, Tel No: 022-42671582.SEBI-Portfolio Manager Reg. No. INP000000654 

DEFINITION OF RATINGS 

Ratings Expected absolute returns over 12-18 months 

BUY More than 10% 

HOLD Between 10% and -10% 

SELL Less than -10% 

NOT RATED We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation  

UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events 

NO STANCE We do not have any forward looking estimates, valuation or recommendation for the stock 


