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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in 
vulputate velit esse molestie consequat, vel illum dolore eu feugiat 
nulla  

 
 Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy 

nibh euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam,  
 

 quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. et iusto odio dignissim qui blandit praesent luptatum zzril delenit 
augue duis dolore te feugait nulla facilisLorem ipsum dolor sit amet, 
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Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon  

BFSI – NBFC Rs 817.3 Buy on dips to Rs 755-760 band and add further in Rs 665-670 band Rs 823 Rs 903 2 quarters 

Our Take: 

MAS Financial Services Ltd. (MFSL) has been strengthening its lending activities in the area of its operations. Its business  and  financing  
products  are  primarily focused  on middle  and  low  income  customer  segments,  which includes:  (i)  micro-enterprise loans (57% of 
AUM);  (ii)  SME  loans (29% of AUM);  (iii)  two-wheeler  loans (6% of AUM);  (iv)   Vehicle  loans  (new as well as used CV, cars, tractor 
loans) 3% of AUM and (v) housing loans (5% of AUM).  It is expanding its operations cautiously stressing more on quality growth rather 
than quantity. The company has a strong track record whereby it’s AUM and PAT has grown at CAGR of 39% and 40% over last 2.5 
decades. As on Q3FY21 its consolidated AUM stood at Rs. 5331cr. Despite the slowdown in the industry, MFSL has been able to maintain 
strong growth in almost all its verticals while maintaining its asset quality profile. The company is well capitalised with CAR of 32.6% at the 
end of Q3FY21. Strong relationships with banks and financial institutions provides comfort as the company has cash credit facility of Rs 
1,800cr out of which it has utilised 65-70% and kept rest as a liquidity buffer. It has comfortable asset liability maturity (ALM) with no 
cumulative mismatches on a standalone basis. 
 
The microfinance business has been particularly hit hard due to the pandemic and MSFL has been constantly assessing the situation and 
recalibrating its credit policy. With focus on collections, efficiency has improved to 96% in Q3FY21. The special Covid provision stood at Rs 
56cr at the end of Q3FY21 (1.66% of the on book assets) which would provide a cushion in the coming quarters. 
 
Valuations & Recommendation: 
Going forward, the company has been aiming for a 20-30% CAGR growth over next 5 years depending on the macro environment. Its core 
priority continues to be balancing growth with asset quality and profitability thereby generating consistent healthy RoA and RoE. We 
expect advances to decline by 15% in FY21E and grow at 13% CAGR over FY21E-FY23E. RoA is expected to improve to 4.3% by FY23E from 
4.1% in FY20. Investors can buy the stock on dips to Rs 755-760 band (2.9x FY23E ABV) and add further in Rs 665-670 band (2.55x FY23E 
ABV) band for a base case fair value of Rs 823 (3.15x FY23E ABV) and bull case fair value of Rs 903 (3.45x FY23E ABV) in the next two 
quarters. 
 
 

HDFC Scrip Code MASFIN 

BSE Code 540749 

NSE Code MASFIN 

Bloomberg MASFIN IN 

CMP May 6, 2021 817.3 

Equity Capital (cr) 54.7 

Face Value (Rs) 10 

Eq- Share O/S(cr) 5.5 

Market Cap (Rs cr) 4460.4 

Adj. Book Value (Rs)  183.2 

Avg.52 Wk Volume 30,500 

52 Week High 1110.9 

52 Week Low 532.2 

  

Share holding Pattern % (Mar, 2021) 

Promoters 73.60 

Institutions 12.19 

Non Institutions 14.21 

Total 100.0 
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Financial Summary   
 

Particulars (Rs cr) Q3FY21 Q3FY20 YoY-% Q2FY20 QoQ-% FY20 FY21E FY22E FY23E 

NII 47.4 79.8 -40.6 53.4 -11.3 300.8 251.4 241.1 291.6 

PPP 63.1 83.1 -24.1 71.7 -12.0 327.5 295.7 298.9 355.2 

PAT 36.2 48.7 -25.7 35.3 2.4 181.3 161.5 184.5 215.1 

EPS (Rs) 6.6 8.9 -25.7 6.5 2.4 32.9 29.3 33.4 39.0 

P/E (x)      24.8 27.9 24.4 21.0 

P/ABV (x)      4.5 3.9 3.5 3.1 

RoAA (%)      4.1 3.5 4.0 4.5 
      (Source: Company, HDFC sec) 

Recent Triggers  
Q3FY21 Financials 

Net interest income declined 41/11% YoY/QoQ on account of 15/4% decline in consolidated AUM. Focus on asset quality in the present 
uncertain times led to this fall in AUM. Higher liquidity maintained by the company put downward pressure on NIMs (calculated) which 
declined from 5.1% in Q3FY20 to 3.5% in Q3FY21. PAT declined 26% YoY due to lower operating expenses which declined 32% YoY to Rs 
18cr resulting in improvement in C-I ratio from 24.1% in Q3FY20 to 22.1%. Provisioning fell by 18% to Rs 14.5cr. The company made 
additional provision of Rs 3.9cr towards the pandemic impact, taking the cumulative COVID-19 related provision to Rs 56.1cr (~1.66% of 
on-book AUMs). 
 
Proforma GNPA/NNPA stood at 1.70/1.33% as compared to 1.60/1.18% in Q2FY21. Collection efficiency improved from 92% in Q2 to 96% 
on Q3FY21. Disbursements were lower by 22% at Rs 1031cr. The management expects disbursements of Rs 800-1,000cr in Q4FY21. The 
share of off Balance Sheet loans declined sharply to 33% from 42% QoQ. Liquidity position continues to remain strong with cash and bank 
balance at ~Rs 1,000cr and sanctions on hand of ~Rs 1,850cr.  
 
Long term Triggers 
Diversified loan book presenting significant growth opportunities 
MFSL offers a diverse range of financial products and services targeted at the low and middle income customer segments. Its micro-
enterprise loan and SME loan segments extend loans to manufacturers, dealers, distributors and related service providers in various 
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industries. The housing loan and two-wheeler loan segments are targeted towards salaried and self-employed individuals. It covers 
diversified customer demography through its various financing products. As of Dec-2020, Micro-Enterprise loans accounted for 57% of 
consolidated AUM, SME Loans and 2W Loans for 29% and 6% respectively. The diversified product portfolio and customer base aligned 
with increasing market demand is a key component of its growth and success. 
 
Its wide, multi-channel business sourcing network enables the company to introduce new financing products with relatively low 
incremental investment and operating expenses. It also enables to reduce exposure to sector-specific declines, local or regional economic 
downturns, disruptions from political circumstances and/or natural disasters. Going forward, the company further aims to further leverage 
its expertise in rural and semi-urban India catering to LIG and MIG category of clients and aims at scaling-up its SME and Housing portfolio 
which are key growth drivers for the company. 
 
AUM Growth Trend (Rs Cr) 
 

 
 

(Source: Company, HDFC sec) 
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Deep market knowledge through extensive sourcing channels 
MFSL has developed an extensive operational network in Gujarat and Maharashtra by focusing on grass root level market knowledge. This 
enables to better understand the customer requirements and ensure better collection, reduced loan delinquencies and greater efficiency 
of operations. In addition to the direct sales team, MFSL has entered into commercial arrangements with a large number of sourcing 
intermediaries including commission based DSAs as well as sourcing partners where part of a loan default is guaranteed by such sourcing 
partners. These revenue sharing arrangements act as a relatively stable revenue source for such sourcing partners and are therefore 
attractive to them. As of Dec-2020, MFSL had 243 sourcing intermediates for its CV Loans and 315 for 2W Loans. 
 

Leveraging on its in-depth market knowledge the company has also formed close working relationships with MFIs, HFCs and other NBFCs 
focused on similar markets. This allows MFSL to widen its network while maintaining a lower risk profile. As of Dec-2020 it had 117 such 
institutional relationships and ~33% of the total AUM was created through various NBFCs. 
 

Robust credit assessment and risk management framework 
MFSL has developed customised credit analysis procedures for each product depending on the nature of the customer, purpose of the 
loan and the amount of loan advanced. It analyses past financial information and the applicant’s business trends to assess their income 
levels. In addition to document verification and credit bureau reports, site verification, interviews, market and banking reference checks 
are conducted on the applicant, co-applicant and guarantor, as applicable. For institutional borrowers, the viability of their business and 
financing products, the credit history of such institutions, the reputation and experience of the relevant promoters and founders of such 
institutions, as well as their credit, collection and other operational procedures and policies are assessed for their credit worthiness. 
Stringent credit checks are maintained and quality of hypothecated loan portfolio is continuously monitored. 
 
Micro-Enterprise Loans 

 Analysis of business potential and end use, cash flows and model (business to be cash profit for the previous 3 years) 

 Requires a guarantor or co-applicant according to the assessment of the applicant’s profile 
 

SME Loans 

 Business operating history is required from minimum 1 year to 5 years depending on loan size 

 50-70% of turnover to be reflected in current account 
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 Eligibility criteria is based on turnover, debt/equity ratio and net worth on a case-to-case basis 
 

Two-wheeler Loans 

 At least one property (residential or business) should be owned by the applicant or jointly residing family members 

 For a student applicant, a co-applicant is compulsory 
 

Commercial Vehicle Loans 

 Requires vehicle hypothecation and insurance cover 

 Analysis of income, experience, and business stability requirements depending on whether the applicant is a first 
 
Rising penetration of micro finance industry 
Financing requirements in India have risen in sync with the economy’s notable growth over the past decade. NBFCs have played a major 
role in meeting this need, complementing banks and other financial institutions. NBFCs help fill gaps in the availability of financial services 
with respect to products as well as customer and geographic segments. Traditional banks face trouble in the form of varying income levels, 
absence of collateral and significant fixed operational cost in proportion to small-ticket loans that has limited their geographical and 
demographic reach. Micro-financing is aimed at aiding the under-privileged in undertaking economic activity, smoothening consumption 
and mitigating vulnerability to income shocks (in times of illness and natural disasters), thereby increasing their savings. 
 
In a bid to effectively tackle issues faced by conventional bank lending models, MFIs adopted an alternative operating mechanism in the 
form of group lending models, such as joint lending group (JLG) and self-help group (“SHGs”). Group lending model helps MFIs widen reach 
to low-income households. The AUM of MFIs grew by 42% CAGR over FY15-FY20 to Rs 2.32 lakh crore. MFIs have been able to provide a 
viable alternative mechanism to drive the financial inclusion agenda. Based on this outperformance, the industry growth of micro finance 
institutions is expected to remain healthy in the medium term. 
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MFI Industry AUM Growth Trend (Rs Cr) 
 

 
 

(Source: MFIN, HDFC sec) 
 
Comfortable asset quality on the back of adequate appraisal systems 
The company has been able to maintain robust asset quality even after migration to 90+dpd (days past due) in FY18. As of FY20 its 
consolidated GNPA/NNPA stood at 1.8/1.2%. NPA levels have remained stable despite the recent pandemic. This was possible mainly on 
account of adequate credit appraisal processes and systems adopted by the company. As per the management of the company, the credit 
appraisal process of MFSL is reviewed and revised at regular interval based on its experience in the market. The credit appraisal process at 
MFSL is centralised. Sanctions are accorded by the centralised credit team whereas sourcing and collection functions are carried out at 
branch level. Multiple checks are carried out at centralised unit prior to disbursement.  
 
The asset quality is also comfortable due to very low delinquencies in the loans to NBFCs and NBFC-MFIs, majority of which have 
comfortable financial risk profile. Also, these loans are backed by security deposits in the form of cash collateral and corporate / personal 
guarantees taken by MFSL from the NBFCs and NBFC-MFIs. Moreover, the delinquencies are lower in case of micro-enterprises and SME 
loans which collectively account for around 86% of MFSL’s consolidated total loan portfolio at the end of Q3FY21. 
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GNPA and NNPA trend (%) 
 

 
 

(Source: Company, HDFC sec) 

 
Adequately capitalised for the next few years 
MFSL raised pre-IPO funding of Rs 135cr in the months of March and Apr-2017 subsequent to which it has further raised Rs 460cr through 
an IPO in Oct-2017. It had a CAR of 32.6% at the end of Q3FY21 with Tier 1 of 30.4%. Its subsidiary, MRHMFL is also adequately capitalised 
with a CAR of 44.1% (Tier 1% of 35.7%) as on Dec-2020. The equity raised and healthy internal capital generation of MFSL supports MFSL’s 
ability to grow its portfolio at the targeted rate of 25-30% while also improving its ability to support MRHMFL’s growth plans through 
capital support as and when required. Most of the banks and financial institutions are also the ones to whom MFSL sells its loan portfolio 
under the direct assignment route. Existing capitalisation level and strong resource base is envisaged to provide impetus to MFSL for 
growth in its loan portfolio over the medium term. 
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Experienced management team with reputed investors 
The senior management has vast experience in the field of financial services. Mr Kamlesh Chimanlal Gandhi, CMD has over 25 years of 
experience in financial services sector. Furthermore, the senior management team of MFSL consists of experienced professionals who 
have been in the lending business and have been associated with MFSL since its inception. In the past finance institutions such as FMO and 
DEG, and private equity investors such as Sarva Capital, India Business Excellence Fund - III, ICICI Venture Fund and Bellwether 
Microfinance Fund have invested in the company which reflects the credibility of business operations and corporate governance 
standards. 
 
What could go wrong  
Concentrated borrower profile 
A significant portion of MFSL’s exposure is to its top-10 borrowers. At the end of FY20, the top-10 exposures of MFSL accounted for ~71% 
of its consolidated tangible net-worth indicating relatively high borrower concentration risk. 
 
Lending to informal sector could increase stress going forward 
Major portion of lending is to micro enterprises in the informal sector which could face increased stress during economic slowdown and 
could result in higher NPA levels. These loans are unsecured and are susceptible to certain operational and credit risks which may result in 
increased levels of NPAs which may adversely affect company’s growth prospects and financial condition. 
 
Inability to scale the retail business 
Retail lending is highly process intensive and requires adequate systems & technology in place. MAS Financial has only recently started 
investing in this direction. Also, entering new geographies will entail higher operating costs and high NPAs initially. Housing finance AUM 
at it subsidiary has remained flat over the past 8 quarters.  
 
Inability to procure low cost of fund 
MAS has securitised 37% of its book which de-risks its balance sheet due to which it is able to procure low cost funds from banks. If there 
is any default in securitised book, it would dampen its relationship with banks and will adversely affect its ability to procure low cost of 
funds. 
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About the company 
MAS Financial Services Ltd (MFSL) is a Gujarat-headquartered NBFC focused on fulfilling the requirements of lower income and middle-
income groups of the society with more than two decades of business operations. It offers Micro-Enterprise Loans, SME Loans, 2W Loans, 
CV Loans and Housing Loans (through subsidiary). MFSL has a direct presence in high growth states of West (Rajasthan, Gujarat, 
Maharashtra) and South India (MP, Karnataka, TN) and NCT of Delhi through a network of 93 branches. Over FY15-FY20 MFSL’s standalone 
AUM has grown at a CAGR of 24% to Rs 5966cr. 
 
Micro enterprise loans account for bulk of the assets of MFSL. At the end of Q3FY20 MFSL’s share of total loans stood at 57% followed by 
SME loans at 29%. Almost 30-35% of the business is sourced through channel partners and 65-70% is sourced directly. 
 
Subsidiaries: 
MAS Rural Housing and Mortgage Finance Ltd. 
MRHMFL is a wholly owned subsidiary of MFSL. It was set up as a Housing Finance Company (HFC) in 2007 to provide housing loans to the 
affordable segment belonging to low and middle-income group. The company is presently serving rural and semi-urban areas of Gujarat, 
Maharashtra, Rajasthan, and Madhya Pradesh. The company offers only home loans to salaried and self-employed segments with average 
ticket size of ~Rs 8 lakhs. Apart from home loans the company also gives loans for purchase of shops as well as project funding for 
affordable housing projects. The company uses a common infrastructure of the parent at branch level; however, a dedicated sourcing and 
credit team has been set up for the same. 
 

Products 
 Micro-Enterprise SME 2W CV Housing Finance 

Loan Amount (upto Rs) 3 lakh  5cr 2 lakh 7 lakh 50000-3cr 

Purpose 
Working Capital 

Purchase of Industrial 
machinery 

Purchase of 2W Purchase of CV 
Purchase/construction of 

house/commercial property 

Tenure (Months) 36 60 36 60 48-240 

Interest Rate Upto 35% Upto 24% Upto 30% Upto 26%  

Avg. Ticket Size (Rs-Q3FY21) Rs 40,303 Rs 56 lakh Rs 45,461 Rs 2.6 lakh Rs 7.58 lakh 

AUM (Rs cr) 3,033 1,542 323 156 277 
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Peer comparision 

 

CMP Mcap AUM RoA (%) RoE (%) P/ABV (x) NNPA (%) 

Rs Rs cr Rs cr FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E 

CreditAccess 608.5 9466 12321 1.2 3.2 4.3 5.0 12.8 18.2 2.5 2.2 1.8 0.9 0.8 0.9 

MAS Fin. 817.3 4467 5332 3.5 4.0 4.5 14.5 14.8 15.4 3.9 3.5 3.1 1.3 1.2 1.2 

Spandana 596.7 3838 7764 6.5 5.1 7.1 15.6 11.8 17.1 1.4 1.2 1.0 0.1 0.5 0.3 

Ujjivan 29.2 5038 13638 -0.1 1.8 2.1 -0.3 11.7 14.8 1.8 1.6 1.3 1.8 0.7 0.6 
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Financials (Consolidated) 
Income Statement 

      
Ratio Analysis 

     (Rs cr) FY19 FY20 FY21E FY22E FY23E 
 

As at March (Rs cr) FY19 FY20 FY21E FY22E FY23E 

Interest Income 497 597 543 544 592 
 

Return Ratios (%)           
Interest Expenses 224 296 291 303 300 

 
Yield on adv 15.3 16.0 15.4 15.1 14.7 

Net Interest Income 273 301 251 241 292 
 

Cost of borr 9.2 9.3 8.5 8.7 8.1 
Non interest income 108 126 116 131 150 

 
NIM 8.8 8.5 7.6 7.4 7.8 

Operating Income 381 426 368 372 442 
 

RoAE 18.2 18.5 14.5 14.8 15.4 
Operating Expenses 88 99 72 73 87 

 
RoAA 4.5 4.1 3.5 4.0 4.5 

PPoP 293 328 296 299 355 
 

Asset Quality Ratios (%)           
Prov & Cont 55 89 80 52 68 

 
GNPA 1.9 1.8 1.9 1.8 1.7 

Profit Before Tax 238 239 216 247 288 
 

NNPA 1.5 1.2 1.3 1.2 1.2 
Tax 83 57 54 62 72 

 
Growth Ratios (%)           

PAT 155 181 162 184 215 
 

Advances 26.8 3.1 -15.0 14.0 16.0 
Adj. PAT 154 180 160 183 213  Borrowings 56.3 23.0 -5.0 7.4 6.1 
            

 
NII 37.7 10.2 -16.4 -4.1 21.0 

Balance Sheet           
 

PPP 38.9 11.6 -9.7 1.1 18.8 
(Rs cr) FY19 FY20 FY21E FY22E FY23E  PAT 47.0 17.2 -10.9 14.2 16.6 
Share Capital 55 55 55 55 55 

 
Per Share Data (Rs)           

Reserves & Surplus 861 991 1120 1261 1421 
 

EPS 28.1 32.9 29.3 33.4 39.0 
Shareholder Funds 916 1046 1175 1315 1476  Adj. BVPS 157.8 183.2 207.7 232.8 261.5 
Minority Interest 19 20 21 23 25  DPS 5.1 8.0 6.0 8.0 10.0 
Borrowings 2273 2796 2656 2854 3028  Valuation Ratios           
Other Liab & Prov. 783 943 681 447 445  P/E 29.1 24.8 27.9 24.4 21.0 
SOURCES OF FUNDS 3991 4804 4533 4640 4975 

 
P/ABV 5.2 4.5 3.9 3.5 3.1 

Fixed Assets 58 63 65 68 75 
 

Div Yield (%) 0.6 1.0 0.7 1.0 1.2 
Investment 0 5 4 5 6 

 
Other Ratios           

Cash & Bank Balance 410 1047 1374 1044 808  Cost-Income 23.0 23.2 19.6 19.6 19.6 
Advances 3483 3592 3053 3481 4038  Leverage 3.8 3.4 2.6 2.6 2.7 
Other Assets 40 97 37 42 48        
TOTAL ASSETS 3991 4804 4533 4640 4975 
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Price chart 
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