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Key Stock Data

Rs 656 Bloomberg / Reuters SHFL IN / SRTR.BO
NIMs declined QoQ; AUM growth guided for 15%+ YoY Potential upside/downside  19%  Sector NBFC
Previous Rating BUY  shares o/s (mn) 1,880
Summary Pri 5 Market cap. (Rs mn) 1,232,874
o o o rice Performance (%)
SFC AUM growth slowed to 17% YoY vs 19% YoY (Q3FY25) led by 14% YoY (vs Sy o 3-m daily avg Trd value (Rs mn) 97.0
15.8% YoY) growth in disbursements along with higher write offs. However, the } ;

6 ) g th in . go g Absolute (25) 243 310 SZweekhigh/low Rs730/ 439
management maintained guidance for 15%+ YoY AUM growth for FY26E. We Rel to Sensex 49) 204 236 Sensex/Nifty 79,213 / 24,039
expect 15% CAGR (FY25-27E) AUM growth. NIMs declined by 23bps QoQ led by
higher liquidity raised during the quarter. However, NIMs are expected to Shareholding Pattern (%)
improve with rate cuts and utilisation of liquidity. Asset quality improved with EPS (Rs) FY26E FY27E  Promoters 25.4
GS3 at 4.55% vs 5.38% led by higher write offs. NIl grew by 9% YoY led by lower IDBI Capital 52 60 Fll 53.6
NIMs; PPoP grew by 11% YoY led by higher other income (up 60% YoY). However, Consensus 59 69 Dl _ 13.2
PAT grew by 10% YoY led by higher provisions (up 24% YoY). We have largely % difference (12.3) (13.6) _Public 78
maintained estimates and maintained “BUY” rating with TP of Rs.780 (earlier Financial snapshot (Rs mn)
Rs730) valuing at 2.1X FY27E ABV (earlier 2X) as ~3% RoA seems sustainable. Year FY2023 FY2024 FY2025 FY2026E FY2027E

. . . NII 1,60,616 1,87,935 2,18,531 2,51,876 2,90,325
Key Highlights and Investment Rationale Change (yoy, %) 80% 17% 16% 15% 15%
= AUM growth slows down slightly: SFC's AUM growth slows down to 17% YoY vs Net Profit 59,793 71,905 97,610 97,240 1,13,116
19% YoY (Q3FY25); management guided for 15% AUM growth for FY26. Esg'zge)(yoy’ %) 1213? 2‘;2 365; 057; 166%

s

. . 0

Disbursements stood at Rs.448bn which grew by 14% YoY led by MSME. Change (yoy, %) 60% 20% 36% 0% 16%
= NIMs declined QoQ: NIMs declined by 23bps QoQ to 8.3% as cost of funds ABV (Rs) 207 233 271 315 367
. . . . o PER (x) 20.5 17.1 12.6 12.7 10.9
(calculated) |f’1creased sequentially due to higher borrowings raised; while yield P/ABV (x) 30 -8 24 ’1 18
on advances improved. ROE (%) 173 15.7 186 16.0 16.0
= Asset quality improved: Asset quality improved with GS3 stood at 4.55% vs ROA (%) 3.5 3.3 3.7 3.2 3.3
% d hich ite offs. Credit ti d during th ter led b GNPA (%) 6.2 5.5 4.6 4.7 4.7
5.38% due to higher write offs. Credit cost increased during the quarter led by NNPA (%) 33 )8 27 )8 7
higher write offs; management maintained credit cost guidance at 2%. CAR (%) 33.8 31.4 20.7 22.7 22.9

. . . X X Source: IDBI Capital Research
= Outlook: SFC has now diversified from mono line business of CV (mainly Used
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CV) to non-vehicle portfolio which was key hindrance in rating upgrade. We
expect RoA to sustain above 3% post-merger with stable asset quality.
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Conference Call Highlights

Macro Economy

Over the last two quarters, the certain segments of Indian economy showed signs of slowing down, with
pockets of stress emerging, though the company’s secured loan portfolio remained largely unaffected.

Temporary stress was observed in certain remote areas, but it is expected to ease as the rural economy
recovers.

The rural economy is performing well, supported by above-normal monsoon predictions by IMD for the
year.

Credit demand in urban areas has softened due to reduced government infrastructure spending, limiting
new opportunities.

Strong GST collections and FASTag numbers indicate healthy economic activity.

Private capex needs to pick up for next year to outperform the current year.

Loan Portfolio

The 10% growth seen in CV segment is primarily due to higher ticket sizes (rising asset values) rather than
transaction volume.

With improved CV sales from 2022 onwards, used vehicle sales are expected to rise in FY26-28.

Gold loan portfolio declined due to higher redemptions, but disbursements improved and AUM is
expected to grow.

Personal loan growth resumed as regulatory caution subsided and delinquencies stabilised; focus remains
on cross-selling to existing customers.

Repossession activity remained low as customers demonstrated improved repayment behaviour.
The majority of the MSME portfolio is secured, primarily backed by collateral. IRR — 16-24%.
ATS of unsecured MSME loans - Rs. 2-5 lakhs, while ATS for secured MSME is Rs. 12-14 lakhs.
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Asset Quality and Provisioning

= The company has maintained a coverage ratio of over 50% for Stage 3 assets for the past five to six years
and decided to technically write off cases with 100% provisioning, amounting to Rs. 23.45 bn, which was
already accounted for in the books.

= The write-off had no P&L impact but reduced Gross NPA (Stage 3) from 5.38% (previous quarter) to 4.55%
(current quarter), while Net Stage 3 decreased marginally from 2.68% to 2.64%.

m  Stage 1 PD improved to 8.79% in Q4FY25 from 9.05% in Q3FY25.

m  Stage 2 PD remained stable at 20.69% in Q4FY25 vs 20.74% in Q3FY25.

®  LGD (Loss Given Default) increased slightly to 39.05% in Q4FY25 from 38.73% in Q3FY25.

®  The company does not expect any forward flows of PV and MSME segments to stage 3 assets. It usually
moves around stage 1 and stage 2.

®m  The increase in Stage 2 assets of PV segment is attributed to stress in rural markets, particularly in Central
India (Chhattisgarh, MP, and parts of Bihar) due to economic slowdown.

®m  Current credit costs at 2.07% (on average assets) may improve further if rural economy strengthens.
Typically credit costs improve in Q3 and Q4, but recent stress in some areas caused an increase.

Borrowings

m  As of March 2025, the company carried excess liquidity of Rs. 310 bn, up from Rs. 270 bn in December
2024.

= The rise in liquidity was due to two large ECB deals: $1.28 bn in December and $800 mn in March.

m These ECBs were long-term borrowings from development institutions and an export credit agency, and
are not recurring events.

m Liquidity coverage currently equals about six months of liability repayments, compared to the usual
guidance of three months.

m  86% of liabilities are fixed-rate (primarily bank borrowings), with 100% of assets being fixed-rate.
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= Landed cost of ECB borrowings at 9%, while development institution borrowings cost 8.5%.
m  Weighted average cost of funding remains stable at 8.95% QoQ.
Guidance

®m  No significant rise in stress or credit costs is anticipated in FY26. The company aims to bring down credit
costs below 2% in FY26.

= The company maintains the overall AUM growth rate of over 15% in FY26.

®m  Rural recovery and expected resumption of government infrastructure spending should boost urban credit
demand and overall economic conditions.

®  The company expects CV financing segment to grow 12-15% in FY26, while MSME will grow by 18-20%,
and other segments at ~20%.

= NIM for FY26 guided in the range of 8.4-8.5%, with benefit expected from repo rate cut and declining
liquidity buffer.

= The company expects liquidity to normalise back to three months of liability coverage within two quarters.

m  The share of gold loan AUM is expected to touch 10% of the total book in the next 3-5 years.
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Exhibit 1: Quarterly Snapshot (Rs mn)
Year-end: March Q4FY25 Q4FY24 Q3FY25 YoY (%) QoQ (%)
Interest Income 1,07,895 90,773 1,03,408 18.9 4.3
Interest Expenses 52,240 39,898 47,513 30.9 9.9
Net Interest Income 55,655 50,874 55,896 9.4 -04
NIM (%) 8.25 9.02 8.48 -77 bps -23 bps
Non-Interest Income 6,707 4,206 3,646 59.5 84.0
Operating Income 62,363 55,080 59,542 13.2 4.7
Staff Cost 9,057 8,249 9,704 9.8 -6.7
Other Op Exp 9,953 7,775 8,988 28.0 10.7
Total Operating Expenses 19,010 16,024 18,692 18.6 1.7
Cost to Income (%) 30.5 29.1 31.4 139 bps -91 bps
Cost to AUM (%) 2.9 2.9 2.9 4 bps -5 bps
Operating Profit 43,353 39,056 40,850 11.0 6.1
Provisions 15,633 12,615 13,258 23.9 17.9
Credit Cost (%) 2.4 2.2 2.1 13 bps 29 bps
PBT 27,720 26,441 27,592 4.8 0.5
Tax 6,326 6,981 8,462 -9.4 -25.2
-effective tax rate 22.8 26.4 30.7 -358 bps -785 bps
PAT 21,394 19,461 19,130 9.9 11.8
Exceptional Item - - 16,568
Adjusted PAT 21,394 19,461 35,698 9.9 -40.1
EPS (Rs) 11.4 10.4 19.0 9.8 -40.1
BV (Rs) 299.3 258.5 292.5 15.8 2.3
AUM 26,31,903 22,48,619 25,44,697 17.0 3.4

Source: Company; IDBI Capital Research
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Exhibit 2: ROE Decomposition

(%) FY23 FY24 FY25 FY26E FY27E
NIl 9.3 8.5 8.2 8.3 8.5
Non-Int Inc 0.7 0.6 0.6 0.6 0.6
Net Revenue 10.0 9.2 8.8 8.8 9.1
Op.Exp 2.8 2.7 2.7 2.7 2.8
Op.Profit 7.1 6.4 6.1 6.1 6.3
Provisions 2.4 2.0 2.0 1.9 1.9
PBT 4.7 4.4 4.7 4.3 4.4
Tax 1.3 1.1 1.1 1.1 1.1
ROA 3.5 3.3 3.7 3.2 3.3
Leverage (x) 5.0 4.8 5.1 5.0 4.8
ROE 17.3 15.7 18.6 16.0 16.0

Source: Company; IDBI Capital Research
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Exhibit 3: One-year forward P/ABV (FY15-19)
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Exhibit 4: One-year forward P/ABV (FY16-25)
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Exhibit 5: AUM growth slowed during the quarter
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Exhibit 6: NIMs on AUM declined QoQ Exhibit 7: Cost to Income decreased QoQ
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Exhibit 8: Cost to AUM were stable Exhibit 9: Cost to Asset declined QoQ
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Exhibit 10: Credit Cost increased QoQ due to higher = Exhibit 11: RoA remained stable in March quarter
write offs
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was 2.88% in Q3FY25.
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Exhibit 12: RoE too remained stable in line with Exhibit 13: CAR remained strong QoQ
ROA
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was 15.41% in Q3FY25.

Exhibit 14: Asset Quality improved on a sequential basis
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Exhibit 15: Composition of AUM-In Mn

Product Wise AUM (In Mn) Q4FY25 Q4FY24 Q3FY25 YoY (%) QoQ (%)
Commercial Vehicles 11,85,605 10,69,351 11,57,669 10.9 2.4
Passenger Vehicles 5,41,045 4,31,962 5,18,839 25.3 4.3
Construction Equipment’s 1,78,782 1,69,540 1,78,611 55 0.1
Farm Equipment’s 52,066 37,153 47,756 40.1 9.0
MSME 3,74,136 2,62,270 3,46,321 42.7 8.0
Two Wheelers 1,55,806 1,25,524 1,54,109 24.1 1.1
Gold 48,367 62,998 54,881 (23.2) (11.9)
Personal Loans 96,097 89,823 86,512 7.0 11.1
Total 26,31,903 22,48,620 25,44,697 17.0 3.4

Source: Company; IDBI Capital Research

Exhibit 16: Composition of AUM-In %

Product Wise AUM (In Mn) Q4FY25 Q4FY24 Q3FY25 YoY (%) QoQ (%)
Commercial Vehicles 45.0 47.6 45.5 -251 bps -45 bps
Passenger Vehicles 20.6 19.2 20.4 135 bps 17 bps
Construction Equipment’s 6.8 7.5 7.0 -75 bps -23 bps
Farm Equipment’s 2.0 1.7 1.9 33 bps 10 bps
MSME 14.2 11.7 13.6 255 bps 61 bps
Two Wheelers 5.9 5.6 6.1 34 bps -14 bps
Gold 1.8 2.8 2.2 -96 bps -32 bps
Personal Loans 3.7 4.0 3.4 -34 bps 25 bps
Total 100 100 100

Source: Company; IDBI Capital Research
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Exhibit 17: Composition of Borrowing-In Mn

Borrowing (In Mn) Q4FY25
Commercial Paper -
Non-Convertible Debentures 3,83,000
Public Deposit 5,60,900
Securitisation 3,80,500
Subordinated debts 25,100
Term Loan 4,93,400
External Commercial Bond 1,58,500
ECB Loans 3,36,500
Other Borrowings 4,000
Total 23,41,900
Source: Company; IDBI Capital Research
Exhibit 18: Composition of Borrowing-In %
Borrowing Mix (%) Q4FY25
Commercial Paper -
Non-Convertible Debentures 16.4
Public Deposit 24.0
Securitisation 16.2
Subordinated debts 1.1
Term Loan 21.1
External Commercial Bond 6.8
ECB Loans 144
Other Borrowings 0.2
Total 100

Source: Company; IDBI Capital Research

Q4FY24
23,700
3,16,300
4,44,400
2,91,400
43,000
4,56,400
1,09,500
1,44,700
29,000
18,58,400

Q4FY24
1.3
17.0
23.9
15.7
2.3
24.6
5.9
7.8
1.6
100

Q3FY25
12,900
3,73,200
5,33,600
3,90,400
25,600
4,79,500
1,57,100
2,61,400
900
22,34,600

Q3FY25
0.6
16.7
239
17.5
11
215
7.0
11.7
0.0
100

YoY (%) QoQ (%)

21.1 2.6
26.2 5.1
30.6 (2.5)

(41.6) (2.0)

8.1 2.9
44.7 0.9

132.6 28.7

(86.2) 344.4
26.0 4.8

YoY (%) QoQ (%)

-67 bps -35 bps
4 bps 7 bps
57 bps -122 bps
-124 bps -7 bps
-349 bps -39 bps
88 bps -26 bps
658 bps 267 bps
-139 bps 13 bps
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Financial Summary

Profit & Loss Account

Year-end: March

Net interest income
Change (yoy, %)
Other Income
Net Revenue
Operating expenses
Employee expenses
Other expenses
Pre-Provision Profit
Change (yoy, %)
Provision
PBT
Taxes
Effective tax rate (%)
Net profit
Change (yoy, %)
EPS
Return on Equity (%)
Return on Assets (%)

FY22

89,120
-22.6%
6,280
95,399
21,298
9,971
11,327
74,101
-4.9%
38,609
35,493
8,413
23.7%
27,079
-22.6%
20

9.7

1.8

FY23
1,60,616
80.2%
11,955
1,72,571
49,131
25,061
24,070
1,23,441
66.6%
41,592
81,849
22,056
26.9%
59,793
120.8%
32

17.3

3.5

FY24
1,87,935
17.0%
13,980
2,01,915
59,895
32,156
27,739
1,42,020
15.1%
45,183
96,836
24,932
25.7%
71,905
20.3%
38

15.7

3.3

2%
2,18,531
16.3%
15,645
2,34,175
71,566
36,512
35,055
1,62,609
14.5%
53,117
1,26,060
28,450
22.6%
97,610
35.7%
52

18.6

3.7

(Rs mn)

FY26E FY27E
2,51,876 2,90,325
15.3% 15.3%

17,991 20,690
2,69,867 3,11,015
82,976 95,422
42,332 48,682
40,643 46,740
1,86,892  2,15,593
14.9% 15.4%
56,979 64,469
1,29,912 1,51,124
32,673 38,008

25.2% 25.2%
97,240 1,13,116
-0.4% 16.3%
52 60
16.0 16.0
3.2 3.3

13
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Balance Sheet

Year-end: March
Capital

Reserves

Net Worth
Borrowings

Other liabilities
Total Liab. & Equity

Cash
Investments
Advances
Fixed Assets
Other Assets
Total assets

FY22

2,705
2,56,617
2,59,322

11,44,967
16,772
14,21,061

1,63,552
68,092
11,66,652
4,181
18,585
14,21,061

FY23

3,744
4,29,322
4,33,066

15,79,063
24,509
20,36,639

1,58,174
85,651
17,19,846
19,861
53,108
20,36,639

FY24

3,758
4,81,926
4,85,684

18,15,411
71,665
23,72,760

1,08,126
1,06,571
20,79,294
8,458
70,311
23,72,760

FY25

3,761
5,59,045
5,62,806

23,41,973
30,551
29,35,329

2,13,657
1,55,987
24,53,928
38,117
73,639
29,35,329

FY26E

3,761
6,48,763
6,52,524

24,92,465
19,861
31,64,850

1,45,741
1,28,925
28,02,713
10,149
77,321
31,64,850

(Rs mn)

FY27E

3,761
7,54,357
7,58,118

28,45,108
32,485
36,35,711

1,67,602
1,48,264
32,23,120
11,672
85,053
36,35,711

14
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Financial Ratios

Year-end: March

Growth

Advances

NII

Pre-Provision Profit
Net Profit

Spreads

Yield on AUM

Cost of Borrowing
NIM (on AUM)
Spread

Operating Efficiency
Cost-to-Income
Cost-to-Assets
Asset Quality
GNPA

NNPA

Provision Coverage
Credit Cost

Capital Adequacy
CAR

Tier |

Valuation

EPS

ABV

P/E

P/ABV

ROE

ROA

Source: Company; IDBI Capital Research

FY22

(14.0)
(22.6)

(4.9)
(22.6)

11.8
8.1
5.8
3.7

22.3
1.7

6.9
4.7
49.8
2.5

23.8
22.0

20.0
161.3
32.7
4.1
9.7
1.8

FY23

47.4
80.2
66.6
120.8

15.3
9.2
9.3
6.1

28.5
3.4

6.2
3.3
50.1
2.4

33.8
31.7

319
206.9
20.5
3.2
17.3
3.5

FY24

20.9
17.0
15.1
20.3

15.8
8.7
9.2
7.1

29.7
3.2

5.5
2.8
51.8
2.2

314
204

38.3
233.4
171
2.8
15.7
3.3

FY25

18.0
16.3
14.5
35.7

16.2
8.9
9.0
7.3

30.6
3.2

4.6
2.7
43.3
2.2

20.7
20.0

519
271.2
12.6
2.4
18.6
3.7

FY26E

14.2
15.3
14.9
(0.4)

16.2
8.9
8.9
7.3

30.7
3.2

4.7
2.8
45.0
2.0

22.7
20.8

51.7
314.7
12.7
2.1
16.0
3.2

(%)

FY27E

15.0
15.3
15.4
16.3

16.0
8.9
8.9
7.1

30.7
3.2

4.7
2.7
46.0
2.0

22.9
21.0

60.2

366.8

10.9
1.8
16.0
3.3

15
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