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Summary

Sundaram Finance reported a healthy Q1FY27 performance, with AUM
growing 16.9% YoY to Rs62,275 crore, driven by broad-based growth
across vehicle finance segments. Disbursements increased 22.4% YoY to
Rs8,947 crore, while NII/PAT grew 19%/22% YoY to Rs925 crore/Rs522
crore, supported by healthy business growth and a low-cost AAA-rated
funding profile. Profitability remained strong with RoA/RoE at
3.06%/17.7%, while asset quality further improved with Gross Stage-
3/Net Stage-3 at 1.71%/0.88%. Despite strong execution and industry-
leading asset quality, the stock's premium valuation limits near-term
upside. We maintain a HOLD rating with a target price of Rs5,260, valuing
the company at 3.0x FY28E P/B.

Key Highlights and Investment Rationale:

= Healthy growth momentum: AUM grew 16.9% YoY, while
disbursements increased 22.4% YoY, supported by strong demand
across commercial vehicles, passenger vehicles and tractors.
Management continues to focus on profitable growth while
maintaining disciplined underwriting and portfolio quality.

=  Profitability supported by funding advantage: Net interest income
increased 19% YoY, while PAT rose 22% YoY. The company's AAA-
rated funding profile, prudent asset mix and disciplined liability
management continue to support healthy margins and industry-
leading return ratios.

= Superior asset quality: Gross Stage-3/Net Stage-3 improved to
1.71%/0.88%, while provision coverage increased to 49%, reflecting
prudent underwriting and disciplined risk management.

= Outlook: Sundaram Finance remains well positioned to deliver steady
earnings growth, supported by its diversified franchise, strong funding
profile and best-in-class asset quality. However, the current valuation
adequately reflects these strengths, leading us to maintain our HOLD
rating with a target price of Rs5,260 (3.0x FY28E P/B).

= Note: There is no concall held by Company.

TP Rs 5,260
CMP Rs 4,823
Potential upside/downside 9%
Previous Rating BUY

Key Stock Data

Bloomberg / Reuters SUF IN / SNFN.BO

Sector NBFC
Shares o/s (mn) 111
Market cap. (Rs mn) 5,37,243
3-m daily avg Trd value (Rs mn) 1,110
52-week High / Low 5,640/4,000
Sensex / Nifty 78,639/24,774
-1m -3m -12m
Absolute 6.1 6.5 5.7
Rel to Sensex 1.5 1.5 1.5

V/s Consensus

EPS (Rs) FY27E FY28E
IDBI Capital 186.7 214
Consensus 191.4 224.6
% difference (2.5) (4.7)
Promoters 37.2
Fll 18.6
DIl 7.6
Public 36.6
Total 100

Previous Report
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Financial snapshot (Rs mn)
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Exhibit 1: Quarterly Snapshot (Rs mn)
Year-end: March Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
Interest Income 17,638 15,728 17,177 12.1 2.7
Interest Expenses 9,718 8,936 9,330 8.8 4.2
Net Interest Income 7,919 6,792 7,847 16.6 0.9
NIM to AUM (%) 5.19 5.19 5.31 0 bps -13 bps
Other Income 3,220 3,133 3,853 2.8 -16.4
Operating Income 11,140 9,925 11,700 12.2 -4.8
Staff Cost 2,134 1,763 1,887 21.1 13.1
Other Op Exp 1,127 991 1,319 13.7 -14.6
Total Operating Expenses 3,261 2,754 3,206 18.4 1.7
Cost to Income- Calculated (%) 29.3 27.7 27.4 153 bps 188 bps
Cost to AUM (%) 2.1 2.1 2.1 3 bps -5 bps
Operating Profit 7,878 7,171 8,494 9.9 -7.3
Provisions 1,088 1,574 810 -30.8 34.3
Credit Cost (%) 0.7 1.2 0.5 -48 bps 16 bps
PBT 6,790 5,597 7,684 21.3 -11.6
Tax 1,574 1,310 1,600 20.2 -1.6
-effective tax rate 23.2 23.4 20.8 -22 bps 235 bps
PAT 5,216 4,287 6,084 21.7 -14.3
EPS (Rs) 47.0 38.6 54.8 21.7 -14.3
AUM 6,22,750 5,32,780 5,99,080 16.9 4.0

Source: Company; IDBI Capital Research

Exhibit 2: ROE Decomposition

(%) FY24 FY25 FY26 FY27E FY28E
NIl 4.2 4.4 4.6 4.6 4.7
Fees 2.1 1.6 1.7 1.4 1.5
Other Income 0.0 0.1 0.1 0.1 0.1
Net Revenue 6.3 6.1 6.4 6.1 6.2
Op.Exp 21 1.9 1.8 1.8 1.7
Op.Profit 4.3 4.2 4.6 43 4.5
Provisions 0.6 0.4 0.7 0.7 0.7
PBT 3.7 3.7 3.8 3.7 3.7
Tax 0.8 0.9 0.8 0.8 0.8
PAT 2.9 2.8 2.9 2.8 2.9
Leverage (x) 53 53 53 53 5.2
ROE 15.3 15.0 15.4 15.1 15.0

Source: Company; IDBI Capital Research
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Exhibit 3: One-year forward P/ABV (FY14-19)
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Exhibit 4: AUM growth increased during the quarter
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Exhibit 5: NIMs on AUM moderated sequentially on Exhibit 6: Cost to Income increased QoQ
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Exhibit 7: Disbursements growth increased during the quarter
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Exhibit 8: Borrowings growth increased QoQ
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Exhibit 9: Yield on AUM (Calc.) decreased slightly QoQ Exhibit 10: Cost of Funds (Calc.) increased QoQ
12.1 8.6 -

12.0
119 - 8.4
11.8 82 -

11.7
116 - 8.0 1
115 -

o o o © E 78 1
11.4 - ~ - ~ — n ! N 2
— — — — [ole] o0 0 N~
11_3 = T T T T T 7,6 =1 T T T T T
Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26 Q1FY27 Q4FY25 QI1FY26 Q2FY26 Q3FY26 Q4FY26 Q1FY27

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research



Sundaram Finance | Q1FY27 Result Review [@ IDBI Capital

Exhibit 11: RoE (Calc.) decline during the quarter Exhibit12: RoA (Calc.) decreased QoQ
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Exhibit 13: GNPA and NNPA in improved both QoQ & YoY
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Exhibit 14: Credit Cost increased QoQ Exhibit 15: Capital Adequacy remains comfortable
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Exhibit 16: Composition of AUM-In Mn

Product Wise AUM (In Mn) Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
CVs 2,66,537 2,41,882 2,60,600 10.2 2.3
Cars 1,51,951 1,29,998 1,47,374 16.9 3.1
CEs 66,012 57,540 63,502 14.7 4.0
Tractors 42,347 36,762 41,936 15.2 1.0
Commercial Lending & Others 95,904 66,598 85,668 44.0 11.9
Total 6,22,750 5,32,780 5,99,080 16.9 4.0

Source: Company; IDBI Capital Research

Exhibit 17: Composition of AUM-In %

Product Wise AUM (In %) Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
CVs 42.8 45.4 43.5 -260 bps -70 bps
Cars 24.4 24.4 24.6 0 bps -20 bps
CEs 10.6 10.8 10.6 -20 bps 0 bps
Tractors 6.8 6.9 7.0 -10 bps -20 bps
Commercial lending & Others 154 12.5 14.3 290 bps 110 bps
Total 100 100 100

Source: Company; IDBI Capital Research

Exhibit 18: Composition of Disbursements-In Mn

Disbursement — Key segments (In Mn) Q1FY27 Q1FY26 Q4FY26 YoY (%)

CVs 34,983 34,284 34,539 2.0 1.3
Cars 19,415 17,252 19,242 12.5 0.9
CEs 9,752 8,041 8,776 21.3 11.1
Tractors 6,084 5,263 5,636 15.6 8.0
Commercial lending & Others 19,236 8,260 12,318 132.9 56.2
Total 89,470 73,100 80,510 22.4 11.1

Source: Company; IDBI Capital Research

Exhibit 19: Composition Disbursement-In %

Product Wise Disbursement (In %) Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
CVs 39.1 46.9 42.9 -780 bps -380 bps
Cars 21.7 23.6 23.9 -190 bps -220 bps
CEs 10.9 11.0 10.9 -10 bps 0 bps
Tractors 6.8 7.2 7.0 -40 bps -20 bps
Commercial lending 21.5 11.3 15.3 1020 bps 620 bps
Total 100 100 100

Source: Company; IDBI Capital Research
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Exhibit 20: Composition of Borrowing-In Mn

Product Wise Borrowing (In Mn) Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
Debentures 2,02,551 1,67,415 1,95,076 21.0 3.8
Bank Borrowing 1,50,353 1,49,844 1,76,497 0.3 (14.8)
Securitisation 78,297 56,618 73,768 38.3 6.1
Deposit 64,680 64,916 65,025 (0.4) (0.5)
Commercial Paper 71,489 49,297 36,064 45.0 98.2
Total 5,67,370 4,88,090 5,46,430 16.2 3.8

Source: Company; IDBI Capital Research

Exhibit 21: Composition of Borrowing-In %

Product Wise Borrowing (In %) Q1FY27 Q1FY26 Q4FY26 YoY (%) QoQ (%)
Debentures 35.7 34.3 35.7 140 bps 0 bps
Bank Borrowing 26.5 30.7 32.3 -420 bps -580 bps
Securitisation 13.8 11.6 13.5 220 bps 30 bps
Deposit 11.4 13.3 11.9 -190 bps -50 bps
Commercial Paper 12.6 10.1 6.6 250 bps 600 bps
Total 100 100 100

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Net interest income 16,950 19,488 24,034 29,300 33,645 38,614

Change (yoy, %) 0% 15% 23% 22% 15% 15%
Fees 5,744 9,554 8,631 10,850 10,594 12,039
Other Income 637 144 756 515 553 628
Net Revenue 23,331 29,186 33,421 40,665 44,792 51,281
Operating expenses 7,789 9,481 10,389 11,654 13,008 14,431
Employee expenses 4,451 5,485 6,430 7,231 8,179 9,127
Other expenses 3,338 3,996 3,959 4,423 4,829 5,304
Pre-Provision Profit 15,542 19,705 23,032 29,011 31,784 36,851

Change (yoy, %) 1% 27% 17% 26% 10% 16%
Provision 1,343 2,738 2,415 4,577 5,002 6,147
PBT 14,200 16,967 20,617 24,434 26,782 30,704
Taxes 3,317 3,765 5,190 5,345 6,043 6,928

Effective tax rate (%) 23% 22% 25% 22% 23% 23%
Net profit 10,883 13,202 15,427 19,089 20,739 23,776

Change (yoy, %) 20% 21% 17% 24% 9% 15%
EPS 98.0 130.9 138.8 165.1 186.7 214.0
Return on Equity (%) 14.9 16.9 15.0 154 15.1 15.0
Return on Assets (%) 2.9 3.2 2.8 2.9 2.8 2.9
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Balance Sheet (Rs mn)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Capital 1,111 1,111 1,111 1,111 1,111 1,111
Reserves 76,263 93,606 1,10,475 1,26,043 1,46,164 1,69,642
Networth 77,374 94,717 1,11,586 1,27,154 1,47,275 1,70,753
Borrowings 3,05,141 3,84,293 4,47,349 5,20,484 5,76,418 6,50,325
Sub-ordinated debt 22,409 24,476 25,845 25,420 25,674 25,931
Other liabilities 5,664 6,392 7,613 9,189 32,391 25,992
Total Liab. & Equity 4,10,587 5,09,878 5,92,393 6,82,246 7,81,758 8,73,001
Cash 10,703 14,184 19,745 12,981 24,722 27,195
Investments 50,628 63,829 68,626 94,083 98,787 1,03,726
Advances 3,37,552 4,20,768 4,93,735 5,65,295 6,47,661 7,30,703
Fixed Assets 3,536 4,893 5,651 5,877 5,995 6,114
Other Assets 8,169 6,204 4,635 4,010 4,593 5,263
Total assets 4,10,587 5,09,878 5,92,393 6,82,246 7,81,758 8,73,001
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Financial Ratios (%)
Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E
Growth

Advances 18.9 24.7 17.3 14.5 14.6 12.8
NIl 0.0 15.0 23.3 21.9 14.8 14.8
Pre-Provision Profit 3.9 26.8 16.9 26.0 9.6 15.9
Net Profit 20.5 33.6 6.1 18.9 13.1 14.6
Spreads

Yield on AAUM 11.2 11.9 124 12.5 124 12.3
Cost of Borrowing 5.9 7.0 7.4 7.2 7.2 7.3
NIM 5.5 5.1 53 5.5 5.5 5.6
Spread 3.7 3.4 3.4 3.6 3.5 3.5
Operating Efficiency

Cost-to-Income 334 325 31.1 28.7 29.0 28.1
Cost-to-Assets 2.0 2.1 1.9 1.8 1.8 1.7
Asset Quality

GNPA 1.7 1.3 1.5 14 1.5 1.6
NNPA 0.9 0.6 0.8 0.7 0.8 0.9
Provision Coverage 48.6 50.2 48.6 52.5 45.0 45.0
Credit Cost 0.4 0.7 0.5 0.9 0.8 0.9
Capital Adequacy

CAR 22.8 20.5 20.4 19.1 18.7 18.3
Tier | 17.7 16.8 17.3 17.2 17.0 16.8
Valuation

EPS 98.0 130.9 138.8 165.1 186.7 214.0
ABV 675.7 834.3 977.1 1,117.7 1,287.5 1,492.1
P/E 49.3 36.9 34.8 29.3 25.9 22.6
P/ABV 7.1 5.8 4.9 4.3 3.8 3.2
ROE 14.9 16.9 15.0 15.4 15.1 15.0
ROA 2.9 3.2 2.8 2.9 2.8 2.9

Source: Company; IDBI Capital Research
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made
available to others. No person associated with IDBI Capital is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this
report. The information contained herein is strictly confidential and meant for solely for the selected recipient 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any represe ntation or warranty that it is accurate, complete or up-to-date and
it should not be relied upon as such. While reasonable care has been taken to ensure that information given is at the time believed to be fair and correct and opinions based thereupon are
reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far as this report includes
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Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including
notional losses/lost opportunities incurred by a recipient as a result of acting or non-acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must
make their own investment decision based on their own investment objectives, goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the
recipient makes, including but not limited to loss of capital.

Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI
Capital, its directors, officers, or employees.

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 IDBI Capital and associates 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 report may come are
required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any
damage caused, directly or indirectly, by this email.

Analyst Disclosures
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occur. We and our associates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or “short” positions
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. For the purpose of calculating whether IDBI Capital and its associates holds beneficially
owns or controls, including the right to vote for directors, 1% of more of the equity shares of the subject issuer of a research report, the holdings does not include accounts managed by IDBI Asset

Management Company/ IDBI Mutual Fund.

IDBI Capital hereby declares that our activities were neither suspended nor we have materially defaulted with any Stock Exchange authority with whom we are registered in last five years.
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on IDBI Capital for certain
operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any
point of time. IDBI Capital, its directors or employees or associates, may from time to time, have positions in, or options on, and buy and sell securities referred to herein. IDBI Capital or its
associates, during the normal course of business, from time to time, may solicit from or perform investment banking or other services for any company mentioned in this document or their
connected persons or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or their affiliate companies or act as advisor or lender / borrower to such company(ies)/associates companies or have other potential conflict of interest. This
report may provide hyperlinks to other websites. Except to the extent to which the report refers to the website of IDBI Capital, IDBI Capital states that it has not reviewed the linked site and takes
no responsibility for the content contained in such other websites. Accessing such websites shall be at recipient's own risk. IDBI Capital encourages the practice of giving independent opinion in
research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. Accordingly, neither IDBI Capital nor Research Analysts have any material
conflict of interest at the time of publication of this report. We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are
registered with us. The Research Analyst has not served as an officer, director or employee of Subject Company. We or our associates may have received compensation from the subject company
in the past 12 months. We or our associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. We or our associates may have
received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may have
received any compensation or other benefits from the Subject Company or third party in connection with the research report. Research Analyst or his/her relative’s may have financial interest in
the subject company. IDBI Capital or its associates may have financial interest in the subject company. Research Analyst or his/her relatives does not have actual/beneficial ownership of 1% or
more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. IDBI Capital or its associates may have actual/beneficial
ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. The Subject Company may have been a
client during twelve months preceding the date of distribution of the research report. Price history of the daily closing price of the securities covered in this note is available at www.bseindia.com;

www.nseindia.com and www.economictimes.indiatimes.com/markets/stocks/stock-quotes.
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Most Important Terms and Conditions

1.

2.1.

2.2.

2.3.

10.

11.

12.

These terms and conditions, and consent thereon are for the research services provided by the Research Analyst (RA) and RA cannot execute/carry out any trade (purchase/sell transaction)

on behalf of, the client. Thus, the clients are advised not to permit RA to execute any trade on their behalf.

The fee charged by RA to the client will be subject to the maximum of amount prescribed by SEBI/ Research Analyst Administration and Supervisory Body (RAASB) from time to time

(applicable only for Individual and HUF Clients).

Note:

The current fee limit is Rs 1,51,000/- per annum per family of client for all research services of the RA.
The fee limit does not include statutory charges.
The fee limits do not apply to a non-individual client / accredited investor.

RA may charge fees in advance if agreed by the client. Such advance shall not exceed the period stipulated by SEBI; presently it is one quarter. In case of pre-mature termination of the RA

services by either the client or the RA, the client shall be entitled to seek refund of proportionate fees only for unexpired period.

Fees to RA may be paid by the client through any of the specified modes like cheque, online bank transfer, UPI, etc. Cash payment is not allowed. Optionally the client can make payments

through Centralized Fee Collection Mechanism (CeFCoM) managed by BSE Limited (i.e. currently recognized RAASB).

The RA is required to abide by the applicable regulations/ circulars/ directions specified by SEBI and RAASB from time to time in relation to disclosure and mitigation of any actual or

potential conflict of interest. The RA will endeavor to promptly inform the client of any conflict of interest that may affect the services being rendered to the client.
Any assured/guaranteed/fixed returns schemes or any other schemes of similar nature are prohibited by law. No scheme of this nature shall be offered to the client by the RA.

The RA cannot guarantee returns, profits, accuracy, or risk-free investments from the use of the RA’s research services. All opinions, projections, estimates of the RA are based on the

analysis of available data under certain assumptions as of the date of preparation/publication of research report.

Any investment made based on recommendations in research reports are subject to market risks, and recommendations do not provide any assurance of returns. There is no recourse to
claim any losses incurred on the investments made based on the recommendations in the research report. Any reliance placed on the research report provided by the RA shall be as per the

client’s own judgement and assessment of the conclusions contained in the research report.

The SEBI registration, Enlistment with RAASB, and NISM certification do not guarantee the performance of the RA or assure any returns to the client.
For any grievances,

Step 1: the client should first contact the RA using the details on its website or following contact details:

(RA to provide details as per ‘Grievance Redressal / Escalation Matrix’)

Step 2: If the resolution is unsatisfactory, the client can also lodge grievances through SEBI’s SCORES platform at www.scores.sebi.gov.in

Step 3: The client may also consider the Online Dispute Resolution (ODR) through the Smart ODR portal at https://smartodr.in

Clients are required to keep contact details, including email id and mobile number/s updated with the RA at all times.

The RA shall never ask for the client’s login credentials and OTPs for the client’s Trading Account Demat Account and Bank Account. Never share such information with anyone including RA.
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