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Satin Creditcare Ltd. – Positive 
Robust asset quality 
 

1 COMPANY REPORT 

Operational improvement on track 
While AUM was flat sequentially due to higher run-off (disbursements 
grew 6% qoq), Satin continued to strengthen its portfolio and market 
position. Key vectors on which franchise improvement was visible were a) 
uptick in blended collection efficiency (CE), b) reduction in the PAR 90 
portfolio and ECL, c) regional diversification with coverage now reaching 
23 states and 360 districts , d) significant expansion in MFI customer base 
and a reduction in average loan ticket, e) impressive scale-up of IndusInd 
Bank BC tie-up along with MSME and housing finance portfolios, f) rising 
cashless disbursements with 100% branches enabled and g) sustained 
delivery of healthy RoA/RoE even after normalizing assignment income.  
 

With liquidity available, Satin’s disbursements could have been much 
higher in Q3 FY19, had it not been for a cautious stance adopted by the 
management. All productivity indicators appear sub-optimal due to 
substantial network expansion over the past couple of years and lower 
disbursements in areas impacted by demonetization. So, a little push can 
accelerate AUM growth. Satin had substantial liquidity of Rs19.2bn (31% 
of AUM) as of Q3 FY19 and CAR improved to 30% with a material decline 
in on-book MFI loans.     
 

The rising cost of funds is not a challenge for Satin, as it generally gets 
transmitted to customers with a quarter’s lag. Manning of new branches 
led to higher employee expenses but this should stabilize henceforth, and 
along with increase in AUM per Branch/LO should drive operating 
leverage. Focus on collection led to the CE improving, even on loans 
disbursed in 2017, and a meaningful recovery in written-off accounts.           

 

 

Exhibit 1: Result table – Consol. 
(Rs mn) Q3 FY19 Q2 FY19 % qoq Q3 FY18 % yoy 
Operating Income  4,018   3,648   10.2   2,595   54.8  
Interest Expenses  (1,663)  (1,685)  (1.3)  (1,326)  25.4  
Net Interest Income  2,355   1,963   20.0   1,269   85.6  
Other income  4   4   (7.0)  0  -  
Total Income  2,359   1,967   19.9   1,269   85.9  
Operating expenses  (1,090)  (1,062)  2.7   (903)  20.7  
Provisions  (100)  (185)  (45.8)  374  - 
PBT  1,169   720   62.2   740   57.9  
Tax  (455)  (259)  75.4   (266)  71.1  
PAT  714   461   54.8   474   50.5  

Source: Company, YSL 

CMP (Rs) 253   
Stock data (As on Feb 05, 2019) Sector: Financials 

Sensex: 36,617 

52 Week h/l (Rs) 495/183 
Market cap (Rs mn) 12,365  
Entp. value (Rs mn) -  
6m Avg t/o (Rs mn): 31  
FV (Rs): 10 
Div yield (%): -  

Bloomberg code: SATIN IN 

BSE code: 539404  

NSE code: SATIN 
 

Stock performance 

 
  
Shareholding pattern (As of Dec’18 end) 
Promoter 26.7% 
FII+DII 38.7% 
Others 34.6% 
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Exhibit 2: Key Ratios 
(%) Q3 FY19 Q2 FY19 % qoq Q3 FY18 % yoy 
Income/Avg.AUM*  25.9   23.9   2.0   22.1   3.8  
Int Exp/Avg.AUM*  10.7   11.0   (0.3)  11.3   (0.6) 
NII/Avg.AUM*  15.2   12.9   2.3   10.8   4.4  
Cost/Income*  46.2   54.0   (7.8)  71.2   (25.0) 
PPOP/Avg.AUM*  8.2   5.9   2.3   3.1   5.1  
Prov/Avg.AUM*  0.6   1.2   (0.6)  (3.2)  3.8  
PAT/Avg.AUM*  4.6   3.0   1.6   4.0   0.6  
Gross NPA (PAR 90) ^  3.2   4.1   (0.9)  9.2   (6.0) 
CAR^  30.1   25.2   4.8   23.3   6.8  

Source: Company, YSL      
*For the consol entity (Annualized); ^Reported for the stand-alone entity 
 
Exhibit 3: Business Information 

Particulars  Q3 FY19 Q2 FY19 % qoq Q3 FY18 % yoy 
 AUM – (Rs mn)  62,080 61,910 0.3 48,820 27.2 

 MFI (SCNL) 54,180 54,560 (0.7) 42,360 27.9 
 MSME (SCNL) 1,710 1,050 62.9 680 151.5 
 TSL  5,730 6,040 (5.1) 5,770 (0.7) 
 SHFL  460 270 70.4 - - 

 ATS – (Rs)       
 MFI (SCNL) 26,000 27,000 (3.7) 30,000 (13.3) 
 MSME (SCNL)  2,260,000 1,100,000 105.5 900,000 151.1 
 TSL  26,900 26,700 0.7 23,600 14.0 
 SHFL  1,380,000 1,493,000 (7.6) - - 

 Branches – (No)       
 SCNL  937 885 5.9 728 28.7 
 TSL  179 179 - 170 5.3 
 SHFL  3 2 50.0 - - 

 Employees – (No)       
 SCNL  10,538 9,579 10.0 7,121 48.0 
 TSL  1,335 1,352 (1.3) 1,259 6.0 
 SHFL  67 41 63.4 4 - 

Source: Company, YSL 

Profitability to improve further in FY20; valuation alluring  
MFI disbursements will likely pick-up from the current quarter with 
stabilization of operating environment inducing management to 
gradually ease their cautious stance. Portfolios under the IIB tie-up, 
MSME financing and home loans will continue growing fast with 
improving market penetration. Overall, AUM is expected to grow by 
25%+ in FY19 and 30%+ in FY20. While it is not a breath-taking speed 
of growth, it should be just good enough to drive-up revenue 
productivity. Notwithstanding the fervor around the general elections 
and announcements of loan waivers by many newly-elected state 
governments, the collection efficiency has kept improving which is 
heartening. So, a non-crisis credit cost looks like 1-1.5%. It is highly 
probable that Satin will deliver a higher RoA in FY20 in comparison to 
FY19. Based on our cursory Ind AS estimates for FY20, the stock in 
trading at <1x P/BV and 5.3x P/E.      
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Exhibit 4: Purposeful calibration of loan growth  

 
Source: Company, YSL 
 
Exhibit 5: Regional diversification of portfolio continues  

 
Source: Company, YSL 
 

Exhibit 6: Expansion of spread driven by assignment income 

 
Source: Company, YSL; Note - Above data for stand-alone entity 
   
Exhibit 7: RoA/RoE was healthy, even ex-assignment income 

 
Source: Company, YSL; Note - Above data for stand-alone entity 
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CONFERENCE CALL HIGHLIGHTS 
 

 Direct assignments of Rs7.55bn were done in Q3 FY19 and the life-
time income on it was recognized upfront as per Ind AS 

 Availability of liquidity did not restrain growth in Q3 FY19, rather 
the management purposely calibrated growth and enhanced its 
focus on portfolio quality and collections   

 Collection efficiency (CE) improved from 97.7 to 98.2% on sequential 
basis, even on the portfolio disbursed in 2017. For the loans 
disbursed in 2018, the CE stands at robust 99.5% (level prevailing 
pre-demonetization). The blended CE has moved closer to 99%.     

 The marginal cost of borrowing stands at 11.5% and a reasonable 
amount of funding is available. Satin can grow at 25-30% yoy even 
in the current liquidity environment.  

 Margins earned on direct assignment and securitization transactions 
are 1.25-1.5% higher than the 9.5-10% earned on the on-book loans 

 Group discipline remains intact, notwithstanding the noise of farm 
loan waivers, with about 85% of the centers recording 80%+ 
attendance in meetings. Even in the newer states or areas, the groups 
are being formed based on a social connect between members. 

 Satin is expanding in the southern states through careful 
area/district selection, based on prevalent competition and CB data. 
There are a lot of territories in these states where MFIs don’t have 
enough reach.  

 Opex ratio will come-off once the new branches start gaining scale. 
Additionally, there is significant room to increase business in the 
branches that were impacted by demonetization.  

 For cashless collections, the company is in the process of testing a 
few pilots. The success of these efforts and its implementation can 
bring down opex intensity of the business meaningfully.     

 In MSME lending, Satin is primarily looking at the rural places 
where it already has distribution and outreach. There is a large 
potential to tap micro borrowers who have grown their businesses 
by taking multiple MFI loan cycles.    

 IndusInd Bank tie-up is capital efficient and represents an on-tap 
funding for Satin. The arrangement was signed after the BFIL 
acquisition by the bank. TSL, the BC subsidiary, is likely to tie-up 
with more financial institutions for originating MFI loans.  

 Considering the rapid scale-up of the IndusInd Bank tie-up and 
calibrated growth expectations, the MFI business may not require 
an equity infusion soon. However, the company would need capital 
over the medium term for infusion into its SME and housing 
subsidiaries. 

 As per the management, after 5 years, about two-thirds of the AUM 
will be contributed by MFI loans and the remaining one-third would 
be non-MFI loans. 

 Credit cost outlook would depend on the trending of CE. With the 
current CE expected to hold, the credit cost should stabilize at 0.5-
1%. Loan rejection rate has increased as processes have been 
tightened. 

 Unlike most other MFIs, Satin has been able to make credible 
progress in recovering money from the written-off accounts. 
Incremental recoveries from the written-off pool will lessen 
provisioning in the P&L.    

 After having handled demonetization and the current tight liquidity 
scenario deftly, Satin believes that it has become better at handling 
crisis.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS 
 
Analysts assign ratings to the stocks according to the expected upside/downside relative to the current market price and the estimated target price. Depending on the expected 
returns, the recommendations are categorized as mentioned below. The performance horizon is 12 to 18 months unless specified and the target price is defined as the analysts’ 
valuation for a stock. No benchmark is applicable to the ratings mentioned in this report.  

 
BUY > 15% 

ADD 5% to 15% 

HOLD -15% to +5% 

SELL > - 15% 

NOT RATED 

UNDER REVIEW 

POSITIVE: Positive is rating given to stocks we like but yet to be formally included in our coverage universe.  

NEGATIVE: Negative is rating given to stocks yet to be formally included in our coverage universe, but we find valuations expensive vis-a-vis fundamentals. 

NEUTRAL: Neutral rating is given to stocks that are not under our formal coverage yet, but we find current valuation fairly representing fundamentals. 

 
 
 
 
 
 
 
 
ABOUT YES SECURITIES (INDIA) LIMITED 
 
YES SECURITIES (INDIA) LIMITED (‘‘YSL’’) was incorporated on 14th March 2013 as a wholly owned subsidiary of YES BANK LIMITED. YSL does not have any other 
associates. YSL is a SEBI registered stock broker holding membership of NSE and BSE. YSL is also a SEBI registered Category I Merchant Banker, Investment Adviser and a 
Research Analyst. YSL offers, inter alia, trading/investment in equity and other financial products along with various value added services. We hereby declare that there are 
no disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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DISCLAIMER 
 
Investments in securities market are subject to market risks, read all the related documents carefully before 
investing. 

The information and opinions in this report have been prepared by YSL and are subject to change without 
any notice. The report and information contained herein are strictly confidential and meant solely for the 
intended recipient and may not be altered in any way, transmitted to, copied or redistributed, in part or in 
whole, to any other person or to the media or reproduced in any form, without prior written consent of 
YSL.  

The information and opinions contained in the research report have been compiled or arrived at from 
sources believed to be reliable and have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, completeness, authenticity or validity. No 
information or opinions expressed constitute an offer, or an invitation to make an offer, to buy or sell any 
securities or any derivative instruments related to such securities. Investments in securities are subject to 
market risk. The value and return on investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. Investors should note that each security's price or value may rise or fall 
and, accordingly, investors may even receive amounts which are less than originally invested. The investor 
is advised to take into consideration all risk factors including their own financial condition, suitability to 
risk return profile and the like, and take independent professional and/or tax advice before investing. 
Opinions expressed are our current opinions as of the date appearing on this report. Investor should 
understand that statements regarding future prospects may not materialize and are of general nature which 
may not be specifically suitable to any particular investor. Past performance may not necessarily be an 
indicator of future performance. Actual results may differ materially from those set forth in projections. 

Technical Analysis reports focus on studying the price movement and trading turnover charts of securities 
or its derivatives, as opposed to focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or 
damage of any kind arising out of the use of this report. 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 YSL 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 document may come are 
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST 
 
Name of the Research Analyst  : Rajiv Mehta, Sachit Damani 

The analyst hereby certifies that opinion expressed in this research report accurately reflect his or her 
personal opinion about the subject securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion expressed in this research report. 
 

Sr. No. Particulars Yes/No 

1 
Research Analyst or his/her relative’s financial interest in the subject 
company(ies) 

No 

2 
Research Analyst or his/her relative or YSL’s actual/beneficial ownership of 1% 
or more securities of the subject company(ies) at the end of the month 
immediately preceding the date of publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has any other material conflict of 
interest at the time of publication of the Research Report 

No 

4 
Research Analyst has served as an officer, director or employee of the subject 
company(ies) 

No 

5 
YSL has received compensation or other benefits from the subject company(ies) 
or third party in connection with this research report 

No 

6 
Broking/Investment Banking/Merchant Banking relationship with the subject 
company at the time of publication of Research Report 

No 

7 
YSL has managed or co-managed public offering of securities for the subject 
company in the past twelve months 

No 

8 
Research Analyst or YSL has been engaged in market making activity for the 
subject company(ies) 

No 

 
Since YSL and its associates are engaged in various businesses in the financial services industry, they may 
have financial interest or may have received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever nature from the subject company(ies) 
in the past twelve months or associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more and/or other material conflict of 
interest in the securities discussed herein. 
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