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Satin Creditcare Network - BUY 
Growth moderates; needs to pick-up  

August 10, 2019 

COMPANY REPORT 

Process re-engineering impacts growth; but potential risks are 
being tamed and efficiencies are being built  
On a stand-alone basis, Satin’s MFI AUM growth decelerated further to 
16% yoy in Q1 FY20 (stood at 22% and 28% in the preceding two quarters). 
The moderation has been driven by various process re-engineering 
initiates which includes shifting to E-KYC in all branches, geo tagging of 
branches and customer houses, shifting of branch back-end operations to 
centralized shared services, implementation of cashless collections and 
roll-out of psychometric tool for customer onboarding. In management’s 
view, the strengthening of critical processes would reflect in portfolio 
quality and a faster disbursement turnaround in coming quarters. 
Acceleration in portfolio run-off also weighed on MFI portfolio growth. 
 

The portfolio under the IndusInd Bank BC tie-up grew only marginally in 
Q1 FY20, as process re-engineering initiatives were also implemented in 
branches under this arrangement. On a broader risk level, trends in MFI 
portfolio are comforting, a) the loan tickets, both outstanding and 
incremental, have not been increasing much, b) sustained progress on 
regional diversification, c) district concentration continues to come-off and 
d) a sturdy asset quality reflected in high collection efficiency, gradual 
moderation in NPLs and stable credit cost. BC book under the subsidiary 
Taraashna Services Ltd. (TSL) de-grew significantly qoq as one of the 
partners continues to scale down the engagement. Traction in MSME 
lending remained strong; the portfolio grew to Rs2.87bn (up 2.3x yoy). 
Around 15% of this book is loans to smaller NBFC-MFIs. Affordable 
housing loans portfolio under subsidiary, Satin Housing Finance Ltd., 
continue to scale-up rapidly (grew by 28% qoq and 7.5x yoy). The share of 
non-MFI products in the consolidated AUM rose to 6% (1.6% in Q1 FY19). 
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Stock performance 

  
Shareholding pattern (As of Jun ’19 end) 
Promoter 29.7% 
FII+DII 40.2% 
Others 30.1% 

 

 

 
 Result table (Consol.) 

Y/e 31 Mar (Rs mn) Q1 FY20 Q4 FY19 % qoq Q1 FY19 % yoy 
Operating Income  3,526   3,477   1.4   3,274   7.7  
Interest Expenses  (1,526)  (1,528)  (0.2)  (1,542)  (1.0) 
Net Interest Income  2,001   1,949   2.6   1,732   15.5  
Other income  5   21   (75.8)  3   82.6  
Total Income  2,006   1,971   1.8   1,735   15.6  
Operating expenses  (1,215)  (1,225)  (0.8)  (964)  26.1  
Provisions  (148)  119   (223.6)  (359)  (58.8) 
PBT  643   865   (25.7)  413   55.7  
Tax  (235)  (301)  (22.0)  (138)  70.1  
PAT  409   565   (27.6)  275   48.6  
OCI  84   255   (66.9)  (0) - 
Comprehensive Income  493   819   (39.8)  275   79.2  

Source: Company, YES Sec – Research 
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 Business Data 
Business (Rs mn) Q1 FY20 Q4 FY19 % qoq Q1 FY19 % yoy 
AUM   71,390   70,680   1.0   60,257   18.5  
 MFI (SCNL)   61,800   61,130   1.1   53,140   16.3  
 MSME (SCNL)   2,870   2,610   10.0   862   232.9  
 TSL   5,420   6,040   (10.3)  6,136   (11.7) 
 SHFL   1,010   790   27.8   119   -  

ATS (Rs)       
 MFI (SCNL)   28,000   26,000   7.7   29,000   (3.4) 
 MSME (SCNL)   4,950,000   4,000,000   23.8   1,180,000   319.5  
 TSL   28,600   28,400   0.7   25,800   10.9  
 SHFL   1,386,000   1,453,000   (4.6)  1,250,000  10.9 

Branches - No       
 SCNL   1,024   977   4.8   838   22.2  
 TSL   186   180   3.3   177   5.1  
 SHFL   6   5   20.0   2   200.0  

Employees - No       
 SCNL   9,555   10,419   (8.3)  7,951   20.2  
 TSL   1,342   1,325   1.3   1,377   (2.5) 
 SHFL   106   83   27.7   40  165.0 

Source: Company, YES Sec – Research 
 

 Key Ratios  
Particulars (%) Q1 FY20 Q4 FY19 Chg. Q1 FY19 Chg. 
Gross Yield*  20.7   22.1   (1.3)  23.6   (2.9) 
Financial Cost Ratio*  9.4   10.1   (0.7)  11.7   (2.3) 
NIM*  11.4   12.0   (0.6)  11.9   (0.6) 
C/I  60.6   62.1   (1.6)  55.5   5.0  
Loan Loss Ratio*  0.9   (0.8)  1.7   2.7   (1.8) 
Gross NPA / PAR 90  2.8   2.9   (0.1)  3.9   (1.1) 
RoA*  2.5   3.3   (0.8)  1.5   0.9  
RoE*  13.5   20.0   (6.5)  10.7   2.8  
CAR  30.5   28.5   2.0   23.4   7.1  

Source: Company, YES Sec – Research 
*On a Standalone Basis 
 

Management aspires for 30% AUM growth; operational 
efficiency to reflect in cost metrics from H2   
The funding situation remains quite manageable for Satin. The 
company raised incremental funds of Rs14bn+ during the quarter, of 
which Rs5.85bn was via securitization and assignments. While the 
process reengineering initiatives are likely to partially impact growth in 
Q2 FY20 also, the Management is confident of growing strongly in the 
seasonally strong H2. The growth enablers are in place in the form of 
substantial branch additions in newer states (entered in past couple of 
years) and new states, and natural progression in disbursement ticket 
size given that 53% are first cycle customers currently. After 
strengthening the systems and processes, entailing a stronger control 
over portfolio quality, Satin would also be more comfortable in pushing 
the growth peddle. The company has maintained high liquidity on the 
balance sheet to the tune of Rs18bn (equivalent to average one-quarter 
disbursements) and has undrawn sanctions worth Rs14bn. Capital will 
not be deterrent for growth too, considering that Tier-1 CAR has 
increased to 30.5% on the back of sustained increase in off-book AUM. 
 

The centralization of the branch back-end operations has caused a 
substantial reduction in support staff (non-LO employee base declined 
by more than 1000 over the past two quarters). Also, the augmentation 
of loan officers has been less-than-commensurate to branch additions, 
probably in view of efficiency benefits likely to accrue from the above-
mentioned process initiatives. The cost growth came-off in Q1 FY20; 
however, due to a sharper deceleration in avg. AUM growth, the cost 
metric was unchanged. From H2 FY20, cost ratios will likely embark on 
the path of sustained improvement as AUM growth improves.      
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Growth acceleration key for RoE improvement and valuation re-
rating 
While Satin is taking credible steps to drive cost productivity and 
ensuring strong portfolio quality, acceleration in growth remains 
critical to realize a structural expansion in profitability. As AUM 
growth is expected to pick-up from H2 FY20, we believe FY21 will be 
the year of significant RoA expansion, despite an increase in leverage. 
Achieving PAT guidance of Rs2.6bn in the current fiscal becomes a 
daunting ask for the company post a modest performance in Q1 FY20. 
However, earnings growth is estimated to be quite strong in FY21 and 
RoE could reach 18-19%. Valuation is undemanding at 0.8x P/ABV and 
4.6x P/E on FY21 basis. Retain BUY rating with a 12-month price target 
of Rs410.        
     
 
 

 AUM (consol) growth has been decelerating 

 

Source: Company, YES Sec – Research 
 

 Avg. monthly disbursements (stand-alone)  

 

Source: Company, YES Sec – Research 
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 Sustained regional diversification of AUM (consol)  

 

Source: Company, YES Sec – Research 
 

 Stand-alone spread steady 

 

Source: Company, YES Sec – Research 

 Opex/Avg.AUM ratio (stand-alone) moves down 

 

Source: Company, YES Sec – Research 
 

 Steady PAR trends  

 

Source: Company, YES Sec – Research 
 

26 24 23 22 22 22

18 19 19 19 18 16

13 12 10 9 9 9

10 10 9 9 8 9

4 6 7 7 7 7

5 6 7 8 8 8

5 5 6 6 6 6

18 19 19 21 23 25

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

Q4 FY18 Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19 Q1 FY20

UP Bihar MP Punjab Rajasthan Assam West Bengal Others

24.2 23.7 23.7 23.6
25.3

27.4

22.1 20.7

13.1 12.8 12.3 11.7 12.3 12.0
10.1 9.4

0

5

10

15

20

25

30

35

Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19 Q1 FY20

(%)

Gross Yield Financial Cost Ratio

6.7

7.2

6.1
6.3

6.7
6.5

7.1

6.4

4.0

4.5

5.0

5.5

6.0

6.5

7.0

7.5

8.0

Q1 FY18 Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19

(%)

6.7

5.4

3.6 3.9
4.4 4.1

2.9 2.8

0

2

4

6

8

Q4 FY18 Q2 FY19 Q4 FY19 Q1 FY20

(%)

PAR 1% PAR 90%



 

 

Satin Creditcare Network 

5 

 Stand-alone RoA and RoE 

 

Source: Company, YES Sec – Research 
 
 

 Valuation Summary (Consol.) 
Y/e 31 Mar (Rs mn) FY18 FY19 FY20E FY21E 
Total operating income 4,972  8,055  9,293  12,188  
yoy growth (%) - 62.0  15.4  31.1  
Operating profit (pre-provisions) 1,603  3,682  4,212  5,975  
Net profit 748  2,015  2,190  3,101  
yoy growth (%) - 169.4  8.7  41.6  
     
EPS (Rs) 15.8  41.5  42.4  60.0  
Adj.BVPS (Rs) 183.5  217.9  264.9  326.1  
P/E (x) 17.4  6.6  6.5  4.6  
P/BV (x) 1.5  1.3  1.0  0.8  
ROE (%) 11.2  19.8  16.8  19.2  
ROA (%) 1.4  3.1  2.9  3.3  

Source: Company, YES Sec – Research 
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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% 

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 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% 
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No 
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Research Analyst or his/her relative or YSL has any other material conflict of 
interest at the time of publication of the Research Report 
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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 
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company at the time of publication of Research Report 
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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 
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Since YSL and its associates are engaged in various businesses in the financial services industry, they may 
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