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Opening Date Closing Date Allotment Date Listing Date

23-Sep-24 25-Sep-24 26-Sep-24 30-Sep-24

Issue Size @120 (Rs Mn)  Shares (Mn) %
Fresh Issue 1,508 12.6 100.0%
Offer for Sale - - -
Total Offer 1,508 12.6 100.0%
Issue Breakup @120 (Rs Mn)  Shares (Mn) %
QIB Portion 754 6.3 50.0%
NIl Portion 226 1.9 15.0%
Retail Portion 528 4.4 35.0%
Total 1,508 12.6 100.0%
Use of Net Proceeds

Augmentation of its capital base to meet its 1388
future capital requirements !

BRLM & Registrar | Hem Securities Ltd, Link Intime India
Pvt Ltd

Shareholding (%) Pre Issue Post Issue
Promoter 100.0% 75.0%
Public - 25.0%
Total (Mn Shares) 37.7 50.2
Market Cap (Rs. Mn) 6,029
(Rs Mn) FY22 FY23 FY24 CAGR FY22-24
NIl 474 683 865 35.1%
Total Income 600 767 1,098 35.2%
PPoP 227 311 502 48.7%
PAT 97 166 314 79.6%
NIMs (%) 8.4% | 8.7% 8.9% -
BVPS (Rs) 60.2 63.5 70.0 -

P/B (x) 2.0x 1.9x 1.7x -

RoA (%) 1.4% | 1.8% 2.8% -

RoE (%) 3.2% | 5.2% 8.9% -
Product wise Market Share (FY24) Banks NBFC
2W Loans 35.0% 65.0%
3W Loans 55.0% 45.0%
Used car Loans 45.0% 45.0%
Small Business Loans 65.0% 35.0%
Personal Loans 76.0% 24.0%

Valuation & View:

At the upper price band, on post issue basis, Manba Fi-
nance Ltd is valued at P/Bx of 1.7 on FY24 BVPS. The issue
is reasonably priced with room for upside. Its NIl / Total
Income / PPoP / PAT / AUM has grown at a CAGR of
35.1% / 35.2% / 48.7% / 79.6% / 37.5% over FY22-24. We
have a “Subscribe” rating on the company on account of
(1) Company’s strong relationship with dealers for vehicle
financing. (2) Company’s foray into diversified products &
geographies in order to mitigate concentration risk. (3)
Improving asset quality & diversified funding mix.

Manba Finance Ltd IPO Note
Price Band Recommend
Rs. 114-120 SUBSCRIBE
m NANTCE

2W ﬁnancing player focused
on diversification

Business Overview

Manba Finance Limited is a Non-Banking Finan-
cial Company-Base Layer (NBFC-BL) providing
financial solutions for New 2Ws, 3Ws, EV2Ws,
EV3Ws, Used Cars, Small Business Loans and Per-
sonal Loans with target customers mainly sala-
ried and self-employed.

AUM: In FY24, AUM was Rs. 9.36bn which grew
47.8% YoY. 97.9% of the AUM comprises of New
Vehicle Loans with an ATS of Rs. 80,000/- for 2W
and an ATS of around Rs. 1,40,000 for 3W. The
AUM split is 2W (92%), 3W (1%), Personal (1%),
Small business (1%), Top-up loans (5%).

Gross loan book: The gross loan book for the
company was Rs. 7.98bn in FY24. The GLB split is
2W (90%), 3W (1%), Personal (1%), Small busi-
ness (1%), Top-up loans (6%). 98.2% of the book
is secured.

Disbursement: The company disbursed loans of
Rs. 6.33bn in FY24 at a 48.3% YoY.

Asset Quality: In FY24, Gross/Net NPA for the
company was 3.95%/3.16%.

Capital Adequacy: The company CRAR is 25.2%
with RWA of Rs. 7.96bn as on Mar-24.

Borrowing Profile: In FY24, Total Borrowings for
the company is Rs. 7.52bn with average cost of
borrowing of 11.98% and average tenure of bor-
rowings of 27 months. Fixed rate borrowings
form 66% of the total borrowings. The company
borrows from Banks, NBFC and Financial Institu-
tions. 77% of the borrowings are Secured.

Network: The company is based out of Mumbai,
Maharashtra. It operates in 66 locations across 6
states i.e. Maharashtra (41%), Gujarat (21%), Ra-
jasthan (18%), Chhattisgarh (14%), Madhya Pra-
desh (5%) and Uttar Pradesh (2%). The company
has relationship with 1,104 dealers including 190
EV dealers. Around 82% of the dealers are placed
in Maharashtra, Gujarat & Rajasthan.

The company has recently expanded loan portfo-
lio to Used Car Loans, Small Business Loans and
Personal Loans and it intends to leverage existing
network to further penetrate the market with
new products.

Manba Finance funds up to 85% of the purchase
price (on road price) of the vehicle proposed to
be acquired by the customer. Also the company
sanctions more than 85% loans on the same day
of the application.
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Strengths

® Strong established relationships with the dealers

e Ability to expand to new underpenetrated geographies

e Access to diversified and cost-effective long-term borrowing

e Technology driven and scalable operating model with quick turnaround time for loan processing
e Extensive collections infrastructure and processes leading to robust asset quality

Strategies

® |ncrease penetration in existing markets and diversifying into new markets.

Continue focus on vehicle finance and the growing 2Ws/3Ws/EV2Ws/EV3Ws market.
Diversify portfolio into Used Car Loans, Small Business Loans and Personal Loans.

® |everage existing branch and location setup by addition of new products.

Continue investing in technology and digitization initiatives to enhance operating model and improve custom-
er experience.

Enhance brand recall & attract new customers.

Risks

o Risk from dealer relationship: 89.1% of the disbursement are sourced through dealer relationships with incen-
tives paid at 0.57% in FY24. Business contribution from Top 5/10 dealers in FY24 is 6.4%/10.8% respectively.

e Diversification Risk: New Vehicle Loans form 97.9% of the total AUM. Recently the company has diversified
into Used Car Loans, Small Business Loans and Personal Loans.

o Credit ratings risk: Downgrade in credit ratings can increase borrowing costs. Care Rating, Acuite, Crisil and
India Rating Research have BBB+ (Stable), A-/A (Stable), A+, IND A2 ratings on company’s debt instruments.

e Renumeration risk: Increase in renumeration demands can affect operations. Attrition rate for permanent/
temporary employees is 34%/16% in FY24.

e Any disruption in sources of funding could have an adverse effect on business.

e Concentrated exposure to states: Operations are concentrated in 5 states namely Maharashtra/Gujarat/
Rajasthan/Chhattisgarh/MP which account for 64.6%/23.2%/6.6%/5.1%/0.6% of the Gross Loan Book in FY24.

e Any deterioration in the performance of any pool of receivables securitized and assigned to banks may ad-
versely impact financial performance. (In FY24, Securitized assets is Rs. 1.6bn and Loans from PTC transactions
is 84% of securitized assets)

e Cash collections form 8.8% of the total collections in FY24.

® Increased risk from first time borrowers. 43.2% of the total disbursement is given to New to Credit persons in
FY24.
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Industry data FY21 FY24 FY27E CAGR FY21-24 CAGR FY24-27
2W sales volume (in Mn) 15.1 18.5 23.9 7.0% 8.9%
2W sales value (Rs Bn) 929 1,277 1,864 11.2% 13.4%
2W disbursements (Rs Bn) 360 541 820 14.5% 14.9%
3W sales volume (in Mn) 0.2 0.7 NA 46.7% NA
3W disbursements (Rs Bn) 35 83 228 33.4% 40.1%
Used Car financing market (Rs Bn) 602 1,004 1,487 18.6% 14.0%
Outstanding MSME credit (Rs Bn) 19,000 35,000 59,000 22.6% 19.0%
Small Business loans (Rs Bn) 7,950 13,110 19,830 18.1% 14.8%
Personal loans outstanding (Rs Bn) 6,707 13,197 NA 25.3% NA
Peer Comparison (Rs Mn) MAS ARMANFIN MANBA BAIDFIN
AUM 1,07,219 26,390 : 9,369 : 3,657
AUM per Branch 567 66 | 144 | 81
AUM per Employee 67.4 6.9 : 8.3 : 16.3
Disbursement NA 22,970 : 6,329 : 1,790
I I
Net Interest Income 4,304 3,276 | 865 | 333
Total Income 6,390 3,961 : 1,098 : 433
PPoP 4,303 2,932 I 502 I 202
Profit After Tax 2,540 1,736 : 314 : 129
I I
I I
NIM (%) 4.9% 11.2% I 9.8% I 8.7%
Cost to Income (%) 23.0% 38.7% : 54.4% L 32.6%
Opex (%) 1.7% 4.9% : 6.8% : 3.7%
Credit Cost (%) 1.10% 1.00% : 1.30% : 0.60%
I I
GNPA (%) 2.30% 2.90% : 4.00% : 2.60%
NNPA (%) 1.50% 0.30% I 3.20% I 0.40%
Capital Adequacy Ratio (%) 24.1% 62.7% | 25.2% I as6%
I I
I I
Avg Yield on Avg AUM (%) 11.2% 25.9% I 21.4% I 16.9%
Avg Cost of Borrowings (%) 10.0% 16.4% | 12.0% L 11.2%
Spread (%) 1.3% 9.5% : 9.5% : 5.7%
I I
Micro-Enterprise -47% : 2W -92% :
MFI - 82% i i
SME - 37% MISME -13% | Top up - 5% | MSME&
Product wise AUM mix (%) 2W - 7% W - 3% ? : Personal - 1% : Mortgage-88%
CV-5% . _0 | Small Business-1% | Vehicle-12%
. Individual Business -2% 1 . 1
Salaried Personal - 4% 1 Used Vehicle & 3W-1% 1
Valuation MAS ARMANFIN MANBA BAIDFIN
Price (Rs) 299 1,792 : 120 : 15
Mcap (Rs Mn) 54,200 18,773 I 6,029 I 1,852
BVPS (Rs) 98.2 775.6 | 70.0 : 13.9
P/B (x) 3.0x 2.3x : 1.7x : 1.1x
ROA (%) 2.7% 6.6% I 2.8% I 3.0%
RoE (%) 14.2% 21.4% L 89% | %
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NII, PPoP, Net Income (Rs. Mn) & NIMs (%)

AUM break-up by product mix (%)
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FY24 Product wise Average ticket size (Rs.)

FY24 Product wise Loan-to-value (%)
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INDSEC Ra Distribution

BUY : Expected total return of over 15% within the next 12-18 months.

HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.

NEUTRAL: No investment opinion, stock under review.

DISCLOSURE

BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and
Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency Derivative Segment) vide registration No.
INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of
the National Securities Depository Limited (NSDL) and a SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of
services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is
today empaneled with most of the local financial institutions, insurance companies, banks and mutual funds. ISFL has grown from being a medium

size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio
Managers) Regulations, 1993 vide registration No. INP000001892.

DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
(] No penalties have been imposed for any economic offence by any authority.

(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or
initiated by any regulatory authority against the Company or its Directors, principal officers or employees or any person directly or indirectly
connected with the Company.

DECLARATION:
(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject compa-
ny (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the
time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;
(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the
subject company (ies) in the past twelve months;

(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;
(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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DISCLOSURE

GENERAL TERMS AND CONDITION/ DISCLAIMERS:

This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or
sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed
to be reliable. However, we do not guarantee its accuracy and the information may be incomplete and condensed. Note however that, we have
taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other
employee of our company is in any way responsible for its contents. The Company's research department has received assistance from the sub-
ject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opin-
ions, projections and estimates constitute the judgment of the author as of the date of this document and these, including any other information
contained in this document, are subject to change without notice. Prices and availability of financial instruments also are subject to change with-
out notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the
information current. Also, there may be regulatory, compliance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any deci-
sion to purchase/sale securities mentioned in this document must take into account existing public information on such security or any registered
prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objec-
tives. The securities, instruments, or strategies discussed in this document may not be suitable for all investors, and certain investors may not be
eligible to purchase or participate in some or all of them. Each recipient of this document should make such investigations as it deems necessary
to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved).

This document 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 locali-
ty, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would
subject the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for
distribution to the US taxpayers covered under US Foreign Account Tax Compliance Act (FATCA) provisions. 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 re-
quired to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this docu-
ment. Any comments or statements made herein are those of the analyst and do not necessarily reflect those of the company. No matter con-
tained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or
disclosure is prohibited by law and will result in prosecution. The information contained in this document is intended solely for the recipient and
may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about
those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL

For additional information please contact: research@indsec.co.in, or visit us at www.indsec.co.in

Indsec Securities & Finance Ltd, 301/302, "215 Atrium", "A" Wing, Andheri-Kurla Road, Chakala, Andheri (East), Mumbai - 400 093
Telephone: +91 22 6114 6114 / 6114 6100, Fax: +91 22 6114 6180/ 86
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