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About the Company 

MAS Financial Services Ltd. (MAS) is a diversified financial services provider focused on low-income groups and

economically weaker individuals operating small businesses, as well as SMEs having limited access to formal financing

channels. The company operates through 189 branches across 12 states and Union territories. MAS also carries out its

business through a pan-India network of 182 NBFC partners which contribute to ~33% of business sourcing.

Investment Rationale

A. Eyeing 2x AUM in the next 3 years: MAS’ management has reiterated its aspiration of doubling the AUM over the next 3-4 years (a

loan growth CAGR of 20-25%), supported by demand-led growth and a scaled-up distribution network. As the company pushes for

the next leg of growth, it will look to diversify its AUM mix. While the core MSME and Wheels products will continue to drive healthy

growth, MAS will look to foray into Used Cars (currently in the pilot phase) and Supply Chain Financing (as a subset of MSME loans

for New and Existing customers). In terms of the salaried personal loans, MAS will cap its mix at 10% of overall AUM. Additionally,

MAS expects to scale up the housing finance portfolio meaningfully (aiming to grow at 30-35% CAGR over the medium term),

thereby increasing its contribution to ~10-15% in the consolidated AUM. We expect MAS to deliver a healthy ~24% CAGR AUM

growth over FY24-26E.

B. Strengthening direct distribution: Eyeing faster growth, MAS will continue to expand its direct distribution network by adding 20-

30 branches in the next 6-9 months. The management expects the share of direct distribution to improve to 70-75% over the

medium term vs ~67% as of Mar’24. The company will also look to further strengthen its geographical presence to reduce its

dependence on the Top-4 states. While the core geographies in the West (mainly Gujarat and Maharashtra) have immense growth

potential, having pre-empted the growth potential in Delhi NCR, Tamil Nadu, Karnataka and Telangana, MAS plans to foray into

these geographies to kick-start its next leg of growth. Over the medium term, MAS expects the newer geographies to contribute

meaningfully in its endeavour to double AUM over the medium term.

C. Recent rating upgrade to aid CoF: Recently, MAS's credit rating was upgraded to AA- (Stable) from A+ (Positive) by CARE. This

ratings upgrade will aid CoF improvement by 15-25bps over the next 6-9 months. Given that a larger chunk of the company’s

borrowings are MCLR linked, the company will negotiate rates with its lenders supported by the upgrade. This will also enable MAS

to tap borrowings in the capital market.

D. Recommendation: We recommend a BUY rating on the stock with a TP of Rs 321/share, implying an upside of 10% from the CMP.
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Source: Axis Securities; CMP as on 24th May, 2024; **Adjusted for Bonus issue

Financial Summary

Why MAS Financial Services Ltd.?

 Strong Growth Opportunities

 Direct Distribution to aid faster

growth

 Stable NIMs and stable credit

costs to offset Opex pressures

enabling delivery of strong RoA

 Asset quality to remain stable

Y/E NII PPOP PAT EPS ABV P/ABV RoA NNPA

Mar (Rs Cr) (Rs Cr) (Rs Cr) (Rs) (Rs) (x) (%) (%) 

FY23 332 318 201 12.3** 84.3 3.2 2.9 1.5

FY24 408 421 248 15.1 100.4 2.7 3.0 1.5

FY25E 530 533 313 19.1 115.9 2.3 3.1 1.5

FY26E 658 657 385 23.5 133.8 2.0 3.1 1.5

Duration: 6-9 Months
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