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Q1FY26 Result Update

Key Financials - Consolidated

Y/e Mar FY24 FY25 FY26E FY27E
Net Int.Inc. (Rsm) 66,818 74,331 87,162 1,02,012
Growth (%) 94 112 17.3 17.0
Op. Profit (Rs m) 41,783 47,652 57,710 67,064
PAT (Rs m) 17,596 23,451 27,496 34,161
EPS (Rs.) 14.3 19.0 20.9 246
Gr. (%) (13.7) 332 10.3 17.3
DPS (Rs.) 6.3 6.5 7.2 8.9
Yield (%) 2.4 2.4 2.7 3.3
Margin (%) 6.5 6.1 6.1 6.2
ROAE (%) 10.0 12.4 121 125
RoAA (%) 17 1.9 19 2.0
PE (x) 18.7 14.0 12.7 10.8
P/BV (x) 1.8 17 1.4 13
P/ABV (x) 1.9 1.8 16 1.4
Key Data MMFS.BO | MMFS IN
52-W High / Low Rs.334 / Rs.232
Sensex / Nifty 82,187 / 25,061
Market Cap Rs.370bn/ $ 4,281m
Shares Outstanding 1,390m
3M Avg. Daily Value Rs.845.24m
Shareholding Pattern (%)
Promoter’s 52.49
Foreign 9.33
Domestic Institution 32.39
Public & Others 5.79
Promoter Pledge (Rs bn) -
Stock Performance (%)
™ 6M 12M
Absolute 13 28 (6.5)
Relative 1.6 (4.4) (8.4)

Shreya Khandelwal

shreyakhandelwal@plindia.com | 91-22-66322538

Mahindra & Mahindra Financial
Services (MMFS IN)

Rating: HOLD | CMP: Rs266 | TP: Rs285

Disbursements tepid; asset quality a monitorable

Quick Pointers:
®  Flat disbursement growth in Q1; seeing weakness in PV and CV/ CE

®  (GS3 ratio saw a jump on account of seasonality; expect it to remain range-
bound

Q1 disbursement growth was flat YoY with a weakness in the CV/ PV/ SME
segment; AUM grew 15% YoY to Rs 1,220 bn. Expect NIM to improve in
subsequent quarters aided by a boost in fee income/Used Vehicle mix and
lower CoF. Expect opex costs to be elevated as the company invests in
business transformation. Asset quality saw a seasonal weakness in the
quarter; we continue to be watchful of collection efficiency trends. We value
the standalone business of MMFS at 1.3x FY27E P/ABV. Our SOTP ascribes a
valuation of Rs 269 for the standalone business and Rs 16 for subsidiaries, with
a 25% Holding Co. discount, to arrive at a TP of Rs 285. Low visibility on growth
and weak asset quality trends weigh on profitability. Assume coverage with a
HOLD rating.

® Q1 disbursements lacklustre; expect 15% growth in FY26: Q1 saw a flattish
trend in disbursements (Rs 128 bn) on account of a slowdown in the M&HCV/
entry-level PV segment. Commentary also highlighted a temporary
recalibration in SME disbursements (-19% YoY) on account of organisational/
structural changes. Tractor disbursements however, saw a decent pick-up in
the quarter (+21% YoY) and company expects the trend to continue.
Consequently, AUM grew 15% YoY/ 2% QoQ to Rs 1,220 bn. The share of M&M
assets as a part of AUM was maintained at 44% (in the range of 40-45%).
While disbursement growth continues to remain challenging due to an
industry-wide slowdown in the auto sector, company expects an uptick in
momentum with a positive monsoon/ recovery in rural demand. We remain
conservative and build an AUM growth of 15% in FY26E.

®  Spreads to range between 6.5%- 6.7%: While CoF remained stable YoY at
6.3%, reported spread improved to 6.7% (vs. 6.5% in Q4FY25) driven by an
increase in yield (+10 bps QoQ) and fee income (+10 bps QoQ). Company
expects to maintain spread in the range of 6.5%- 6.7% in FY26, supported by
a rising share of high-yielding segments (Used Vehicle and tractor) in the mix.
It is also focusing on increasing fee income and has made multiple efforts on
that front- co-branded credit card partnership with RBL Bank, Fast tag tie-up
with IDFC bank, insurance distribution/ NPCI approval for TPAP license.
Management commentary highlighted a slight reduction in incremental CoF
and we expect NIM to improve in subsequent quarters aided by a lower cost
of borrowing. Opex continues to be elevated, with C/I ratio at 40.8% in 1Q as
the company continues to make investments in collections.

®  Watchful of asset quality trends: Gross Stage 3/Net Stage 3 ratio stood at
3.85%/1.91% vs. 3.69%/ 1.84% in Q4FY25. Commentary highlighted a seasonal
weakness in the quarter and expects asset quality ratios to remain range-
bound. We continue to be watchful of collection efficiency trends (95% in Q1).
Company raised capital of ~Rs 30 bn via a rights issue, resulting in a boost in
CAR/ Tier 1 ratio (20.6%/ 17.9% respectively).
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Exhibit 1: Q1FY26 Result Overview (Rs mn)

Mahindra & Mahindra Financial Services

YoY gr. o QoQ gr. YoY gr.
Y/e March Q1FY26 Q1FY25 (%) Q1FY26E % Var Q4FY25 (%) FY26E FY25 (%)
NII 20,122 17,836 12.8 NA NA 19,276 4.4 87,162 74,331 17.3
Spread (%) (calc) 6.9 7.1 -2.8 NA NA 6.8 14 6.6 6.5
Other Income 2,732 1,480 84.6 NA NA 2,279 19.9 775 712 8.8
Net Revenue 22,853 19,316 18.3 NA NA 21,555 6.0 98,438 81,764 20.4
Opex 9,323 7,970 17.0 NA NA 9,427 (1.1) 40,728 34,112 19.4
PPOP 13,530 11,345 19.3 NA NA 12,128 11.6 57,710 47,652 21.1
Provisions 6,597 4,482 47.2 NA NA 4,571 44.3 21,176 16,179 30.9
PBT 6,933 6,864 1.0 NA NA 7,557 (8.2) 36,534 31,473 16.1
Tax 1,638 1,734 =55 NA NA 1,925 (14.9) 9,039 8,022 12.7
PAT 5,295 5,130 32 NA NA 5,631 (6.0) 27,496 23,451 17.2
Business Metrics
AUM (Rs bn) 12,20,080 10,63,390 14.7 NA NA 11,96,730 2.0 13,7674 11,96,730 15.0
Borrowings (Rs bn) 11,08,700 9,53,400 16.3 NA NA 11,28,735 (1.8) 12,65,182 11,28,735 12.1
Asset Quality Metrics
GNPA (%) 3.85 3.56 8.1 NA NA 3.69 4.3 3.83 3.69 38
NNPA (%) 1.91 1.46 30.8 NA NA 1.84 38 1.90 1.84 30
PCR (%) 514 59.8 -14.0 NA NA 51.2 0.6 50.5 51.2 (1.3)
Source: Company, PL
Exhibit 2: Our SoTP ascribes a value of Rs 285
Networth Multiple Value (Rs bn) Value/sr(maRS % of total Methodology
Core business 2,61,403 1.3 332 269 94.5 1.3x of FY27E ABV
Key Ventures
Mahindra Rural Housing Finance 14,576 1.0 15 12 41 1.0xBV
Mahindra Insurance Brokers 1 9 1.5xBased on last stake
sale value
Total Value of subsidiaries 26 21 7.4
Less: 25% holding discount 6 5 1.8
Value of Key Subsidiaries 19 16 515)
Target Value 351 285 100.0
Source: PL
Exhibit 3: One-year forward P/ABV of MMFS trades at 1.5x
P/ABV Mean +1SD -1SD +2SD = -2SD
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Q1FY26 Concall Highlights

Growth

Disbursements were broadly flat YoY at Rs 128 bn (vs Rs 127.41 bn) led by
strong traction in tractors (+21%), offset by a decline in CV/CE (-12%) and
SME (-19%).

Company faced softness in entry level PV while being selective in CV because
of high competition from banks; aim to grow in LCV/ ICV where pricing is
decent.

Degrowth in SME is mainly temporary as company has made changes in the
organization structure by creating four divisions

Company expects mortgage business turnaround to be underway with a new
CEO; momentum is expected to pick up and value could be unlocked over the
next two years.

Company expects ~15% medium-term disbursement growth. Expect growth
to be stronger in H2 supported by a favourable monsoon, kharif season and
upcoming festive demand.

Tier-1 capital augmented to 17.9% with Rs 30 bn raised via rights issue; debt-
to-equity stands at 4.75x with no near-term capital raise envisaged.

Operating profitability

Of the Rs 5.30 bn PAT, Rs 460 mn came from MIBL dividend (expected to be
recurring in coming years) contributing 14 bps to margins.

Company migrated to a new cloud-based LMS expecting to drive operational
efficiency and optimize opex over the medium term.

Company is targeting to achieve an ROA of 2-2.2% driven by margin stability
and improved operating efficiency.

Asset quality

Headline asset quality slightly declined in the quarter with GS3/NS3 at 3.85%/
1.91% vs. 3.69%/ 1.84%. Seeing stress mainly due to monsoon; company
expects to keep GS2 & 3 under 10% in coming quarters.

Guidance of 1.5%- 1.7% of credit cost provided for FY26.

July 23,2025



EsTo

INSTITUTIONAL

PL Capital : : : : :
p EQUITIES Mahindra & Mahindra Financial Services
Exhibit 4: Disbursement growth remains soft (flat YoY) Exhibit 5: AUM grew 15% YoY to Rs 1,220 bn
mmmm Disbursements (Rs bn) ~ —#—YoY gr. (RHS) | mmmm AUM (Rsbn)  —#—YoY gr.(RHS)
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Exhibit 6: AUM mix- CV/ CE and PV dominate the mix
mPassenger Vehicles m CV and Construction equipments

m Pre-owned vehicles Tractors

mSME, 3Wheelers & Others
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Q4FY24

Source: Company, PL

Exhibit 7: Yield improved +10 bps QoQ; CoF remained stable Exhibit 8: ...resulting in a sequential improvement in NIM
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Exhibit 9: Headline asset quality continues to be a monitorable
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Exhibit 10: Borrowing mix over the quarters
m Bank Term loans mBonds/NCDs ~ mRetail NCDs Securitization
u Fixed deposits  mOffshore CPs & ICDsICDs
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Source: Company, PL
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Income Statement (Rs. m) Quarterly Financials (Rs. m)

Y/e Mar FY24 FY25 FY26E FY27EMY/e Mar Q2FY25 Q3FY25 Q4FY25 QIFY26
Int. Inc. / Opt. Inc. 1,31,088 153,314 176,302 2,01,396 Int. Inc. / Operating Inc. 37,448 39,572 40,172 41,646
Interest Expenses 64,269 78,983 89,140 99,384 Income from securitization - - - -
Net interest income 66,818 74,331 87,162 1,02,012 Interest Expenses 19,343 20,459 20,896 21,524

Growth(%) 9.4 1.2 17.3 17.0 Net Interest Income 18,106 19,113 19,276 20,122
Non-interest income 2,954 6,721 10,501 11,367 Growth (%) 14.1 125 6.4 12.8
Growth(%) 20.0 127.5 56.2 82 Non-Interest Income 1,802 1,872 2,279 2,732
Net operating income 71,355 81,764 98,438 114,268 Net Operating Income 19,908 20,985 21,555 22,853
Expenditures Growth (%) 18.9 15.6 94 18.3
Employees 17,126 19,031 21,886 25,168 Operating expenditure 7947 8,768 9,427 9,323
Other Expenses 10,159 12,347 15,835 18,727 PPP 11,961 12,217 12,128 13,530
Depreciation 2,287 2,734 3,007 3,308 Growth (%) - - - -
Operating Expenses 29,572 34,112 40,728 47,204 Provision 7,035 91 4,571 6,597
PPP 41,783 47,652 57,710 67,064 Exchange Gain / (Loss) - - - -
Growth(%) 1.4 14.0 21.1 16.2 Profit before tax 4,927 12,126 7,557 6,933
Provisions 18,228 16,179 21176 21,516 Tax 1,232 3,131 1,925 1,638
Profit Before Tax 23,555 31,473 36,534 45,548 Prov. for deferred tax liability - - - -
Tax 5,959 8,022 9,039 11,387 Effective Tax Rate 25.0 25.8 255 236
Effective Tax rate(%) 253 255 24.7 25.0 PAT 3,695 8,995 5,631 5,295
PAT 17,596 23,451 27,496 34,161 Growth 57 63 9) 3

Growth(%) (13.7) 333 17.2 24.2
AUM 11,24,540 11,51,260 11,996,730 12,20,08

Balance Sheet (Rs. m) Y

/e Mar FY24 FY25 FY26E FY27E YoY growth (%) 20.0 18.6 16.6 14.7
Source of funds .

Borrowing 10,4583 11,28,735
10,321 1 7
Equity 2,469 2470 2780 2,780 032,168 0 08,700
Reserves and Surplus 179,106 195653 2,552,881 2,87,042 YoY growth (%) 216 21.0 22.4 16.3
Networth 181,575 198,122 255661 2,89,822 .
Key Ratios
Growth (%) 6.3 9.1 29.0 134
Y/e Mar FY24 FY25 FY26E FY27E
Loan funds 922,252 11,28,735 12,65,182 14,44,642
CMP (Rs) 266 266 266 266
Growth (%) 23.1 22.4 121 14.2
o EPS (Rs) 14.3 19.0 209 246
Deferred Tax Liability - - - -
T Book value (Rs) 1471 160.4 183.9 2085
Other Current Liabilities - - - - .
o Adj. BV(Rs) 139.8 1482 170.8 1939
Other Liabilities 47,765 28,625 48,700 48,299
P/E(x) 18.7 14.0 127 10.8
Total Liabilities 11,561,592 13,55,482 15,69,542 17,82,762
o P/BV(x) 18 17 14 13
Application of funds
X P/ABV(x) 1.9 1.8 1.6 14
Net fixed assets 8,111 8,769 10,084 11,597
DPS (Rs) 6.3 6.5 72 89
Advances 991952 11,62,140 13,50,060 15,41,559
Dividend Payout Ratio(%) - - - -
Growth (%) 24.8 17.2 16.2 14.2
Dividend Yield(%) 24 24 2.7 33
Investments 96,508 1,04,005 126518 144,464
Current Assets 26,891 55,359 57,606 59,946  Asset Quality
Net current assets 26,891 55,359 57,606 59,946 PSS FY24 FY25 FY26E FY27E
Other Assets 28,130 25,209 25273 25196 Gross NPAs(Rs m) 34910 4441 52730 57,905
Total Assets 11,561,592 13,55,482 15,69,542 17,82,762 Net NPA(Rs m) 12,860 21,559 26,101 28,952
Growth (%) 19.7 17.7 15.8 136 Gross NPAs to Gross Adv.(%) 34 37 38 37
Business Mix Net NPAs to net Adv.(%) 13 19 19 19
AUM 10,25970 196,730 13,76,174 15,69,978 NPA coverage(%) 63.2 512 50.5 50.0
Growth (%) 24.0 16.6 15.0 14.1
Du-P % of AUM
On Balance Sheet 1025970 1196730 1376174 1560978 ouPontasa%ofAu
% of AUM 10000 10000 10000  100.00 (ol Ao el ielsd i
Off Balance Sheet - - - - NIt 63 59 6.0 6.1
% of AUM _ B . . NII INCI. Securitization 6.3 59 6.0 6.1
Total income 6.8 6.5 6.7 6.8
A oo

Profitability & Capital (%) Operating Expenses 2.8 2.7 28 2.8

Y/e Mar FY24 FY25 FY26E FY27E PPOP 40 38 39 40
NIM 6.5 6.1 6.1 6.2 Total Provisions 17 1.3 14 1.3
ROAA 17 19 19 20 RoaA 17 19 19 20
ROAE 10.0 124 121 125 Avg. Assets/Avg. net worth 6.0 6.6 6.4 6.1

Source: Company Data, PL Research ROAE 10.0 12.4 121 125

Source: Company Data, PL Research
July 23,2025 6



INSTITUTIONAL

PL Capital | nsmiroT Mahindra & Mahindra Financial Services

PRABHUDAS LILLADHER

Price Chart Recommendation History
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Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Bajaj Finance Hold 900 925
2 Cholamandalam Investment and Finance Company Hold 1,575 1,514
3 Shriram Finance Hold 685 671
4 Sundaram Finance Hold 5,000 5,167

PL’s Recommendation Nomenclature (Absolute Performance)

Buy : >15%

Accumulate : 5% to15%

Hold : +5% to -5%

Reduce : -5% to -15%

Sell i < -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly

July 23,2025 7
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Ms. Shreya Khandelwal- MBA Finance, CFA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbeai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might 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 twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Ms. Shreya Khandelwal- MBA Finance, CFA Research Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) 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 subject company
oract as anadvisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information
and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (9122) 6632 2222 Fax: (91 22) 6632 2209
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