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 SYNOPSIS
 � Shriram Transport Finance Co. Ltd
 (STFC) is a flagship company of
 Shriram Group, a prominent player
 in commercial vehicle financing
 business.
 � During the quarter ended, the robust
 growth of Net Sales is increased by
 4.28% to Rs. 14344.70 million.
 � STFC Ltd wins the ICAI Awards
 under the Category V-Financial
 Services Sector (other than Banking
 & Insurance) of the ‘ICAI Awards for
 Financial Reporting’.
 � STFC is India’s largest asset financing
 Non Banking Finance Company
 having 25% market share in preowned
 & 8% share in new truck financing.
 � Net Sales and PAT of the company
 are expected to grow at a CAGR of
 13% and 19% over 2010 to 2013E
 respectively.
 Years Net sales EBITDA PAT EPS P/E
 FY 11 52597.10 41317.10 12298.80 54.38 10.68
 FY 12E 57522.64 44320.23 12889.50 56.99 10.20
 FY 13E 63850.13 49078.19 14734.51 65.15 8.92
 Stock Data:
 Sector: Financial Services
 Face Value Rs. 10.00
 52 wk. High/Low (Rs.) 831.85/416.00
 Volume (2 wk. Avg.) 18687.00
 BSE Code 511218
 Market Cap (Rs in mn) 131410.58
 Share Holding Pattern
 1 Year Comparative Graph
 SHRIRAM TRANSPORT BSE SENSEX
 C.M.P: Rs. 581.00 Target Price: Rs. 650.00 Date: March 14th 2012 BUY
 Shriram Transport Finance Co. Ltd Result Update: Q3 FY 12
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 Peer Group Comparison
 Name of the company CMP(Rs.) Market Cap. (Rs.mn.) EPS(Rs.) P/E(x) P/Bv(x) Dividend (%)
 Shriram Transport Fin. 581.00 131410.58 54.38 10.68 2.68 65.00
 M & M Financial 708.10 7364.43 52.78 13.42 2.96 100.00
 IFCI Ltd 45.10 3327.65 9.18 4.91 0.88 10.00
 LIC Housing Finance 250.10 11871.32 20.55 12.17 2.85 175.00
 Investment Highlights
 � Q3 FY12 Results Update
 Shriram Transport Finance Company Ltd has reported net profit of Rs 3026.80
 million for the quarter ended on December 31, 2011 as against Rs. 3013.60 million
 in the same quarter last year, an increase of 0.44%. Net sales are increased by
 4.28% to Rs. 14344.70 million from Rs. 13756.60 million as compared to same
 quarter last year. Total income has increased to Rs 14783.00 million for
 the quarter ended December 31, 2011 from Rs. 14123.20 million for the
 quarter ended December 31, 2010 representing a rise of 4.67%. The EPS of the
 company is stood at Rs.13.38 per share for the quarter ended December 31, 2011.
 Quarterly Results - Standalone (Rs in mn)
 As At Dec-11 Dec-10 %change
 Net sales 14344.70 13756.60 4.28%
 PAT 3026.80 3013.60 0.44%
 Basic EPS 13.38 13.32 0.41%
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 • Break up of Expenditure
 • Shriram Transport Finance Company Ltd wins the ICAI Awards
 The Institute of Chartered Accountants of India has adjudged Shriram Transport
 Finance Corporation Ltd. as the winner under the Category V-Financial Services
 Sector (other Banking & Insurance) of the ‘ICAI Awards for Financial Reporting’.
 Company Profile
 Shriram Transport Finance Company (STFC) was established in 1979, headquartered
 in Mumbai, India provides financial assistance to the commercial vehicles sector. The
 company is a part of Shriram Group, a prominent player in commercial vehicle
 financing business, chit funds, consumer finance, life insurance, general insurance,
 stock broking, property development, project engineering and IT, among others.
 STFC is the largest player in commercial vehicle finance. It lends finance for pre-
 owned trucks to new trucks. Shriram Transport Finance Co Ltd. is the largest asset
 financing NBFC with Rs. 36086.00 crores ($8.02billion) worth of assets under
 management. Over the past 30 years, it has developed strong competencies in the
 areas of loan origination, valuation of pre-owned trucks and collection. STFC has a
 pan-India presence with a network of 68 SBUs and 488 branches, and has built a
 strong customer base of over 7.5 lacs. STFC's product portfolio consist of new truck
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 finance, used truck finance, tyre finance, power finance, franchise finance, truck
 rentals, personal loans and fixed deposit. The company is a leader in organized
 financing of pre-owned trucks with strategic presence in 5-12 year old trucks and a
 market share of 20-25 percent.
 Activities
 • Financing of pre-owned and new commercial and passenger vehicles, tractors, 3
 wheelers, multi-utility vehicles, etc.
 • Finance for working capital, engine replacement, bill discounting, credit cards
 and tyre-loans as holistic financing support.
 • Financing of pre-owned and new Construction equipment through Shriram
 Equipment Finance Company Limited, a 100% subsidiary
 • Owns, operates and manages Automall, India’s first pre-owned commercial
 vehicle physical auction platform through Shriram Automall India Limited, a
 100% subsidiary
 • Sale of refurbished commercial vehicles through Shriram New Look
 • Operates Electronic Kiosks having intranet, to facilitate buying and selling of
 pre-owned commercial and passenger vehicles within our branches
 Services
 � Deposits � Lending
 Main products:
 • Commercial Vehicle Finance
 • Multi Utility Vehicle Finance
 • Three wheeler Finance
 • Tractor Finance
 • Construction Equipment Finance
 • Passenger Commercial Vehicle Finance
 Other products:
 • Tyre Loan
 • Engine Replacement Loan
 • Working Capital Loan
 • Co-Branded Credit Card
 • Freight bill discounting
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 Financial Results
 12 Months Ended Profit & Loss Account (Standalone)
 Value(Rs.in.mn) FY10 FY11 FY12E FY13E
 Description 12m 12m 12m 12m
 Net Sales 44397.10 52597.10 57522.64 63850.13
 Other Income 599.30 1699.40 2108.55 2403.74
 Total Income 44996.40 54296.50 59631.19 66253.87
 Expenditure -9133.00 -12979.40 -15310.96 -17175.69
 Operating Profit 35863.40 41317.10 44320.23 49078.19
 Interest -22467.90 -22719.60 -24936.29 -26931.19
 Gross profit 13395.50 18597.50 19383.94 22146.99
 Depreciation -149.60 -108.20 -102.76 -105.84
 Profit Before Tax 13245.90 18489.30 19281.17 22041.15
 Tax -4514.70 -6190.50 -6391.67 -7306.64
 Profit After Tax 8731.20 12298.80 12889.50 14734.51
 Equity capital 2255.40 2261.80 2261.80 2261.80
 Reserves 36092.20 46746.60 59636.10 74370.61
 Face value 10.00 10.00 10.00 10.00
 EPS 38.71 54.38 56.99 65.15
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 Quarterly Ended Profit & Loss Account (Standalone)
 Value(Rs.in.mn) 30-Jun-11 30-Sep-11 31-Dec-11 31-Mar-12E
 Description 3m 3m 3m 3m
 Net sales 13932.20 14470.70 14344.70 14775.04
 Other income 722.10 444.10 438.30 504.05
 Total Income 14654.30 14914.80 14783.00 15279.09
 Expenditure -3511.60 -4243.60 -3862.00 -3693.76
 Operating profit 11142.70 10671.20 10921.00 11585.33
 Interest -5917.30 -6193.00 -6349.50 -6476.49
 Gross profit 5225.40 4478.20 4571.50 5108.84
 Depreciation -25.70 -23.80 -26.90 -26.36
 Profit Before Tax 5199.70 4454.40 4544.60 5082.47
 Tax -1726.70 -1460.30 -1517.80 -1686.87
 Profit After Tax 3473.00 2994.10 3026.80 3395.60
 Equity capital 2262.10 2262.50 2262.50 2262.50
 Face value 10.00 10.00 10.00 10.00
 EPS 15.35 13.23 13.38 15.01
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 Key Ratios
 Particulars FY10 FY11 FY12E FY13E
 No. of Shares(in mn) 225.54 226.18 226.18 226.18
 EBITDA Margin (%) 80.78% 78.55% 77.05% 76.86%
 PBT Margin (%) 29.84% 35.15% 33.52% 34.52%
 PAT Margin (%) 19.67% 23.38% 22.41% 23.08%
 P/E Ratio (x) 15.01 10.68 10.20 8.92
 ROE (%) 22.77% 25.10% 20.82% 19.23%
 ROCE (%) 16.15% 16.72% 16.41% 16.63%
 Debt Equity Ratio 4.81 4.06 3.37 2.86
 EV/EBITDA (x) 3.65 3.18 2.97 2.68
 Book Value (Rs.) 170.03 216.68 273.67 338.81
 P/BV 3.42 2.68 2.12 1.71
 Charts:
 Net Sales & PAT
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 P/E Ratio(x)
 Debt Equity Ratio

Page 9
                        

9
 EV/EBITDA(x)
 P/BV
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 Outlook and Conclusion
 � At the current market price of Rs.581.00, the stock is trading at 10.20 x FY12E
 and 8.92 x FY13E respectively.
 � Earning per share (EPS) of the company for the earnings for FY12E and FY13E
 is seen at Rs.56.99 and Rs.65.15 respectively.
 � Net Sales and PAT of the company are expected to grow at a CAGR of 13% and
 19% over 2010 to 2013E respectively.
 � On the basis of EV/EBITDA, the stock trades at 2.97 x for FY12E and 2.68 x for
 FY13E.
 � Price to Book Value of the stock is expected to be at 2.12 x and 1.71 x
 respectively for FY12E and FY13E.
 � We expect that the company will keep its growth story in the coming quarters
 also. We recommend ‘BUY’ in this particular scrip with a target price of
 Rs.650.00 for Medium to Long term investment.
 Industry Overview
 Financial services industry is the mainstay of any economy as it mirrors the financial
 health of the country. Indian financial markets are highly regulated with different
 authorities keeping an eye on every avenue of financial sub-segments viz. Stock
 markets, mutual funds, insurance and banking. Stock markets are regulated by
 Securities and Exchange Board of India (SEBI) while Insurance Regulatory and
 Development Authority (IRDA) keep an eye on the insurance industry. Similarly,
 Reserve Bank of India (RBI) keeps a check on the Indian banking sector and
 Association of Mutual Funds in India (AMFI) takes care of the mutual fund segment.
 India boasts of a Rs 23, 000 crore (US$ 4.44 billion) - financial services distribution
 and advice market. Recent developments, Government measures, key facts and figures
 pertaining to the same are discussed hereafter.
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 Insurance Sector
 Even when the turbulent times are prevalent in the global financial markets, Indian
 consumers have not lost faith in their financial systems. This fact is majorly driving
 Indian insurance market.
 According to the data released by Life Insurance Council, total premium collected
 (including both new and renewal premiums) during April-September 2011 stood at Rs
 1,22,661 crore (US$ 23.69 billion). In the same period, the renewal premium collection
 increased by 17 per cent to Rs 73,575 crore (US$ 14.21 billion), as against Rs 62,818
 crore (US$ 12.13 billion) in the corresponding period in 2010.
 Till September 30, 2011, promoters of life insurance companies had injected over Rs
 32,720 crore (US$ 6.32 billion) as capital. Also, there was an investment of more than
 Rs 200,000 crore (US$ 38.62 billion) in infrastructure development in the sector.
 The council further predicts an upsurge in new premium collections during October
 2011-March 2012.
 Banking Services
 Ratings agency Moody's believe that strong deposit base of Indian lenders and
 Government's persistent support to public sector and private banks would act as
 positive factors for the 64 trillion (US$ 1.23 trillion) Indian banking industry amidst
 the negative global scenario.
 • According to the RBI's 'Quarterly Statistics on Deposits and Credit of Scheduled
 Commercial Banks', March 2011, Nationalized Banks, as a group, accounted
 for 53.0 per cent of the aggregate deposits, while State Bank of India (SBI) and
 its associates accounted for 21.6 per cent. The share of new private sector
 banks, Old private sector banks, foreign banks and Regional Rural banks in
 aggregate deposits was 13.4 per cent, 4.6 per cent, 4.4 per cent and 3 per cent
 respectively.
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 With respect to gross bank credit also, nationalized banks hold the highest
 share of 52.8 per cent in the total bank credit, with SBI and its associates at
 22.1 per cent and New Private sector banks at 13.2 per cent. Foreign banks,
 Old private sector banks and Regional Rural banks held relatively lower shares
 in the total bank credit with 4.9 per cent, 4.6 per cent and 2.4 per cent
 respectively.
 • Another statement from RBI has revealed that bank advances grew 17.08 per
 cent annually as on December 16, 2011 while bank deposits rose 18.03 per
 cent.
 Mutual Funds Industry in India
 Recent data released by AMFI stated that the cumulative average Asset Under
 Management (AUM) of all fund houses aggregated to about Rs 6,87,640 crore (US$
 132.77 billion) in the last quarter of 2011.
 Data compiled at the end of 2011 indicated that HDFC Mutual Fund maintained its
 top position with an average AUM of Rs 88,737.07 crore (US$ 17.13 billion) while fund
 houses namely Reliance, ICICI Pru, Birla Sunlife and UTI followed. By the end of 2011,
 there were a total of 44 fund houses in the country as against 42 in the first quarter of
 the year.
 Private Equity (PE), Mergers & Acquisitions (M&A) in India
 Global consultancy firm Ernst & Young (E&Y) has stated that the value of M&A deals
 involving Indian companies aggregated to US$ 34.4 billion in 2011 involving 806
 transactions. There were 177 outbound deals with an aggregate disclosed value of US$
 8.8 billion in 2011; forming 25.6 per cent of the total M&A pie.
 Adani Enterprises' acquisition of Abbot Point Coal Terminal in Australia (US$ 2 billion)
 and the GVK Group's purchase of Australia-based Hancock Coal's Queensland coal
 assets (US$ 1.3 billion) were among the biggest outbound deals recorded in 2011.
 According to data released by auditing and consultancy firm KPMG, India Inc
 witnessed a 31 per cent increment in PE investment to US$ 7.89 billion during the
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 first three quarters of 2011. PE firms like Blackstone India and Kohlberg Kravis
 Roberts & Co (KKR & Co) are betting high on Indian markets. The Blackstone India
 chief was reported to have said that he intends to close 5-6 deals a year in India whose
 financial valuations would revolve around roughly US$ 100 million to US$ 120 million
 each.
 Foreign Institutional Investors (FIIs) in India
 Overseas entities are among the important drivers for Indian stock markets. FII flows
 account for about 45 per cent of the market free-float, according to Jyotivardhan
 Jaipuria, Managing Director and Head of Research, DSP Merrill Lynch (India).
 According to the data released by SEBI, FIIs purchased stocks worth Rs 600,000 crore
 (US$ 116 billion) during 2011. FIIs were also seen attracted to the debt market in
 2011 wherein they infused Rs 42, 067 crore (US$ 8.12 billion). This intense interest in
 debt markets helped India get a net FII inflow of Rs 39, 353 crore (US$ 7.6 billion)
 (taking both- debt and stocks- into account) for the year.
 The number of FIIs registered with SEBI stood at 1, 749 as of October 2011, while the
 number of FII sub-accounts was 6, 058 during the month.
 Furthermore, FIIs injected Rs 41,253 crore (US$ 8 billion) in Government securities
 (G-secs) and Rs 68,289 crore (US$ 13.18 billion) in corporate bonds, as on October 31,
 2011.
 Financial Services in India: Recent Developments
 • India Infrastructure Finance Company Ltd (IIFCL) and IDBI Bank have inked a
 five-year memorandum of understanding (MoU) to launch infrastructure debt
 fund (IDF) schemes. The IDF, for which IDBI Bank and IIFCL would play
 strategic investors, is expected to get launched by the end of February 2012.
 • With an intension to strengthen its hold in southern India, the UCO Bank is
 planning to add 11 more branches in Andhra Pradesh to its 66-branch-strong
 network in the state. The bank has made exemplary progress in recent past
 with 2,004 branches in the country and four abroad.
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 • IRDA has recently launched a mobile application that enables comparison
 between various insurance products and premium rates. The application,
 compatible with Android, iPhone, Nokia and Blackberry platforms, has been
 developed to empower consumers/prospects to make informed decisions by
 comparing features of insurance products through mobiles.
 • US-based financial services company Ameriprise Financial Inc has commenced
 its operations in India. It is the only international firm in India that would
 provide pure financial planning and wealth management services to the Indian
 consumers.
 Financial Services: Government Initiatives
 The Government's top priority seems to be the enhancement of investor base for the
 Indian markets. That is why the Ministry of Finance started 2012 with a happy
 announcement by allowing foreign nationals, trusts and pension funds to invest
 directly in the country's listed companies from mid-January 2012.
 The Government of India has also decided to infuse Rs 6,000 crore (US$ 1.16 billion)
 in public sector banks during the remaining 2011-12 to ensure that the entities meet
 regulatory requirements. In 2010-11, the Government had provided Rs 20,157 crore
 (US$ 4 billion) as its capital support to public sector banks.
 In order to prepare public sector banks for neck-to-neck competition ahead and
 improve their performance in future, the finance ministry has set new benchmarks for
 them to achieve. The new benchmarks, that would calculate their functional and
 financial capability to qualify for capital infusion, entail three performance indicators -
 savings and current deposit ratio, employee-branch ratio and profit per employee.
 Road Ahead
 A report by The Boston Consulting Group (BCG) India, in association with an
 industrial body and Indian Banks Associations (IBA) predicts that Indian banking
 sector would become the world's third largest in asset size by 2025. The report also
 analyses that mobile banking would become the second largest channel of banking
 after ATMs. Given the positive eco-system of the industry, regulatory and Government
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 initiatives, mobile banking is anticipated to enhance from 0.1 per cent of transactions
 in a 45 per cent financial inclusion base in 2010 to 34 per cent of the transactions
 with 80 per cent rural inclusion base by 2020, as per the report.
 An industrial body predicts that the non-life insurance sector is poised to become a Rs
 90,000 crore (US$ 17.37 billion) industry (from the current level of Rs 47,000 crore
 (US$ 9.07 billion) by 2015; growing by over 18 per cent. Demand-driven economy,
 increasing consumer base in motoring and healthcare, growth of services and small
 and medium enterprises (SMEs) are certain factors that are attributed behind the
 strong forecast.
 ______________ ____ _________________________ Disclaimer:
 This document prepared by our research analysts does not constitute an offer or solicitation
 for the purchase or sale of any financial instrument or as an official confirmation of any
 transaction. The information contained herein is from publicly available data or other
 sources believed to be reliable but do not represent that it is accurate or complete and it
 should not be relied on as such. Firstcall India Equity Advisors Pvt. Ltd. or any of it’s
 affiliates shall not be in any way responsible for any loss or damage that may arise to any
 person from any inadvertent error in the information contained in this report. This document
 is provide for assistance only and is not intended to be and must not alone be taken as the
 basis for an investment decision.
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 Firstcall India Equity Research: Email – [email protected]
 C.V.S.L.Kameswari Pharma
 U. Janaki Rao Capital Goods
 A. Rajesh Babu FMCG
 H.Lavanya Oil & Gas
 Ashish Kushwaha Diversified
 Firstcall India also provides
 Firstcall India Equity Advisors Pvt.Ltd focuses on, IPO’s, QIP’s, F.P.O’s,Takeover
 Offers, Offer for Sale and Buy Back Offerings.
 Corporate Finance Offerings include Foreign Currency Loan Syndications,
 Placement of Equity / Debt with multilateral organizations, Short Term Funds
 Management Debt & Equity, Working Capital Limits, Equity & Debt
 Syndications and Structured Deals.
 Corporate Advisory Offerings include Mergers & Acquisitions(domestic and
 cross-border), divestitures, spin-offs, valuation of business, corporate
 restructuring-Capital and Debt, Turnkey Corporate Revival – Planning &
 Execution, Project Financing, Venture capital, Private Equity and Financial
 Joint Ventures
 Firstcall India also provides Financial Advisory services with respect to raising
 of capital through FCCBs, GDRs, ADRs and listing of the same on International
 Stock Exchanges namely AIMs, Luxembourg, Singapore Stock Exchanges and
 other international stock exchanges.
 For Further Details Contact:
 3rd Floor,Sankalp,The Bureau,Dr.R.C.Marg,Chembur,Mumbai 400 071
 Tel. : 022-2527 2510/2527 6077/25276089 Telefax : 022-25276089
 E-mail: [email protected]
 www.firstcallindiaequity.com
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