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# Refer Annexure for details 
Rating Rationale 

 
 

SMERA has assigned the long term rating of SMERA AA (read as SMERA double A) to the Rs.100.00 
Cr. Unsecured Subordinated Redeemable Non-Convertible Debenture (NCD) issue of Magma Fincorp 
Limited (MFL) and reaffirmed the ratings outstanding on rated NCDs aggregating to Rs. 200 Cr. The 
outlook is ‘Stable’. 

 
MFL is a non-deposit taking systemically important (NBFC-ND-SI) asset financing company engaged in 
the business of financing new and pre-owned vehicles, tractors, construction equipment, SME loans 
among others. The company was promoted by Mr. Mayank Poddar and Mr. Sanjay Chamria who 
possess experience of over three decades in the financial services sector. 

 
The rating continues to be supported by the experience of MFL’s management, pan-India presence and 
well diversified loan portfolio with presence across various product categories and geographical 
regions. The rating also derives comfort from the steady recovery and improving collection in the asset 
finance segment post demonetization, MFL’s adequate capitalisation level and its strong financial 
flexibility. MFL enjoys strong relationships with a diverse set of banks and financial institutions and  
has also a demonstrated ability to raise funds from the capital market and through securitisation 
transactions. 

 

Key rating drivers 

Strengths 

 Long track-record of operations and diversified loan portfolio: 

The rating is supported by the experienced management, pan-India presence and the diversified loan 
portfolio with presence in both retail and SME financing and across both new and pre-owned assets. 
MFL has operations widely spread with 301 branches as on 30 September, 2017. While the company’s 
AUM is well spread across asset classes, its primary focus is to cater to increased demand in the rural 
segment. MFL reported AUM of Rs.12903 crore as on 30 September, 2017, against Rs.13046 crore as on 
30 June, 2017. However, there has been a pick-up in disbursements in the third quarter of FY 18. With 
the recovery in the economy post demonetisation and GST implementation, SMERA expects a healthy 
growth in AUM over the medium term. 

 Improving profitability indicators despite higher provisioning charges: MFL’s has been focusing on 
changing its loan mix by focusing on high yielding segments such as SME and  agri-lending. 
Consequently, the Net Interest Margin (NIM) improved to 8.19 per cent in FY2017 from 8.43 per cent in 
FY2016. The return on average assets (RoAA) was 0.05 per cent in FY2017 as against 1.48 per cent in 
the previous year. The company reported Profit After Tax (PAT) of Rs.6.09 crore against PAT of 
Rs.187.15 crore. 
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Going forward, SMERA expects the profitability to remain at healthy levels driven by the continued focus 
on high yielding segments, despite the elevated provisioning charges in the current year. 

 Diversified funding profile: MFL has a well-diversified funding profile which includes bank lines, 
capital market instruments and ability to raise funds via securitisation/Direct Assignment transactions. 

 
MFL has been able to raise funds in various forms such as commercial papers and Non-Convertible 
Debentures (including subordinated debt) from the capital markets from time to time. SMERA believes 
that MFL will continue to benefit from its diversified funding profile resulting in lower cost of funds. 

 
 Comfortable capital adequacy ratio: MFL reported comfortable capital adequacy ratio (CAR) of 20.3 

per cent as on 30 September, 2017 as against 20.4 per cent as on 30 June, 2017. MFL raised Rs.1625 
crore of Tier I Capital as on 30 September, 2017. Given the projected growth in AUM over the medium 
term, SMERA expects MFL to raise additional equity capital in the near term. This will ensure that  
MFL’s capital position remains comfortable over the next 2-3 years. 

 
Weaknesses 

 Asset quality improving but continues to be a monitorable: MFL has been facing asset quality 
pressures which is reflected in the Gross NPA ratio (GNPA to Gross Advances) of 7.0 per cent on 30 
September, 2017 Most of the Gross NPAs are in the car and tractor loan accounts due to the challenging 
economic condition in the rural sector. 

 
The rating is constrained by the asset quality pressure faced by MFL which is reflected in the high level 
of delinquencies in the loan portfolio. The provision coverage ratio of the company stood at 23.8 
percent on 30 September, 2017 as against 20.3 percent on 30 June, 2017. Any higher than expected 
stress in the asset quality can result in a downward bias in the rating. 

 
Analytical approach: 

 

SMERA has taken a standalone view of the above entity. 

Outlook – Stable 

SMERA believes that MFL will maintain a Stable outlook on account of its established pan-India 
presence across diverse loan segments and comfortable profitability margins. The outlook may be 
revised to ‘Positive’ in case of healthy growth in AUM while improving its asset quality and maintaining 
profitability indicators. Conversely, the outlook may be revised to ‘Negative’ in case MFL’s asset 
quality/profitability pressures are significantly higher than expected and challenges AUM growth 
continue over the near to medium term. 

 

About the Rated Entity – Key Financials 
 

Particulars Unit FY17 FY16 FY15 

Total Assets Rs. Cr. 11391.95 12311.75 11317.99 

Total Income Rs. Cr. 1084.16 1141.10 984.51 

PAT Rs. Cr. 6.09 187.15 149.07 

Net Worth Rs. Cr. 2037.89 2031.41 1383.55 

Return on Average Assets (RoAA) (%) 0.05 1.48 1.26 

Return on Average Net Worth(RoNW) (%) 0.30 10.96 11.26 

Total Debt/Tangible Net Worth (Gearing) Times 4.17 4.84 7.03 

Gross NPA (%) 9.06 10.74 7.52 

Net NPA (%) 7.46 8.65 6.06 
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Any other information: 

Not Applicable 
 

Applicable Criteria 

• Default Recognition - https://www.smera.in/criteria-default.htm  

• Infrastructure Entities-https://www.smera.in/criteria-infra.htm 

• Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm 
 

Note on complexity levels of the rated instrument 

None 

Status of non-cooperation with previous CRA (if applicable): 
None 
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ABOUT SMERA 
 

SMERA Ratings Limited is a joint initiative of SIDBI, D&B and leading public and private sector banks in 
India. SMERA is registered with SEBI, accredited by RBI as an External Credit Assessment Institution (ECAI), 
under BASEL-II norms for undertaking Bank Loan Ratings. SMERA Bond Ratings is a division of SMERA 
Ratings Limited responsible for ratings of bank facilities, and capital market/money market debt 
instruments such as Bonds, Debentures, Commercial Papers, Fixed Deposits, Certificate of Deposits etc.. For 
more details, pleasevisit www.smera.in. 

 

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a 
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent 
assessment of whether to buy, sell or hold any security. SMERA ratings are based on the data and information 
provided by the issuer and obtained from other reliable sources. Although reasonable care has been taken to 
ensure that the data and information is true, SMERA, in particular, makes no representation or warranty, 
expressed or implied with respect to the adequacy, accuracy or completeness of the information relied upon. 
SMERA is not responsible for any errors or omissions and especially states that it has no financial liability 
whatsoever for any direct, indirect or consequential loss of any kind arising from the use of its ratings. SMERA 
ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the 
circumstances so warrant. Please visit our website (www.smera.in) for the latest information on any instrument 
rated by SMERA. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 


