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Shriram Finance (SHRTRA) 
 
 

BUY CMP: ₹ 554    Target: ₹ 700 (26%)  Target Period: 12 months  

Shriram Finance (SHRTRA) 
CMP: ₹ 630    Target: ₹ 725 (15%)  Target Period: 12 months  

  
Other income dent earnings; steady outlook reiterated…. 

About the stock: Shriram Finance (SHF) is large financier with a strong rural presence 
engaged in credit solution for commercial vehicles, two-wheeler, car loans, home 
loans, gold loans and small business. 

• As of 30 June 2025, SHF has a huge presence with 3,225 branches across 
India and employee count of 79,186, customer base of ~97.1 lakhs. 

Q1FY26 performance: Shriram Finance reported mixed performance in Q1FY26, 
disbursement growth and asset quality remained broadly steady, though pressure 
was visible on margins and other income. Disbursements grew by 13% YoY to 
₹41,816 crore, while AUM increased by 16.6% YoY to ₹2,72,249 crore. NII rose 12.5% 
YoY ₹6,026 crore, while PPOP fell by 3.3% QoQ to ₹4,192 crore. CI increased to 
29.29% from 27.45% in Q1FY25 reflecting higher operational expenses. Margins 
declined to 8.11% (-68 bps YoY & -14 bps QoQ), largely due to surplus liquidity. PAT 
stood at ₹2,155 crore, grew by 8.84% YoY. Asset quality was stable with GNPA 
declined 2 bps QoQ to 4.53% and NNPA 2.57% (-7 bps QoQ) supported by 102 bps 
improvement in PCR to 44.31%. 

Investment Rationale 

• Growth to sustain aligning with economic trajectory: Management 
reiterated its FY26 AUM growth guidance of ~15% for FY26, driven by 
performance across key segments, including a projected 20% growth in PV 
and MSMEs, primarily driven by demand in Tier 2-3 towns. Moderation in 
momentum of MSME loans is attributed to seasonality with revival 
anticipated from Q2 onwards. CV segment continues to witness higher 
traction linked to higher ticket size of new CV. The company continues to 
anticipate healthy rural credit demand, steady urban consumption and 
narrowing infrastructure linked recovery to sustain credit offtake ahead. 

• Margins compression persists, recovery likely as cost dynamics improve: 
Continued excess liquidity kept margins under pressure (declining ~14 bps 
sequentially). NIMs guided to improve to 8.5% in FY26E aided by 
deployment of excess liquidity and lower cost of funds. Cost of funds is 
expected to decline over the next 6-12 months driven by lower incremental 
borrowings, 40bps cut in deposit rate and repricing of fixed-rate liabilities. 

• Uptick in Stage 2 temporary; credit cost guidance maintained: Credit cost 
moderated to 1.64% (2.07% QoQ) while write-off stood at ₹448 crore. 
While Stage 3 remained steady, Stage 2 witnessed an uptick (+40 bps 
QoQ), however, the same is indicated as temporary led by cash flow 
mismatch at borrower’s end; not anticipated to slip further. Thus, 
management reiterated credit cost guidance of ~2% for FY26E.   

Rating and Target Price  

• Core operational performance continued to remain resilient. Anticipation of 
steady growth at ~15% with focus on SME segment, margin tailwinds from 
easing cost of funds and steady asset quality is seen to aid RoA at ~2.7-
2.8%. We maintain our multiple at ~1.9x FY27E BV and thus target price at 
₹725. Maintain Buy rating on the stock.  

 

Source: Company, ICICI Direct Research 
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Price Chart 

 

Key risks   

(i) Moderation in credit off-take could 
impact valuation 

(ii) Pressure on yields could dent 
margins trajectory  
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₹ crore FY23 FY24 FY25
2 year CAGR
(FY23-FY25)

FY26E FY27E
3 year CAGR 

(FY24-27E)
NII 16,698.2 18,793.5 21,853.1 14% 24,593.1 28,790.3 15%

PPP 12,344.0 14,202.0 16,260.8 15% 18,242.5 21,601.2 15%

PAT 5,979.2 7,190.5 9,657.8 27% 9,027.4 10,692.2 5%

ABV (₹) 1,005.0 227.5 263.7 289.3 332.5

P/E 3.9 16.1 12.0 12.8 10.8

P/ABV 0.6 2.7 2.3 2.1 1.8

RoA 3.0 3.1 3.3 2.7 2.8

RoE 13.8 14.8 17.2 14.5 15.0
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Result Update | Shriram Finance (SHRTRA) 

Concall highlights and outlook 
 

Business growth   

• MSME loans experienced slowdown with sequential growth moderating to 3.5-4% vs 
10% in Q1FY26, attributed to seasonal factors as first quarter is typically slow before 
festival season pickup.    

• Commercial vehicle financing remains robust with 12% YoY growth, driven by strong 
used vehicle demand and healthy trucking operator economics despite industry wide 
CV sales decline of 0.6%.   

• Passenger vehicle segment recorded strong 23% growth, despite industry de-growth 
of 1.4%, benefiting from increasing demand for used car in entry level segment in semi-
urban/rural areas.   

• Gold loan disbursements at ₹3,291 crore, with expectations of formal sector growth 
due to liberal RBI guidelines for small ticket loans.   

• Construction equipment disbursements declined significantly to ₹526 crore from ₹2,180 
crore, due to early monsoon onset disrupting construction activities, with recovery 
expected in August-September.   

Disbursement 

• Overall disbursement at ₹ 41816 crore. CV - ₹ 16917 crore (₹16777 crore in Q4FY25), 
PV - ₹ 8162 crore (₹ 8256 crore in Q4FY25), MSME – 6357 crore (₹ 7660 crore in 
Q4FY25), Gold - ₹ 3291 crore (₹ 3105 crore in Q4FY25), 2-wheeler - ₹ 3081 crore (₹ 
2919 crore in Q4FY25), PL - ₹ 2205 crore (₹ 2890 crore in Q4FY25), FE - ₹ 1273 crore 
(₹ 1061 crore in Q4FY25), CE - ₹ 526 crore (₹ 218 crore in Q4FY25) 

Marigns 

• NIM declined to 8.11% in Q1FY26 from 8.25% in Q4FY25, impacted by excess liquidity 
carrying negative cost with 5 months coverage vs target of 3 months. Margins expected 
to inch up to ~8.5% by Q4FY26.  

• Fair value gains from mutual fund investments (included in NII) at ₹134.66 crore in 
Q1FY26 vs ₹111.27 crore in previous quarter.  NIM guided at 8.5% aided by declining 
cost of funds. Cost of funds expected to decline due to lower incremental borrowing 
cost at 8.36% vs book cost of 8.86%, deposit rates reduced by 40 bps from August and 
overall borrowing cost expected to decline over 6-12 months despite 85% fixed rate 
borrowings taking time to reprice compared to 15% floating rate that adjusts 
immediately.   

Asset quality 

• Gross Stage 3 improved to 4.3% from 5.39% in Q1FY25 and 4.55% in Q4FY25, with net 
Stage 3 at 2.57%.   

• Stage 2 assets increased by 40 bps due to early monsoon related temporary cash flow 
mismatches, but management expects customers to roll back to Stage 1.   

• Credit cost improved to 1.64% from 1.87% in Q1FY25, with strong recovery mechanisms 
due to 65% asset backed portfolio (CV+PV). Write-offs of ₹448 crore and provisions of 
₹830 crore for the quarter, totalling ₹1,268 crore in credit cost was reported.   

• Credit cost in Q1FY26 was 1.64%, showing improvement from 1.87% in Q1 FY'25 with 
guidance to remain under 2% for the full year on total asset 

Guidance   

• AUM Growth: Management expressed confidence in maintaining their growth trajectory 
despite some sectoral variations, in MSME sector despite Q1 slowdown, management 
remains confident of meeting their overall 15-16% growth guidance with expected 
pickup in Q2 and Q3 quarters.   

• The company plans to reduce excess liquidity from current 5 months coverage to target 
3 months coverage over the next 3-4 months, involving a rundown of ~₹10,000 crore 
of excess cash. Management will focus on moderating new borrowings, repaying higher 
cost debt where possible, and accessing only lower cost funding sources, with a steady 
state liquidity target of ₹18,000-19,000 crore to minimize negative carry impact on 
NIM.   
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Result Update | Shriram Finance (SHRTRA) 

Exhibit 1: Variance Analysis 
  Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%) Comments 

NII 5,772.5 5,233.9 10.3 5,565.5 3.7 AUM expansion offset by decline in margins 

Other Income 368.5 246.9 49.3 670.6 -45.0 Other income traction remained muted 

Staff cost 976.5 868.4 12.5 905.7 7.8   
Other Operating 
Expenses 972.1 758.3 28.2 995.3 -2.3   

PPP 4,192.4 3,854.1 8.8 4,335.2 -3.3 Lower other income and steady growth in opex 
impacted PPP 

Provision 1,285.7 1,187.6 8.3 1,563.3 -17.8 Credit cost eased ~50 bps QoQ at ~1.9% 

PBT 2,906.7 2,666.6 9.0 2,771.9 4.9   

Tax Outgo 751.0 686.0 9.5 632.6 18.7   

PAT 2,155.7 1,980.6 8.8 2,139.3 0.8 Lower other income and steady growth in opex 
impacted earnings momentum 

              

Key Metrics             

GNPA 12,199.5 12,407.8 -1.7 11,838.8 3.0 GNPA remained steady at 4.53%; write-off at ₹ 448 
crore 

NNPA 6,793.3 6,061.8 12.1 6,714.5 1.2 NNPA declined ~7 bps QoQ to 2.57% 

AUM 272,249.0 233,443.6 16.6 263,190.3 3.4 Largely driven by PV, SME and CV segment 
Source: Company, ICICI Direct Research 
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Financial Summary 

Profit and loss statement                                    ₹ crore 

Source: Company, ICICI Direct Research 

Exhibit 2: Key ratios          

 
Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance sheet                                                         

 
Source: Company, ICICI Direct Research 

Exhibit 4: Growth ratios          

 
Source: Company, ICICI Direct Research 

 

 

 

 

 

(Year-end March) FY24 FY25 FY26E FY27E

Total assets 17% 24% 14% 14%

Advances 21% 18% 16% 14%

Net interest income 13% 16% 13% 17%

Operating expenses 25% 20% 14% 12%

Net profit 20% 34% -7% 18%

Net worth 12% 16% 10% 15%
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RATING RATIONALE 
ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to 
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy, 
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 
defined as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 
 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

  
ICICI Direct Research Desk, 
ICICI Securities Limited, 
Third Floor, Brillanto House, 
Road No 13, MIDC, 
Andheri (East) 
Mumbai – 400 093 

 

 research@icicidirect.com  
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have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or 
employee of the companies mentioned in the report. 

Terms & conditions and other disclosures:  

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and 
distribution of financial products. 
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securities or derivatives of any companies that the analysts cover. 
Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading 
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may 
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail 
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of 
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The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information 
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compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended 
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be 
acting in an advisory capacity to this company, or in certain other circumstances.  
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its 
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer 
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, 
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in 
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, 
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes 
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of 
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand 
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements 
are not predictions and may be subject to change without notice.  
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associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with 
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time 
of publication of this report.  
Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  
ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in 
the report as of the last day of the month preceding the publication of the research report.  
Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or 
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned 
in this report.  
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  
 
ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report 

 

   


	Other income dent earnings; steady outlook reiterated….
	Financial Summary

	RATING RATIONALE
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:

