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Suryoday Small Finance Bank 

Suryoday SFB serves unbanked & underbanked clients through products such as Micro (58%), Home 

(8%), CV (8%), Small Business (8%), NBFCs (11%) and Others (7%). Its advances of Rs. 7600 Cr are spread 

across Maharashtra (29%), TN (26%), Gujarat (12%), Odisha (12%), Karnataka (7%), MP (6%), Others (8%).  

Like all other MFIs and SFBs, Suryoday also bore the brunt of high defaults owing to Covid. However, 

the bank’s peak GNPA was at 12%, much higher compared to a range of 6-8% for SFBs like Jana, Utkarsh 

and Ujjivan. Thus it took a longer period to provide for the bad book compared to peers, which led to 

depressed return ratios as well as sluggisg stock price performance during FY23. 

However, credit costs are now expected to normalise to 2.2% from 4.4% in FY23 on the back of – 

   (i) Revamped business architecture with a separate collection team v/s outsourced model earlier. 

  (ii) Overhauling of the credit underwriting process which has been made more stringent.  

 (iii) Trend of rising mix of secured products from 32% in FY22 to 42% today infuses confidence. 

 (iv) Rising mix of Vikas Loans (Individual) within Micro loans as compared to JLG model. (VL offers 

higher ticket size, higher yield, better asset quality). VL now forms 45% of total Micro Loans. 

  (v) Suryoday has made it a practice to cover 80% of Micro loan portfolio under CGFMU (Credit 

Guarantee Fund for Micro Units) which lends sustainability to its business model.  
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With AQ issues settled and a 
lower base, we expect 

Suryoday to grow faster than 
larger peers 

 
 

C/I is higher as 80% of the 
Micro loan  portfolio is covered 
under CGFMU (which acts as 
an insurance expense). Excl. 
CGFMU, C/I would be at 58% 

 
 
 
 

High Tier-1 has also resulted in 
lower leverage; thus ROA is a 

better metric v/s ROE 
 

Valuation gap of 35% is 
unwarranted given the 

business restructuring w.r.t. AQ 
and faster growth 

Q3FY24 Metrics Ujjivan Utkarsh Jana Avg. Suryoday 
Loan Book (Rs cr) 25,620      14,986      23,610      21,405   7,179             
Growth YoY 31% 22% 28% 27% 35%
Loan Mix
Unsecured (Mainly MFI) 72% 65% 40% 59% 58%
Secured 28% 35% 60% 41% 42%

Cost/Income 56% 55% 57% 56% 62%
GNPA 2.2% 3.0% 2.2% 2.5% 3.1%
NNPA 0.2% 0.2% 0.7% 0.4% 1.4%
Credit Cost 0.9% 2.8% 2.7% 2.1% 2.1%
CASA 25.5% 20.0% 18.8% 21.4% 18.5%
Yields 19.3% 19.1% 19.5% 19.3% 20.2%
Cost of Funds 7.5% 7.9% 7.6% 7.7% 7.5%
Spread 11.8% 11.2% 11.9% 11.6% 12.7%
NIM 8.8% 9.7% 7.9% 8.8% 9.8%
Tier 1 22.0% 21.5% 14.9% 19.5% 25.7%

FY26E  Metrics
ROA 2.7% 2.0% 2.0% 2.2% 2.1%
ROE 22.0% 18.0% 23.7% 21.2% 16.3%
P/BV (x) 1.3 1.6 1.2 1.4          0.9                  

P/E (x) 6.6 9.3 5.6 7.2          6.0
Source: NBRR
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A key aspect which is underappreciated by the market is that Suryoday is one of the few banks that 

has availed the CGFMU scheme which safeguards it in case of any black swan event. Most of the 

MFIs/SFBs have ignored this scheme sighting it as an unnecessary expense in the short term, while 

ignoring the longer term stability it adds to the business model. 

Post the comprehensive restructuring exercise done by Suryoday with respect to its asset quality 

over FY20-23, we expect the bank to shift its focus on growth. We expect advances to grow at 31% 

CAGR over FY24-26E  driven by faster growth in secured book at 35% CAGR led by affordable housing, 

CV and Small Business; while Micro loans shall grow at 29% CAGR. 

We expect the gap in ROA between Suryoday and peers to close down from 160 bps in FY23 to just 

15 bps by FY26E. Accordingly, we believe the current valuation gap of 35% is unwarranted and expect it 

to narrow down to 25%. Upon valuing Suryoday at 1.2x FY26E BVPS, at a 25% discount to our target 

multiple for peers of 1.6x FY26E, we arrive at a fair value of Rs. 280.  

Year NII Growth PAT Growth EPS PE BVPS P/BV ROA ROE 

FY23 747 28% 78 -184% 7.3 28.1 149 1.4 0.9% 5.0% 

FY24E 975 31% 217 179% 20.4 10.1 170 1.2 1.9% 12.8% 

FY25E 1,262 29% 292 35% 27.6 7.5 197 1.0 2.1% 15.0% 

FY26E 1,575 25% 372 27% 35.0 5.9 232 0.9 2.1% 16.3% 

Figures in Rs Cr  
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FUNDAMENTAL TEAM 

Name Sectors E-mail Numbers 
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DISCLOSURE 

 

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for 
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having 
Registration no. INH000001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE 
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity 
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives 
Segment . 

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, 
have different or contrary views on stocks and markets.  

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in 
securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except 
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest 
at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives 
may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately 
preceding the date of publication of this research report.  

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of 
the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or 
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not 
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making 
activity of the subject company.  

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this 
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. 
It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the 
inclusion of specific recommendations or views in this research.  The analyst(s) principally responsible for the preparation of 
this research report and has taken reasonable  care  to  achieve  and  maintain  independence  and  objectivity  in  making  any 
recommendations.  
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DISCLAIMER 

 

The Research Report is for the personal information of the authorized recipient and does not construe to be any investment, 
legal or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report shall be construed as 
a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In 
preparing the research report, we did not take into account the investment objectives, financial situation and particular 
needs of the reader.  

 

The research report has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or 
in part, or distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use 
or disclose the information in the research report in any way. Though disseminated to all the customers simultaneously, not 
all customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of 
their receiving the research report. The research report is not directed or intended for distribution to or use by any person or 
entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be 
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements 
within such jurisdictions.  

 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation 
or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to 
correct or update the information or opinions in it. NBSPL or any of its affiliates or employees 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 
the research report. NBSPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty 
of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of 
merchantability, fitness for a particular purpose, and non-infringement. The recipients of the research report should rely on 
their own investigations.  

 

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or 
refrain from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to 
providing independent and transparent recommendations to its clients, and would be happy to provide information in 
response to specific client queries.  
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DISCLAIMER 

Before making an investment decision on the basis of research report, the reader needs to consider, with or without the 
assistance of an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and 
financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an 
individual security may even become valueless. International investors are reminded of the additional risks inherent in 
international investments, such as currency fluctuations and international stock market or economic conditions, which may 
adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither the 
company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or 
other loss arising from any use of the research report and/or further communication in relation to the research report. Here it 
may be noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in 
connection with the use of the information contained in the research report. 
 
Copyright of this document vests exclusively with NBSPL 
  
Our reports are also available on our website www.nirmalbang.com 
  
Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance 
of returns to investors. 
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