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Forward looking statements

In this Annual Report, we have disclosed forward looking information to enable investors to comprehend our prospects and take in-
formed investment decisions. This report and other statements – written and oral – that we periodically make, contain forward looking 
statements that set out anticipated results based on the management’s plans and assumptions. We have tried wherever possible to 
identify such statements by using words such as ‘anticipate’, ‘estimate’, ‘expects’, ‘projects’, ‘intends’, ‘plans’, ‘believes’, and words of 
similar substance in connection with any discussion of future performance.

We cannot guarantee that these forward looking statements will be realised, although we believe we have been prudent in assump-
tions. The achievement of results is subject to risks, uncertainties and even inaccurate assumptions. Should known or unknown risks 
or uncertainties materialise or should underlying assumptions prove inaccurate, actual results could vary materially from those antici-
pated, estimated or projected. Readers should bear this in mind.

We undertake no obligation to publicly update any forward looking statements, whether as a result of new information, future events 
or otherwise.
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Management Discussion
 & Analysis

Economic Overview

2013 was a year of recovery for the global economy. 2013-

14 witnessed two great stories in the world economy: 

the structural shift from the developed world towards the 

emerging world; and the cyclical climb out of a recession. 

The first continued in first half of the financial year, but at a 

slightly slower pace than before. Growth in China, at 7.5 per 

cent, was it’s the slowest for 23 years. Things also slowed 

in India, to a little below 5 per cent, far slow when compared 

to the past eight years. Africa, encouragingly, grew by more 

than 5 per cent.

As for the second story, in the developed world what 

had started as an uneven and patchy recovery began to 

strengthen. The US, despite having to cope with feuding over 

its budget, seems to have sped up. It has been creating jobs 

and its housing market improved sharply. In Europe there 

was a better story too, though an uneven one. The north, 

led by Germany, had a solid year, reducing unemployment 

and boosting living standards. Across the Mediterranean the 

pattern was more disappointing, with Italy, Spain, Portugal 

and Greece all enduring a year of rising unemployment. 

However, the numbers have started to improve. Europe and 

the euro are not out of trouble, but the acute phase of their 

difficulties may be past. 2014-15 expects to deliver which 

much better and more balanced growth than any year since 

2007.

Indian Economy

Just when the Indian economy couldn’t get any lower in terms 

of performances, 2013-14 is expected to be near 5 per cent; 

its lowest amongst the past decade. The uneven political 

climate led to stagnant economical scenario – thereby leading 

to lower infusion of investments in to infrastructure and core 

industries – also leading to lower capital expenditure and 

less job creation. The inflation remained on the higher side, 

thereby reducing the disposable income and leading to lower 

consumer spends. The banking system in India continued to 

grapple with rising delinquencies and higher scrutiny from 

the regulators. The process for new licenses was set into the 

motion, with the onset of the new Governor. The rates were 

increased a couple of times to counter the rising inflation, 

thereby leading to turning off the tap to bare minimum when 

it came to funding at competitive rates by the banks. The 

core industries and the infrastructure sectors witnessed lower 

traction in terms of activity, thereby leading to lukewarm 

economic activity across key states.

Commercial Vehicles

Segments

Segment-wise Volumes

FY10 FY11 FY12 FY13 FY14

LCVs 287,777 3,61,846 460,831 524,887 432,111

MHCV 244,944 323,059 348,701 268,263 200,627

Total 532,721 684,905 809,532 793,150 632,738

2013-14 was among the most challenging years for the Indian 
commercial vehicles sector. India’s cycle-prone commercial 
vehicle industry is not new to downturns. However, the 

present recession, which began in April 2012 in the medium 

and heavy truck segment, and spread to light commercial 

vehicles earlier this financial year, has clearly unnerved 

the industry.The medium and heavy truck segment - which 

accounts for the bulk of the industry’s load-carrying capacity 

- shrank 26 per cent in 2012-13 and shrank further by 25 per 

cent in 2013-14. 

Pre-owned Commercial Vehicles

Pre-owned commercial vehicles segment has been the 

flagship segment of the company over the past three 

decades. The commercial vehicle financing market size is 

estimated to be Rs. 1900 bn comprising of ~6mn vehicles. 

The Company is targeting the 5-12 year old pre-owned 

vehicle segment accounting for 44% market share in value 

terms and 43% in volume terms with an addressable market 

opportunity of Rs.750 bn. The pre-owned vehicle market 

is largely unorganized and under penetrated with 60-65% 

market share with private financiers presenting enormous 

business opportunity for a sustainable long term growth.

Market potential

12 Years +180bn

0-4 years, 870bn

5-12 years, 850bn

12 Years 18%

0-4 years 39%

5-12 years 43%

Truck profile (7.5 mn)

shriram target segment

Shriram Transport Finance Company Limited6



Life cycle of a CV offers multiple financing 
opportunities

A typical nine tonne CV generally changes ownership four 

times in its life cycle. It starts of on the long haul national 

highways, moves down to interstate by the fifth year, further on 

to less than 300 km intercity routes and finally goes on to local 

uses like garbage trucks after 13-14 years. These changes of 

ownership create multiple financing options for financiers.

Construction equipment INDUSTRY

All this is expected to drive demand for construction equipment 

such as crawlers, excavators, loaders and compaction 

equipment, and boost the heavy equipment rental and leasing 

business, which is currently a highly fragmented industry 

dominated by unorganised small construction equipment 
operators. These customers, whose profile is very similar to 
small road transport operators, have improved demand for 
second-hand construction equipment in recent years.  

It can be noted that the dip in economic growth - experts are 
suspecting if we would even get to the 5 per cent mark for 

Management Discussion
 & Analysis (Contd.)

Source: Avendus Research

HUB A

Long haul 
>800 kms 

HUB B

350-800 km
50-350 km

<50 km

Medium haul 
300-800 kms Short haul 

50-300 kms
Last haul

<50 kms

>8
00

 kms



distribution chain - hub and spoke model

FY14 - coupled with government’s inability to kick start projects 

and judicial interventions like the ban on mining, have resulted 

in difficulties for the CV and CE sectors.

Company Review
About the company

Established in 1979, Shriram Transport Finance Co Ltd. is the 

largest asset financing NBFC with assets under management 

of Rs 53,102.11crore. The company is a leader in organised 

financing of pre-owned trucks with a market share of 20-25% 

in the strategic segment of 5-12 year old trucks. Having a pan-

India presence with a network of 654 branches and partnership 
with ~500 private financiers, the company has revitalized the 
pre-owned commercial vehicle industry and thereby ensured 

inclusive growth to its strong customer base of over 6 lac first 

time users and driver-turned-owners. 

2013-14 in review

2013-14 was a challenging year for the company. The sectors 
that traditionally motivate higher demand for commercial 
vehicles continued to face lower traction in terms of investments 
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Management Discussion
 & Analysis (Contd.)

and activity. While the Indian infrastructure spending remained 
stagnant on account of policy delays and tightening credit 
decisions by the banks and financial institutions; the mining 
sector was badly hit by the imposed ban in key areas such as 
Odisha, Karnataka, etc. Moreover, increased cost of finance 
resulted in adverse impact on the capital investment plans by the 
corporate. To top it all, the revision in diesel prices led to higher 
operating cost for the truck owners in an already recessionary 
economy. These events enabled us at Shriram transport to 
set our priorities right – in other words, to grow responsibly 
by keeping our asset quality intact. During 2013-14, our total 
assets under management (AUM) increased by 5.63% to Rs. 
53,102.11 crore. Our net interest income increased by 6.90% to  
Rs. 3,647.89 crore and our net profits registered a 7.09% 
degrowth to Rs. 1,264.21 crore.  Wewidened our reach by 
adding 109 new branches and amidst all this, our Net NPAs 
registered a growth of 6 bps, reflecting our quality of growth.
Our gross NPAs and net NPAs stood at 3.86% and 0.83% 
respectively, indicating higher provisioning to protect our 
quality of growth in the coming years.

Construction equipment business

We continued to capitalize upon the trend among small road 
transport operators to diversify into construction equipment 
as the second income opportunity. To this end, our subsidiary 
- Shriram Equipment Finance Co. Ltd., continued to offer a 
wide range of pre-owned and newcommercial construction 
equipment including forklifts, cranes, loaders etc. to first 
time users, including our existing customers.During 2013-14, 
Shriram Equipment Finance registered a topline of Rs. 543.95 
crore and a net profit of Rs.86.83 crore. The company had an 
AUM of Rs. 3,418.39 croreas on March 31, 2014.

Auto Malls

Shriram Automall India Limited, the subsidiary of our company, 
operates 32 Automalls, 11 of which were opened during 2013-
14. Automall is the first-of-its-kind mall that offers a common 
meeting platform for the potential buyers and sellers. This 
platform has become a unique mechanism to ensure price 
discovery of the pre-owned vehicles. Automall offers absolute 
transparency in valuation process, backed with assured title, 
quality and performance of the vehicle to the buyers and 
assured payment to the sellers. 

Shriram New Look is a novel initiatives taken by STFC, that 
aims at empowering vehicle owners to transact refurbished 
vehicles by addressing and correcting few maintenance issues. 
This facility is available in the Automalls but is managed by a 
dedicated team. 

SWOT analysis

Strengths

•	 The pioneer in the pre-owned commercial vehicles 
financing sector

•	 Knowledge-driven and relationship-based business 
model

•	 Pan-India presence with 654 branch offices 
•	 A well-defined and scalable organisation structure based 

on product, territory and process knowledge
•	 Strong financial track record driven by fast growth in AUM 

with low Non Performing Assets (NPAs)
•	 Experienced and stable management team
•	 Strong relationships with public, private as well as foreign 

banks, institutions and investors. 
•	 More than 11 lacs customers across India

Weaknesses

•	 The Company’s business and its growth are directly linked 
to the GDP growth of the country

Opportunities

•	 Growth in the CV market 
•	 Strong demand for construction equipment 
•	 Strong demand for passenger CVs 
•	 Strong demand for pre-owned tractors
•	 Loans for working capital requirements of CV users
•	 Partnerships with private financiers will enable the 

Company to enhance its reach without significant 
investments in building infrastructure

Threats

•	 Regulatory changes in the NBFC and ancillary sectors 

Financial performance

During the year 2013-14, the Company’s total income increased 
by 20.18% to Rs.7,888.26 crore, as compared to Rs. 6,563.59 
crore in 2012-13. The Company’s PAT decreased by 7.09% to 
Rs. 1,264.21 crore, from Rs. 1,360.62 crore. The Gross NPAs 
and net NPAs for the year under review stood at 3.86% and 
0.83% respectively. The Company’s net spread for the year 
under review stood at 3.81%. 

Capital Adequacy Ratio (CAR)

The Company maintained a CAR of 23.39% during 2013-14 
against a minimum 15% as required by RBI norms. 

Borrowing profile

The Company’s total external borrowings increased from  
Rs. 31,002.37 crore as of March 31, 2013 to Rs. 35,924.62 
crore as of March 31, 2014.

Assets Under Management (AUM) 

The total Assets Under Management (AUM) as on March 31, 
2014 stood at Rs. 53,102.11 crore against Rs. 49,676.01 crore 
as on March 31, 2013.

Securitisation

During 2013-14 the company securitised its assets worth 
Rs. 10,680 crore(about 20.11% of the total assets under 
management as on March 31, 2014) as against Rs. 8,784 
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