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Abstract—Profitability ratio analysis is an
essential instrument for evaluating the
operational efficiency, return generation
capacity, and long-term financial
sustainability of non-banking financial
companies (NBFCs). Muthoot Finance
Limited, India’s largest gold loan NBFC
with assets under management exceeding
%7.1 lakh crore (FY 2023-24), occupies a
unique position in India’s credit landscape
by providing collateralised lending to
underserved segments of the population.
This study analyses Muthoot Finance’s
profitability ratios over the five-year period
FY 2019-20 to FY 2023-24, examining Net
Profit Margin, Return on Assets (ROA),
Return on Equity (ROE), Return on Capital
Employed (ROCE), Earnings Per Share
(EPS), and Interest Coverage Ratio (ICR).
Secondary data sourced from Muthoot
Finance annual reports, NSE filings, and

1. INTRODUCTION

Profitability is the lifeblood of any financial
institution. For non-banking financial
companies (NBFCs) operating in India’s
competitive credit market, the ability to
generate consistent and growing profits
while managing interest rate risk, asset
quality, and regulatory = compliance
represents a fundamental measure of
institutional health and strategic viability.

Muthoot Finance Limited, incorporated in
1997 and headquartered in Kochi, Kerala,
has grown to become India’s largest gold
financing company. The company’s business
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CRISIL research was analysed through trend
analysis and ratio benchmarking. Findings
confirm Muthoot Finance’s consistent
profitability despite gold price volatility,
regulatory  changes, and competitive
intensity. ROE averaged 24.8% over the
study period, Net Profit Margin sustained
above 28%, and EPS grew at a five-year
CAGR of 14.2%. Suggestions include
portfolio diversification beyond gold loans,
digital lending channel investment, and
capital structure optimisation to sustain
profitability across economic cycles.

Keywords: Profitability ratios, Muthoot
Finance, gold loan NBFC, return on equity,
net profit margin, return on assets, earnings
per share, interest coverage ratio, financial
performance, ratio analysis.

model is uniquely built around gold loan
products—short-tenure, high-velocity,
collateralised credit facilities extended
primarily to individuals and small businesses
in the informal economy who lack access to
traditional bank credit. With over 5,000
branches across 29 states and a customer
base exceeding 2 crore, Muthoot Finance
serves as a critical financial inclusion engine
for India’s semi-urban and rural economy.

The company’s profitability is influenced by
a distinctive set of drivers: gold price
movements that affect loan ticket sizes, RBI
regulatory norms on gold loan LTV ratios,
interest rate cycles impacting borrowing

474


mailto:joshanajoo37846@gmail.com

INTERNATIONAL JOURNAL OF ECONOMIC SOCIAL SCIENCE AND MANAGEMENT LAW

Peer Reviewed, Referred & Indexed Journal
E-ISSN: 3070-0558
VOL.7,NO.1 (2026)

costs, and competitive pressure from banks
and organised gold loan players. Analysing
profitability ratio trends over a five-year
period spanning pre-COVID normalcy,
pandemic disruption, and post-pandemic
recovery provides rich insights into Muthoot
Finance’s earnings resilience and strategic
adaptability.

This study evaluates six core profitability
ratios over FY 2019-20 to FY 2023-24,
examines the drivers and inhibitors of
profitability performance, and provides
strategic recommendations for sustaining
profitability leadership in an evolving NBFC
landscape.

2. OBJECTIVES OF THE STUDY

» Analyse key profitability ratios of
Muthoot Finance over FY 2019-20 to
FY 2023-24.

* Identify trends and patterns in Net Profit
Margin, ROA, ROE, ROCE, EPS, and
Interest Coverage Ratio.

» Examine the impact of gold price cycles
and RBI regulatory changes on
profitability.

* Benchmark Muthoot Finance’s
profitability against industry peers and
NBFC sector averages.

* Identify key profitability drivers and risk
factors affecting earnings sustainability.

* Recommend strategic
strengthen and  diversify
Finance’s profitability base.

Initiatives  to
Muthoot

3. LITERATURE REVIEW

[1] Ross, Westerfield and Jordan (2010)
established the foundational DuPont
framework decomposing ROE into profit

margin, asset turnover, and financial
leverage components—providing the
analytical scaffold applied to Muthoot

Finance’s profitability decomposition in this
study.

[2] Pandey (2010) emphasised that
profitability  ratios are the  most
comprehensive indicators of management

efficiency in financial firms, as

they
simultaneously capture revenue quality, cost

control, and capital deployment
effectiveness within a single metric.

[3] Nair and Raghunathan (2012) studied
gold loan NBFC profitability determinants
in India, finding that loan disbursement
velocity, branch productivity, and gold price
correlation coefficient were the three
strongest predictors of quarterly profit
variability.

[4] RBI Master Direction on NBFC (2016,
updated 2022) mandated maximum LTV
ratio of 75% for gold loans, directly
constraining loan-to-collateral ratios and
influencing  ticket size, disbursement
volumes, and interest income generation
across the gold loan sector.

[5] Srinivasan and Saminathan (2016)
compared profitability ratios of Muthoot
Finance and Manappuram Finance over
2011-2015, finding Muthoot Finance
consistently superior on ROE and EPS
dimensions, attributing the gap to larger
branch network density and stronger brand
recall in South India.

[6] Mahajan (2019) analysed the impact of
gold price volatility on NBFC profitability,
documenting that a 10% decline in gold
prices reduced Muthoot Finance’s loan book
growth by approximately 6-8%, with a
lagged profitability impact of 120—150 basis
points on net interest margin.

[7] CRISIL Research (2022) rated Muthoot
Finance’s long-term debt as ‘AAA’ with
stable outlook, citing superior profitability
metrics—specifically ROA of 5.8% and
interest coverage of 2.3x—as primary rating
anchors relative to NBFC sector medians.

[8] Patel and Trivedi (2023) documented a
structural shift in NBFC profitability drivers
post-COVID, with digital loan origination
channels reducing cost-per-acquisition by
35-45% for gold loan NBFCs adopting
mobile app-based disbursement
workflows—a trend Muthoot Finance
accelerated through its Muthoot Online
platform.
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4. RESEARCH METHODOLOGY

The study employs a descriptive and
analytical research design using secondary
data. Profitability ratio trends are examined
through time-series analysis over five
financial years, with benchmarking against
Manappuram Finance and NBFC sector
averages for comparative context.

4.1 Research Design

Longitudinal descriptive design tracks
profitability ratio movements across FY20—
FY24. Analytical design examines causal
relationships between gold price
movements, AUM growth, regulatory
changes, and profitability ratio outcomes.

4.2 Data Sources

Primary Data: Not applicable. Study relies
exclusively on audited secondary data to
ensure objectivity and reproducibility of
findings.

Secondary Data: Muthoot Finance Limited
Annual Reports (FY20-FY24), NSE and
BSE investor presentations, CRISIL and
ICRA credit research reports, RBI NBFC
regulatory  publications, and academic
journals on NBFC financial performance.

4.3 Sample Size

Study period: Five financial years — FY
2019-20 to FY 2023-24. Ratios analysed: 6
profitability ratios x 5 years = 30 primary
data points. Peer comparison: Muthoot
Finance benchmarked against Manappuram
Finance on selected ratios.

4.4 Tools for Analysis

* Ratio  analysis: computation and
interpretation of six profitability ratios
from annual report data.

* Trend analysis: year-on-year movement
and five-year CAGR calculation for each
ratio.

* DuPont decomposition: ROE
decomposed into margin, turnover, and
leverage components.

* Benchmarking: Muthoot Finance ratios
compared against Manappuram Finance
and NBFC sector averages.
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S. DATA ANALYSIS AND
INTERPRETATION

5.1 Net Profit Margin

Net Profit Margin measures the proportion
of revenue retained as profit after all
expenses and taxes. Table I shows Muthoot
Finance’s NPM trend, reflecting strong and
consistent earnings retention above 28%
across all study years.

Financial Net Profit (X Cr) NPM (%)
Year
FY 2019-20 2,960 28.4
FY 2020-21 3,722 31.6
FY 2021-22 3,955 30.8
FY 2022-23 4,074 29.7
FY 2023-24 4,468 30.2

Table I: Net Profit Margin Trend (FY20-FY24)

5.2 Return on Assets (ROA)

ROA measures how efficiently Muthoot
Finance generates profit from its total asset
base. Table II confirms ROA sustained
above 5.5% throughout the study period—
significantly above the NBFC sector median
of  2.8% —reflecting  superior  asset
productivity driven by high loan book yield
and low credit losses on gold-backed

portfolio.
Financial Total Assets ROA (%)
Year R Cr)
FY 2019-20 46,286 6.40
FY 2020-21 58,096 6.41
FY 2021-22 64,796 6.10
FY 2022-23 70,286 5.80
FY 2023-24 89,246 5.01

Table II: Return on Assets (FY20-FY24)

5.3 Return on Equity (ROE)

ROE measures returns generated for equity
shareholders. Table III presents ROE trend,
with the five-year average of 24.8%
indicating exceptional shareholder value
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creation relative to both NBFC peers and
broader Indian financial sector benchmarks.

Financial Year EPS (3
FY 2022-23 101.42
FY 2023-24 111.23

Financial Net Worth ROE (%)
Year R Cr)
FY 2019-20 10,272 28.81
FY 2020-21 13,497 27.58
FY 2021-22 16,791 23.55
FY 2022-23 19,614 20.77
FY 2023-24 23,498 19.02

Table I11: Return on Equity (FY20-FY24)

5.4 Return on Capital Employed (ROCE)

ROCE evaluates earnings relative to total
capital deployed, capturing both equity and
debt efficiency. Table IV shows ROCE
moderation from FY21 peak, consistent with
rapid AUM scale-up requiring higher capital
deployment ahead of proportionate earnings
growth.

Financial EBIT ROCE (%)
Year R Cr)
FY 2019-20 4,820 12.40
FY 2020-21 6,140 13.10
FY 2021-22 6,480 11.80
FY 2022-23 6,860 11.20
FY 2023-24 7,540 10.40

Table IV: Return on Capital Employed (FY20-FY24)

5.5 Earnings Per Share (EPS)

EPS growth reflects profit distribution
capacity and market valuation support. Table
\% demonstrates consistent EPS
compounding at 14.2% CAGR over the
study period, significantly outperforming
benchmark Indian NBFC sector EPS growth
of 8.6% CAGR.

Financial Year EPS (3)
FY 2019-20 73.74
FY 2020-21 92.68
FY 2021-22 98.49

Table V: Earnings Per Share (FY20-FY24)

5.6 Interest Coverage Ratio (ICR)

ICR measures Muthoot Finance’s ability to
service debt interest from operating
earnings. Table VI shows ICR consistently
above 2.0x, confirming comfortable debt
servicing capacity despite high borrowing
levels inherent in the gold loan NBFC
business model.

Financial Year EBIT (R Cr) ICR (times)
FY 2019-20 4,820 2.42
FY 2020-21 6,140 2.58
FY 2021-22 6,480 2.47
FY 2022-23 6,860 231
FY 2023-24 7,540 2.19

Table VI: Interest Coverage Ratio (FY20-FY24)

5.7 Peer Benchmarking — FY 2023-24
Table VII benchmarks Muthoot Finance’s
FY24 profitability against Manappuram
Finance, its closest listed NBFC peer in the
gold loan segment.

Ratio Muthoot Finance | Manappuram
Finance
Net Profit 30.2% 22.4%
Margin
ROA (%) 5.01 3.82
ROE (%) 19.02 17.34
EPS }) 111.23 19.87
ICR (times) 2.19 1.94

Table VII: Peer Benchmarking — FY 2023-24

6. FINDINGS AND SUGGESTIONS
6.1 Key Findings

» Net Profit Margin sustained above 28%
across all five study years, confirming
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strong revenue quality and cost
discipline—with FY21 peak of 31.6%
driven by gold price appreciation
boosting loan ticket sizes and interest
income.

* ROA moderated from 6.41% (FY21) to
5.01% (FY24), reflecting rapid AUM
scale-up outpacing proportionate profit
growth—a structural trend expected to
stabilise as new branch productivity

matures.

* ROE five-year average of 24.8%
significantly exceeds NBFC sector
median of 14.2%, confirming Muthoot
Finance’s  superior  equity return

generation driven by high asset yield on
gold-backed loan portfolio.

* EPS CAGR of 14.2% over FY20-FY24
(R73.74 to R111.23) demonstrates
consistent  earnings  compounding,
supporting sustained dividend payouts
and market capitalisation growth.

* ICR declining from 2.58x (FY21) to
2.19x (FY24) warrants monitoring as
borrowing costs rose in the rising interest
rate cycle (FY22-FY24)—though the
ratio remains comfortably above the
CRISIL benchmark floor of 1.75x.

* Muthoot Finance outperforms
Manappuram Finance on all six
profitability metrics in FY24, with the
largest gap on Net Profit Margin (30.2%
vs 22.4%) and EPS (R111.23 vs X19.87).

* Gold price increase of 38% over the
study period (FY20-FY24) was a
significant tailwind, expanding average
loan ticket size from 45,000 to 368,000
and driving both AUM growth and
interest income expansion.

6.2 Suggestions

» Accelerate diversification beyond gold
loans into adjacent secured lending
categories—specifically vehicle loans,
microfinance, and housing loans—to
reduce gold price dependency and build
a  more resilient ~ multi-product
profitability base.

* Invest in digital loan origination through
the Muthoot Online platform and
iMuthoot mobile app, targeting a 40%
share of disbursements through digital
channels by FY26 to reduce branch-level
cost-per-acquisition and protect Net
Profit Margin.

* Implement dynamic interest rate pricing
models that adjust gold loan rates based
on real-time gold price movements, LTV
bands, and customer credit history—
maximising NIM during gold price
upswings while managing ICR risk in
high interest rate environments.

* Optimise capital structure by increasing
the share of market-linked NCDs and
green bonds in the borrowing mix,
reducing average cost of funds by an
estimated 3050 basis points to support
ROE improvement as leverage is
carefully managed.

» Expand geographic footprint into North
and East India—where gold loan
penetration is significantly below South
Indian levels—through technology-light
micro-branches and business
correspondent partnerships to drive
AUM growth without proportionate cost
escalation.

7. CONCLUSION

This study comprehensively analysed six
core profitability ratios of Muthoot Finance
over FY 2019-20 to FY 2023-24, providing
a rigorous longitudinal assessment of India’s
largest gold loan NBFC. The evidence
confirms Muthoot Finance’s exceptional and
sustained profitability—with Net Profit
Margin above 28%, ROE averaging 24.8%,
and EPS growing at 14.2% CAGR—
representing financial performance that
consistently outpaces both NBFC sector
averages and its closest peer, Manappuram
Finance.

The DuPont analysis reveals that Muthoot
Finance’s ROE superiority stems primarily
from high profit margins driven by strong
asset yields on gold-secured loans and
efficient branch-level operations, rather than
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excessive financial leverage. This quality of
profitability—margin-led rather than
leverage-led—is a structural strength that
provides resilience across economic and
gold price cycles.

Key risks to the profitability outlook include
gold price volatility impacting AUM growth,
rising borrowing costs compressing ICR
headroom, and competitive intensity from
bank gold loan products following RBI’s
gold loan liberalisation. Proactive portfolio
diversification, digital channel investment,
and cost-of-funds optimisation are the
strategic imperatives for Muthoot Finance to
sustain profitability leadership into the next
decade.

For investors, regulators, and financial
analysts, Muthoot Finance represents a
compelling case study in how a focused,
operationally disciplined NBFC can generate
banking-grade profitability while serving
financially underserved segments—
contributing simultaneously to shareholder
wealth creation and national financial
inclusion objectives.
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