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              Asia Asset Finance Limited - IPO  

Asia Asset Finance Limited (AAFL) was incorporated in 1970 as Finance and 

Land Sales. The company was fully acquired by Asia Capital PLC, a diversified 

listed financial institution; in 2004. The company was rebranded as Asia Asset 

Finance Limited upon the acquisition. The acquisition of AAFL was to expand the 

business operations of the group and as an entry into the finance industry. Asia 

Capital PLC’s business operations are in Investment Banking, Securities, Leisure, 

Finance and Diversified Business.  

 

Objectives of the Issue 

The main objective of the Initial Public offering is to comply with the mandatory 

listing requirement of The Central Bank of Sri Lanka. Which require that all 

registered finance companies to list on the Colombo Stock Exchange. The company 

is to utilize 90% of the funds raised to fund its core operations.  The core operations 

of the company are as follows, 

 •  Leasing  

• Hire Purchase 

 •  Corporate Loans 

 •  Three Wheeler Financing  

•  Group Personal Loans 

 •  Personal Loans  

 •  Pawning  

 

The largest portion of the funding will be alocated to the leasing segment of the 

business, which is 20% of the total funds raised. Further three wheeler and Pawing 

segments will be alocated 15% each; the remaining businesses will be granted 10% 

each of the total raised funds.  

The remaining 10% of the funds will be utilized for branch expansions and product 

developments while additing value to the company and will facilitate the company 

to approach a larger audience through the branch expansions. 

 

 

 

 

 

Share Allotment 

 

 

In the event of the oversubscription, the 

company will issue further 50Mn shares at the 

same price to raise LKR 170,160,129 
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Company Profile 

Asia Asset Finance Limited is a 99.9% owned subsidiary of Asia Capital PLC.  The 

company was incorporated to the group in 2004. The main business operation of the 

company is to provide the public deposits back into the financial system via 

different financial products. The key revenue earner for the company is through 

interest income generated from the lending portfolio which include the products 

such as Margin Trading, Corporate Loans, Educational Loans, Life style Loans, 

Cheque discounting, factoring, Micro finance, Pawning and Agro finance. 

 

The company plans to open 22 branches at the end of FY 2013, providing the 

company the opportunity to enter new markets such as the North and East which 

will in turn strengthen the presence of the company within the island. The company 

policy on branch opening is to open branches after running a pilot branch which 

allows the company to judge the business prospects of the selected location prior to 

being fully exposed to the specific location. This highlights the low risk approach of 

AAFL. The company expects all new branches to breakeven within the first 3 

months of operation, and expects the branches to grow its profits by 20% annually.  

 

The company is to introduce new and innovative products to the market and is to 

approach niche markets within the island’ such as business loans for women, loans 

for expatriates etc.   

 

 

The company plans to initiate the AAFL Business club by the end of 2011 and is to 

start Expat Loans, Flexi rate loans, etc. Further, the company intends to start the 

second face of the micro financing by mid-2012. The currently laid out plan shows 

the eagerness of the management to expand the company presence within the island.  

 

Shareholding Structure post IPO 

Allocation Share Holding % No of Shares Capital

Asia Capital PLC 70% 441,155,889 670,510,264.05LKR       

Public 27% 170,160,129 425,400,322.50LKR       

ESOP 3% 18,906,681 47,266,702.50LKR         

100% 630,222,699 1,143,177,289.50LKR   

Post IPO Share Holding Structure 

 

 

  

 

 

Product Portfolio 
 Leasing  

 Hire Purchase 

 Corporate Loans 

 Three Wheelers Portfolio  

 Group Personal Loans 

 Personal Loans  

 Pawning 

Future Strategies 

Broadening the Branch 

Network 

The Company plans to increase 

its branch network to 22 by the 

end of FY 2013; and branches are 

expected to breakeven within 3 

months of operation. 

Introduction of innovative 

products to the market 

The company plans to introduce 

products such as Expat Loans and 

the launch of the AAFL Business 

club will all bring in value to the 

company. Further the company is 

to introduce many niche financial 

products to their product portfolio.    
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RFC Industry 

Registered finance companies (RFC) in Sri Lanka are presently undergoing a 

rapid transformation phase fuelled by the competition between industry 

incumbents and stringent regulatory barriers by the Central Bank of Sri Lanka. 

Presently, the industry possesses LKR 233.6 billion worth of assets accounting for 

3.4% of the financial sector assets. The industry had been a duopoly earlier 

recording 50% of the industry assets shared amongst the largest two firms ,The 

Finance PLC & the Central Finance PLC,  dropped down to 37%  in 2009.Further, 

largest 9 RFCs account for approximately 73% of the total assets, while 18 

medium size RFCs record only 24% of total assets. 

 

Finance Companies business had to face difficulties in 2009 due to high 

interest rates and the increased credit and liquidity risks caused due to the 

collapse of certain unregulated finance companies, leading to a loss of 

investor confidence, which spread across the entire sector. The sector is 

steadily recovering as a result of the good governance and well adapted 

business practices undertaken by the RFCs together with the stringent 

regulations and supervision undertaken by the CBSL. 

 

The following factors led to enhance the RFC businesses in the recent past; 

 With the increase in the middle income category in Sri Lanka during the recent past 

has resulted in the increase in demand for motor vehicles, real estate and other 

domestic assets. The specialist functions of RFCs are to provide financing for this 

market. 

 The CBSL granted permission to accept customer deposits from the public and to 

maintain savings accounts; this enabled RFCs to offer attractive yields and attract 

prime customers who could have otherwise been attracted by commercial banks. 

This will further lead to RFC’s offering investors alternative investment products.     

 The RFC’s have been able to provide their customers with innovative products and 

high quality customer service, enhanced with speedier processing time and 

flexible terms. 
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Financial Highlights - Asia Asset Finance Limited  

 

 

 

 

 

 

 

 

 

 

 

 

 

Share Pricing – CIFL & Other RFC Peers 
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Peer Analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Valuation 

 

 

 

 

*. Recurring earnings were calculated after deducting share trading profit, profit from sale of PPE and written back on market values. 

 

One Year Forward PER levels  

 

 

 

 

 

 

 

 

 

 

 

 

Current Market PER stands at 

15.58x.  

 

Banking & Finance Industry 

PER stands at 12.8x 
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Thakshila Hulangamuwa      Pasindu Perera 
Vice President – Business Development     Manager - Research  

thakshi@ashaphillip.net       pasindu@ashaphillip.net 

Tel: 011 2429109       Tel: 011 2429109   

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
This document has been prepared and issued by Asha Phillip Securities Ltd, on the basis of publicly available information, 

internally developed data and other sources, believed to be reliable. Whilst all responsible care has been taken to ensure that the 

facts stated are accurate and the opinions given are fair and reasonable. Neither Asha Phillip Securities Ltd, nor any Director, 

Officer or employee, shall in any way be responsible for the contents. Asha Phillip Securities Ltd may act as a Broker in the 

investments which are the subject of this document or related investments and may have acted upon or used the information 

contained in this document, or the research or analysis on which it is based, before its publication. Asha Phillip Securities Ltd., Its 

Directors, Officers or Employees may also have a position or be otherwise interested in the investments referred to in this 

document. This is not an offer to sell or buy the investments referred to in this document 
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