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PTC India Financial Services (PTCIND)z 42

One-time gains led by stake sale in IEX...

The management of PTC India Financial Services has informed the
exchange regarding successful divestment of its entire stake in Indian
Energy Exchange (IEX) for a consideration of ¥ 132.54 crore. Prior to the
deal, investment in IEX was at ¥ 1.52 crore, leading to a profit of ~% 131
crore. However, the management is expected to utilise a proportion of
gains as higher provisions. Consequently, we have revised our FY17E
PAT estimates by 28% factoring in one-time gains at ¥ 404 crore. Keeping
FY18E estimates unchanged, our ABV has increased at I 37.9 per share
compared to T 37.4 earlier. Therefore, we revise our target price at ¥ 42
per share (% 40 earlier), valuing the stock at 1.1x FY18E ABV. We continue
to maintain our HOLD recommendation on the stock.

Credit traction to continue ahead; renewable energy key driver

PFS’ advances have grown exponentially at a CAGR of 45% in FY12-16 to
% 8301 crore at the end of FY16. PFS, initially, had the largest exposure to
thermal power projects at ~60% till FY12, primarily sourced as a
reference from parent company PTC India. The company is now able to
garner business on its own with focus on small and medium renewable
power projects, which constitute ~48% of the overall loan book. Owing
to increasing competition from banking peers, we expect loan growth to
moderate compared to previous fiscals at ~28.5% CAGR to ¥ 13701 crore
in FY17-18E. Renewable energy loans are expected to comprise ~58% of
the loan book increasing to ¥ 8013 crore by FY18E.

Expect margins to stabilise at ~5.0-5.3%; benefit from MCLR to pour in

PFS enjoyed NIM of 6.0% in FY15 due to higher yields of 13-14% on low
ticket, mid-sized project lending. Leveraging on its power sector lineage,
PFS is able to structure loans and provide other technical assistance to
small developers, which enables it to command a higher yield. On the
liability side, PFS, in the past, had the benefit of raising funds through low
cost tax free bonds and ECBs. However, increasing competition among
financial institutions is expected to exert some pressure on margins. We
expect margins to inch up and stabilise at ~5.0-5.3% in FY17-18E, owing
to a shift of bank borrowings to MCLR, which is expected to lower the
cost of funds by ~20 bps.

Asset quality to remain broadly stable

PFS had zero NNPA and marginal GNPA till Q3FY15. However, NPA
unexpectedly surged post Q4FY 15 owing to pains in certain accounts. In
Q1FY17, asset quality deteriorated, led by higher slippage from already
restructured accounts, resulting in a surge in GNPA ratio at 5.83% (3.4%
QoQ). Going ahead, as the loan book size expands and book matures, we
expect NPA accretion to moderate in FY17-18E. Consequently, we revise
our GNPA estimate downwards and expect GNPA ratio at 4.5% at % 470
crore in FY17E and % 591 crore (GNPA ratio - 4.3%) by FY18E.
Accordingly, NNPA ratio is expected to inch lower at 2.5% in FY18E.
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Financial summary

Profit and loss statement < Crore
(Year-end March) FY15 FY16 FY17E FY18E
Interest Earned 741.6 921.3 1,163.8 1,494.6
Interest Expended 400.3 507.0 654.2 866.5
Net Interest Income 341.3 414.3 509.6 628.1
% growth 61.3 214 23.0 233
Non Interest Income 60.3 265.6 221.0 103.2
Net Income 401.6 679.9 730.6 731.3
Employee cost 10.7 10.2 12.7 14.2
Other operating Exp. 31.0 43.3 45.7 56.5
Operating Income 359.9 626.4 672.2 660.6
Provisions 114.8 95.0 67.2 67.1
PBT 245.1 531.4 605.0 593.5
Taxes 84.4 140.3 200.8 195.9
Net Profit 160.7 391.1 404.1 397.6
% growth -22.6 143.4 33 -1.6
EPS (%) 29 1.0 6.1 6.0
Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY15 FY16 FY17E FY18E
Sources of Funds

Capital 562.1 562.1 662.1 662.1
Reserves and Surplus 874.9 1170.0 1905.3 2186.0
Networth 1437.0 1732.1 2567.4 2848.1
Borrowings 5093.7 6845.4 8520.4 11368.0
Other Liabilities & Provisions 203.7 274.4 471.4 546.5
Total 6,734 8,852 11,559 14,763
Applications of Funds

Fixed Assets 22.0 20.7 19.7 18.9
Investments 286.1 2444 255.1 269.6
Advances 6287.9 8300.3 10536.2 13700.8
Other Assets 138.3 286.5 748.3 773.4
Total 6,734 8,852 11,559 14,763

Source: Company, ICICldirect.com Research
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Key ratios

(Year-end March) FY15 FY16 FY17E FY18E
Valuation

No. of Equity Shares 56.2 56.2 66.2 66.2
EPS () 2.9 7.0 6.1 6.0
BV (%) 25.6 30.8 38.8 43.0
BV-ADJ (%) 244 21.3 34.7 37.9
P/E 14.0 5.7 6.5 6.6
P/BV 1.6 1.3 1.0 0.9
P/adj.BV 1.6 1.4 1.1 1.0
Yields & Margins (%)

Yield on interest earning assets 13.0 12.4 12.2 12.2
Avg. cost on funds 8.9 8.5 8.6 8.7
Net Interest Margins 6.0 5.6 5.3 5.1
Spreads 4.0 3.9 3.7 35
Quality and Efficiency

Cost / Total net income 10.4 7.9 8.0 9.7
GNPA% 1.3 35 45 43
NNPA% 1.0 2.4 2.6 25
RONW (%) 1.5 24.1 18.8 14.7
ROA (%) 2.6 5.0 4.0 3.0

Source: Company, ICICldirect.com Research

Growth ratios (% growth)

(Year-end March) FY15 FY16 FY17E FY18E
Total assets 24.4 31.4 30.6 21.7
Advances 28.2 32.0 26.9 30.0
Borrowings 29.8 34.7 24.6 33.6
Total Income 46.8 48.0 16.7 15.4
Net interest income 61.3 21.4 23.0 23.3
Operating expenses 24.1 28.5 9.2 20.9
Operating profit (excl trading) 63.2 74.0 59.9 22.4
Net profit -22.6 143.4 3.3 -1.6
Book value 6.5 20.5 48.2 10.9
EPS (22.6) 143.4 (12.3) (1.6)

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe (NBFC)

CMP M Cap EPS ) P/E (x) P/ABV (x) RoA (%) RoE (%)

Sector / Company @  TPR) Ratng (Cr) FY16 FYI7E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E FY16 FY17E FY18E
LIC Housing Finance (LICHF) 619 590 Hold 31,283 329 392 456 188 158 136 35 29 24 14 14 14 196 195 1838
Reliance Capital (RELCAP) 614 540 Hold 15157 569 454 495 108 136 125 1.1 11 10 24 16 15 98 70 72
HDFC (HDFC) 1500 1570 Buy 236617 450 466 539 334 322 2718 70 64 57 26 24 24 218 205 215
PTC India Financial Services

(PTCIND) 42 42 Hod 2373 70 61 60 60 68 69 15 12 11 50 40 30 247 188 147
CARE (CARE) 1614 1650 Buy 4681 484 400 527 334 403 306 130 11.6 104 432 409 427 389 288 338
Bajaj Finserv (BAFINS) 4100 3620 Buy 65283 1172 1462 197.0 350 280 208 51 43 36 19 20 23 157 167 188
Bajaj Finance (BAJAF) 1170 1,300 Buy 62488 245 336 439 478 348 267 83 70 55 32 34 33 209 221 233

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them

as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;
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ANALYST CERTIFICATION

We /I, Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this 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. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which
are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

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 contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in

respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its 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.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months.

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 are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Kajal Gandhi, CA, Vasant Lohiya, CA and Vishal Narnolia, MBA, Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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