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Improvement led by unlock; stay watchful ahead...

The consolidated moratorium book has reduced to ¥ 21,705 crore (or 15.7%
of AUM) from ¥ 38,599 crore (or 27% of AUM) as of April 30, 2020 owing to
reduction in bounce rate (declining 3-4% monthly) coupled with better
collection efficiency. Moratorium in auto finance segment stayed high at
50% from 70% in April. It decided to convert some of its existing customers
with no overdue and good repayment track record from term loan to a flexi
loan (old product) for a switch fee. It also has an added feature of only
interest servicing for the first one to two years apart from digital repayment
options. In Q1FY21, the company converted ~% 8,600 crore of term loans
into flexi loans.

BAF contingency provision for Covid-19 of ¥ 1,450 crore led to overall
contingency provision of T 2,350 crore as on June 2020. The contingency
provision for Covid-19 is now at 10.8% of consolidated moratorium book.
This contingency provision together with existing expected credit loss
provision of ¥ 623 crore provides an overall provisioning coverage of 13.7%
on the consolidated moratorium book.

Consolidated AUM witnessed growth of 7% YoY to % 138055 crore. AUM for
Bajaj Housing increased 52% YoY, 4% QoQ to ¥ 32,982 crore as of June 30,
2020. Consumer B2C, rural B2C are depicting YoY growth but fell QoQ.
Consumer B2B, rural B2B segments de-grew 12% YoY each.

Hence, overall NIl growth was at 13% YoY to ¥ 4152 crore, marginally higher
than estimated. Lower opex at ¥ 1152 crore (down 10% YoY, 20% QoQ) led
to operating profit growth of 25% YoY to ¥ 2996 crore. Opex to income ratio
improved to 27.6% from 31.0% in Q4 FY20 due to lockdown. PAT for
Q1FY21 thereby came at ¥ 962 crore, down 20% YoY.

Headline asset quality improved in percentage terms, as slippages were
lower QoQ at X 140 crore due to moratorium. GNPA ratio was at 1.4% from
1.6% QoQ while NNPA ratio declined 24 bps to 0.4% on a consolidated
basis. NPA provision coverage ratio rose to 65% from 60% QoQ. Overall
standard assets provisioning (ECL stage 1 and 2) grew to 2.73% from 1.59%
QoQ led by Covid provisions build-up.

Customer franchise as of Q1FY21 rose to 42.95 million from 42.6 million
QoQ. New loan booked declined 76% YoY to 1.75 million.

Capital adequacy remained strong at 26.4% with Tier | at 22.56%.
Valuation & Outlook

Asset quality stress is leading to higher credit cost and dip in earnings. Given
anticipation of further increase in credit cost and slower business growth
(11% for FY21E), we expect earnings to decline by ~8% YoY for FY21E. Led
by lower moratorium stock has already rallied 70% from lows. At 5.2x FY22E
ABV, RoE moderating to ~15% and RoA under 3%, the stock looks fairly
priced. Lower growth & higher uncertainty warrants being cautious in the
near term. Therefore, we continue to maintain HOLD rating and revise our
target price to ¥ 3050, valuing the stock at ~4.7x FY22E ABV.

Key Financial Summary

Financial Performance FY18 FY19 FY20 FY21E
NIl (Zcrore) 8126 11862 16901 17073
PPP (Zcrore) 4878 7681 11252 11971
P AT (Zcrore) 2393 3996 5264 4696
ABV (3 247 313 533 581
P/E 74 48 38 42
P/ABV 13.4 10.5 6.2 5.7
RoA 2.9 3.6 3.7 2.7
RoE 18.7 22.4 20.2 13.6
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Particulars Amount
Market C apitalisation 3198426 crore
GNPA (Q1FY21) %2354 crore
NNPA (Q1FY21) %1019 crore
NIM (Q1FY21) (calculated) 12.8
52 week H/L 4923/2098
Face Value 32
Networth 319697 Crore
DllHolding (%)

FllHolding (%)

Key Highlights

® (Consolidated

moratorium book
reduced from 27% to 15.7%

®  Covid provisions stands at 31450 crore

with contingent provisions at ¥ 2350
crore.

® Maintain HOLD recommendation with

a revised target price of ¥ 3050
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FY22E CAGR (FY19-22E)
18131 15%
12008 16%
5959 14%
649
33
5.1
2.9

Source: Company, ICICI Direct Research
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ﬂ Result Update | Bajaj Finance ICICI Direct Research
Exhibit 1: Variance Analysis

Q1FY21 Q1FY21E Q1FY20 YoY (%) Q4FY2010Q (%) Comments
Lower AUM growth of 7% YoY onlyled to Nllmoderation. Lower
costoffunds aided NIi. IReversed interestincome to the tune of

NI 4,151 4,026 3,688 125 4,679 113 %220 crore from the interest capitalized during moratorium
period

NIM (% ) (calculated) 11.8 11.3 12.1 -28 bps 12.8-104 bps

Staff cost 538 523 583 -1.8 618 -13.0 Conscious costcutting enable C/Iratio decline

Other Operating 619 877 688 -10.0 833 -25.7

Expenses
Helathy operational performance and control on opex led to

0 - -

Opexto Nli(%) 21.9 34.8 34.5 191 310 10.2 improvementin ratio to 27.3% from 31%

PPP 2,995 2,635 2,402 247 3,232 -7.3

Provision 1,686 1,500 551 206.1 1,954 -13.7 Covid provision of2450 crore

PBT 1,309 1,135 1,851 -29.3 1,278 2.4

Tax Outgo ¥ 3477 284" 656 4717 330 5.2

PAT 962 851 1195 195 948 15 gooq opergtlonal performance but higher provision impacted
earning trajectory

Key Metrics

GNPA 1,938 2,859 2,094 -71.4 2,363 -18.0 Slippages came lower due to moratoorium

el 1 H 0 0

NNP A 681 1,094 824 174 938 274 Prowschoveraggratlo improved to 65A>.from 60%.
Outstanding provision at13.7% of moratorium loans

AUM 138,000 1,38,000 1,28,898 7.1 141376 24 Growth largely led by mortgages and consumer & Rural B2C

segment B2B segments, commercial lending degrew YoY

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY21E FY22E
(XCrore) old New % Change 0ld New % Change
NetInterestincome 16,255 17,073 50 18063 18,131 0.4
Pre Provision Profit 10,551 11,971 135 11286 12,008 6.4
NIM(% ) (calculated) 9.3 1007 74 bps 8.7 9.0% 32 bps
PAT 5,082.0 4,696 -1.6 6200 5,959 -3.9
ABV per share (3 574.1 580.5 1.1 639.7 649.1 15

Source: Company, ICICI Direct Research

Exhibit 3: Assumption

Current Earlier

FY19 FY20 FY21E FY22E FY21E FY22E
Creditgrowth (%) 36.5 25.7 11.0 22.2 11.0 22.2
Borrowings Growth (% 30.2 23.7 9.0 26.0 15.0 22.0
NIM C alculated (%) 11.4 12.0 10.0 9.0 9.3 8.7
Costto income ratio (¢ 35.3 335 29.9 33.8 35.2 37.6
GNPA (Zcrore) 1,804.0 2,275.0 4,4136 6,381.1 4,413.6 6,381.1
NNP A (Zcrore) 721.0 959.4 1,690.0 3,030.0 2,465.6 4,223.9

Source: Company, ICICI Direct Research
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Story in Charts

ICICI Direct Research

Exhibit 4: Covid portfolio bounce performance and moratorium proportion
Covid

AUM as of 30 June AUM under

% of AUM in AUM

Provision as

1 1S o,
B S G 2020 moratorium moratorium bounce mteProwsmn DB
amount morat book
Auto finance business 12802.0 6446.0 50.3% 24.2% 553.0 11.8%
Sales finance business 9231.0 1813.0 19.6% 9.0% 245.0 15.8%
Consumer B2C business 29219.0 4454.0 15.2% 12.5% 785.0 21.6%
Rural B2C business 2089.0 214.0 10.2% 14.5% 37.0 19.6%
Rural B2B business 10281.0 1015.0 9.9% 19.2% 177.0 21.1%
SME Business 18277.0 2245.0 12.3% 10.56% 341.0 18.5%
Securities lending business 3957.0 0.0 0.0% 0.0% 0.0 0.0%
Commercial lending business 6075.0 1168.0 19.2% 0.0% 56.0 5.0%
Mortgages 46124.0 4350.0 9.4% 4.5% 156.0 5.4%
BFL Consolidated 138055.0 21705.0 15.7% 12.0% 2350.0 13.7%
Source: Company, ICICI Direct Research
Exhibit 5: AUM growth to moderate (o/s loan book)
250000 - 42.9 r 50.0
387 36.5 191722 [ 450
200000 - 333 - 40.0
156928 L 35.0
150000 + 135376 r 30.0
o 112513 ’
5 AN L 25.0
5 100000 - s7683 82422 - 20.0%
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u
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| oan Loan Growth (RHS)

Source: Company, ICICI Direct Research

Exhibit 6: Growth moderation in business segments

Absolute Variati %
growth on % Propn
Zcrore Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 YoY YoY
Consumer B2B Businesses 18141 20113 21776 21987 24994 25543 27136 26462 22033 -2961 -12 16
Consumer B2C Businesses 16874 18684 20515 23002 24889 27006 29381 31255 29219 4330 17 21
Rural Business 6448 7439 8524 9243 10344 11169 12665 13328 12370 2026 20 9
SME Business 12012 13370 14126 15759 16334 17908 18703 19429 18277 1943 12 13
Commercial Lending & Securities lc 11989 11760 11852 12027 14963 13415 13016 11233 10032 -4931 -33 1
Mortgages 25823 28851 30716 33871 37374 40492 44191 46166 46124 8750 23 33
Total AUM 91287 100217 107509 115889 128898 135533 145092 147873 138055 9157 7 100
Source: Company, ICICI Direct Research
Exhibit 7: Consumer finance dominates loan mix
120 -
100 A 8
g 13 13 15 16 18 20 22 23
80 4 113 8 8 8 8 8 9
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0_

Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21

W Consumer Finance

Rural

B SME Business

Mortgage in HFC

Commercial

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research



ﬂ Result Update | Bajaj Finance ICICI Direct Research

Exhibit 8: Trend in borrowing- excess liquidity maintained
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Source: Company, ICICI Direct Research

Exhibit 9: Trend in resource mix- NCD surge and deposits gradually picking up
FY19 Q1FY20 Q2FY20 Q3FY20 FY20 Q1FY21 FY21E FY22E

NCDs/sub debt 46 40 39 39 39 40 55 61
Banks 41 33 35 35 35 39 33 33
Deposits+CPs 13 26 26 26 26 21 35 35

Source: Company, ICICI Direct Research

Exhibit 10: Margins to moderate moving forward

24.0 - 20.8
185 18.4 18.2 19.0 18.0 17.8

FY16 FY17 FY18 FY19 FY20E FY21E FY22E

— N|M YoA
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Source: Company, ICICI Direct Research

Exhibit 11: Asset quality showing signs of stress
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Exhibit 12: Cost to income trend
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Source: Company, ICICI Direct Research

Exhibit 13: RoA and RoE trajectory
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Source: Company, ICICI Direct Research

Exhibit 14: Shareholding Pattern

(in %) Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 58.3 58.3 56.2 56.2 56.2
Fll 21.3 20.7 222 21.2 21.2
DIl 8.3 8.6 10.5 109 10.1
Others 121 12.4 1.1 11.8 125
Source: Company, ICICI Direct Research
Exhibit 15: Price Chart
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Source: Company, ICICI Direct Research
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Financial summary

Exhibit 16: Profit and loss statement % crore [ Exhibit 17: Key Ratios

(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E
Interest Earned 18485.1 26373.8 26894.5 30996.4 Valuation
Interest E xpended 6623.6 9473.2 9821.2 12865.7 NO. 01 Shares 57.7 60.0 60.0 60.0
NetInterestincome 11861.5 16900.6 17073.3 18130.7 EPS 69.3 87.7 78.3 99.3
Growth (%) 45.9 42.5 1.0 6.2
Non InterestIncome 16.7 11.8 14.6 17.9 BV (3 326 549 609 700
Operating Income 11878.2 16912.4 17087.8 18148.6 ABV (3 313 533 581 649
Employee cost 1940.9 2549.1 2267.7 2834.7 P 48 38 42 33
Other operating E xg 2256.8 3111.7 2848.7 3305.8 PRV 10.1 6.0 5.4 47
Operating Profit 7680.5 11251.6 11971.4 12008.1 P/ABV 105 6.2 57 51
Provisions 1501.4 3929.5 5667.8 4009.5 Yields & Margins (%) ' ' ' '
PBT 6179.2 73221 6303.6 7998.6 .
Taxes 2184.2 2058.4 1607 .4 2039.6 N.etlnterestMarglns 1.4 12.0 10.0 9.0
NetP rofit 3,9950 52638  4,696.2 59590  Yieldonassets 17.8 18.7 15.8 154
Growth (%) 60.0 318 10.8 26.9 A_vg.costonfunds 7.4 8.3 15 8.3
EPS (3 69.3 87.7 78.3 99.3 Yield on average ac 19.0 20.8 18.0 17.8
Avg. CostofBorrov 1.4 8.3 1.5 8.3

Source: Company, ICIC| Direct Research - e
Quality and Efficiency (% )

Costto income

. 35.3 335 29.9 33.8
ratio
C o.stto assets 37 40 30 30
ratio
GNPA 1.6 1.6 2.1 3.2
NNPA 0.6 0.7 1.1 1.6
ROE 22.4 20.2 13.6 15.2
ROA 3.6 3.7 2.1 2.9

Source: Company, ICICI Direct Research

Exhibit 18: Balance sheet g crore Exhibit 19: Growth ratios (%)

(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E
Sources of Funds Total assets 23.1 30.8 12.0 23.6
Capital 115.4 120.0 120.0 120.0 Advances 36.5 25.7 11.0 22.2
Reserves and Surpl 19581.7 32207.6 36399.9 41854.9 Borrowings 30.2 23.7 9.0 26.0
Networth 19697.0 32327.6 36519.9 41974.9 Netinterestincome 46.0 42.5 1.0 6.2
Borrowings 101587.9  125664.6  136974.4 172587.8  Operating Income 45.7 424 1.0 6.2
Other Liabilities & P 2947.6 6399.2 7789.4 9502.0 Operating 28.3 34.9 9.6 20.0
Total 1,24,2325 1,64,391.4 1,81,283.7 2,24,064.7 expenses

Operating profit 57.5 46.5 6.4 0.3
Application of Funds Net profit 67.0 31.7 -10.8 26.9
Fixed Assets 694.8 1097.3 1207.0 1327.7  Networth 24.3 64.1 13.0 14.9
Investments 8599.0 175439 192983 187193  EPS 56.2 265 -10.8 26.9
Advances 112512.8 1413761 1569282 1917217  Source: Company, ICICI Direct Research
Other Assets 2425.8 4374.2 3850.3 12295.9
Total 1,24,2325 1,64,391.4 1,81,283.7 2,24,064.7

Source: Company, ICICI Direct Research
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Exhibit 20: ICICI Direct coverage universe (BFSI- NBFC)

CMP MCap EPS (3 P/E (x) P/ABV (x) RoA (%) RoE (%)
Sector/Company

R TP 3ating (Cr) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E
Mahindra & Mahindra Financial 228 160  Hold 14,066 147 147 147 155 155 155 19 24 2.0 13 1.3 1.7 8.1 1.1 8.9
BajajFinserv (BAFINS) 6,381 7,200 Buy 1,01552 2484 3325 4305 257 192 148 37 31 25 16 1.7 20 153 174 188
BajajFinance (BAJF) 3,193 3,050 Hold 198,426 87.7 783 993 364 408 321 60 55 49 37 27 29 202 136 152
SBILife Insurance (SBILIF) 888 800 Buy 88,8628 131 161 192 678 552 463 34 29 25 08 08 07 155 165 171

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Kajal Gandhi, CA, Vishal Narnolia, MBA and Yash Batra, 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. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the 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 Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a 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.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

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 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.

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.

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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