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CMP: Rs 3,233
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TP: Rs 2,950 (m)

12 months

Rating: HOLD (m)

Upside: (8.7) %

= BAF reported a PAT of Rs9.65bn (-35.9% yoy, +0.3% qoq), which came in slightly lower Change in Estimates

than our estimate of Rs9.85bn, on healthy margins and lower opex. BAF made additional EPS Chg FY21E/FY22E (%) -
i 0,
Covid-19-related provisions of Rs13.7bn, further front-loading the uncertainty on Target Price change (%) NA
- . . - Target Period (Months) 12
recoverability. Total contingent Covid-19-related provisions now stand at Rs33.9bn. -
Previous Reco HOLD

Consolidated moratorium has reduced to ~8% of AUM (~15.7% in Q1FY21) on a reduction
in bounce rates, coupled with better collection efficiency. However, overall trend in
collection remains weak across products compared with pre-Covid levels. The company
has restructured assets worth Rs2.5bn (Mortgages/Consumer) which may see further rise.

On the growth momentum front, management is relatively more optimistic for H2FY21E.
However, regaining the lost market share would be a time-consuming task, in our view.
We also remain watchful of the performance of Flexi Loans (Rs430bn) which also include
converted Flexi Loans of about Rs100bn as well.

We keep our estimates intact and await further clarity on growth and asset-quality trends.
We maintain Hold rating and EW stance in NBFC EAP with a TP of Rs2,950 (~3.5x P/B
Mar'23E). Valuation multiple expansion is possible only once the company starts regaining
lost market share, especially in its core B2B segment.

What we like

Healthy operational performance with ~14.9% yoy growth in operating profit to Rs30.1bn
despite interest reversals of Rs1.4bn on doubtful accounts.

NIMs continued to remain elevated in spite of declining share of superior-yielding
consumer lending segment due to better liability franchise, while cost-control measures
were effective with the C/I ratio remaining low at ~27.8% (cost to avg. assets at 3.4%).

Disclaimers regarding asset-quality trends and moratorium had been fairly transparent.
Upfronting of credit costs by creating a Covid-19 provision buffer is also encouraging.

What we remain concerned about

Bounce rates for business segments still remain fairly high, posing NPA and growth risk in
the near term. After moratorium, the behavior of non-delinquent customers remains the
key as the recovery pattern for existing delinquent customers is already known.

The rising dependence on existing customer base should accelerate overall leverage risk
regarding the same set of customers. In addition, increasing focus on secured lending may
affect growth momentum further.

Please see our sector model portfolio (Emkay Alpha Portfolio): BESI-NBFCs (page 6)

Financial Snapshot (Consolidated)

Emkay vs Consensus

EPS Estimates

FY21E FY22E

Emkay 66.2 123.6
Consensus 74.7 130.1
Mean Consensus TP (12M) Rs 3,268
Stock Details

Bloomberg Code BAF IN
Face Value (Rs) 2
Shares outstanding (mn) 603
52 Week H/L 4,923 /1,783
M Cap (Rs bn/USD bn) 1,948/ 26.47
Daily Avg Volume (nos.) 61,56,422
Daily Avg Turnover (US$ mn) 282.7
Shareholding Pattern Jun '20
Promoters 56.2%
FlIs 21.2%
Dlis 10.1%
Public and Others 12.4%

Price Performance

(%) iIM 3M 6M 12M

Absolute 3) ) 54 (22)
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This report is solely produced by Emkay Global. The
following person(s) are responsible for the

(Rs mn) FY19 FY20 FY21E FY22E FY23E production of the recommendation:

Net income 1,18,782 1,69,124 1,76,653 2,07,334 2,69,261 Jignesh Shial

Net profit 39,950 52,638 39,892 74,495 1,05,536 jignesh.shial@emkayglobal.com
EPS (Rs) 68.8 90.6 66.2 123.6 175.1 +91 22 6624 2468

ABV (Rs) 326.5 541.2 559.8 655.9 797.8 Anand Dama

ROA (%) 3.8 3.6 2.4 3.8 4.2 anand.dama@emkayglobal.com
ROE (%) 225 20.2 11.8 19.2 22.6 +91 22 6624 2480

PE (x) 47.0 35.7 48.9 26.2 18.5 Parth Sanghvi

P/ABV 9.9 6.0 5.8 4.9 4.1 parth.sanghvi@emkayglobal.com

Source: Company, Emkay Research +91 22 6624 2431

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Si
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Story in Charts

Exhibit 1: AUM growth dips sharply as the company shifts focus to Exhibit 2: Strong liability franchise (amid low interest rates) supports

cost management NIMs
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Exhibit 3: Credit costs remain elevated for the 3 quarter in a row as Exhibit 4: Share of consumer loans reduces to 36% of AUM
the company frontloads potential write-offs
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Exhibit 5: NPAs remain under check due to asset standstill as per Exhibit 6: BAF boasts of a strong, diversified liability franchise
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Exhibit 7: Actual vs. Estimates (Q2FY21)
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Rs mn Actual el Coggteinms;tz % variation Comments
(Emkay) (Emkay) Emkay Consensus
Net income 41,652 42,623 43,755 -2.3% -4.8% | Interest reversals, but largely in line with estimates
PPOP 30,059 28,743 NA 4.6% NA | Cost control brings PPOP in line
PAT 9,649 9,848 9,447 -2.0% 2.1% | Accelerated provisioning keep profit a bit weak
Source: Company, Emkay Research
Exhibit 8: Quarterly financials
Rs mn Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 YoY (%) QoQ (%) FY20 FY21E YoY (%)
Total income 39,997 45,347 46,834 41,521 41,652 4.1% 0.3% 1,69,124  1,76,653 4.5%
Operating expenses 13,830 15,339 14,515 11,567 11,593 -16.2% 0.2% 56,608 59,612 5.3%
Operating profit 26,167 30,008 32,320 29,954 30,059 14.9% 0.3% 1,12,516  1,17,040 4.0%
Provisions 5,942 8,308 19,538 16,857 17,004 186.2% 0.9% 39,295 63,349 61.2%
% of operating profit 22.7% 27.7% 60.5% 56.3% 56.6% 34.9% 54.1%
Profit before tax 20,224 21,701 12,782 13,097 13,055 -35.5% -0.3% 73,221 53,691 -26.7%
Tax 5,161 5,560 3,301 3,474 3,406 20,584 13,799 -33.0%
Tax rate (%) 25.5% 25.6% 25.8% 26.5% 26.1% 28.1% 25.7%
Profit after tax 15,063 16,141 9,481 9,623 9,649 -35.9% 0.3% 52,638 39,892 -24.2%
AUMs 13,55,330 14,50,920 14,71,530 13,80,550 13,70,900 1.1% -0.7% 12,88,980 13,55,330 5.1%
Borrowings 11,95,390 12,20,500 12,98,060 12,11,200 12,49,000 4.5% 3.1% 9,44,620 11,95,390 26.5%
Source: Company, Emkay Research
Exhibit 9: Revision in estimates
FY21E FY22E FY23E
Y/E Mar (Rs mn) : : : = : =
Earlier Revised % change Earlier Revised % change Earlier Revised % change
Net operating income 1,76,653 1,76,653 0.0% 2,07,334 2,07,334 0.0% 2,69,261 2,69,261 0.0%
PPOP 1,17,040 1,17,040 0.0% 1,35,800 1,35,800 0.0% 1,76,690 1,76,690 0.0%
PAT 39,892 39,892 0.0% 74,494.8 74,495 0.0% 1,05,536 1,05,536 0.0%
EPS (Rs) 66.2 66.2 0.0% 123.6 123.6 0.0% 175.1 175.1 0.0%
BV (Rs) 588 588 0.0% 696 696 0.0% 852 852 0.0%
Source: Company, Emkay Research
Exhibit 10: Key assumptions
(in %) FY20 FY21E FY22E FY23E
AUM growth 27.0% 5.0% 30.0% 30.0%
Borrowings growth 25.7% -0.7% 35.3% 29.3%
Yield on average loans 18.1% 17.3% 16.8% 16.6%
Cost of average int. liabilities 8.1% 7.8% 7.5% 7.0%

Source: Company, Emkay Research

Exhibit 11: The stock currently trades at 5x 1-year forward P/B
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Key Financials (Consolidated)
Income Statement

Y/E Mar (Rs mn) FY19 FY20 FY21E FY22E FY23E
Net interest income 97,252 1,34,972 1,50,312 1,75,832 2,32,013
Other income 21,530 34,152 26,341 31,503 37,248
Net income 1,18,782 1,69,124 1,76,653 2,07,334 2,69,261
Operating expenses 41,977 56,608 59,612 71,535 92,571
Pre provision profit 76,805 1,12,516 1,17,040 1,35,800 1,76,690
Provisions 15,014 39,295 63,349 35,537 34,649
Profit before tax 61,792 73,221 53,691 1,00,262 1,42,041
Tax 21,842 20,584 13,799 25,767 36,504
Tax rate 35 28 26 26 26
Profit after tax 39,950 52,638 39,892 74,495 1,05,536

Balance Sheet

Y/E Year End (Rs mn) FY19 FY20 FY21E FY22E FY23E
Equity 1,154 1,200 1,200 1,200 1,200
Reserves 1,95,817 3,22,076 3,53,545 4,18,213 5,12,518
Net worth 1,96,970 3,23,276 3,54,745 4,19,413 5,13,718
Borrowings 10,32,595 12,98,064 12,88,928 17,43,799 22,54,275
Total liabilities 12,42,325 16,43,914 16,80,125 22,07,879 28,22,566
Cash and bank 3,487 13,827 24,068 12,005 9,338
Investments 86,023 1,75,472 1,03,114 1,74,380 1,80,342
Loans 11,38,633 14,31,874 15,24,113 19,83,883 25,82,598
Others 7,266 9,564 9,723 9,906 10,117
Total assets 12,42,325 16,43,914 16,80,125 22,07,879 28,22,566

Key Ratios (%)

Y/E Year End FY19 FY20 FY21E FY22E FY23E
NIM 9.8 10.3 10.0 9.9 10.0
RoA 3.8 3.6 24 3.8 4.2
ROAE 225 20.2 11.8 19.2 22.6
GNPA (%) 1.6 2.1 3.8 4.1 4.3
NNPA (%) 0.6 0.6 1.2 1.2 13
Per Share Data (Rs) FY19 FY20 FY21E FY22E FY23E
EPS 68.8 90.6 66.2 123.6 175.1
BVPS 339.0 556.4 588.5 695.7 852.2
ABVPS 326.5 541.2 559.8 655.9 797.8
DPS 6.0 10.0 12.0 14.0 16.0
Valuations (x) FY19 FY20 FY21E FY22E FY23E
PER 47.0 35.7 48.9 26.2 185
P/BV 9.5 5.8 55 4.6 3.8
P/ABV 9.9 6.0 5.8 4.9 4.1
P/PPOP 0.0 0.0 0.0 0.0 0.0
Dividend Yield (%) 0.2 0.3 0.4 0.4 0.5

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Growth (%) FY19 FY20 FY21E FY22E FY23E
NIl 39.5 38.8 114 17.0 32.0
PPOP 57.6 46.5 4.0 16.0 30.1
PAT 60.0 31.8 (24.2) 86.7 41.7
Loans 42.3 25.8 6.4 30.2 30.2
Quarterly (Rs mn) Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21
NIl 39,997 45,347 46,834 41,521 41,652
NIM(%) 12.1 12.9 12.8 11.6 12.1
PPOP 26,167 30,008 32,320 29,954 30,059
PAT 15,063 16,141 9,481 9,623 9,649
EPS (Rs) 26.13 26.91 15.80 16.04 16.06
Source: Company, Emkay Research

Shareholding Pattern (%) Sep-19 Nov-19 Dec-19 Mar-20 Jun-20
Promoters 58.3 56.2 56.2 56.2 56.2
Flls 20.7 225 22.2 21.2 21.2
Dlls 8.6 10.0 10.5 10.9 10.1
Public and Others 12.5 11.4 11.2 11.8 12.4

Source: Capitaline

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Emkay Alpha Portfolio — BFSI-NBFCs

EAP sector portfolio

T e T ChS fonend
BFSI-NBFCs 7.59 7.59 0% 0 100.00
Bajaj Finance 1.32 1.32 0% 0 17.34
Cholamandalam Investment 0.14 0.15 2% 0 1.95
HDFC 5.52 5.63 2% 11 74.17
LIC Housing Finance 0.13 0.13 0% 0 1.77
Magma Fincorp 0.00 0.00 NA 0 0.00
Nippon Life 0.06 0.06 0% 0 0.80
Shriram City Union Finance 0.00 0.00 NA 0 0.00
Shriram Transport Finance 0.19 0.19 3% 0 2.55
Analyst: Jignesh Shial Cash 0.00 0-00 NA 0 0.00
Contact Details Source: Emkay Research
jignesh.shial@emkayglobal.com * Not under coverage: Equal Weight
+91 22 6624 2468 High Conviction/Strong Over Weight M High Conviction/Strong Under Weight
Sector
NBECS/AFCS Sector portfolio NAV
Base Latest
Analyst bio EEE—
Jignesh Shial is a CA and has total 12 1-Apr-19 21-Jan-20 21-Apr-20  21-Jul-20 18-Sep-20 20-Oct-20
years of research experience. His team  gap _grsinBFCs 100.0 124.0 79.6 95.2 90.4 100.0
currently covers 11 NBFCS/AFCs. BSE200 Neutral Weighted Portfolio (ETF) 100.0 118.8 74.6 89.6 85.2 93.9

*Performance measurement base date 15t April 2019
Source: Emkay Research

NAV chart
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Source: Emkay Research

Please see our model portfolio (Emkay Alpha Portfolio): Nifty

Please see our model portfolio (Emkay Alpha Portfolio): SMID

“Emkay Alpha Portfolio — SMID and Nifty are a supporting document to the Emkay Alpha
Portfolios Report and is updated on regular intervals”

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on ictions on Distribution. In Sil this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.

BUY Over 15%
HOLD Between -5% to 15%
SELL Below -5%

Completed Date: 22 Oct 2020 01:12:45 (SGT)
Dissemination Date: 22 Oct 2020 01:13:45 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INHO00000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other
things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information
regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject EGFSL or its group companies to any registration
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not
be construed as official confirmation of any transaction. No part of this document may be used by private customers in United Kingdom. All material
presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks,
service marks and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein
is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market
and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate® does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
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