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Can Fin Homes (CANF IN)

Rating: BUY | CMP: Rs642 | TP: Rs800

Credit growth and margins sustaining

Quick Pointers:

®  Margins and credit growth which were a concern are trending well as guided.
"  Qverall asset quality also further improved with a strong provision cover.

Can Fin Homes (Canfin) saw yet another good quarter with a positive surprise
on loan growth, NIl and asset quality. Credit accretion was ~21% YoY (PLe.
19%) as disbursals were highest ever at Rs27bn. Business momentum was
again driven by salaried housing (+20% YoY). While repayments seem higher,
the company suggested that they were in the normal course as competitive
intensity has reduced. Guidance for FY23 loan growth/disbursals is ~20%. As
guided, NIM continues to improve and even after adjusting for the positive
carry on account of LCR it enhanced by ~10bps QoQ. CP share contracted
from 19% in Mar’21 to 11%. Overall asset quality improved sequentially.
GNPA reduced YoY due to higher resolutions while the restructured and
stage-2 pool also declined QoQ led by stronger collection efficiency. Our
FY23/24E earnings are largely unchanged. Given the affordable housing
potential, we remain optimistic on Canfin as credit momentum could sustain
without diluting credit quality. Maintain multiple at 2.7x FY24 ABV and TP at
Rs800. Retain BUY. Risks: rise in funding cost due to Canara Bank stake sale.

" Good quarter with PPoP beat but in-line PAT due to higher PCR: NIl was
ahead at Rs2.37bn (PLe Rs2.17) as NIM was higher at 3.9% (PLe 3.6%) owing
to better yields while AuM growth at 20.8% YoY was higher by 1.5%. Disbursals
were highest ever at Rs27bn (PLe Rs22.5bn) while repayments too were more
at Rs10.8bn. Opex was a miss at Rs482mn due to stronger volumes while led
by higher NI, PPoP was a beat at Rs1.95bn (PLe Rs1.8bn). Provisions rose
QoQ to Rs302mn (PLe Rs133mn) due to a combination of provision on
standard assets and increase in PCR QoQ from 45% to 53%. Asset quality
improved QoQ with GNPA/NNPA declining by 7/8bps to 0.64%/0.30%. PAT
was in-line at Rs1.23bn. FY22 PAT at Rs4.71bn was also as expected.

" Business momentum to continue: Credit flow was largely led by salaried
housing (+20% YoY, 68% share). While repayments seem higher, BT-out has
normalized from Rs5.4bn in FY21 to Rs2.9bn in FY22 indicating repayments
were in the normal course. Annualized basis, BT-out could range from 1.5-2%.
Guidance on loan growth and disbursals is ~20% and we are factoring loan
CAGR 18% over FY22-24E. NIM jumped QoQ from 3.57% to 3.89% due to
positive carry (Rs180mn) on account of LCR. Adjusting the same, NIM rose
QoQ by 10bps implying that company is delivering as guided. On borrowings,
CP share is down QoQ from 15% to 11% and it may hover around ~15%.

" Asset quality further improving: Credit quality improved sequentially despite
of daily NPA recognition and GNPA declined YoY by 27bps led by higher
resolutions due to implementation of SARFAESI. Stage-2 reduced QoQ from
6.6% to 4.8%. Restructured pool also fell from Rs6.91bn to Rs6.76bn with a
10% coverage. 10% of this pool would be due to FY23E while Canfin expects
7-8% of total pool to slip into NPA over time. The Rs302mn quarterly provision
was split into: 45% standard assets and 55% NPA provisions.

May 3, 2022



[l

Can Fin Homes

Exhibit 1: Steady and broadly in-line performance

l(zll?r;anq(r::)al Statement Q4FY22 Q4FY21 YoY(%)/;). Q3FY22 QoQ(g/;).
NIl growth was 27% YoY on account Interest Income 5,558 4,606 20.7 5,020 10.7
of yields on liquidity (12bps) and Interest Expense 3,185 2,748 15.9 2,961 7.6
insurance income impact. Net interest income (NII) 2,373 1,858 27.7 2,059 15.2
Other income declined despite strong Other income 55 68 (19.2) 64 (15.3)
disbursals. Total income 2,428 1,925 26.1 2,124 14.3
o has b latively el ted Operating expenses 482 428 12.4 403 19.4
dl.f)ee)t(o li;h:regurseir?eglse\yoleu?r:/:;tech Operating profit 1,946 1,497 30.0 1,720 13.1
expenses. Total provisions 302 77 294.7 164 84.9
Profit before tax 1,643 1,420 15.7 1,557 5.6
Continue to provide on prudent basis. Tax 414 394 50 400 36
Profit after tax 1,229 1,026 19.8 1,157 6.3
AUM (Rs mn) 267,110 221,050 20.8 250,910 6.5
Disbursements have been highest Disbursements (Rs mn) 27,040 20,010 35.1 24,720 9.4
ever in this quarter.
Profitability ratios
NIM 4.2 3.9 27 315) 67
NIMs improve marginally, due to ROAA 2.0 2.2 17 2.0 3)
other income. ROAE 16.0 175 (144) 1538 20
Asset Quality ratios
Gross NPL (Rs m) 1,706 2,019 (15.5) 1,772 3.7)
Asset Quality steady; PCR bulked up Net NPL (Rs m) 807 1,343 (39.9) 970 (16.8)
10 52% Gross NPL ratio 0.6 0.9 27) 0.7 7)
Net NPL ratio 0.3 0.6 (31) 0.4 (8)
Coverage ratio 52.7 33.5 1,922 45.2 745
Business & Other Ratios
Yield on Loans (%) 8.1 9.5 (138) 8.1 6
Cost of Borrowings (%) 5.6 6.7 (115) 5.6 -
Spread (%) 2.6 2.8 (23) 2.5 6
Cost/Income Ratio 19.8 15.3 451 17.7 214
Source: Company, PL
Exhibit 2: Loan Mix
?Ri'\"mi‘;ok Details Q4FY22 Q4FY21 YOY(;‘)J/;)' Q3FY22 QOQ(E’/;)'
Top-up Personal 239,370 199,720 19.9 225,470 6.2
Mortgage Loans/Flexilap 13,680 10,080 35.7 12,420 10.1
Loans for Sites 10,680 8,020 33.2 9,780 9.2
Others 2,290 2,130 7.5 2,180 5.0
Builder Loans 880 880 - 850 35
Staff Loans 210 170 23.5 200 5.0
Source: Company, PL
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Q4FY22 Concall Highlights

Assets/Liabilities

" Disbursements in the quarter have been at all-time high if Rs.27bn leading to
an AUM growth of 20.8% YoY/6.5% QoQ. For FY23, the management guides
for disbursements of RS100bn and AUM growth of 18-20% aided by strong
demand in the sector.

" Interms of loan book mix, demand from self-employed segment was subdued,
however the same has been seeing traction.

®  Earlier, the reliance of the company was more on sourcing from Southern part
of India, portfolio was concentrated in those areas; however, the company has
been witnessing good disbursals in other regions as well. Southern India
concentration would be 65%

®  CP mixin the borrowing has reduced to 11%, which would be settle around 15-
16%.

Fees/NIMs/Branches

" NIM came to 4.15. Margin expansion was majorly due to positive impact of
liquidity and insurance impact. However, the management guided that
normalized levels of NIM would be 3.70-3.75%. While spreads would be 2.5%

" Opex is expected to increase due to revamping of technology, increase in
business volumes, branch expansion.

Asset Quality

" Restructuring: Restructuring book stood at Rs. 0.67bn against which the
company has provided 10%. Rs0.42bn have been repaid during the quarter.
Against the EMI, collection efficiency was 100%.

®  Credit Cost guidance for FY23 would 0.4%, elevated levels due to prudent
provisioning.

Others

®  The company has enabling provisions of Rs10bn to raise funds, part of which
would be raised in order to comply with lender’s requirement.

" Incremental CoF was 5.0%, which may go up by 100-125bps, in line with this
yields would be increased too.

®  Average Ticket Size would be stable ~Rs.21 lakhs.
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Exhibit 3: Loan Book continues to remain skewed to Housing Loans

® Housing Loans
= Loans for Sites
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Exhibit 4: Steady yields and costs, keep Spreads constant
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Exhibit 5: NIM expansion led by factors other income
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Exhibit 6: AUM growth was strong led by strong disbursals
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Exhibit 7: Asset Quality robust, PCR bulked up.
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Exhibit 8:

Borrowing Mix mainly from Banks and NHB refinance
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Exhibit 9: ROEs to improve on lower provision

RoE decomposition (%) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Interest income 10.3 9.9 10.1 9.3 7.8 8.0 8.2
Interest expenses 6.8 6.8 6.7 5.6 4.6 4.9 5.1
Net interest income 3.5 3.2 3.4 3.7 3.2 3.1 3.1
Other Inc. from operations 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Total income 3.7 3.3 3.4 3.7 3.3 3.2 3.2
Employee expenses 0.6 0.5 0.5 0.6 0.6 0.6 0.6
Other operating expenses 0.3 0.2 0.3 0.3 0.3 0.3 0.3
Operating profit 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Tax 1.0 1.0 0.7 0.7 0.7 0.6 0.6
Loan loss provisions 0.2 0.0 0.3 0.3 0.2 0.2 0.2
RoAA 2.0 1.7 1.9 2.1 1.9 1.8 1.8
ROAE 21.3 18.2 19.1 19.2 16.6 16.5 17.0
Source: Company, PL Research
Exhibit 10: We slightly tweak estimates and credit cost assumptions
Estimates Change Old Revised % Change
Table Rs (mn) FY23E FY24E FY23E FY24E FY23E FY24E
Net interest income 9,514 11,067 9,625 11,339 11 25
Operating profit 8,047 9,354 8,094 9,550 0.6 21
Net profit 5,504 6,449 5,562 6,618 0.9 2.6
Loan Growth (%) 17.1 17.1 18.0 18.0 - 4.0
Credit Cost (bps) 19.7 17.5 22.2 22.5 25 5.0
EPS, Rs. 41.3 48.4 41.8 49.7 - 0.6
ABYV per share, Rs. 255.0 297.3 260.7 303.1 2.1 1.5
Price target, Rs. 800 800 -
Recommendation BUY BUY
Source: Company, PL
Exhibit 11: One year forward P/ABV valuation chart
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Income Statement (Rs. m)

Quarterly Financials (Rs. m)

Y/e Mar FYy21 FY22 FY23E FY24E Y/e Mar Q1FY22 Q2FY22 Q3FY22 Q4FY22
Int. Inc. / Opt. Inc. 20,064 19,697 24,623 29,868 Int. Inc. / Operating Inc. 4,492 4,626 5,020 5,558
Interest Expenses 12,083 11,535 15,000 18,535 Income from securitization - - - -
Net interest income 7,980 8,162 9,623 11,332 Interest Expenses 2,680 2,708 2,961 3,185

Growth(%) 18.3 2.3 17.9 17.8 Net Interest Income 1,812 1,918 2,059 2,373
Non-interest income 121 188 214 247 Growth (%) (5.3) (8.9) 2.1) 27.7
Growth(%) 4.5 56.2 13.7 15.1 Non-Interest Income 16 53 64 55
Net operating income 8,101 8,350 9,837 11,579 Net Operating Income 1,828 1,971 2,124 2,428
Expenditures Growth (%) (4.6) (7.2) (0.6) 26.1
Employees 700 768 881 1,047 Operating expenditure 303 342 403 482
Other Expenses 444 664 753 862 PPP 1,526 1,628 1,720 1,946
Depreciation 96 98 111 127 Growth (%) - - - -
Operating Expenses 1,240 1,530 1,745 2,036 Provision 65 (62) 164 302
PPP 6,861 6,820 8,092 9,543 Exchange Gain / (Loss) - - - -
Growth(%) 18.6 (0.6) 18.7 17.9 Profit before tax 1,460 1,690 1,557 1,643
Provisions 685 469 648 772 Tax 372 454 400 414
Profit Before Tax 6,176 6,351 7,445 8,771 Prov. for deferred tax liability - - - -
Tax 1,615 1,640 1,943 2,289 Effective Tax Rate 25.4 26.9 25.7 25.2
Effective Tax rate(%) 26.2 25.8 26.1 26.1 PAT 1,088 1,236 1,157 1,229
PAT 4,561 4,711 5,502 6,481 Growth 17 4) (12) 20
Growth(%) 213 3.3 16.8 17.8 AUM 222,210 235,840 250,910 267,110
Balance Sheet (Rs. m) YoY growth (%) 6.6 13.2 19.5 20.8
Ve viar ol v v vy Borrowing 192,750 207,107 235,500 246,556
YoY growth (%) 5.9 13.9 29.4 35.1
Source of funds
Equity 266 266 266 266 Key Ratios
Reserves and Surplus 25,832 30,400 35,582 41,675  Y/e Mar FYy21 FY22 FY23E FY24E
Networth 26,098 30,666 35,849 41,941 CMP (Rs) 642 642 642 642
Growth (%) 214 17.5 16.9 17.0 EPS (Rs) 34.2 35.4 41.3 48.7
Loan funds 192,929 246,477 294,297 347,717 Book value (Rs) 196.0 230.3 269.2 315.0
Growth (%) 2.9 27.8 19.4 18.2 Adj. BV(Rs) 185.9 2242 260.3 301.7
Deferred Tax Liability - - - - P/E(X) 18.8 18.2 155 13.2
Other Current Liabilities 688 2,046 1,920 2,258 P/BV(x) 3.3 2.8 2.4 2.0
Other Liabilities 1,023 255 480 567 P/ABV(x) 3.5 2.9 25 2.1
Total Liabilities 220,737 279,443 332,545 392,483 DPS (Rs) 2.0 15 2.1 2.9
Application of funds Dividend Payout Ratio(%) 5.8 4.2 5.0 6.0
Net fixed assets 378 346 360 374 Dividend Yield(%) 0.3 0.2 0.3 0.5
Advances 218,915 263,781 312,286 368,573 Asset Quality
Growth (%) 6.7 20.5 18.4 18.0
Y/e Mar FY21 FY22 FY23E FY24E
Investments 496 11,260 15,756 18,596
Current Assets 223 3.252 3312 3.909 Gross NPAs(Rs m) 2,021 1,706 2,129 2,868
Net current assets (465) 1,206 1,392 1,651 Net NPA(Rs m) 1,338 807 1.188 1,769
Other Assets 726 805 a3l 1031 Gross NPAs to Gross Adv.(%) 0.9 0.6 0.7 0.8
Total Assets 220738 279,443 332,545 302483 ot NPAStonetAdv.(%) 06 03 04 05
Growth (%) 49 266 19.0 18.0 NPA coverage(%) 33.8 52.7 44.2 38.3
Business Mix Du-Pont as a % of AUM
AUM 221,050 267,110 315,120 371,917  Y/e Mar FY21 FY22 FY23E FY24E
Growth (%) 6.7 20.8 18.0 180 i 3.7 3.2 31 31
On Balance Sheet 221,050 267,110 315120 371,917 Ny INCI. Securitization 3.7 3.2 31 31
% of AUM 100.00 100.00 100.00 100.00 Total income 37 33 3.2 3.2
Off Balance Sheet - - - © Operating Expenses 0.6 0.6 0.6 0.6
% of AUM - - - ~ PPOP 3.2 2.7 26 26

Profitability & Capital (%) Total Provisions 0.3 0.2 0.2 0.2

Y/e Mar FY21 FY22 FY23E Fy2e  ROAA 21 L9 18 18
NIM 37 32 31 31 Avg. Assets/Avg. net worth 9.1 8.8 9.2 9.3
ROAA 21 19 18 18 ROAE 19.2 16.6 16.5 16.7
ROAE 19.2 16.6 16.5 16.7 Source: Company Data, PL Research

Source: Company Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)

(22 1 09-Apr-22  BUY 800 661

610

494

379

263

el 2 Q 8 & & N
g g g 8 g 8 g

Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 AAVAS Financers . .BUY 350 2485
2 Axis Bank BUY 940 780
3 Bank of Baroda BUY 150 120
4 Can Fin Homes BUY 800 661
5 City Union Bank BUY 180 140
6 DCB Bank BUY 120 86
7 Federal Bank BUY 135 100
8 HDFC BUY 3,272 2,445
9 HDFC Bank BUY 1,740 1,465
10 ICICI Bank BUY 950 748
11 IDFC First Bank UR - 42
12 Indusind Bank BUY 1,297 979
13 Kotak Mahindra Bank Accumulate 1,925 1,785
14 LIC Housing Finance Accumulate 420 393
15 Punjab National Bank BUY 50 38
16 State Bank of India BUY 610 516
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o >15%
Accumulate : 5%to 15%
Hold ;. +5% to -5%
Reduce : -5%to -15%
Sell T <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

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

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com 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.

The Research analysts 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
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