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Repco Home Finance Limited

Growth uptick key for re-rating

Our view

Repco’s Q4 FY22 PAT was significantly below our estimate on higher credit cost, even
though NIl and PPOP were in-line. Loan book was sequentially flat as expected, but
disbursements and portfolio run-off were 8-10% higher than our expectations. March
disbursements were healthy at near Rs3bn (v/s Rs2.8bn yoy), and BT Out in the quarter
was unusually higher at Rs4.6bn (Rs2.84bn in Q3 and Rs2.48bn in Q4 FY21). BT Out
has come-off a bit in current quarter, and management expects it to moderate post the
introduction of a Top-up loan product (CIBIL linked) and interest rate reduction powers
(up to a certain level) for Branches and Regional Offices. Disbursements in Q1 FY23 is
expected near Q4 FY22 level of Rsébn and for the whole year is targeted at Rs30bn
(Rs17.7bn in FY22). About 8-10 branches would be added in FY23.

Stage-3 assets were stable in abs. terms with elevated slippages (due to daily stamping)
being offset by upgrades and recoveries. The <90 dpd NPL pool reduced from Rs2.75bn
as of Q3 FY22 to Rs2.4bn. There were no write-offs in the quarter. Stage-2 assets and
OTR pool (Rs6.8bn) were also flat goq; but provisions on latter were raised from 10%
to 15% (billing to start from Q2 FY23 - no change in stress assessment though). Further,
ECL cover on Stage-3 loans was also increased marginally. Management attributed
higher provisions to strengthening of the balance sheet and intends to further increase
coverage on NPLs (currently 32%). Despite the rising rate environment, NIM/Spread
outlook seems resilient considering 100% loan assets on floating rate (semi-annual
reset).

Growth commentary from the new MD & CEO, Mr. K Swaminathan, is better than his
predecessor. However, the execution and enabling operational changes needs to be
closely monitored. Along with this, the incremental slippage run-rate and quantum of
upgrade & recovery would be critical to stock’s performance. Repco trades at an
undemanding valuation of 0.4x P/ABV and 3x P/E on FY24 estimates. Retain BUY.

Exhibit 1: Result table

(Rs mn) Q4 FY22 Q3 FY22 % qoq Q4 FY21 % yoy
Total Operating Income 3,183 3,219 (1.1) 3,332 (4.5)
Interest expended (1,680) (1,719) (2.3) (1,855) (9.4)
Net Interest Income 1,503 1,500 0.2 1,477 1.8
Other income 60 36 67.4 72 (17.1)
Total Income 1,563 1,536 1.7 1,549 0.9
Operating expenses (368) (344) 7.0 (361) 2.0
PPOP 1,195 1,192 0.2 1,188 0.6
Provisions (613) (765) (19.9) (292) 109.6
PBT 582 427 36.2 896 (35.1)
Tax (161) (112) 43.6 (264) (38.8)
PAT 420 315 33.6 632 (33.5)

Source: Company, YES Sec
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KEY CON-CALL HIGHLIGHTS

Disbursements & Loan Growth

Loan growth guided at 10-11% for FY23 - loan book targeted at Rs130bn.

Co. aspiring to achieve disbursements of Rs30bn in current year (Rs17.7bn in FY22) - Q1
FY23 disbursements expected near Q4 FY22 level of Rsébn.

Lumpsum repayments (90% BT Out) were Rs4.66bn in Q4 FY22, significantly higher than
Rs2.84bn in Q3 and Rs2.48bn in Q4 FY21 - the intensity has come-off in Q1 FY23.

To rein in BT Out, the co. will be introducing CIBIL linked Top-up loan product and interest
rate reduction powers (up to certain level) for Branches and Regional Offices - Management
thus expects BT Out to moderate in coming quarters.

Co. to add 8-10 branches in current year - would like to increase the network by 10% pa.

Asset Quality, Restructuring & Credit Cost

Slippages were Rs0.9bn in Q4 FY22 versus Rs1.1bn in Q3 FY22 and is based on daily
stamping now - Upgrade/Recovery in Q4 was Rs1bn and there were no write-offs.

Higher provisioning done in the quarter to increase coverage on Stage-3 and OTR portfolio,
so as to strengthen the BS - no change in OTR portfolio slippage assessment as such - OTR
portfolio billing will start from Q2 FY23.

Total ECL provisions at Rs4.8bn (4% of loan assets), about Rslbn higher than IRAC
requirement - co. would like to take Stage-3 provionsing to 50% over time.

Credit cost for FY23 guided at Rs0.8-1bn - GNPL/GS3 expected to decline by Rs1-1.2bn,
notwithstanding estimated slippages of around Rs4-4.5bn (factoring OTR slippages).

Company to recruit 40-50 people exclusively for overdue bucket collections.

New recovery policies to be introduced which will enable swift OTS decisioning at the
regional level.

NIM, CoF & Opex

Company will keep delivering better than guided NIM (4.3%) and Spread (3%) in FY23.

Yield of Home Loan book at 9.7% (Salaried 9.3%; Self-employed 10.2%) - Yield of Home
Equity book at 12.8%.

All loans are floating but on semi-annual reset - loans are linked to internal MLR which is
reviewed every month.

Of the bank borrowings (68% of Total Borrowings), only 10-15% linked to Repo and majority
linked to 6m MCLR - of the NHB borrowings (21%), 50% is fixed.

Management not perturbed about NIM outlook in a rising rate environment.

IT system change is being implemented; new LMS system will be in place by Sept - also new
HR and other systems will be implemented.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Repco Home Finance Limited

Exhibit 2: Key ratios

(VA) Q4 FY22 Q3 FY22 chg qoq Q4 FY21 chg yoy
NIM 5.1 5.0 0.1 4.8 0.3
Yield 10.8 10.9 (0.1) 11.0 (0.2)
Cost of Funds 7.0 7.1 (0.1) 7.3 (0.3)
Spread 3.8 3.8 - 3.8 -
Cost to Income 23.5 22.4 1.2 23.3 0.3
Gross NPA 7.0 7.0 (0.0) 3.7 3.3
ECL 4.0 3.5 0.5 24 1.6
Cum. RoA 14 1.1 0.3 2.1 (0.7)
Cum. RoE 8.2 6.2 2.0 13.3 (5.1)

Source: Company, YES Sec

Exhibit 3: Business data

(Rs mn) Q4 FY22 Q3 FY22 % qoq Q4 FY21 % yoy
AUM 117,590 117,857 (0.2) 121,215 (3.0)
Sanctions 6,520 4,981 30.9 6,459 0.9
Disbursements 6,012 4,439 35.4 6,404 (6.1)
Customer Mix - (%)

Salaried 49 49 0.2 49 0.6
Non-Salaried 51 51 (0.2) 52 (0.6)
Product Mix - (%)

HL 81 81 (0.3) 81 (0.4)
LAP 19 19 0.3 19 0.4
Geographical Mix

Tamil Nadu 65,850 65,882 (0.0) 67,153 (1.9)
Non-Tamil Nadu 51,740 51,975 (0.5) 54,062 (4.3)
Karnataka 15,404 15,675 (1.7) 16,728 (7.9)
Maharashtra 11,524 11,432 0.8 11,637 (1.0
Andhra Pradesh 6,938 6,836 1.5 7,273 (4.6)
Telangana 5,644 5,539 1.9 5,576 1.2

Source: Company, YES Sec

Exhibit 4: GNPA mix

(VA) Q4 FY22 Q3 FY22 chg qoq Q4 FY21 chg yoy
HL GNPA % 6.3 4.1 2.2 3.2 3.1
LAP GNPA % 9.8 6.8 3.0 5.6 4.2
Salaried GNPA % 3.7 2.2 1.5 1.4 2.3
Non-Salaried GNPA % 10.0 6.9 3.1 5.8 4.2
Aggregate GNPA 7.0 7.0 (0.0 3.7 3.3

Source: Company, YES Sec
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Exhibit 5: 1-yr rolling P/ABV band

Repco Home Finance Limited

Exhibit 6: 1-year rolling P/ABV vis-a-vis the mean
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Source: Company, YES Sec
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Repco Home Finance Limited

FINANCIALS

Exhibit 7: Balance Sheet

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity Capital 626 626 626 626 626
Reserves 17,243 19,967 21,730 24,261 27,233
Shareholder's funds 17,869 20,593 22,356 24,887 27,858
Provisions 159 198 223 223 223
Deferred Tax Liabilities 358 397 87 87 87
Total Non-Financial liabilities 518 595 310 310 310
Debt Securities 6,802 0 0 0 0
Borrowings (Excl. Debt Sec.) 94,288 101,974 96,920 98,858 104,790
Other Financial Liabilities 463 484 388 411 444
Total Financial liabilities 101,553 102,458 97,308 99,269 105,234
Total Equities and Liabilities 119,939 123,645 119,974 124,466 133,402
Assets

Cash and Cash Equivalents 3,243 4,550 6,077 5,356 4,905
Loans 115,877 118,342 112,918 118,069 127,388
Investments in Associates 220 220 316 316 316
Other Financial Assets 101 125 124 136 150
Total Financial assets 119,442 123,236 119,434 123,877 132,759
Property, Plant and Equipment 142 123 153 168 185
Other Intangible Assets 23 16 48 48 48
Other Non-Financial Assets 333 270 339 373 410
Total Non-Financial assets 498 409 540 589 643
Total Assets 119,939 123,645 119,974 124,466 133,402

Source: Company, YES Sec
Exhibit 8: Income statement

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Income from Operations 13,455 13,735 12,902 13,226 14,114
Interest expense (8,250) (8,072) (6,899) (7,339) (7,748)
Net interest income 5,205 5,662 6,003 5,887 6,365
Non-interest income 56 188 164 164 180
Total op income 5,261 5,850 6,166 6,051 6,546
Total op expenses (1,065) (1,144) (1,241) (1,352) (1,505)
PPoP 4,196 4,706 4,926 4,699 5,041
Provisions (594) (808) (2,331) (1,022) (767)
Profit before tax 3,602 3,898 2,595 3,677 4,274
Taxes (798) (1,022) (680) (963) (1,119)
Net profit 2,804 2,876 1,915 2,714 3,155

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 9: Growth and Ratio matrix

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth matrix (%)

Net interest income 10.9 8.8 6.0 (1.9) 8.1
Total op income 10.7 11.2 5.4 (1.9) 8.2
Op profit (pre-provision) 11.4 12.1 4.7 (4.6) 7.3
Net profit 19.5 2.6 (33.4) 41.7 16.2
Loans 6.9 2.1 (4.6) 4.6 7.9
Borrowings + Debt 8.1 0.9 (5.0) 2.0 6.0
Total assets 9.5 3.1 (3.0) 3.7 7.2

Profitability Ratios (%)

NIM 4.6 4.7 5.0 4.9 5.0
Non-interest income /Total income 11 3.2 2.7 2.7 2.8
Return on Avg. Equity 16.9 15.0 8.9 11.5 12.0
Return on Avg. Assets 2.4 2.4 1.6 2.2 2.4

Per share ratios (Rs)

EPS 44.8 46.0 30.6 43.4 50.4
Adj. BVPS 233.1 286.2 268.0 327.1 378.2
DPS 2.5 2.5 2.5 2.5 2.5
Other key ratios (%)

Loans/Borrowings 114.6 116.1 116.5 119.4 121.6
Cost/Income 20.2 19.6 20.1 223 23.0
CAR 25.9 28.5 33.6 36.1 37.7
Gross Stage 3 4.3 3.7 7.0 6.0 5.5
Credit Cost 0.5 0.7 2.0 0.9 0.6
Tax rate 22.2 26.2 26.2 26.2 26.2

Source: Company, YES Sec
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

Repco Home Finance Limited

DISCLOSURE OF INTEREST

Name of the Research Analyst : Rajiv Mehta, Manuj Oberoi

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject
company in the past twelve months

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has 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

YSL has received any compensation or other benefits from

8 the subject company or third party in connection with the No
research report
YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market
making activity for the subject company(ies)

No

No

10 No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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