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Q4FY18 Result Update

Bharat Financial Inclusion Ltd

New customers & branch additions to drive growth Hold

Bharat Financial Inclusion Ltd (BFIL), for Q4FY18, reported good results with non-  Key Data

AP gross loans growing 38% YoY to X12,594 crore as on 31 Mar’18. Net interest  Current Market Price () 1,145

income grew 83% YoY to $326 crore. Pre-provisioning profit grew 111% YoY to  Target Price () 1,240

%210 crore mainly aided by a 1,080bps decline in cost-income ratio at 48.5%  Potential upside 8‘?%

compared to 59.3% in Q4 last year. BFIL reported net profit of X211 crore vs. a  Sector Relative to Market In-Line
Stock Relative to Sector In-Line

net loss of X235 crore in the corresponding quarter last year. Asset quality
improved with gross and net NPAs declining 220bps QoQ to 2.4% and by 10bps  Stock Information

QoQ to 0.1%, as on 31 Mar’18. BSE Code 533228
Recommendation: Since few quarters, we have been maintaining a Hold rating on ~ NSE Code BHARATFIN
the stock considering gradual reduction in NPAs and expected growth in business. ~ Face Value (X/Share) 10.0
Also, the company’s merger into Indusind Bank is expected to draw several  No-of shares (Cr.) 139
benefits for both the entities. However, our current estimates are exclusive of the ~ MarketCap (XCr) 15’952
synergistic benefits that the companies would derive and we remain positive on ;rzesvz:itl_(;ir(‘;) . 1727:??
the stock of BFIL. We maintain our hold recommendation valuing the stock at 4x . ’
; . . . .. Avg. Daily turnover (12M, X Cr.) 156.5
its FY20E adjusted book value (ABV) and adding PV of DTA benefits, arriving at a
target of X1,240. Shareholding Pattern (%)
Q4FY18 Result Summary Mar-18 Mar-17
Y/E Mar (X Cr) Q4FY18 Q4FY17 YoY % Q3FY18 QoQ % Promoters 1.64 1.66
NII 358 203 76.1 325 10.0 ~ Mutual Funds 19.44 7.80
PPP 210 100 1112 171 229 Pk 59.02 64.97
PAT 211 235 NM 163 295 Others including Public 19.90 25.57
Gross NPA (%) 2.40 6.00 -360bps 4.60 -220bps 1 year Indexed Price Performance
Net NPA (%) 0.10 2.70 -260bps 0.20 -10bps 160 4
Source: Company, Centrum Wealth Research 150 -

Robust loan growth at pre-demonetisation pace: The disbursements growth 140 -
remained robust at 47.1% YoY in Q4 at X5,738 crore (FY18 growth of 26% to 130 -
18,472 crore). The gross loans grew 37.6% to 12,594 crore as on 31 Mar’18. The 120 -
growth was driven by new customer additions — active borrowers up 16% YoY and 110 |
addition of 938 new borrowers in Q4 (up 123% YoY) vs. 421 in Q4 last year and 100 1
751 in Q3FY18. The company further plans to expand to 4 more states in FY19 %
with a total of initial 5 branches in each — Gujarat, Tamil Nadu, Assam and Tripura.

80

BFIL expects 2-wheeler and housing loans to pick up in FY19. For FY19, the 3 S D 5 5 ﬁ %
management has guided ~43% growth in gross loans, ~41% in disbursements and < 2 H S 8 : <
net profit of X620 crore. Over FY18-20E, we estimate the loan book CAGR of 35% — Bharat Financial Incl. — —S&P BSE 200 Nifty Fin. Serv
to reach X16,987 crore.

Decline in NPA: Asset quality improved considerably with gross NPA declining Price Performance (%)

220bps QoQ to 2.4% and net NPA down 10bps to 0.1%, as on 31 Mar’18. In im 3M 6M 12M
absolute terms, the gross NPAs declined 48.7% QoQ to X211 crore driven by total Bharat Fin. Incl. 6.1 11.9 16.8 44.9
write-offs worth X190 crore during Q4. The collection efficiency across states S&P BSE 200 50 41 28 136
stood at 99.8% for loans disbursed post 1 Jan’17 (95% of the total book). With the Nifty Fin. Serv. 24 7.0 29 14.4

pain arising out of demonetisation left behind and write-offs of NPAs therein, the
asset quality is expected to decline further and remain low going ahead. Lower
slippages and high collection efficiency are expected to result in gross and net
NPAs declining to 0.47% and 0.02% by the end of FY20E.

Risk factors: 1) Repeated rumours and/or news on loan waivers may impact the
NPA levels; 2) Socio-political issues in borrowing community; 3) Regional
concentration — 44% of AUM coming from top 3 states;

Financial Summary

Source: Bloomberg, Centrum Wealth Research

Payal V. Pandya, Research Analyst

Y/E Mar (X Cr.) NIl YoY (%) NetProfit  YoY(%) NetNPA(%)  RoE (%) RoA (%) ABV () P/ABV (x)
FY16A 580 63.7 303 61.4 0.04 21.9 4.2 99 11.5
FY17A 777 34.1 290 4.4 2.47 11.8 2.8 162 7.1

FY18(P) 1,057 35.9 455 57.2 0.09 15.2 4.0 215 5.3
FY19E 1,523 44.1 552 21.2 0.04 15.5 3.4 254 45
FY20E 1,915 25.8 754 36.6 0.02 17.5 3.8 309 3.7

Source: Company, Centrum Wealth Research, * P = Provisional

Centrum Wealth Research is also available on Bloomberg: CBWM <GO>, Thomson Reuters, Capital IQ and Factset

Please refer to important disclosures/disclaimers inside
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Exhibit 1: Consistent robust growth in NII

Exhibit 2: AUM growth remained healthy
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Exhibit 3: Decline in cost-income ratio aids PPP growth Exhibit 4: Profit growth on track
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Other Highlights

Source: Company, Centrum Wealth Research

> Guidance (purely on standalone basis - i.e. independent of synergy benefits that may come from merger with 11B):

o Management expects the loan book to grow ~40-50% with about 30% increase in new customers;

o  The cost-income ratio (CI%) is expected to decline further from the current level of 41.5%, mainly on the back of more
technology intervention in future which would help in bringing down opex over the next few years;

o  BFIL plans to expand into 4 new states — re-entering Gujarat and Tamil Nadu with 5 branches in each state. Also, the

company has plans to expand to Assam and Tripura with 5 branches each.

o  The 2-wheeler loans and housing loans (home improvement & expansions) are expected to see traction going ahead;
o  For FY19, BFIL has guided PBT of 900 crore and PAT of X620 crore as FY19 will be a year of full taxation.

> The company has started cashless collections at the Kirana stores and the pilot results are good in the same. Going forward,
this is expected to be a key AUM growth driver. Cashless disbursements have reached 98% now.

> Post-merger with 1B, there will be no change in the methods of business operations.

Centrum Broking Ltd.
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Exhibit 5: Quarterly Performance

Y/E Mar (X Cr) Q4FY17 Q1FY18 Q2FY18 Q3FY18 Q4FY18
Interest Income 368 411 463 504 539
Interest Expenses 165 175 176 178 181
Net Interest Income (NII) 203 236 287 325 358
YoY Growth (%) 3.9 14 15.0 33.0 76.1
Other Income 41 52 42 40 51
Net Total Income 245 288 329 365 409
Operating Expenses 145 149 160 194 198
Employees 105 112 118 147 149
% to net total income 43.1 38.7 35.9 40.3 36.6
Other Operating Expenses 40 38 42 47 49
% to net total income 16.2 13.1 12.7 12.9 11.9
Pre-Provisioning Profit (PPP) 100 139 169 171 210
YoY Growth (%) -19.7 -8.1 9.3 16.8 111.2
Provisions & Write offs 335 176 50 9 1
PBT -235 -37 119 163 210
Tax - - - - -1
Tax Rate (%) - - - - -
Net Profit -235 -37 119 163 211
YoY Growth (%) NM NM -18.1 13.9 NM

Source: Company, Centrum Wealth Research

From the Technical & Derivative Desk

»  The stock is moving in a strong uptrend by maintaining ‘Higher Highs Higher Lows’ on daily as well as weekly chart.

»  Though the stock has rallied by around 80% in last eleven months and more than 20% in last two months, the higher degree charts are
not showing any sign of reversal.

» However, the price and momentum oscillator on daily chart indicates a possibility of a pull-back move.

Y

Thus, one should wait for a corrective move towards 1,070 — 1,080 to initiate fresh longs as risk reward is unfavourable at current
juncture.

»  The stop-loss for the trade should be kept at 990 on closing basis. On upside, we may see%1,250 — 1,300 levels in coming months.
Exhibit 6: Technical Chart

3-BHARAT FINANCIAL - 26/04/18
EMA(CloseLine:200)

Source: Company, Centrum Wealth Research
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Financials

Income Statement

Key Ratios

Y/E Mar (InX Cr) FY16 FY17 FY18(P) FY19E FY20E Y/E Mar (In X Cr) FY16 FY17 FY18(P) FY19E FY20E
Interest Income 1,064 1,400 1,767 2,596 3,143 Operating Ratios (%)
Interest Expense 485 622 710 1,074 1,227 Calculated NIM 14.0 12.2 12,5 13.0 12.3
Net Interest Income 580 777 1,057 1,523 1,915 Empl. Cost as % to Opex 724 73.4 75.0 73.7 73.0
Other Op. Inc. 105 153 150 234 310 Cost-Income 48.3 50.0 50.4 51.3 50.0
Other Income 152 175 185 212 244 Yield on advances 20.4 18.7 18.9 18.5 18.5
Net Total Income 836 1,105 1,392 1,969 2,470  Yieldonassets 18.0 15.9 16.1 18.6 17.4
Total Op. Expenses 404 553 702 1,010 1,234 Blended cost of funds 115 10.2 9.6 11.0 9.3
Pre-Prov. Profit 433 552 690 959 1,236  Spread 8.9 8.5 93 7.5 9.2
Growth % 112.4 27.7 24.9 39.0 28.9 Effective tax rate 23.1 -50.2 -0.2 35.0 35.0
Prov. & Bad Debt W/off 39 359 235 110 76
Profit before tax 394 193 455 849 1,160  Growth Ratios (%)
Tax 91 97 1 297 406 NII 63.7 34.1 35.9 44.1 25.8
Tax Rate % 231 -50.2 0.2 35.0 350 PPP 112.4 27.7 24.9 33.0 28.9
Net Profit 303 290 455 552 754 Net Profit 61.4 -4.4 57.2 21.2 36.6
Growth % 61.4 4.4 57.2 21.2 36.6 Borrowings 56.4 38.9 6.9 56.6 21.0
Source: Company, Centrum Wealth Research, (P) = Provisional Loan Book 69.0 43.9 24.7 50.1 21.0
Profitability Ratios (%)
Balance Sheet RoA 4.2 2.8 4.0 3.4 3.8
(Y/E Mar (InZ Cr) FY16  FY17 FY18(P) FY19E  FY20E 1°F 219 118 152 155 175
Equity Share Capital 127 138 139 139 139 ‘everage 32 43 38 4.6 4.6
Reserves and Surplus 1,256 2,309 2,859 3,411 4,165
Credit Quality Ratios (%)
Net Worth 1,383 2,447 2,999 3,551 4,305
) %GNPA 0.08 5.71 2.26 0.82 0.47
Borrowings 5,130 7,125 7,617 11,929 14,439
%NNPA 0.04 2.47 0.09 0.04 0.02
Growth % 56.4 38.9 6.9 56.6 21.0
Provisioning Coverage 53.7 56.7 96.2 95.0 95.0
Current Liab. & Prov. 641 846 905 834 971
Other Liabilities 0.0 0.0 10.3 30.0 30.0 ) A
Valuation Ratios
Total Liabilities 7,154 10,418 11,531 16,344 19,745
EPS () 21.7 20.8 32.7 39.6 54.1
Cash & Bank Bal. 1,766 2,806 2,046 2,199 2,643 BV (3) 99.3 175.6 215.2 254.8 300.0
Investments 0.2 0.20 0.20 0.00 0.00 ABV (%) 991 1623 214.7 2544 308.7
Loan Book 5,210 7,495 9,347 14,034 16,987 PE (x) 526 55.1 35.0 28.9 21.2
Net Deferred Tax 0.00 0.00 0.00 0.00 0.00 PABV (x) 115 71 53 45 3.7
Fixed Assets, net 16 22 22 26 30 Source: Company, Centrum Wealth Research
Other Assets 161 94 115 85 85
Total Assets 7,154 10,418 11,531 16,344 19,745
Source: Company, Centrum Wealth Research, (P) = Provisional
Centrum Broking Ltd. 4
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Appendix

Disclaimer

Centrum Broking Limited (“CBL”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE), National Stock Exchange of India Ltd. (NSE) and MCX-SX
Stock Exchange Limited (MCX-SX). One of our group companies, Centrum Capital Ltd is an investment banker and an underwriter of securities. As a group Centrum has Investment
Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research professionals provide important inputs
into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and may receive
commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our Company and Group companies and their
officers, directors and employees, including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date of this report or
from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. CBL or its affiliates do not
own 1% or more in the equity of this company Our sales people, dealers, 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 are
inconsistent with the recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/
information inconsistent or different those made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to
or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within
us, or other areas, units, groups or affiliates of CBL. CBL and its affiliates do not make a market in the security of the company for which this report or any report was written. Further,
CBL or its affiliates did not make a market in the subject company’s securities at the time that the research report was published.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any
securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This
document does not solicit any action based on the material contained herein. It is for the general information of the clients of CBL. Though disseminated to clients simultaneously, not
all clients may receive this report at the same time. Centrum will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment
objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable
for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this
report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is
suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible for conducting his/her/their own
investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of
this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and
contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were
based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been
prepared solely by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published
guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You
should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, CBL, Centrum group, the authors of
this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and
forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. 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. We do not provide tax advice to our clients, and all
investors are strongly advised to consult regarding any potential investment. CBL and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this
report. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the
investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including
those involving futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that
you have read and understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by CBL, based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or implied
is made that it is accurate or complete. CBL has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or
information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be
reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the
public media without the express written consent of CBL. This report or any portion hereof may not be printed, sold or distributed without the written consent of CBL.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and
observe, any such restrictions. Neither CBL nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the
basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or
other media and may not be reproduced or redistributed to any other person. The distribution of this report in other jurisdictions may be restricted by law and persons into whose
possession this report comes should inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No
representation is made that this report is accurate or complete.

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of CBL and are given as of this date and are subject
to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be
consistent with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person.
Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this
document or its contents or otherwise arising in connection therewith.

CBL and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months. CBL and affiliates have not received compensation
from the companies mentioned in the report during the period preceding twelve months from the date of this report for service in respect of public offerings, corporate finance, debt
restructuring, investment banking or other advisory services in a merger/acquisition or some other sort of specific transaction.

As per the declarations given by his/her, research analyst and the author of this report and/or any of his/her family members do not serve as an officer, director or any way connected
to the company/companies mentioned in this report. Further, as declared by his/her, he/she has not received any compensation from the above companies in the preceding twelve
months. Our entire research professionals are our employees and are paid a salary. They do not have any other material conflict of interest of the research analyst or member of which
the research analyst knows of has reason to know at the time of publication of the research report or at the time of the public appearance.

While we would endeavor to update the information herein on a reasonable basis, CBL, its associated companies, their directors and employees are under no obligation to update or
keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum 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 Centrum
policies, in circumstances where CBL is acting in an advisory capacity to this company, or any certain other circumstances.

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 Centrum Broking Limited 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 distributed in Canada or used by private customers in United Kingdom.

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.
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Disclosures under the SEBI (Research Analysts) Regulations 2014

Disclosure of Interest Statement
. . . Centrum Broking Limited (hereinafter referred to as “CBL”) is a registered member of NSE (Cash, F&O
Business activities of Centrum Broking o L
1 Limited (CBL) and Currency Derivatives Segments), MCX-SX (Currency Derivatives Segment) and BSE (Cash segment),
Depository Participant of CDSL and a SEBI registered Portfolio Manager.
) Details of Disciplinary History of CBL FIBL has.r?ot been debarred/ suspended by SEBI or any other regulatory authority from accessing /dealing
in securities market.
3 Registration status of CBL CBL is registered with SEBI as a Research Analyst (SEBI Registration No. INHO00001469)
4 Whether Research analysts or relatives’ have any financial interest in the subject company No
and nature of such financial interest
Whether Research analysts or relatives have actual / beneficial ownership of 1% or more in
5 securities of the subject company at the end of the month immediately preceding the date No
of publication of the document.
6 Whether the research analysts or his relatives has any other material conflict of interest No
Whether research analysts have received any compensation from the subject company in
7 the past 12 months and nature of products / services for which such compensation is No
received
3 Whether the Research Analysts have received any compensation or any other benefits from No
the subject company or third party in connection with the research report
9 Whether Research Analysts has served as an officer, director or employee of the subject No
company
10 Whether the Research Analysts has been engaged in market making activity of the subject No
company.
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