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Change in Estimates

Current Previous
FY23E FY24E FY23E FY24E
Rating REDUCE REDUCE
Target Price 387 390
NIl (Rs.) 65,711 72,897 62,212 71,873
% Chng. 5.6 1.4
PPoP (Rs.) 57,034 62,501 54,555 62,682
% Chng. 45 (0.3)
EPS (Rs.) 59.0 70.1 63.8 73.3
% Chng. (7.5) (4.4)
Key Financials - Standalone
Y/e Mar (Rs bn) FY21 FY22E FY23E FY24E
Net Int.Inc. (Rs m) 52,445 56,096 65,711 72,897
Growth (%) 8.8 7.0 17.1 10.9
Op. Profit (Rs m) 46,662 48,810 57,034 62,501
PAT (Rs m) 27,343 21,217 32,495 38,571
EPS (Rs.) 54.1 40.2 59.0 70.1
Gr. (%) 141 (25.7) 46.8 18.7
DPS (Rs.) 9.0 8.6 9.0 9.0
Yield (%) 2.2 2.1 2.2 2.2
Margin (%) 2.4 2.3 2.4 2.3
ROAE (%) 14.1 9.5 12.9 13.7
ROAA (%) 1.2 0.8 1.1 1.2
PE (x) 7.6 10.2 6.9 5.8
P/BV (x) 1.0 0.9 0.8 0.8
P/ABV (x) 1.3 1.4 1.1 0.9
Key Data LICH.BO | LICHF IN

52-W High / Low
Sensex / Nifty
Market Cap

Rs.542 / Rs.281
60,822 /18,115

Rs.225bn/ $ 3,000m

Shares Outstanding 550m
3M Avg. Daily Value Rs.3166.66m
Shareholding Pattern (%)
Promoter’s 45.24
Foreign 24.07
Domestic Institution 14.96
Public & Others 15.73
Promoter Pledge (Rs bn) -
Stock Performance (%)

iM 6M 12M
Absolute (5.2) 5.6 32.4
Relative (8.1) (16.5) 11.7)
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LIC Housing Finance (LICHF IN)

Rating: REDUCE | CMP: Rs409 | TP: Rs387

Re-rating still distant
Quick Pointers:
" OTR at 3.1%; interest reversals stand elevated at Rs2.5bn

LICHF’s Q2FY22 earnings stood mixed. While low base led to both business
(interest income falling 3% QoQ, loans up 2.2%Qo0Q) and asset quality
improvement QoQ (stage 3 lower by 79bps QoQ to 5.14%), the elevated
interest reversals on OTR accounts (Rs2.5bn) and one-time operating costs
(actuarial impact Rs450mn) proved as a dampener. while individual Home
loan NPAs at 2.2% stood down 4bps QoQ, developer NPAs at ~24% stood
stagnant with negligible resolutions during the quarter.

Going forward, while a decent growth story remains intact for LICHF, asset
repricing on lower side, continued interest reversals (although quantum
should recede) and slower developer resolutions would remain an overhang
on the stock. Our FY22 estimates warrant a sharp cut (20%) led by PPoP
pressures during H1FY22, and incorporating persistent higher provisioning
our FY23-24 estimates stand down by avg. 6%. We reiterate REDUCE rating
shifting our target multiple to Sep’23E and maintain closer to 1x PABV as re-
rating is clearly a function of sustenance of healthy asset quality show. Our
price target now stands at Rs 387 (earlier Rs390).

" Business momentum picks-up but on a low base; NIl disappoint: Loans
at Rs2376bn stood grew 2.2%Q0Q/11.4%YoY led by individual loan growth of
15.4%Y0Y/3.5%QoQ. With Co.’s incremental focus reverting to individual
home loans that form 79% of overall mix today, the weakness in projects loans
stay as they de-grew 0.2%Y0Y/1.6%QoQ decline. Disbursements at Rs161bn
stood higher 86%QoQ coming on a low base largely aided by similar traction
in individual home loans segment. NIl declined 5% QoQ led fall in interest
income of 3%QoQ led by sizeable interest reversals of Rs2.5bn. Moreover,
LICHF had recently revised lending rates downwards to 6.6% and we reckon
the best of NIM days are behind. Going forward, with growth underperformance
(119%/15%), sluggish NIMs (2.2%) and elevated credit costs (55/28bps) to limit
return profile of the Co to 1.2%/13.6% over FY22/23.whiel we maintain our
growth estimates (11%/15%/15%) over FY22-24E, NIMs should fall to 2.2% by
FY24 post an uptick of 2.3% in FY23.

" Sustenance of healthy asset quality is the key; RoEs capped at ~14%: At
5.14% GNPA, LICHF saw individual home loan NPAs declining 4bps QoQ to
2.2%, non-housi8ng commercial NPAs falling 408bps QoQ to 14.8% and LAP
NPAs declining 123bps to 9.76%. Developer loans continue to NPAs remained
critical at 24% as resolutions stood negligible. While OTR at 3.1% that’s largely
contributing to Stagel/Stage 2 stock stands positive interest reversals are
expected to flow through each quarter ahead although the quantum should
recede. While we maintain our NPA estimates at higher order of 6%/4%/3.5%),
we tweak credit costs estimates higher to 85/50/35 bps (earlier 55/28/20 bps)
to incorporate continued higher provisioning levels. As asset quality resolutions
remain an overhang, we expect Roes to linger at 14% levels.
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PAT increases by 61.5%Qo0Q but
declines 68.7% YoY to Rs2.59bn

Exhibit 1: Q2FY22: One-off employee costs, higher provisions mar PAT

standing way below estimates [ vs. P&L (Rs m) QaFv22  qarvar  OYEL  qrevaz 0990
PLe of Rs4.59bn; CE: Rs5.96bn] Interest Income 47,080 49,690 (5.3) 48,571 (3.1)
gzg]ﬁgﬁgnoapggzrr:;%fossltus Cgn Interest Expense 35,060 37,002 (5.2) 35,500 1.2)
Net Interest Income 12,020 12,688 (5.3) 13,071 (8.0)
NIl growth was weaker with declining Other operating Inc. - - -
8%Q0Q/5.3%Y0Y to Rs12.2bn [ vs. Other Income 70 128 (45.4) 19 2622
ii "I‘;:IISRSM'%”] el o Sl in=ss Total income 12,090 12,817 G7) 13,001 (7.6)
Employee Expense 1,471 785 87.4 2,152 (31.6)
Loans at Rs 2376bn stood up Other Expenses 1,276 909 40.4 705 81.0
11.4%/2.2% YoY/QoQ and stood in- Operating Profit 9,343 11,123 (16.0) 10,233 8.7)
lllqnsez;vsl)?b?ﬁ” estimates [vs Ple: Provisions 6,253 1,030  507.0 8304  (24.7)
Tax 611 2,184 (72.0) 395 54.7
Other operating costs stood elevated Net Profit excl exceptional 2,479 7,909 (68.7) 1,534 61.5
led by unusual spike in Reported PAT 2,479 7,909 (68.7) 1,534 61.5
commission/brokerage expenses
mgr::sséng 400%+180%+QoQ/YoY Balance Sheet (Rs m)
O/S Loans 23,76,600 21,33,490 11.4  23,25,480 2.2
PPoP at Rs 9.3bn was a drag with -Individual loans 22,23,309 19,79,879 123 21,69,470 25
8.7%/16% decline QoQ/YoY and Retail Home Loans 18,83480 16,32,120 15.4  18,20,550 35
2}0321\';%)2?0\’\/ el [ (G Retail LAP / Non Core 3,39,854  3,47,759 (2.3)  3,48,822 (2.6)
-Corporate loans 1,53,291 1,53,611 0.2) 1,55,807 (1.6)
Provisions at Rs6.25bn declines -Individual loans (%)
24'7%_ QQQ but climl.)ed ~6x YoY but Retail Home Loans 93.6 92.8 0.7 93.3 0.2
ST RIS (7 (PGS (8 il Retail LAP / Non Core 79.3 76.5 2.8 78.3 1.0
GNPA at 5% increased 235bps YoY -Corporate loans (%) 14.3 16.3 (2.0) 15.0 0.7)
but declines 79bps QoQ [ vs. PLe of 6.5 7.2 0.7) 6.7 0.2)
5.5%] Incr. Disbursements
-Individual loans (%) 1,61,100 1,24,430 29.5 86,520 86.2
-Developer loans (%) 89.0 83.4 5.6 88.4 0.5
11.0 16.6 (5.6) 11.6 (0.5)
Asset quality
Gross NPL 1,22,157 59,524 105.2  1,37,901 (11.4)
Gross NPL (%) 5.14 2.79 235.0 5.93 (79.0)
Others / Ratios (%)
Yield on Loans - Calc 8.0 9.4 (1.4) 8.4 (0.4)
Cost of Borrowings - Calc 6.7 7.6 (0.9) 6.9 (0.2)
Spread 1.28 2.21 (0.9) 1.48 (0.2)
NIMs 2.05 2.40 0.4) 2.25 0.2)
Cost/ Income Ratio 22.72 13.21 9.5 21.83 0.9
Source: Company, PL
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KTAs of LICHF Q2FY22 Earnings Con call

Business - Strong growth of 15% YoY in individual home loan. Disbursements
during Q2FY22 was 132% of pre-covid level. Balance transfer in last 6 months
stood at 1-1.5%.

NIMs — margins down YoY and QoQ due to interest income reversal on OTR
accounts to an extent of Rs 2500 mn in Q2FY22. Interest reversal impacted
margins by 22-23 bps in Q2FY22. As economic condition and cash flow of
borrowers is improving the restructured accounts will come out in subsequent
quarters and interest write back is expected on this OTR accounts. NIMs will
improve to 2.25% to 2.5% in next 2-3 quarters.

Spreads - Fall in cost of funds (by ~12 bps) has improved the spreads
marginally to 1.99% in Q2FY22 from 1.92% in Q1FY22. Bond repayments of
Rs 220-230bn is expected in next 12 months.

Credit cost - Overall credit cost will continue to trend downwards due reduction
in NPA in upcoming quarters.

Opex - Rise in expenses due to one-time payment of arrears. Establishment
expenses will be in the range of Rs 900-1000mn going ahead.

Provisions - Covid-19 related provision stood at Rs 3144mn and total ECL
provisions stood at Rs 53549mn as of Q2FY22.

Asset quality — Individual Home loans - 2.25%, Non housing commercial -
14.83%, Non housing Individual (LAP) - 9.76%. No addition in NPAs of
developer segment. In non-housing segment recovery of Rs 1000mn in
Q2FY22 whereas in developer segment recovery was in 2 small digits.

Restructured accounts - Total restructured loans stood at Rs 73bn (OTR 1 +
OTR 2) which is 3.1% of total loan book and mostly in stage 1 and 2. OTR 2 of
Rs 20.78bn is mainly in retail segment (ATS Rs 25- Rs 30 lakhs). Impact of
OTR expected to come down in next 2-3 quarters.

Collection efficiency - Regular collection efficiency on performance account
is ~ 99%.

Capital - Capital adequacy is adequate at this stage.

Others - LICHF has tied up with IPPB for cross selling home loans, which will
improve its reach in tier | and tier Il cities.
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Exhibit 2: Marginal uptick in Loan growth
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Exhibit 3: Strong QoQ growth in retail disbursements

Exhibit 4:

Increasing Project loan disbursements QoQ
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Exhibit 5: Individual Loan share remained largely stable

Source: Company, PL

Exhibit 6: CoF declined by 20 bps QoQ
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Exhibit 7: NIM declined by 11bps on QoQ basis Exhibit 8: Asset quality improved QoQ
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Exhibit 9: Change in Estimates: we incorporate higher credit costs, elevated NPAs over FY22/23/24

(Rs mn) old Revised % change

FY21E FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E
Net interest income 55,381 62,212 71,873 56,096 65,711 72,897 1.3% 5.6% 1.4%
Operating profit 49,021 54,555 62,681 48,810 57,034 62,501 -0.4% 4.5% -0.3%
Net profit 26,777 35,120 40,346 21,217 32,495 38,571 -20.8% -7.5% -4.4%
EPS, Rs. 50.7 63.8 733 40.2 59.0 70.1 -20.8% -7.5% -4.4%
Price target, Rs. 390 387 -0.7%
Recommendation REDUCE REDUCE
Source: PL

Exhibit 10: Maintain REDUCE; TP revised downwards to Rs 387

PT calculation and upside

Fair price — EVA 509
Fair price - P/ABV 266
Average of the two 387
Target P/ABV 0.9
Target P/E 7.8
Current price, Rs 409
Upside (%) -5%
Dividend yield (%) 2%
Total return (%) -3%

Source: Company, PL

Exhibit 11: Asset quality overhang to cap valuation multiple uptick

—P/ABV =3 yravg. avg. +1 SD avg.-1SD

15 1 :TAWAH\#'N AUM.\ TS Mg

1.0 4

{

0.5

Jan-18

Apr-18
Jul-18
Oct-18 A
Jan-19 -
Apr-19
Jul-19 1
Oct-19 A
Jan-20 1
Apr-20
Jul-20 A
Oct-20
Jan-21 1
Apr-21 A
Jul-21 1
Oct-21 -

Source: Company, Bloomberg, PL

October 22, 2021 5




P

LIC Housing Finance

Income Statement (Rs. m)

Quarterly Financials (Rs. m)

Y/e Mar FYy21 FY22E FY23E FY24E Y/e Mar Q3FY21 Q4FY21 Q1FY22 Q2FY22
Int. Inc. / Opt. Inc. 1,96,971  2,10,301  2,44,097 2,83,842 Int. Inc. / Operating Inc. 49,067 49,677 48,571 47,080
Interest Expenses 1,44,526  1,54,206 1,78,386  2,10,945 Income from securitization - - - -
Net interest income 52,445 56,096 65,711 72,897 Interest Expenses 35,951 33,929 35,500 35,060

Growth(%) 8.8 7.0 17.1 10.9 Net Interest Income 13,117 15,748 13,071 12,020
Non-interest income 1,506 1,643 1,731 1,827 Growth (%) 2.4 36.2 5.5 (5.3)
Growth(%) 133.8 9.1 5.4 55 Non-Interest Income 173 (33) 19 70
Net operating income 53,951 57,738 67,442 74,724 Net Operating Income 13,289 15,715 13,091 12,090
Expenditures Growth (%) 3.7 40.0 7.9 (5.7)
Employees 2,932 4,105 4,720 5,428 Operating expenditure 1,784 2,423 2,857 2,747
Other Expenses 4,358 4,573 5,488 6,585 PPP 11,506 13,292 10,233 9,343
Depreciation 494 251 199 209 Growth (%) - - - -
Operating Expenses 7,289 8,678 10,208 12,014 Provision 1,810 9,772 8,304 6,253
PPP 46,662 48,810 57,034 62,501 Exchange Gain / (Loss) - - - -
Growth(%) 10.5 4.6 16.9 9.6 Profit before tax 9,696 3,520 1,929 3,090
Provisions 13,176 20,456 13,610 10,956 Tax 2,426 (469) 395 611
Profit Before Tax 33,486 28,353 43,425 51,545 Prov. for deferred tax liability - - - -
Tax 6,142 7,137 10,930 12,974 Effective Tax Rate 25.0 (13.3) 20.5 19.8
Effective Tax rate(%) 18.3 25.2 25.2 25.2 PAT 7,270 3,989 1,534 2,479
PAT 27,343 21,217 32,495 38,571 Growth 22 5) (81) (69)

Growth(%) 13.8 (22.4) 53.2 18.7
AUM 22,01,97 23,20,03 23,2548 23,76,60

Balance Sheet (Rs. m) 0 0 0 0

Yle Mar FY21 FY22E FY23E FY24E YoY growth (%) 57 10.2 108 114
Source of funds Borrowing 19,5534 21,51,12 20,6391 21,6887
Equity 1,010 1,101 1,101 1,101 0 1 0 2
Reserves and Surplus 204203 238292 264,835 207,455 _ YOYgrowth (%) 5.7 125 9.6 14.0
Networth 205213 239,393 265936 298556 Key Ratios

Growth (%) 128 16.7 111 123 vie Mar FY2L  FY22E  FY23E  FY24E
Loan funds 20,78,615 23,17,726 26,61,400 31,05,061 CMP (Rs) 209 209 209 209
Growth (%) 8.6 115 148 167 £ps(Rs) 54.1 40.2 59.0 70.1
Deferred Tax Liability - - - * Bookvalue (Rs) 4064 4349 4831 5424
Other Current Liabilities 71,080 1,15,275 1,33,343 1,36,010 Adj. BV(Rs) 316.8 286.8 371.4 248.9
Other Liabilities 1,425 1,553 1,848 2,199 PIE() 76 10.2 6.9 5.8
Total Liabilities 23,56,333 26,72,394 30,60,679 35,39,627 PIBV(X) 10 09 08 08
Application of funds PIABV(x) 13 1.4 11 0.9
Net fixed assets 3,732 3,983 4,183 4,392 DPS (Rs) 9.0 8.6 9.0 9.0
Advances 22,81,143 25,32,068 29,11,879 33,48,660 Dividend Payout Ratio(%) 200 26.9 183 15.4
Growth (%) 9.7 110 150 150 piidend Yield(%) 22 21 22 22
Investments 46,356 59,527 61,290 63,845
Current Assets 13,549 37,462 37,752 41484 AssetQuality
Net current assets (57,531)  (77,813)  (95,591)  (94,527) Y/e Mar Fy2l ~ FY22E  FY23E FY24E
Other Assets 11,553 39,353 45,577 81,246 Gross NPAs(Rs m) 93,033 1,51,626 1,27,676 1,16,476
Total Assets 23,56,333 26,72,394 30,60,680 35,39,627 Net NPA(Rs m) 60,325 1,08,690 82,018 68,627
Growth (%) 8.7 13.4 145 15.6 Gross NPAs to Gross Adv.(%) 4.1 6.0 4.4 35
Business Mix Net NPAs to net Adv.(%) 2.6 4.3 2.8 2.0
AUM 22,81,143 25,332,068 29,11,879 33,48,660 NPA coverage(%) 35.2 28.3 35.8 411
Growth (%) 9.7 11.0 15.0 15.0 DU-Pont as a % of AUM
On Balance Sheet 22,81,143 25,32,068 29,11,879 33,48,660 Ve Mar Yol FV2oE Fv23E FyoaE
% of AUM 100.00 100.00 100.00 100.00
Off Balance Sheet - - - - Nl 23 22 23 22
% of AUM ) ) ) ) NIl INCI. Securitization 2.3 2.2 2.3 2.2
Total income 24 2.3 24 2.3

Profitability & Capital (%) Operating Expenses 0.3 0.4 0.4 0.4

Y/e Mar FY21 FY22E FY23E FY24E PPOP 2.1 1.9 2.0 1.9
NIM 2.4 23 2.4 2.3 Total Provisions 0.6 0.8 0.5 0.3
ROAA 1.2 0.8 11 1.2 ROAA 1.3 0.8 1.1 1.2
ROAE 14.1 9.6 12.9 13.7 Avg. Assets/Avg. net worth 11.2 11.3 11.3 11.7

Source: Company Data, PL Research ROAE 14.1 9.5 12.9 13.7

Source: Company Data, PL Research
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Price Chart Recommendation History

R No. Date Rating TP (Rs.) Share Price (Rs.)
57 1 05-Oct-21  Reduce 390 448
o 2 30-Jul-21  Reduce 390 410
3 06-Jul-21  Hold 469 472
%8 4 17-Jun-21  Hold 471 495
288 5 06-Apr-21  Hold 420 418
6 30-Jan-21  Hold 420 396
o ﬁ 9 -‘3 8 8 ﬂ &' 7 11-Jan-21  Hold 455 442
8 E 8 ;C_ZL g ;CEL g 8 12-Nov-20 Hold 316 324
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 BajajFhance . BUY  909%6 1724
2 Cholamandalam Investment and Finance Company BUY 739 594
3 HDFC BUY 3,214 2,741
4 L&T Finance Holdings Reduce 80 85
5 LIC Housing Finance Reduce 390 448
6 Mahindra & Mahindra Financial Services Reduce 168 185
7 Manappuram Finance Hold 199 184
8 Muthoot Finance BUY 1,780 1,521
9 SBI Cards and Payment Services Accumulate 1,205 1,097
10 Shriram Transport Finance Accumulate 1,453 1,384
PL’s Recommendation Nomenclature (Absolute Performance)
Buy  >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell 1 <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
October 22, 2021 7
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ANALYST CERTIFICATION
(Indian Clients)

Well, Ms. Shweta Daptardar- MBA-Finance, Mr. Pravin Mule- MBA (Finance), Mcom (Accounts) 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 in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
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
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