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CAN FIN Homes Limited

An all-round healthy show

Can Fin delivered a 3%/5%/6% NII/PPOP/PBT beat aided by 1) healthy originations
(up 30% qoq), 2) stabilized loan transfers (BT Out at ~Rs1.1bn; ann. portfolio run-off
rate at 14%), 3) sustained back-book repricing (calculated PY improvement of 30bps
qogq; reinstatement of discounts on 1st anniversary), 4) benign NPL trends (negligible
net slippages) and 5) marginal credit cost (adjusted for migration to ECL provisioning).

Strong growth outlook reiterated

Management retained 18% disbursement growth target for the year. In our view, the
growth momentum should largely continue even amidst the MD & CEO transition given
a) the organization has developed an inherent rigor for growth, b) the property markets
remain buoyant both in terms of transactions and price trends (KTK & TL are two largest
markets for Can Fin contributing 43-44% of portfolio), and c) Can Fin’s relative pricing
has become more competitive v/s larger banks and HFCs (rack rate and incr. yield
difference has come down to 50-100 bps from >100 bps some months ago).

Credit cost estimate lowered to 12-14 bps (from 20-24 bps)

Can Fin moved to ECL provisioning from IRAC provisioning in the current quarter, since
ECL requirement was higher at Rs2.1bn v/s Rs2.05bn under IRAC. This shift led to
provision release of Rs210mn on NPLs and higher provisions of Rs330mn on Std.
Assets (incl. undisbursed line of credit). Adjusted for this one-time migration impact,
the credit cost was marginal since net NPL addition was negligible. Restructured book
stood at Rs6.5bn (Rs7.05bn with accrued interest), and the co. is carrying provisions of
Rs670mn on it. The billing will start from December and management has lowered its
expectation of slippages to 5% from 7% earlier. NPL recoveries of Rs490mn are
expected in ensuing quarters, and thus GNPL is estimated to remain around 0.6%.
Stage-2 assets excl. restructured loans stood at ~Rs11bn (3.5% of loans).

NIM to stabilize after witnessing a significant decline in recent quarters
Incremental portfolio yield for the quarter was 9.02% (rack rate at 8.75%) and
incremental CoF was 6.5%. No rate increase was taken in Q2 FY23 (rack rate was raised
by 25 bps in June), but co. plans to hike rates in coming months to mitigate likely further
increase in funding cost (CP & Bank Loans re-pricing). Can Fin had disbursed Rs52bn in
H2 FY22 wherein discounts will get reinstated in H2 FY23. Management expects to
sustain current Spread/NIM of 2.5%/3.5% in the near term.

Estimate avg 1.9% RoA/17% RoE over FY22-24

We reinstate BUY rating on Can Fin (had put the stock under review post the
development of MD & CEQO'’s resignation) with a 12m PT of Rs640. We model a
conservative disbursement/loan CAGR of 12%/16% over FY22-24 keeping a buffer for
execution slippage/macro slowdown. Margins over longer run are expected to correct
for continuously delivering above-industry growth. However, we still see Can Fin
delivering avg 1.9% RoA/17% RoE over FY22-24 with an earnings CAGR of 18%.
Investment risk-reward is attractive at current valuation of 1.7x FY24 P/ABV.

Exhibit 1: Result table

(Rs mn) Q2FY23 Q1FY23 % qoq Q2 FY22 % yoy
Operating Income 6,575 6,112 7.6 4,678 40.6
Interest expended (4,010) (3,561) 12.6 (2,708) 48.1
Net Interest Income 2,565 2,551 0.5 1,970 30.2
Operating expenses (405) (405) 0.0 (342) 18.3
PPOP 2,161 2,150 0.5 1,628 32.7
Provisions (132) 37 (458.5) 62 (313.2)
PBT 2,028 2,187 (7.2) 1,690 20.0
Reported PAT 1,417 1,622 (12.6) 1,236 14.6

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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INSTITUTIONAL EQUITIES

KEY CON-CALL HIGHLIGHTS

Disbursements & Loan Growth

Overall good business momentum despite increased rates, inflation, and higher property
prices - Salaried segment witnessing better growth than SENP.

On an average 10-12% increase in property prices seen in some locations.

Along with KTK (21-22% share), TL (21-22%) has been growing strongly - thus company has
added branches in these states in recent months.

Demand traction strong in both affordable and non-affordable segments and across locations
(slower in Kerala and NCR).

Plan to grow at 18-20% for next 3-4 years while keeping the risk fabric/parameters unaltered
- not targeting any particular market share.

While company would be start small-ticket developer finance, the overall share of this
business would not cross 0.5% in next 2 years.

Would be adding 10-15 branches per annum - new branches take 8-9 months to achieve
break-even.

Planning to raise equity capital before March, but not the full amount of Rs10bn.
DSA share in originations at 79% (rest by own Branches) - no sourcing from Canara Bank.

Head hunting agency has been appointed for hiring an external MD & CEO - appointment
will likely happen before December (Deputy MD would oversee the company in the interim).

Company also in the process of hiring (replacement) CRO and CFO, as the Board has decided
to professionalize the senior management (hire from the market).

NIM, Yield/CoF & Opex

Will maintain Spread/NM of 2.5%/3.5% in the coming quarters - however, the Spread/NM
would be 2.4%/3% in longer run while maintaining the current growth momentum.

Incremental portfolio yield at 9.02% (rack rate starting from 8.75%) and Incremental CoF at
6.48% - no rate increase was taken in Q2, but there is a plan to hike in coming months.

Borrowing mix will not change significantly in coming quarters - CP and Bank Funding share
will not decline much from current levels - co would remain agnostic to the funding sources
and would dynamically pursue the right mix at the right cost.

Market borrowings cost is below 5% - deposits cost is higher than average CoF for the
company.

Unutilized bank lines at Rs39bn and another Rs10-15bn under finalization.

Lower emp cost qoq due to lower AS 15 provisions (yield curve movement was sharp in
previous quarter).

Asset Quality & Credit Cost

Net NPLs on like-to-like basis (under IRAC) declined qoq from 0.3% to 0.28%.

Net slippages were Rs10mn in Q2 FY23 - Gross slippages were Rs120mn and Upgraded +
Recoveries were Rs130mn.

Full-year credit cost guidance lowered to 12-14 bps for FY23 (earlier 20-24 bps) - credit cost
at 4 bps (annualized 16 bps) for the quarter - no write-off in past 2 years.

Moved to ECL model provisioning from IRAC in the current quarter since ECL requirement
was higher at Rs2.1bn v/s Rs2.05bn under IRAC - this shift led to provision release of
Rs210mn on NPLs and higher provisions of Rs330mn on Std. Assets (incl. undisbursed line
of credit) - going forward provionsing will be as per ECL model.

O/s POS of restructured book at Rsé.5bn (Rs7.05bn with accrued interest) - Rs620mn
closed/recovered from the original POS amount.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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= Company is carrying Rs670mn provision on the restructured pool.

= Only Rs10mn NPL in the restructured portfolio - latest expectation is of about 5% slipping
(Rs300-320mn) over time (earlier estimate was 7%) - billing will start from December
onwards.

= Recoveries from Rs490mn worth of NPLs being pursued, and thus GNPLs would remain
around 0.6% despite some slippages from restructured book.

= Stage-2 assets at Rs17.5bn (incl. the restructured pool).

Exhibit 2: Business Data

(Rs mn) Q2FY23 Q1FY23 % qoq Q2 FY22 % yoy
Loan Book 288,230 275,380 4.7 235,850 22.2
Salaried 213,480 204,490 4.4 174,540 22.3
Housing 195,620 187,670 4.2 161,240 21.3
Top-up Personal 8,520 7,950 7.2 6,250 36.3
Mortgage/Flex LAP 7,290 6,870 6.1 5,250 38.9
Loans for sites 1,710 1,660 3.0 1,500 14.0
Others 340 340 - 300 13.3
Non-Salaried 74,540 70,680 55 61,120 220
Housing 62,280 59,170 5.3 51,710 20.4
Top-up Personal 3,360 3,060 9.8 2,580 30.2
Mortgage/Flex LAP 7,630 7,220 5.7 5,680 34.3
Loans for sites 710 660 7.6 610 16.4
Others 560 570 (1.8) 540 3.7
Staff Loans 210 210 - 180 16.7
Source: Company, YES Sec
Exhibit 3: Key Ratios
(VA] Q2FY23 Q1FY23 chg qoq Q2FY22 chg yoy
NIM 3.6 3.6 (0.1) 3.5 0.0
Yield 8.6 8.5 0.1 8.0 7.0
Cost of Funds 6.0 5.8 0.2 5.6 0.5
Spread 2.5 2.7 (0.2) 24 0.1
Cost to Income* 15.8 15.8 (0.1) 17.4 (1.6)
Gross NPA 0.6 0.7 (0.0) 0.8 (0.2)
Net NPA 0.4 0.3 0.1 0.5 (0.1)
PCR* 43.4 54.4 (11.0) 40.4 3.0
RoA 2.1 24 (0.3) 21 (0.0)
RoE 16.8 20.0 (3.2) 16.4 0.4

Source: Company, YES Sec;

*Calculated.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 4: 1-yr rolling P/ABV band Exhibit 5: 1-year rolling P/ABV vis-a-vis the mean
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FINANCIALS

Exhibit 6: Balance Sheet

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity and Liabilities

Equity Capital 266 266 266 266 266
Other Equity 21,234 25,832 30,400 35,722 42,027
Shareholder's funds 21,501 26,098 30,666 35,988 42,294
Financial Liabilities 188,114 193,480 248,311 288,031 335,547
Trade payables 42 43 56 56 56
Debt Securities 38,096 48,915 60,720 70,435 82,057
Borrowings (excl. debt securities) 145,309 138,562 179,818 208,589 243,007
Deposits 3,051 4,425 4911 5,697 6,636
Other Financial Liabilities 1,616 1,535 2,806 3,255 3,792
Non-Financial Liabilities 821 1,159 467 513 565
Provisions 662 1,023 255 280 308
Other non-financial liabilities 159 137 212 233 257
Total Liabilities + Equity 210,436 220,737 279,443 324,533 378,406
Assets

Financial Assets 209,457 219,670 278,352 323,365 377,156
Cash and Cash Equivalents 3,723 8 27 661 2,051
Bank balances 201 208 3,214 2,250 1,000
Receivables 3 7 11 11 11
Loans 205,257 218,915 263,781 308,556 360,070
Investments 243 496 11,260 11,823 13,951
Other Financial Assets 30 &7/ 59 65 72
Non- Financial Assets 979 1,067 1,092 1,167 1,250
Current tax assets (Net) 240 183 230 264 304
Deferred tax assets (Net) 339 455 477 501 526
Property, Plant and Equipment 379 378 346 364 382
Other Non-Financial Assets 20 51 38 38 38
Total Assets 210,436 220,737 279,443 324,533 378,406

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 7: Income statement

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Income from Operations 20,304 20,181 19,878 25,263 30,868
Interest expense (13,442) (12,083) (11,535) (15,507) (19,494)
Net interest income 6,862 8,098 8,343 9,756 11,374
Non-interest income 0 3 7 10 13
Total operating income 6,862 8,101 8,350 9,766 11,387
Total operating expenses (1,076) (1,240) (1,530) (1,721) (1,962)
PPoP 5,786 6,861 6,820 8,045 9,425
Provisions (603) (685) (469) (435) (609)
Profit before tax 5,183 6,176 6,351 7,610 8,815
Taxes (1,422) (1,615) (1,640) (2,055) (2,276)
Net profit 3,761 4,561 4,711 5,555 6,540

Source: Company, YES Sec

Exhibit 8: Growth and Ratio matrix

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

Net interest income 23.0 18.0 3.0 16.9 16.6
Total op income 221 18.0 3.1 17.0 16.6
Op profit (pre-provision) 23.0 18.6 (0.6) 18.0 17.2
Net profit 26.8 21.3 3.3 17.9 17.7
Advances 12.6 6.7 20.5 17.0 16.7
Total Borrowings 335 (4.6) 29.8 16.0 16.5
Total assets 12.4 4.9 26.6 16.1 16.6

Profitability Ratios (%)

NIM 3.5 3.8 3.4 34 34
Return on Avg. Equity 19.1 19.2 16.6 16.7 16.7
Return on Avg. Assets 1.9 2.1 1.9 1.8 1.9

Per share ratios (Rs)

EPS 28.2 34.2 35.4 41.7 49.1
Adj. BVPS 153.1 185.9 224.2 257.8 303.2
DPS 2.0 2.0 1.5 1.5 1.5
Other key ratios (%)

Loans/ (Borr. + Dep.+Debt) 110.1 1141 107.5 108.4 108.6
Cost/Income 15.7 15.3 18.3 17.6 17.2
Gross NPLs/Loans 0.8 0.9 0.6 0.8 0.8
Credit Cost 0.3 0.3 0.2 0.2 0.2
Net NPLs/Net loans 0.5 0.6 0.3 0.5 0.5
Tax rate 27.4 26.2 25.8 27.0 25.8
Dividend yield 0.4 0.4 0.3 0.3 0.3

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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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. 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

CAN FIN Homes Limited

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 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 YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited 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.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ 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 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 by YES Securities (India) Limited only 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 or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4t" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | I< research@ysil.in
Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL:
IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | RESEARCH
ANALYST: INHO00002376 | INVESTMENT ADVISER: INAOOO007331 |
Sponsor and Investment Manager to YSL Alternates Alpha Plus Fund (CAT
11l AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)
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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.
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or services other than investment banking or
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YSL has received any compensation or other
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in connection with the research report
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10  market making activity for the subject No
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a SEBI registered stock broker holding
membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI registered
Category | Merchant Banker, Investment Adviser and a Research
Analyst. YSL offers, inter alia, trading/investment in equity and other
financial products along with various value added services. We hereby
declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.

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



		2022-10-18T23:20:38+0530
	RAJIV DHILAN MEHTA


		2022-10-18T23:27:44+0530
	Manuj Oberoi




