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= Sale of the housing finance subsidiary: Poonawalla Fincorp (PFL), in its board meeting following person(s) are responsible for the
held on 14-Dec-2022, approved the sale of its housing finance subsidiary — Poonawalla production of the recommendation:
Housing Finance (PHFL) — to TPG (Perseus SG Pte., an entity affiliated with TPG Global, Manjith Nair
LLC). The deal has been struck at Rs39bn, which values PHFL at a trailing Sep-22 manjith.nair@emkayglobal.com
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P/BVPS of 3.4x. This is broadly in line with our TP implied trailing Sep-22 valuation of 3.3x
for the consolidated entity. As per our interactions with the management, post the approval
from the respective regulatory authorities, shareholders and lenders, the deal is expected
to be completed within 3-6 months. As of Sep-22, PFL (standalone) had an AUM of

~Rs129bn and reported RoA of 4%, while PHFL’s AUM stood at ~Rs56bn and RoA at Nemin Doshi
2.4%. nemin.doshi@emkayglobal.com
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= Stated rationale for the transaction: The sale is in line with one of Poonawalla Fincorp’s

stated ‘Vision 2025’ objectives — of value unlocking of the housing finance subsidiary.
Management believes the transaction will help them focus on maximizing value creation
by optimizing resource allocation and increasing Management focus on the business
needs of the standalone entity. With rapid growth in the digital ecosystem, Management
believes that the growth opportunities for PFL are aplenty. PFL is expected to continue
building a strong retail franchise in consumer and MSME financing.

= Management guidance on the way forward: PFL has laid out a six-fold future roadmap
for the standalone business which includes:

= focus on tech-led growth by leveraging technology and digital capabilities. PFL
targets AUM growth of 35-40% YoY over the next 3 years;

= risk-calibrated growth and operational efficiencies to aid in achieving constant RoAs
of 4-4.5%;

= net NPAs expected to remain below 1%, on the back of prudent underwriting and
collection capabilities;

= branch and manpower rationalization to reduce operating expenses;

= with PFL already being well-capitalized and having one of the lowest CoFs, the sale
is expected to grant further strength for exponential growth over the next 5-7 years,

= deep capital base to enable PFL to explore deep investments in technology and
analytics through both, the organic and inorganic routes.

= Qur view: Poonawalla Fincorp’s existing consolidated portfolio is a dichotomy — of the old
world legacy-acquired Magma Fincorp portfolio comprising of CV/CE/Agri/affordable
housing loans that resides beside the digital-first-technology-led, mainly urban,
consumer/SME loans that originated post the acquisition of Magma. As of Q2FY23, the
PFL portfolio comprises of housing loans (incl. PHFL DSA acquired) at ~30%, unsecured
PL/BL and loans to professionals at ~27%, pre-owned car loans at ~12%, legacy magma
book at ~8%, other acquired loans at ~14%, with auto lease and LAP constituting the rest.
The legacy CV loans in the standalone entity were expected to run down by Q1FY24. Now,
with the sale of Poonawalla Housing Finance expected to be culminated during H1FY24,
the business will become a purely technology-led, asset-light retail consumer/SME play.

= PFL'’s consolidated portfolio excluding the legacy CV/CE loans and mortgage portfolio will
primarily be composed of LAP (11%), pre-owned car loans (20%), unsecured
personal/business loans (44%), DA acquired portfolio of 23% and the rest in auto lease.
In our assessment, almost two-thirds of the portfolio would be unsecured loans, while the
rest would be quasi secured, like LAP and pre-owed car loans.
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= Based on our interactions with the management, the contractual duration of LAP is 9-10
years, of pre-owned car loans is ~4 years, while that of unsecured personal loans is 3-5
years. In the behavioral perspective, we expect the portfolio to have a tenure of <5 years.

= Management guidance points to strong growth of 35-40% YoY and RoA of 4.0-4.5% over
the next three years. Taking into account earlier guidance of tripling the FY21 loan book
by FY25, Management expects the loan book to be in excess of Rs300bn by FY25 (FY21
portfolio excluding PHFL was ~Rs100bn). In our view, while the affordable housing
business provided limited scope for cross selling the technology-led consumer products
that PFL envisaged, the presence of the mortgage book, nevertheless, gave the much
needed stability and longevity to the overall portfolio. Our key concern regarding the
transaction pertains to the shorter duration of the portfolio, post the sale of the housing
finance business. The post-sale loan book, primarily comprising of unsecured loans, pre-
owned car loans and LAP, is vulnerable to a higher degree of churn, given its relatively
lower duration vis-a-vis home loans. This would imply a significantly-higher disbursement
rate than currently envisaged. While the firm is more than adequately capitalized (Q2FY23
standalone CAR: 44.9%), we remain cautious of the impact of prolonged high interest rates
on the consumer loans segment.

= Considering the ambiguity around operational plans, in terms of composition of product
segments, and cost structure/credit costs associated with these, we retain our HOLD rating
with unchanged Sep-23E TP of Rs270.We will revisit our estimates post further
clarification from the management.

Please see our sector model portfolio (Emkay Alpha Portfolio): BFSI-NBFCs

Exhibit 1: Loan book composition — Pre-Sale Exhibit 2: Loan book composition — Post-sale
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Source: Company, Emkay Research’ Note: *based on Sep-22 data Source: Company, Emkay Research; Note: *based on Sep-22 data

Exhibit 3: We estimate BVPS accretion of 32% post-sale of the housing finance subsidiary

Standalone Net worth - Sep'22 (Rs mn) 60,180
Profit from sale* (Rs mn) 24,139
Standalone Net worth Post-sale (Rs mn) 84,320
No. of shares (mn) 765
Consolidated BVPS Pre-sale (Rs) (A) 84
Standalone BVPS Pre-sale (Rs) 79
Standalone BVPS Post-sale (Rs) (B) 110
BVPS accretion (Rs) (B-A) 27
BVPS accretion (%) 32%

Source: Company, Emkay Research, Note: *Profit has been derived as: Consideration amount - Book value of
investment IN PHFL as of Mar'22 - Profit of PHFL for H1LFY23, post applying capital gains tax of 20% on the transaction
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RECOMMENDATION HISTORY (Rs/share) RECOMMENDATION HISTORY (Rs/share)

Date Clopsriirég TP Period Rating Analyst m—— BUY Hold Sell
= Accumulate s Reduce — Price

02-Dec-22 308 270 12m  Hold  Manijith Nair 350 Target Price

24-Oct-22 319 270 12m Hold  Manijith Nair 282

29-Jul-22 267 270 12m  Hold  Manjith Nair

14-May-22 248 250 12m Hold  Manijith Nair 2

03-Apr-22 280 240 12m  Hold  Manjith Nair 146

29-Oct-21 166 205 12m  Buy  Manjith Nair 8 W

Source: Company, Emkay Research 10

16-Dec-19
14-Jun-20
12-Dec-20
11-Jun-21
09-Dec-21
08-Jun-22
06-Dec-22

Source: Bloomberg, Company, Emkay Research
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.

BUY Over 15%
HOLD Between -5% to 15%
SELL Below -5%

Completed Date: 15 Dec 2022 08:56:09 (SGT)
Dissemination Date: 15 Dec 2022 08:57:09 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INHO00000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst 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 or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any
or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. 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 EGFSL 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. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. 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. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and 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 Financial Institutions Regulatory Authority (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 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, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

L An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse,
minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (i) another person accustomed or obliged to act in accordance with the directions
or instructions of the analyst.

2 Financial interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant, or
financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending conducted at the
arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in
securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of December 14,
2022

2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report
Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research
report during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have any material conflict of interest in the
securities recommended in this report as of December 14, 2022.

5. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have actual/beneficial ownership of 1% or more
securities of the subject company at the end of the month immediately preceding the December 14, 2022

6. EGFSL, its subsidiaries and/or other affiliates and Research Analyst have not received any compensation in whatever form including compensation
for investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking
or brokerage services from securities recommended in this report (subject company) in the past 12 months.

7. EGFSL, its subsidiaries and/or other affiliates and/or and Research Analyst have not received any compensation or other benefits from securities
recommended in this report (subject company) or third party in connection with the research report.

8.  Securities recommended in this report (Subject Company) has not been client of EGFSL, its subsidiaries and/or other affiliates and/or and
Research Analyst during twelve months preceding the December 14, 2022

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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RESTRICTIONS ON DISTRIBUTION

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

General located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.

Australia This report is not for distribution into Australia.

Hong Kong This report is not for distribution into Hong Kong.

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia This report is not for distribution into Malaysia.
This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 16800306E) or DBSVS (Company Regn. No.
1860024G) both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary

Singanore Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign entities,

9ap affiliates or other foreign research houses pursuant to an agreement under Regulation 32C of the financial Advisers

Regulations. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with
the report.

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

United Kingdom

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised
and regulated by the Financial Conduct Authority in the United Kingdom.

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is directed at
persons having professional experience in matters relating to investments. Any investment activity following from this
communication will only be engaged in with such persons. Persons who do not have professional experience in matters relating
to investments should not rely on this communication.

Dubai International
Financial Centre

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608-610, 6" Floor, Gate
Precinct Building 5, PO Box 506538, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank
Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for
professional clients (as defined in the DFSA rulebook) and no other person may act upon it.

United Arab Emirates

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes
only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell any
financial product. It does not constitute a personal recommendation or take into account the particular investment objectives,
financial situation, or needs of individual clients. You should contact your relationship manager or investment adviser if you
need advice on the merits of buying, selling or holding a particular investment. You should note that the information in this
report may be out of date and it is not represented or warranted to be accurate, timely or complete. This report or any portion
thereof may not be reprinted, sold or redistributed without our written consent.

United States

DBSVUSA did not participate in its preparation. The research analyst(s) named on this report are not registered as research
analysts with FINRA and are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule
2241 restrictions on analyst compensation, communications with a subject company, public appearances and trading securities
held by a research analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility for
its contents. This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to
such other institutional investors and qualified persons as DBSVUSA may authorize. Any U.S. person receiving this report
who wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

Emkay Global Financial Services Ltd.
CIN - L67120MH1995PLC084899

7th Floor, The Ruby, Senapati Bapat Marg, Dadar - West, Mumbai - 400028. India
Tel: +91 22 66121212 Fax: +91 22 66121299 Web: www.emkayglobal.com
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