CanFin Homes (canHom)

CMP: ¥ 534

Target: ¥ 625 ( 17%)

Target Period: 12 months
January 2, 2023

In sweet spot; continued growth to drive valuation...

About the stock: CanFin Homes (CFHL) was promoted by Canara Bank in 1987,
with ~30% stake as of September 2022. The HFC is spread across 204 locations
across 21 states and UTs with south contributing ~72% of loans and focus on tier Il
& Il cities. Most borrowers are first time home buyers with average age of 35 years.

e Housing loans comprise ~90% of advances of which ~74% is to salaried
customers

e The company caters to customers in the mid & affordable segment with
average ticket size being ¥ 22 lakh for housing and % 8 lakh for non-housing
loans

Key triggers for future price performance:

e Rising demand for own house, improved affordability, government support
(PMAY) and low mortgage penetration in India remain catalysts for
sustainable growth in the housing finance segment.

e CFHL's focus on non-metro cities (predominantly tier Il & Il cities) with
relatively lower competitive pressure and well defined process oriented
credit disbursement is seen aiding business growth with low risk volatility

e The management’'s comment in the recent past with increasing proportion
of LAP to further support AUM and NIM trajectory

e Strong parentage and consistent superior asset quality enables it to keep
cost of funds lower & leverage higher, thus enabling better margins & RoE

e Stringent cost control with Cl ratio at 16-17% ensures continued focus on
maximising productivity, which, in turn, would benefit earnings trajectory

e Exhibited superior asset quality in the past. Focus on salaried segment &
strong underwriting practices enable it to maintain steady asset quality

e The management has clearly articulated that recent concerns regarding
fraudulent accounts has been addressed with no further surprise anticipated

e Healthy performance continued under the interim leadership. Identification
of new MD & CEO (preferably from the private sector) is in advanced stage

What should investors do? Consistent business growth with focus on efficient
operations coupled with relatively lower cost and strong underwriting to benefit
earnings and return ratios. Anticipated healthy earnings growth at 17% CAGR in
FY22-25E and RoA at ~1.8-1.9% are expected to drive valuations.

e We initiate coverage on the stock with a BUY recommendation
Target Price & Valuation: We value CFHL at ~1.8x P/ABV FY25E to arrive at a target
price of ¥ 625 per share.
Alternate Stock Idea: Apart from CFHL, we like HDFC Ltd in the housing space.

e HDFC Ltd is the largest NBFC engaged in housing finance business. It has
demonstrated consistent performance in growth as well as asset quality

e BUY with a target price of ¥ 2850

Key Financial Summary

T crore FY19 FY20 FY21 FY22 o A O
NIl 544 675 798 816 14.5% 981
PPP a7 579 686 682 13.2% 829
PAT 297 376 456 471 16.7% 566
ABV ) 128 153 186 224 20.6% 261
P/E 23.3 18.4 15.2 14.7 12.2
P/ABV 4.1 3.4 2.8 2.3 2.0
RoA 1.7% 1.9% 2.1% 1.9% 1.8%
RoE 18.2% 19.1% 19.2% 16.6% 17.1%

¢ ICICI

Research
BUY

W r
4

CanFinHomes Ltd

(Sponsor: CANARA BANK)
HOME LOANS ¢ DEPOSITS

ik latias Diciomi it sty

Particulars Amount
Market Capitalisation X 7244 crore
52 week H/L 685 / 408
Net worth ¥ 3370 Crore
Face Value T2
DIl Holding (%) 23.3
Fll Holding (%) 9.3
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Shareholding Pattern

Holding (%) Dec-21 Mar-22 Jun-22 Sep-22

Promoter 30.0% 30.0% 30.0% 30.0%
Fll 0.0% 0.0% 0.0% 9.3%
DIl 224% 247% 24.8%  23.3%
Others 47.6% 45.3% 45.2%  37.4%

® Delay in appointment of new MD
& CEO

Stake sale by Canara Bank may
impact CoF
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3 year CAGR
FY24E FY25E e
1125 1295 16.6%
949 1091 17.0%
652 750 16.8%
305 356 16.7%
10.6 9.2
1.7 1.5
1.8% 1.8%
16.8% 16.5%

Source: Company, ICICI Direct Research

Initiating Coverage
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ﬂ Initiating Coverage | CanFin Homes

Company Background

Commencing operations in 1987, Can Fin Homes (CFHL) was promoted by Canara
Bank. As of September 2022, Canara Bank held ~30% stake in CFHL. The HFC is
spread across 204 locations across 21 states and union territories with south
contributing ~72% of loans while balance is from non-south regions. CFHL offers
housing loans for individuals, non-housing loans including mortgage loans, site
loans, loans for commercial properties, loan against rent receivables, top up loans
and personal loans. It has mainly focused on housing loans to individuals with ~90%
of loan book comprising home loans and ~10% non-housing loans. The company
caters to customers in the mid and affordable segment with average ticket size of
loan at ¥ 22 lakh for housing loans and ¥ 8 lakh for non-housing loans. Most
borrowers are first time home buyers with an average age of 35 years.

Exhibit 1: Product offerings

Products
Housing Non-housing Deposits
loans loans
= Indwidual Housing = Mortgage loan = Fixed deposit
loan Flexi-LAP = Cumulative deposit
= Composite Housing Site loan

loan
« Affordable housing
loan - Rural & Urban
« Commercial
Housing loan

Loans for commercial
property

Loan against rent
receivables

Personal loans to
existing customers

Top up loan

Source: Company, ICICI Direct Research

As of September 2022, the loan book was at ¥ 28,823 crore, in which ~74% are loans
to salaried & professionals, ~26% are loans to self-employed & non-professionals.
CFHL has been focusing on housing loans, that constitute 90% of overall loans, on a
steady-state basis. Mortgage loans contributes ~5.2% followed by ~4.1% top up
personal loans. Rest all segments contributes <1% of the total loan book.

Exhibit 2: Housing comprises ~90% of total loan book

Product wise - Breakup Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Q2FY23
Housing Loans 89.9% 89.3% 90.1% 90.4% 89.5% 89.5%
Top up Personal Loans 3.2% 3.4% 3.6% 3.6% 4.0% 4.1%
Mortgage Loans / Flexicap 5.1% 4.8% 4.6% 4.6% 5.1% 5.2%
Loans for sites 1.1% 1.8% 1.1% 1.0% 0.9% 0.8%
Others 0.5% 0.5% 0.5% 0.4% 0.4% 0.3%
Builder Loans 0.0% 0.1% 0.0% 0.0% 0.0% 0.0%
Staff Loans 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Customer segment wise - Breakup Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Q2FY23
Salaried & Professional 73.2% 71.1% 70.9% 72.9% 74.2% 74.1%
Self employed & Non professional 26.7% 28.8% 29.0% 27.0% 25.7% 25.9%
Builder Loans 0.0% 0.1% 0.0% 0.0% 0.0% 0.0%
Staff Loans 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Source: Company, ICICI Direct Research

CFHL has delivered a consistent performance over the past few years with NIl growth
at 14% CAGR in FY17-22 while PAT grew at 15% CAGR during the same period. RoA
and RoE for FY22 were at 1.9% and 16.6%, respectively. CFHL has best in class asset
quality as it has managed to keep GNPA at <1% even during tough cycles. The
company has a comfortable capital position with CRAR at 23.6%.

ICICI Securities | Retail Research
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Shareholding Pattern (as of September 2022)

Holding (%) Sep-22
Promoter 30.0%
Fil 9.3%
DIl 23.3%
Others 37.4%
Source: BSE

Top Shareholders

As of March 31, 2022 Holding (%)
Canara Bank 29.99%
Chhattisgarh Investments ltd 6.49%
Axis Mutual Fund Trustee Ltd 2.02%
Sarda Energy & Minerals Ltd 1.49%
DSP Flexi Cap Fund 1.25%
PGIM India Trustees Private Ltd 1.18%
Land T Mutual Fund Trustee Ltd 1.05%
Vanguard Emerging Markets Stock Index Fund 1.03%

Source: BSE
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Investment Rationale

Sustained disbursement to aid growth momentum

CFHL has delivered healthy growth on a consistent basis in the past with focus on a
selective customer approach, which has led to growth in AUM and earnings along
with steady asset quality. However, since FY18, the disbursements trend has been
muted due to a slowdown in key operating states (Karnataka and Tamil Nadu) and
impact of RERA implementation. This has impacted the AUM trajectory, which came
down from 25.1% in FY17 to 12.6% in FY20. Further, in FY21, disbursements
registered a de-growth due to pandemic led disruptions. However, in FY22, with a
recovery in economic activity and housing demand, disbursements almost doubled
YoY albeit on a lower base of FY21. Thus, AUM increased 20.8% YoY in FY22 and
22.2% in H1FY23.

As of September 2022, the loan book was at ¥ 28823 crore with southern states
contributing 70% plus to total loans. Disbursements as of September 2022, were at
¥ 3967 crore. Rising housing demand and improved affordability led by government
initiatives will continue to drive the pace of disbursements. CFHL continues to focus
on tier Il and tier lll cities where competition from banks is less and it can benefit
from pricing power with an increased focus on branch expansion. With the
government’s focus on affordable housing, largely in non-metro cities, CFHL is
poised well to benefit in terms of an improved growth trajectory. Hence, we expect
the loan book to grow at a healthy CAGR of ~17% in FY22-25E. The management
has guided for ~18% loan growth in FY23E. Strong growth in disbursements are
expected to aid the bottomline resulting in PAT CAGR of ~17% in FY22-25E.

Exhibit 3: Robust recovery seen in disbursements from FY22

10,000 90.5% 145% 15.0% 15.0% ;640

75.0%
75500

50.0%
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5,000 25.0%

< crore

0.0%
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-25.0%

-50.0%

FY16  FY17  FY18  FY19  FY20 FY21  FY22 Sept22 FY23E FY24E FY25E

mmmm Disbursements === Growth

Source: Company, ICICI Direct Research

Exhibit 4: ...leading to uptick in AUM growth trajectory
60,000 | 99 39, 35.0%

25.1% 16.1%

50,000 .
208% 23 16.5%

25.0%
40,000

30,000 15.0%
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10,000
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Source: Company, ICICI Direct Research
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Loan growth to regain momentum
leading to AUM CAGR of ~17% over
FY22-25F
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Exhibit 5: Product wise peer comparison as of September 2022

100.0% 10.5% 11.0%
. o . o
19.6%
29.1% °
75.0%
50.0%
70.9%
25.0%
0.0%
CanFin Homes Home First AAVAS Repco PNBHF
mHousing Loans Non-Housing Loans

Source: Company, ICICI Direct Research

Exhibit 6: CFHL has higher proportion of salaried customers vs. peer as of Sept'22
100.0%

25.9% 29.0%
75.0% 60.2% 51.0% 48.0%
50.0%
25.0% 39.8% 49.0% 52.0%
0.0%
CanFin Homes Home First AAVAS Repco PNBHF

M Salaried Self-Employed

Source: Company, ICICI Direct Research

Strong liability franchise to aid margin trajectory

CFHL was promoted by Canara Bank, which holds ~30% stake as on September 30,
2022. The HFC benefit from brand name, management & board guidance and better
credit rating owing to strong parentage, resulting in lowest funding cost compared
to peers. Consistently prudent asset quality and healthy overall performance enables
better credit rating (long term loans rated as AAA with “Stable” outlook by CARE
Ratings) and, thereby, lower cost of funds.

As of September 30, 2022, CFHL has a diversified funding source, which includes
term loans from private and public banks (54%), non-convertible debentures (14%),
deposits (2%), commercial paper (8%) and refinancing from National Housing Bank
(NHB) (22%). The overall share of CP borrowings has declined from 19% of total
borrowings as of March 31, 2021 to 11% as of March 31, 2022 and further to 8% as
of September 30, 2011. Share of NHB refinancing (funds available to HFCs at cheaper
rates) has increased from 15% as of March 31, 2018 to 22% as of September 30,
2022.

The overall incremental borrowing cost is relatively lower for CFHL though with the
current scenario of interest rates moving northwards, CFHL is expected to witness
some pressure on margins due to faster repricing of borrowings compared to yields.
The management has guided NIMs to be at ~3% level spreads at ~2.4% in the long
term. On a sustainable basis, NIMs are expected to remain broadly steady at 3-3.2%
ahead with pressure from rising competition being offset by increase in proportion
of high yielding non-housing loans (the management in the recent past has indicated
at plans to gradually increase proportion of LAP).

ICICI Securities | Retail Research

ICICI Direct Research

CFHL has highest share of housing
loans in its total loan book vs. peers.
It has zero exposure to builder loans

Higher share of salaried customers
has kept NPAs lower compared to
peers

As indicated by the management
earlier, increased proportion of high
yielding assets are likely to arrest
MIM compression
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Exhibit 7: Increase in non-home loan book to improve yields
12.0%
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Source: Company, ICICI Direct Research

Exhibit 8: Relatively lower CoF supports steady margins (September 2022)

20.0%
16.0%
13.0% 12.9%
12.0% 10.5% 10.7%
8.6%
0 ) o 7.3%
8.0% 6.0% 7.1% 7.0% 7.1% °
4.0% T T T
CanFin Homes Home First AAVAS Repco PNBHF
WYields (%) = CoF (%)
Source: Company, ICICI Direct Research
Exhibit 9: Share of CPs has declined to ~8% as of Sept’'22
100.0% 2% 2% 2% 2% 2% 2% 2% 2%
% e 1%
22% -~y
34% (] 8%
75.0% || . 2
60% 58%
50.0%
ez
18%
25.0% |k
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Source: Company, ICICI Direct Research
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CFHL  has  higher reliance on
borrowings from banks and NHB,
which leads to lower funding cost.
Comparatively, peers have a more
diversified borrowing mix
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Exhibit 10: Prudent business practice to keep margins steady

6.0%
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Source: Company, ICICI Direct Research

Prudent underwriting, business mix to keep NPA steady

CFHL has managed to keep GNPA at <1% during various cycles and Covid-19 was
no exception. This shows the company’s prudent underwriting standards further
supported by a healthy business mix (majority being salaried customers). Despite
substantial exposure to small ticket loans in tier Il and Ill cities, CFHL has consistently
delivered a steady performance on asset quality as well as credit cost. Further, the
management has clearly articulated that recent concerns regarding fraudulent
accounts has been addressed with no further surprise anticipated ahead.

CFHL has healthy asset quality compared to peers as GNPA and NNPA were at
~0.62% and 0.35% levels, respectively, as of September 2022. The restructured
book was at % 647 crore (2.2% of total loans) vs. % 676 crore (2.5% of total loans) in
March 2022. The management has guided GNPA to be in the range of 0.6-0.75% with
~b% of the restructured pool expected to slip into NPA in the near term.

We believe slippage from the restructured pool could keep the GNPA ratio a bit
volatile in the near term. Thus, we expect GNPAs to inch up marginally but continue
to remain under 1% level in FY23-24E.

Exhibit 11: Prudent underwriting practices to keep NPAs steady

55.3% 53.1% 52.7% o110, B7% 55.6%  60.0%
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Source: Company, ICICI Direct Research
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The management has guided NiMs to
be at ~3% levels with spreads at
~2.4% in the long term

Best in class asset quality resulting in
lower credit cost. The management
has guided credit cost to be in the
range of 0.12-0.14% for FYZ3E vs.
0.19% in FY22
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Exhibit 12: CFHL has lowest GNPA ratio vs peers (as of September 2022)

GNPA (%)
8.0%
6.5%
6.1%
6.0%
4.0%
1.9%
2.0%
1.1%
0.6% .
00% I
CanFin Homes Home First AAVAS Repco PNBHF

Source: Company, ICICI Direct Research

Business growth with operational efficiency to enable superior
return ratios

CFHL's core growth strategy is to focus on tier Il and tier lll cities where the
competition is less and capture market share by expanding its branch network. The
management aims to increase the proportion of non-housing and top-up loans in the
overall loan book to improve yields further.

CFHL has favourable funding costs backed by strong parentage and healthy business
mix. We expect an improvement in loan book at 17% CAGR over FY22-25E, which is
expected to translate into strong NIl growth of 17% over FY22-25E. Its Cl ratio has
been trending downwards given more productivity from existing branches and
employees. Its average business per branch and average business per employee has
been increasing gradually from ¥ 107 crore and ¥ 24 crore in March 2018 to ¥ 147
crore and ¥ 29 crore in March 2022, respectively. The company plans to open more
than 200 branches by the end of FY23E. Scaling up of branches is likely to keep the
C/I ratio elevated in the near term. However, the benefit at the bottomline level is
expected to flow gradually (healthy 17% CAGR in PAT in FY22-25E) and drive return
ratios. We expect RoA, RoE at ~1.8-1.9%, ~16-17%, respectively, over FY22-25E.

Exhibit 13: Steady NIMs to drive NIl growth

80%

70%
70%

60%
50%
40%
40%
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() o ©
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NIl growth (%)

Source: Company, ICICI Direct Research
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We expect NIl to grow at a CAGR of
~17% over FY22-25F aided by strong
loan growth and steady NiMs. ..



” Initiating Coverage | CanFin Homes ICICI Direct Research
Exhibit 14: Cl ratio to remain steady with a temporary blip

25%
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Source: Company, ICICI Direct Research

Exhibit 15: Earnings to grow at a CAGR of ~17% over FY22-FY25E
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Source: Company, ICICI Direct Research

Exhibit 16: ...resulting in healthy return ratios

We expect earnings to grow at a

25%
3%21 o CAGR of ~17% over FY22-25F aided
(]
19% 190/ 19% by a strong operational performance
0, (] 0
20% ° o and steady asset quality. Hence,
17%17%17%17%
RoA, RoF are expected at ~2%,
15% ~17%, respectively, in FY25F
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Source: Company, ICICI Direct Research
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Valuation

Consistent performance at reasonable valuation

CFHL has been a best in class HFC player with a robust business model and
underwriting practices, which resulted in healthy earnings growth with moderate
stress. Focus on the salaried segment and lower ticket size are expected to aid in
maintaining GNPA <1% levels (vs. peers). Across cycles, CFHL has maintained its
healthy growth trajectory and consistently delivered above industry average
performance. At the CMP, CFHL trades at ~1.5x FY25E ABV, which is at a better
valuation compared to its peers. Hence, we initiate coverage on the stock with a BUY
rating and a target price of T 625/share.

We expect NIl to grow at a CAGR of 17% in FY22-25E to % 1295 crore while PAT is
expected to grow at 17% CAGR over the same period to ¥ 750 crore. Yields are
expected at 8%+ over FY23E-25E. The recent correction in stock price on the back
of concerns on fraudulent accounts and exit of MD & CEO present a good entry point
with a long term investment horizon. The management has clearly articulated that
recent concerns regarding fraudulent accounts have been addressed with no further
surprise anticipated. Healthy performance continued under the leadership of interim
leadership of DMD Amitabh Chatterjee and CFO Prashanth Joishy. Identification of a
new MD & CEO (preferably from the private sector) is in advanced stages though it
is difficult to put a timeline.

Exhibit 17: Key valuation parameters

(Year-end March) FY21 FY22 FY23E FY24E FY25E
EPS R) 34.2 35.4 42.5 49.0 56.3
BV R) 196.0 230.3 268.3 314.4 367.3
ABV ) 185.9 224.2 260.5 304.9 356.1
P/E 15.2 14.7 12.2 10.6 9.2
P/BV 2.6 2.3 1.9 1.7 1.4
P/adj.BV 2.8 2.3 2.0 1.7 1.5

Source: Company, ICICI Direct Research

Exhibit 18: Valuation of peers

(Year-end March) e = —

FY22 FY23E FY24E FY25E FY22 FY23E FY24E FY25E FY22 FY23E FY24E FY25E
CanFin Homes 16.6% 17.1% 16.8% 16.5% 1.9% 1.8% 1.8% 1.8% 2.3 1.9 1.7 1.4
HDFC 12.0% 13.3% 14.8% 15.9% 2.3% 2.4% 2.4% 2.4% 4.0 4.0 3.6 3.5
LICHF 10.1% 11.9% 12.9% 13.4% 0.9% 1.1% 1.2% 1.3% 0.9 0.9 0.8 0.7
PNBHF 8.8% 8.5% 9.0% 9.5% 1.2% 1.4% 1.5% 1.7% 1.0 0.9 0.9 0.8
Repco 8.9% 11.3% 11.9% 12.0% 1.6% 2.1% 2.3% 2.4% 0.7 0.6 0.6 0.5
HFFC 12.6% 13.1% 14.4% 15.5% 3.9% 3.8% 3.8% 3.6% 4.2 3.7 3.2 2.7

Source: Bloomberg, company, ICICI Direct Research

ICICI Securities | Retail Research 9
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Risks and concerns

Change in parentage

At present, Canara Bank (promoter) holds ~30% stake in CFHL. In the past, Canara
Bank had indicated its intention to exit partially, which was called off later. Currently,
CFHL is able to source funds at competitive interest rates led by strong parentage —
brand name and management support. Any change in parentage (the government
has asked PSU banks to review investments in non-core business) could have an
impact on borrowing cost, leverage and pose supply pressure on the stock price.

Inability to find credible successor to position of MD & CEO

Recently, Girish Kousgi resigned from the position of MD & CEO at CFHL. During his
tenure, the company demonstrated robust business growth, operating performance
and steady asset quality. CFHL had indicated that the position will be filled by March
2023. We believe the overhang on the stock price is likely to remain till the new MD
& CEO is appointed. Delay in intimation/appointment may have a negative impact on
the business performance.

Increasing competitive intensity

For affordable housing finance companies, concentration in tier | and tier Il cities
means huge competition from banks and large HFCs. Hence, affordable housing
finance companies (AHFCs) need to penetrate deeper in tier Il and beyond cities to
benefit from pricing power.

CFHL is mainly focused on the salaried segment, which is largely catered to by banks.
Also, the company is focusing on tier Il and tier Il cities where most AHFCs are also
present in similar geographies. The increasing competition between AHFCs may
impact the business momentum of CFHL in future.

Trend in restructured book to be watched

Restructured loans were at % 647 crore (2.2% of total loans) vs. % 676 crore (2.5% of
total loans) in March 2022. The management has guided that ~5% of restructured
pool may slip into NPA in the near term. Hence, we remain watchful on the trend in
restructured book in upcoming quarters.

ICICI Securities | Retail Research

ICICI Direct Research
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Peer comparison

Exhibit 19: AUM mix of peers

As of Sept'22 Canfin Homes HDFC Ltd LICHF PNBHF  Repco HFFC
AUM (X crore) 28,823 595269  2,62,336 52,124 12,068 6,275
Loan mix (%)
Housing 89% 81% 83% 64% 80% 89%
Non-Housing 1% 19% 17% 36% 20% 1%

Loan Mix (%) - customer segment
Salaried 14% 79% 88% 52% 49% 1%
Self-Employed 26% 21% 12% 48% 51% 29%

Average ticket size (% lakhs)
Housing 22 11-20 ~26-27 - 15 1
Non-Housing 8 - - -

Source: Company, ICICI Direct Research

Exhibit 20: Funding mix of peers

Funding Mix (%) (Sept'22) Canfin Homes HDFC Ltd LICHF PNBHF Repco  HFFC
Banks 54 23 34 32 83 55
NHB 22 - 4 6 17 21
CP 8 - 2 - - -
Market Borrowings/NCD 14 42 53 9 - 3
Deposits 2 31 7 30 - -
ECB - 4 - 10 - -
Assignment - - - 13 - 21

Source: Company, ICICI Direct Research

Exhibit 21: Key metrics

Key Ratios (%) Canfin Homes HDFC Ltd LICHF PNBHF Repco  HFFC
Yields 8.6% - 8.6% 10.7% 10.5% 13.0%
Cost of funds 6.0% - 7.1% 7.3% 7.1% 7.1%
NIMs 3.6% 3.5% 1.8% 4.1% 4.8% 6.5%
GNPA 0.6% 1.6% 4.9% 6.1% 6.5% 1.9%
NNPA 0.4% - - 3.6% 3.8% 1.4%
RoA 2.1% 2.6% 4.7% 1.6% 2.4% 3.8%
RoE 16.8% - 5.0% 9.8% 13.3% 13.1%
BV (FY22) 230 663 448 586 357 192
P/BV (x) 2.3 4.0 0.9 1.0 0.7 3.9

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 22: Profit and loss statement

(Year-end March) FY20 FY21 FY22 FYZ3E FY24E FY25E
Interest Earned 2,019 2,006 1,970 2,564 3,062 3,580
Interest Expended 1,344 1,208 1,154 1,582 1,937 2,285
Net Interest Income 675 798 816 981 1,125 1,295
% growth 24.0 18.3 2.3 20.3 14.6 15.1
Non Interest Income 12 12 19 21 24 28
Net Income 686 810 835 1,003 1,149 1,323
Employee cost 57 70 77 87 102 118
Other operating Exp. 51 54 76 86 99 13
Operating Profit 579 686 682 829 949 1,091
Provisions 60 69 47 59 61 n
PBT 518 618 635 770 888 1,020
Taxes 142 162 164 204 235 270
Net Profit 376 456 an 566 652 750

Source: Company, ICICI Direct Research

Exhibit 23: Balance sheet

(Year-end March) FY20 FY21 FY22 FY23E FY24E FY25E
Sources of Funds

Capital 21 21 27 27 27 27

Reserves and Surplus 2,123 2,583 3,040 3,547 4,160 4,865

Networth 2,150 2,610 3,067 3,573 4,187 4,892
Borrowings 18,748 19,293 24,648 29,503 34,814 41,081

Other Liabilities & Provisions 145 1m 230 41 283 333

Total 21,044 22,074 27,944 33,317 39,284 46,305

Applications of Funds

Fixed Assets 38 38 35 36 38 40
Investments 24 50 1,126 1,569 1,829 2,123
Advances 20,526 21,891 26,378 31,179 36,334 42,176
Other Assets 456 95 406 532 1,083 1,966
Total 21,044 22,074 21,944 33,317 39,284 46,305

Source: Company, ICICI Direct Research
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Exhibit 24: Key Ratios

(Year-end March) FY20 FY21 FY22 FY23E FY24E FY25E
Valuation

No. of Equity Shares 13.3 13.3 13.3 13.3 13.3 13.3
EPS R) 28.2 34.2 35.4 42.5 49.0 56.3

BV R) 161.5 196.0 230.3 268.3 314.4 367.3

ABV R) 153.1 185.9 224.2 260.5 304.9 356.1

P/E 18.4 15.2 14.7 12.2 10.6 9.2

P/BV 3.2 2.6 2.3 1.9 1.7 1.4
P/adj.BV 34 2.8 23 2.0 1.7 1.5

Yields & Margins (%)

Yield on interest earning assets 10.3% 9.3% 7.8% 8.4% 8.5% 8.6%
Avg. cost on funds 7.5% 6.4% 5.3% 5.9% 6.1% 6.1%
Net Interest Margins 3.4% 3.7% 3.2% 3.2% 3.1% 3.1%
Spreads 2.8% 3.0% 2.5% 2.5% 2.5% 2.5%
Quality and Efficiency

Cost / Total net income 15.7% 15.3% 18.3% 17.3% 17.4% 17.5%
GNPA% 0.8% 0.9% 0.6% 0.7% 0.7% 0.8%
NNPA% 0.5% 0.6% 0.3% 0.3% 0.3% 0.4%
ROE (%) 19.1% 19.2% 16.6% 17.1% 16.8% 16.5%
ROA (%) 1.9% 2.1% 1.9% 1.8% 1.8% 1.8%

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

ICICI Direct Research

13



ﬂ Initiating Coverage | CanFin Homes ICICI Direct Research

RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
a 1 |
| ICICI direct.com| | ‘- ] ‘
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ICICI Securities Ltd. 7S STARMINE § 1
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093

research@icicidirect.com
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