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Quarterly Highlights

e The Company witnessed a decline in disbursements by 6% in
Q1FY25 to Rs 1853 crs from Rs 1966 crs in Q1FY24 as the business
was slow due to elections. The management aims to increase
disbursements to Rs 2500 crs in Q2FY25. The growth in loan book
was a mere 9.4% y-o-y at Rs 35557 crs in Q1FY25 (vs Rs 32505 crs in
Q1FY24) partly due to CanFin's focus on streamlining its
operations. The salaried and professional segment, comprising 72%
of the book, grew by 7.75% to Rs 25477 crs (y-o-y), whereas, self-
employed and non-professionals grew by 13.8%.

e The net interest income grew by 12.8% y-o-y to Rs 321.43 crs in
Q1FY25 when compared to Rs 285.08 crs in Q1FY24. The Company
made provisions for impairment of financial assets of Rs 24.47 crs in
Q1FY25 vs Rs 13.71 crs in Q1FY24. CFHL booked PBT of Rs 255.10
crs in Q1FY25 as against Rs 233.90 crs during the same period in the
preceding year.

e The asset quality of CanFin deteriorated in the past quarters as can
be witnessed by a substantial increase in its GNPA (Rs 325 crs in
Q1FY25 vs Rs 205 crs in Q1FY24). This resulted in an increase in its
NNPA to Rs 174 crs in Q1FY25 from Rs 110 in Q1FY24. The GNPA
and NNPA ratios stood at 0.91% and 0.49% respectively. Recovery
in the range of Rs 30 crs to Rs 40 crs is expected by the management.
This may relax the GNPA to 0.8% in the current fiscal.

e The stock currently trades at 2.3x FY25e BV (13.8x FY25e EPS of Rs
62.42) and 2x FY26e BV (12.2x FY26e EPS of Rs 70.86). With its
internal controls set in place and an active sales team, CanFin aims a
15% growth in its AUM by adding around Rs 5250 crs to its loan
book. However,, given the intense competition from its peers. It
would be interesting to see how resilient CanFin is in the face of any
macroeconomic challenges. Emerging competition from banks in
the housing segment presents no small friction to business growth.
In face of this adversity, CanFin, much like other NBFCs, hopes to
‘survive’ by deepening its network. Weighing odds, we retain
‘accumulate’ rating on the stock with revised target of Rs 1012
(previous target: Rs 883) based on 2.3x FY26e BV.

Net Interest Income
Non-Interest Income
Pre-Provision Profits
Net profit

EPS(Rs)

EPS growth (%)

816.16 1014.55 1258.79 1354.46 1535.90
18.84 27.71 34.51 38.40 42.33
682.00 865.79 1036.34 1142.09 1295.24
471.11 621.13 750.66 831.18 943.48
35.38 46.64 56.37 62.42 70.86
33 31.8 20.9 10.7 13.5
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Outlook & Recommendation

Housing Finance Industry Overview

According to a report by Custom Market Insights, the Indian housing finance market is anticipated to grow at a CAGR of
24.1% in the period 2024-2033. The forecasted valuation of market size for the year 2024 is USD 385.14 billion which will reach
to USD 2669.39 billion by 2033. The growth of housing finance industry depends upon several macroeconomic factors like
growth in urbanization and real estate development, improvement in technology, rise in disposable income, interest rate
trends and demographic shifts. Government initiatives like PMAY and CLSS also boost demand by eligible home loan
borrowers as it provides subsidies and interest rate benefits. The factors that might hinder the growth of this sector are
unstable economic environment, frequent changes in regulations, market saturation, credit risk, technological disruption and
external shocks.

According to RBI's data, there has been surge in credit outstanding to the housing sector in the last two years (from Rs 17.26
lakh crs in FY22 to Rs 27.22 lakh crs in FY24). According to a report by CRISIL, GNPA for HFCs is expected to marginally
decline to 1.3% in FY25. Credit costs are expected to decline 20 bps in FY25 on account of higher write-offs in the first half of
fiscal 2024 translating into an improvement in return on assets in FY25 at 2.0%. Growth in housing sector loans depicts that
people are becoming more inclined towards home ownership. The effect of Covid-19 pandemic (introduction of WFH mode
in several offices) evolved the living preferences of working population. With the growth in prices of luxury residential real
estate, many people see it as an investment and try to leverage their investments by capturing any opportunity in the home
loan market.

India Housing Finance Market 2024-2033 (By Billion)

2669.398
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Source: Custom Market Insights

The ripple effect of growing demand in the housing sector is clearly visible in the other parts of the economy such as
construction and home improvement market. One of the key metrics to gauge the health of housing finance industry is
mortgage-to-GDP ratio. This ratio is positively correlated to per capita income and negatively correlated to the proportion of
informal employment in the country. India’s mortgage-to-GDP ratio is much lower than other Asian countries. The
penetration of India in housing market is very low in comparison to its peer countries. This depicts that there is sufficient
scope for expansion.
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Financials and Valuation

The loan book grew by 10.9% to Rs 34999 crs in FY24 as against Rs 31563 crs in FY23. The southern states contributed 72% to the
total loan portfolio in FY24. The proportion of loans given to salaried class and SENP stands at 72% and 28% respectively.
CFHL has, over past few years, increased its focus on SENP category. Although, sufficient due diligence is done by the
Company before sanctioning such loans, asset quality of CanFin should be monitored routinely. The Company targets a loan
portfolio of ~Rs 41,000 crs by the end of FY25 showcasing a growth rate of over 15%. Disbursements in FY24 declined by 8.6%
to Rs 8177 crs when compared to Rs 8947 crs in the preceding fiscal year. Going forward, management aims to increase total
disbursements to Rs 10,500 crs by FY25.
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The GNPA of CanFin rose by 64.4% to Rs 286 crs in FY24 from Rs 176 crs in FY23. As a result, net NPA witnessed an increase of
77% to Rs 147 crs in FY24 from Rs 83 crs in FY23. Most of the funds that CanFin raised in FY24 were from banks and through
NCDs. As the rates are high in such forms, the borrowing cost of the Company shot up to 7.4% in FY24 from 6.54% in FY23.
Going forward if provision for AHF in NHBs is introduced, the Company might borrow from NHBs where the rates are
comparatively low. The cost of funds may then see reduction.

mmm Net Profit(Rs crs) ——Growth(%) s (E];f:? Book valueper share (Rs.)

Sources: CFHL, CD Equisearch:adjusted for stock split Sources: CFHL. CD Equisearch:adjusted for stock split Sources: CFHL. CD Equisearch :adjusted

Along with DSAs being in place, CanFin has established a direct marketing/direct sourcing channel to enhance its loan book.
The Company has moved from a Tier 2 to Tier 3 structure of operation by introducing a layer of zonal officers in branches who
have higher sanctioning power. According to the Company, these initiatives will accelerate the rate of loan approvals and
consequently increase the size of loan book. The current average ticket size of CanFin is Rs 22-25 lacs. The management aims to
increase it to Rs 27 lacs in FY25. Government initiatives and policies also impact the growth of housing and non-housing loans
demanded by people. Increase in capital expenditure and schemes like Pradhan Mantri Awas Yojana (PMAY) assists the
dreams of many aspirational homeowners. The Company plans to open around 15 branches in Tier 2 cities to cater the home
loan needs of aspiring homeowners.
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The stock currently trades at 2.3x FY25e BV (13.8x FY25e EPS of Rs 62.42) and 2x FY26e BV (12.2x FY26e EPS of Rs 70.86). The
growth in loan book in FY24 remained depressed because the company was focused more on enhancing its internal operations.
The spread and NIM will not have any adverse impact from increase in borrowing cost as the Company will be passing it to its
borrowers. The Company has also increased its CIBIL score from 600 to 650 to augment its credit risk assessment. So, the future
quality of loan book looks positive and the NPA is set to decline. However, threat from peers remains. Scaling the business from
hereon may face increased resistance from banks, who have gone full hog to boost their share in housing finance industry.
HFCs get thin competitive advantage in form of deeper rural network and better customer relations would only help them go
that far. Weighing odds, we retain ‘accumulate’ rating on the stock with revised target of Rs 1012 (previous target: Rs 883) based
on 2.3x FY26e BV. For more information, refer to our February 2024 report.
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Cross Sectional Analysis

Company Equity* CMP Loan Book

growth(%)
LICHF 110.0 674 37096 8431 4742 3.0 4.4 15.8 1.7 7.8 1.2
GICHF 53.9 240 1290 334 154 3.2 -1.7 8.7 1.4 8.4 0.7
Can Fin 26.6 864 11499 1295 767 3.8 9.4 18.5 2.2 15.0 2.6
PNB Housing 259.7 977 25387 2504 1594 3.9 10.9 11.9 2.3 15.9 1.6

*figures in crores; calculations on ttm basis; standalone or consolidated data as available as on December 31, 2024

Disbursements of LICHF grew by 19% to Rs 12915 crs in Q1FY25 from Rs 10856 crs in Q1FY24. The composition of individual
home loan in disbursement was Rs 10932 crs and Rs 9419 crs in Q1FY25 and Q1FY24 respectively, up by 16%. The management is
aiming to bring down the share of individual home loan from the current 85% to 80% and targets a growth of 7-8% in the non-
housing loan category. Net interest income declined by 10% to Rs 1989.08 crs in Q1FY25 from Rs 2209.44 crs in Q1FY24 due to
moderate collection from NPA accounts and lower rates of interest charged in order to pace up the disbursement. As a result, net
interest margin fell to 2.76% from 3.21% y-o-y. The Company’s provision coverage rose to 49.8% in Q1FY25 from 41% in Q1FY24.

GICHF witnessed a whopping increase of 65% in its disbursements at Rs 375 crs in Q1FY25 from Rs 227 crs in Q1FY23. Marginal
increase of 2% was seen in the net interest income (Rs 83.74 crs in Q1FY25 vs Rs 82.07 crs in Q1FY24). Loan book of the Company
declined by a mere 2% to Rs 10281 crs in Q1FY25 as against Rs 10459 crs in Q1FY24. PAT for the quarter grew by 22.5% to Rs 39 crs
in Q1FY25 when compared to Rs 32 crs in Q1FY24. Profits would have been higher had the Company not increased its provisions
by 126.2% to Rs 23.84 crs in Q1FY25 from Rs 10.54 crs in Q1FY24.

PNB Housing’s disbursement in the retail segment grew by 19% y-o-y to Rs 4363 crs in Q1FY25, while the corporate segment grew
by 80.5% y-o-y to Rs 34 crs. Within the retail segment, the Company is more inclined towards growing the emerging market and
affordable segments. The cost of borrowings reduced to 7.92% in Q1FY25, a dip of 6 bps from Q4FY24 as the Company managed to
secure funds from debt market at competitive rates coupled with improved pricing from the bank. Net interest margin witnessed a
decline at 3.65% in Q1FY25 when compared to 3.86% in Q1FY24. Improvement in NIMs is not expected in the near term. However,
with the evolving business mix there might be some growth in affordable and emerging segments. With the presence of 303
branches pan India and enhancement in the Government policies like PMAY, the Company is optimistic about its future prospects.
The Company has plans of adding 40 to 50 branches which will be focusing on emerging and affordable loan segments.
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Financials
Quarterly Results Figures in Rs crs
Net Interest Income 321.43 285.09 12.7 1258.79 1014.55 24.1
Non-Interest Income 6.97 6.00 16.1 3451 27.71 24.5
Total Operating Income 328.40 291.09 12.8 1293.30 1042.27 24.1
Operating Expenses 48.83 43.49 12.3 256.96 176.48 45.6
Pre-Provision Profits 279.57 247.60 12.9 1036.34 865.79 19.7
Provision 24.47 13.71 78.6 78.81 41.76 88.7
PBT 255.10 233.90 9.1 957.73 824.03 16.2
Tax 55.46 50.44 10.0 206.83 202.82 2.0
PAT 199.64 183.45 8.8 750.70 621.21 20.8
Extraordinary items - - - 0.04 0.08 -47.5
Adjusted Net Profit 199.64 183.45 8.8 750.66 621.13 20.9
EPS 14.99 13.78 8.8 56.37 46.64 20.9
Income Statement Figures in Rs crs
FY22 FY23 FY24 FY25e FY26e
Net Interest Income 816.16 1014.55 1258.79 1354.46 1535.90
Non-Interest Income 18.84 27.71 34.51 38.40 42.33
Total Operating Income 835.00 1042.27 1293.30 1392.86 1578.23
Operating Expenses 153.00 176.48 256.96 250.77 282.99
Pre-Provision Profits 682.00 865.79 1036.34 1142.09 1295.24
Provision 46.94 41.76 78.81 76.47 85.65
PBT 635.06 824.03 957.53 1065.62 1209.59
Tax 163.95 202.82 206.83 234.44 266.11
PAT 471.11 621.21 750.70 831.18 943.48
Extraordinary items - 0.08 0.04 - -
Adjusted Net Profit 471.11 621.13 750.66 831.18 943.48
EPS 35.38 46.64 56.37 62.42 70.86
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Balance Sheet Figures in Rs crs
FY22 | ) PX] FY24 FY25e FY26e
Sources Of Funds 27896.62 33022.06 36535.68 42117.47 46909.82
Shareholders’ Funds 3066.62 3647.28 4343.85 5081.83 5918.78
Share Capital 26.63 26.63 26.63 26.63 26.63
Reserves and Surplus 3039.99 3620.65 4317.22 5055.20 5892.15
Financial Liabilities 24831.05 29366.48 32163.85 37035.48 40988.50
Debt Securities 6072.02 6310.99 7575.12 8452.26 9466.53
Borrowings and Deposits 18472.92 22654.22 24184.91 28174.20 31104.31
Other Financial Liabilities 286.12 401.27 403.82 409.03 417.66
Non-Financial Liabilities -1.05 8.30 27.98 0.16 2.53
Provisions 25.47 33.89 58.73 42.64 48.06
Other Non-Financial Liabilities 21.20 22.84 35.11 28.00 32.00
Deferred Tax Liability -47.73 -48.43 -65.87 -70.48 -77.52
Application of Funds 27896.62 33022.06 36535.68 42117.47 46909.82
Financial Assets 27835.19 32972.93 36478.22 42053.74 46842.17
Cash and Bank 324.08 308.47 457.42 697.58 603.48
Investments 1125.97 1459.03 1459.03 1500.00 1600.00
Loans and Advances 26378.06 31193.33 34553.10 39846.36 44627.92
Other Financial Assets 7.08 12.11 8.67 9.79 10.76
Non-Financial Assets 61.43 49.13 57.46 63.73 67.65
Tangible Assets 34.62 45.40 52.62 58.40 61.79
Other Non-Financial Assets 26.81 3.72 4.85 5.33 5.86
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Key Financial Ratios

FY22 FY23 FY24 FY25e FY26e
Growth Ratios (%)
Net Interest Income 2.3 243 241 7.6 13.4
Total Operating Income 3.1 24.8 24.1 7.7 133
Pre Provision Profits -0.6 26.9 19.7 10.2 13.4
Net Profit 33 31.9 20.9 10.7 13.5
EPS 33 31.9 20.9 10.7 13.5
Loan Book 20.8 18.2 10.9 15.0 12.0
Return Ratios (%)
ROE 16.7 18.6 19.0 17.8 17.3
ROA 1.9 2.0 2.2 2.1 2.1
Margins (%)
Cost To Income Ratio 18.3 16.9 19.9 18.0 17.9
Net Interest Margin 33 3.5 3.8 3.6 3.6
Asset Quality (%)
Gross NPA 0.6 0.6 0.8 0.8 0.7
Net NPA 0.3 0.3 0.4 0.3 0.1
Valuation Ratios
P/BV 2.8 1.9 2.7 2.3 2.0
P/E 17.8 11.3 15.3 13.8 12.2
Other Ratios
Debt / Equity 8.1 8.0 7.4 7.3 6.9

® Equities @ Derivatives @ Commodities @ Distribution of Mutual Funds @ Distribution of Life Insurance




CD

CD Equisearch Pvt Ltd cHANGING BIMENSIONS

CD EQUISEARCH

Cumulative Financial Data

Figures in Rs crs FY18-20 FY21-23 FY24-26e
NII 1728 2629 4149
Pre-provision profits 1502 2234 3474
PBT 1419 2077 3233
PAT 959 1548 2525
Dividends 91 113 280
Loan Book* 20708 31563 45079
Loan Book growth (%) 52.4 42.8
Cost to Income (%) 16.0 16.9 18.5
NIM (%) 34 3.4 3.6
ROE (%) 19.4 18.0 17.7
ROA (%) 1.9 1.9 2.1
GNPA (%)* 0.8 0.6 0.7
Dividend payout ratio (%) 9.5 7.3 11.1

FY18-20 implies three year period ending fiscal 2020;*as on terminal year.

CanFin has raised its CIBIL score criteria while sanctioning loans. This promises long-term low-risk lending
portfolio. Restructured loans and modified internal operations may also contribute in the improvement of CanFin’s
asset quality. Effect of the same will be reflected in its GNPA as it may see an increase of only 10 bps in FY24-26e to
0.7% as against 0.6% in FY21-23.

The NII is anticipated to witness a growth of 57.8% to Rs 4149 crs in FY24-26e when compared to Rs 2629 crs in the
preceding three year period. NIM will increase by 20bps to 3.6% in FY24-26e from 3.4% in FY21-23. The cost to
income ratio will go up to 18.5% in FY24-26e (vs 16.9 in FY21-23). ROA would inch up to 2.1% in FY24-26e as against
1.9% in FY21-23. With increasing competition from banks and nearly unprecedented pressure in garnering funds,
growing loan book in high double digits would present all but a daunting task.

® Equities @ Derivatives @ Commodities @ Distribution of Mutual Funds @ Distribution of Life Insurance




CD

CD Equisearch Pvt Ltd enanoING BiMENSIONS

CD EQUISEARCH

Financial Summary- US$ denominated

million $ FY23

Equity capital 35 32 3.2 3.2 3.2
Shareholders’ funds 401.9 440.4 514.6 599.6 699.4
Total debt 32514 3535.5 3821.7 4379.2 4849.5
Total loans and advances 3479.6 3794.0 4144.4 4750.9 5321.0
Investments 148.5 177.5 175.0 178.8 190.8
Total assets 3679.9 4016.5 4382.1 5021.7 5593.1
Net Interest Income 109.5 126.2 152.0 161.5 183.1
Pre-provision Profits 91.5 107.7 125.2 136.2 154.4
PBT 85.2 102.5 115.6 127.1 144.2
PAT 63.2 77.3 90.7 99.1 112.5
EPS($) 0.47 0.58 0.68 0.74 0.84
Book value ($) 3.02 3.31 3.86 4.50 5.25

Income statement figures translated at average rates; balance sheet at year end rates; projections at current rates (Rs 83.87/$). All
dollar denominated figures are adjusted for extraordinary items.
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Disclosure &Disclaimer

CD Equisearch Private Limited (hereinafter referred to as “CD Equi’) is a Member registered with National Stock Exchange of India Limited,
Bombay Stock Exchange Limited and Metropolitan Stock Exchange of India Limited (Formerly known as MCX Stock Exchange Limited). CD
Equi is also registered as Depository Participant with CDSL and AMFI registered Mutual Fund Advisor. The associates of CD Equi are
engaged in activities relating to NBFC-ND - Financing and Investment, Commodity Broking, Real Estate, etc.

CD Equi is registered under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration no INH300002274. Further, CD Equi hereby
declares that -
¢ Nodisciplinary action has been taken against CD Equi by any of the regulatory authorities.
e CD Equi/its associates/research analysts do not have any financial interest/beneficial interest of more than one percent/material
conflict of interest in the subject company(s) (kindly disclose if otherwise).
e CD Equi/its associates/research analysts have not received any compensation from the subject company(s) during the past twelve
months.
e (D Equi/its research analysts has not served as an officer, director or employee of company covered by analysts and has not been
engaged in market making activity of the company covered by analysts.

This document is solely for the personal information of the recipient and must not be singularly used as the basis of any investment decision.
Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the companies referred to
in this document (including the merits and risks involved) and should consult their own advisors to determine the merits and risks of such
an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading
volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources
believed to be true but we do not represent that it is accurate or complete and it should not be relied on as such, as this document is for
general guidance only. CD Equi or any of its affiliates/group companies shall not be in any way responsible for any loss or damage that may
arise to any person from any inadvertent error in the information contained in this report. CD Equi has not independently verified all the
information contained within this document. Accordingly, we cannot testify nor make any representation or warranty, express or implied, to
the accuracy, contents or data contained within this document.

While, CD Equi endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory compliance or
other reasons that prevent us from doing so.

This document is being supplied to you solely for your information and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly. Neither, CD Equi nor its directors, employees or affiliates shall be liable for any loss or
damage that may arise from or in connection with the use of this information.

CD Equisearch Private Limited (CIN: U67120WB1995PTC071521)

Registered Office: 37, Shakespeare Sarani, 3rd Floor, Kolkata — 700 017; Phone: +91(33) 4488 0000; Fax: +91(33) 2289 2557 Corporate Office: 10,
Vasawani Mansion, 5th Floor, DinshawWachha Road, Churchgate, Mumbai — 400 020. Phone: +91(22) 2283 0652/0653; Fax: +91(22) 2283, 2276
Website: www.cdequi.com; Email: research@cdequi.com

buy: >20%  accumulate: >10% to <20% hold: >-10% to <10%  reduce: >-20% to <-10%  sell: <-20%

Exchange Rates Used- Indicative

Rs/$ FY21 FY22 FY23 FY24
Average 7420 7451 8039 82.79
Year end 7350 7581 8222  83.37

All $ values mentioned in the write-up translated at the average rate of the respective quarter/ year as applicable. Projections converted at
current exchange rate. Cumulative dollar figure is the sum of respective yearly dollar value.
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