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Reported PAT came in INR 234 cr, up by 11.9% yoy & 

10.3% qoq led by higher disbursements qoq and stable 

asset quality. Disbursements grew at decent pace of 

30.7% qoq (6.1% yoy) to INR 2455 cr. This resulted in 

outstanding loan growth 9.2% yoy to INR 38217 cr. 

Overall, in FY25, growth in LAP loans (7% share) was 

much higher at 23.9% yoy vs. 7.8% yoy in housing loans 

(88% share); while the former has better yields as well. 

Incremental spreads were lower during the quarter at 

2.55% vs. 2.68% in Q3 mainly due to marginal dip in the 

yields (8 bps qoq to 10.11%) & increase in the cost of 

funds (5 bps qoq to 7.56%). However, management 

expects spreads & margins in FY26 will be maintained at 

2.5%/3.5% respectively. Asset quality was stable - In % 

terms, GNPA/NNPA stood at 0.87%/0.46% vs. 0.92%/0.5% 

in Q3 respectively. We retain BUY rating with TP of INR 

883, giving upside of 22% from the current levels 

Management Outlook for FY26  

• Loan likely to grow by ~15% in FY26e •  

• Disbursements are likely to grow by 20% 

• Credit cost will be at 15 bps for FY26 

• It plans to add 15-20 branches each year over the 

next 3-4 years taking total count to 300 by FY28 from 

current 201 

 

Financial Summary  

 

 

  

(Rs.bn) FY24 FY25e FY26e FY27e

NII (Rs) 1258.5 1354.4 1493.1 1740.8

PAT (Rs) 750.7 857.2 928.9 1084.3

EPS 56 64 70 81

ROE (%) 18.8 18.2 16.9 16.8

ROA (%) 2.1 2.2 2.1 2.1

P/E 12.8 11.2 10.4 8.9

P/ABV 2.3 2.0 1.7 1.4
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Rating TP (Rs) Up/Dn (%)

BUY 883 22

Market  dat a

Current  price Rs 723

Market Cap (Rs.Bn) (Rs Bn)                        96 

Market Cap (US$ Mn)  (US$ Mn)                  1,129 
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Valuations  

Valuations of stock has corrected from 2.1x/1.8x FY26e/FY27e P/ABV to 1.7x/1.4x resp. 

for the same period over the last 6 months. However, management has maintained FY26e 

loan growth target of 15% led by disbursements growth of 20% while maintaining margin 

outlook. In our view, going forward, the most important thing to watch out for will be IT 

tech transformation cost which might escalate overall costs and also to some extent 

impact loan growth as well.  

Given valuations have corrected, we maintain our BUY rating on the stock with same TP of 

INR 883 (discounting its FY27e ABV by 1.75x) giving us upside of 22% from current levels. 

Results Highlights Q4FY25  

• PAT came in INR 234 cr, up by 11.9% yoy & 10.3% qoq led by higher disbursements 

qoq and stable asset quality  

• New approvals & disbursements growth improved – New approvals recorded healthy 

growth at 27.7% qoq (2.5% yoy) to INR 2650 cr. At the same time, disbursements too 

grew at decent pace of 30.7% qoq (6.1% yoy) to INR 2455 cr. On yoy basis, growth looks 

still soft due to issues of e-Katha in Karnataka state pertained for the first nine months 

of FY25 (state contributes ~35% share in the overall loan book). However, management 

highlighted that issues have started to resolve in Karnataka as seen in Q4FY25 

• Total outstanding loan book grew by 9.2% yoy (2.9% qoq) to INR 38217 cr – growth has 

been slowing down since last 2 years i.e. ~18% growth in FY23 to ~9% now in FY25. 

Overall, in FY25, growth in LAP loans (7% share) was much higher at 23.9% yoy vs. 7.8% 

yoy in housing loans (88% share); while the former has better yields as well.  

• Incremental spreads were lower during the quarter at 2.55% vs. 2.68% in Q3 mainly 

due to marginal dip in the yields (8 bps qoq to 10.11%) & increase in the cost of funds 

(5 bps qoq to 7.56%). However, management expects spreads & margins in FY26 will 

be maintained at 2.5%/3.5% respectively.  

• NII growth too was at lower end at 6.3% yoy to INR 983 cr led by relatively slower asset 

growth and margin contraction on sequential basis. This resulted in PPoP growth at 

8.4% yoy to INR 295 cr.  

• Cost/Income ratio was higher at 19.4% in Q4 vs. 16.9% in Q3FY25 and  

• Asset quality stable – GNPA/NNPA, in absoluter terms were at INR 333 cr/INR 174 cr 

as on Q4 vs. INR 341 cr/187 cr in Q3. In % terms, GNPA/NNPA stood at 0.87%/0.46% 

vs. 0.92%/0.5% in Q3 respectively. SMA 0 assets showed substantial decline from INR 

2593 cr to INR 1829 cr qoq. While SMA 1/SMA 2 showed marginal increase from INR 

1045 cr/INR 907 cr to INR 1134/INR 970 cr qoq.  

• Incremental provisioning for the quarter was at INR 15.4 cr vs. INR 22.1 cr in Q3.  
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Concall Highlights – Q4FY25 

• Management expects 20% growth in disbursements in FY26 (that will result in 

~15% loan growth) which is likely to be led by a) further resolving of issues of e-katha 

in Karnataka b) improvement in the volumes with the newly establish sales team c) 

pick-up of the business in the newly added branches d) resurgence in the Telangana 

business as well.  

• It added 15 branches in Q4 and total 30 branches in FY25 taking total count of the 

branches to 216 (of this 18 branches are affordable housing loan centers). It plans to 

add another 16 branches in FY26. It has pan-India presence spread across 21 

states/union territories. It is likely to add nearly 15-20 branches each year to take total 

count to 300 by FY28 from current 216  

• Management expects spreads & margins will be maintained at 2.5% and 3.5% 

respectively in FY26 –  Management expects incremental cost of funds to be lower by 

10 bps in Q1FY26 and borrowing cost could further reduce with expected repo rate 

cuts. The banks have so far not done any lending rate cuts for the new borrowers of 

housing loans over the last 3-4 months of 50 bps repo rate cut. Following this, there 

has been no lending rate cut by HFCs as well. Further transmission of lending rate will 

depend upon the competition in the market.  

There has been shift in the borrowings strategy – the NBFC has transitioned from 

MCLR to repo linked/T-Bills linked borrowings which comprise of 80% of the total 

borrowings now. Hence, there is potential of faster repricing of the borrowings in the 

expected declining interest rate scenario. Hence, the management expects spreads & 

margins will be maintained at 2.5% & 3.5% respectively in FY26.  

• IT transformation - The company has embarked on new IT transformation project for 

which it is working with IBM on the same to revamp sales, infra, security, HRMS and all 

the modules of the HFC. Total estimated cost for the same is INR 250-300 cr over the 

next 6-7 years and per annum cost is estimated to be 35 cr. This will escalate 

Cost/Income ratio to 18-18.5% levels vs. 17% currently 

• Future IT Costs: IT spending is expected to rise from INR 15 cr per annum currently to 

INR 35 cr as part of the transformation initiative. 

• Credit cost is anticipated to be ~15 bps in FY26  

• Dividend payout ratio is expected to be ~18-20% levels  

• Return ratios expectations – ROE of 17-18% and ROA of 2%+ 
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Valuations  

Valuations of stock has corrected from 2.1x/1.8x FY26e/FY27e P/ABV to 1.7x/1.4x resp. 

for the same period over the last 6 months. However, management has maintained FY26e 

loan growth target of 15% led by disbursements growth of 20% while maintaining margin 

outlook. In our view, going forward, the most important thing to watch out for will be IT 

tech transformation cost which might escalate overall costs and also to some extent 

impact loan growth as well.  

Given valuations have corrected, we maintain our BUY rating on the stock with same 

TP of INR 883 (discounting its FY27e ABV by 1.75x) giving us upside of 22% from 

current levels. 
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Quarterly Comparison 

 

Source: Dalal & Broacha Research, Company   

Particulars (INR cr ) Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 YoY

Interest Earned 818.1 865.2 894.8 911.7 924.2 955.3 980.3 982.9 7.8

Interest Expended 533.0 548.4 566.0 583.9 602.7 615.5 635.6 634.3 8.6

NII 285.1 316.8 328.8 327.8 321.4 339.8 344.7 348.5 6.3

growth (yoy %) 13.9 26.1 30.6 25.5 12.7 7.3 4.8 6.3

Other Income 6.0 5.8 7.1 15.9 7.0 7.4 5.8 16.8 5.4

Net Income 291.1 322.6 335.9 343.7 328.4 347.2 350.5 365.3 6.3

Opex 43.5 52.4 49.4 72.0 48.8 59.4 59.3 70.7 -1.8

growth (yoy %) 7.4 29.5 12.7 39.2 12.2 13.3 20.0 -1.8

PPOP 247.6 270.2 286.5 271.8 279.6 287.8 291.3 294.6 8.4

growth (yoy %) 15.2 25.0 34.6 22.5 12.9 6.5 1.7 8.4

Provisions 13.7 72.2 30.8 1.8 24.5 13.7 22.1 15.4 766.3

PBT 233.9 198.0 255.7 270.0 255.1 274.1 269.1 279.2 3.4

Tax 50.4 55.6 55.6 60.9 55.5 62.6 57.0 45.2 -25.8

PAT 183.5 142.5 200.2 209.1 199.7 211.5 212.1 233.9 11.9

growth (yoy %) 13.1 0.5 32.1 26.1 8.8 48.4 6.0 11.9

growth (qoq %) 10.6 -22.3 40.5 4.4 -4.5 5.9 0.3 10.3

Balance sheet (INR Cr)

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 YoY

New Approvals 2071 2123 2053 2586 1969 2617 2075 2650 2.5

growth (yoy %) 18.3 -9.6 -20.6 -6.6 -4.9 23.3 1.1 2.5

growth (qoq %) -25.2 2.5 -3.3 26.0 -23.9 32.9 -20.7 27.7

Disbursements 1966 2019 1879 2314 1853 2381 1879 2455 6.1

growth (yoy %) 14.2 -10.1 -23.1 -8.8 -5.7 17.9 0.0 6.1

growth (qoq %) -22.5 2.7 -6.9 23.1 -19.9 28.5 -21.1 30.7

Outstanding loan book 32505 33359 34053 34999 35557 36591 37155 38217 9.2

growth (yoy %) 18.0 15.7 13.1 10.9 9.4 9.7 9.1 9.2

growth (qoq %) 3.0 2.6 2.1 2.8 1.6 2.9 1.5 2.9

Key Ratios (%)

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25

Gross NPAs (Rs) 205 254 309 286 325 320 341 333.0

Net NPAs (Rs) 110 142 167 147 174 172 187 174

GNPA (%) 0.63 0.76 0.91 0.82 0.91 0.88 0.92 0.87

NNPA (%) 0.34 0.43 0.49 0.42 0.49 0.47 0.50 0.46

PCR (%) 53.4 56.0 54.2 51.4 46.2 46.6 45.7 47.1

C/I Ratio (%) 14.9 16.2 14.7 20.9 14.9 17.1 16.9 19.4

ROA (%) (Reported) 2.2 1.8 2.3 2.5 2.2 2.3 2.3 2.6

ROE (%) (Reported) 19.2 16.0 19.4 19.3 17.6 18.0 17.6 18.5

EPS (Rs) 13.8 11.9 15.0 15.7 15.0 15.9 15.9 15.7

NIM (%) (Reported) 3.48           3.62        3.69       3.73       3.57     3.75        3.73       3.82     

Yield (%) (Reported) 9.84 10.07 9.91 10.07 10.12 10.12 10.19 10.1

Cost (%) (Reported) 7.32 7.32 7.35 7.52 7.58 7.6 7.5 7.6

Spread (%) (Reported) 2.52 2.60 2.66 2.67 2.54 2.6 2.68 2.55

Avg. Business Per Branch 160.4 162.1 165.1 161.0 163.0 167.0 170.0 164.0

Avg. Business per Employee 33.9 34.2 33.2 33.0 33.0 32.0 32.0 32.0
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Financials 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

P&L (Rs cr ) FY23 FY24 FY25e FY26e FY27e

Interest income 2,715.4     3,489.9     3,842.6     4,216.8     4,735.1     

Interest expense 1,700.8     2,231.4     2,488.2     2,723.7     2,994.2     

NII 1,014.6    1,258.5    1,354.4    1,493.1    1,740.8    

Non-interest income 27.7          34.8          37.0          40.9          47.8          

Net  revenues 1,042.3    1,293.3    1,391.5    1,534.1    1,788.7    

Operating expenses 176.5        257.0        238.2        275.9        319.9        

PPOP 865.8       1,036.3    1,153.3    1,258.1    1,468.8    

Provisions 41.8          78.8          75.8          82.3          96.2          

PBT 824.0       957.5       1,077.5    1,175.9    1,372.6    

Tax 202.8        206.8        220.3        246.9        288.2        

PAT 621.2 750.7 857.2 928.9 1084.3

growt h (% yoy) 31.9 20.8 14.2 8.4 16.7

Balance sheet  (Rs.cr) FY23 FY24 FY25e FY26e FY27e

Share capital 27            27            27            27            27            

Reserves & surplus 3,621        4,317        5,041        5,923        6,961        

Net  wort h 3,647       4,344       5,067       5,950       6,988       

Borrow ings 28,965      31,760      35,051      40,084      46,706      

Other liability 458          910          849          1,399        1,568        

Tot al liabilit ies 33,070     37,014     40,967     47,433     55,261     

Cash 309          458          309          353          451          

Investments 1,459        1,459        2,374        2,730        3,140        

Loans 31,193      34,553      37,696      44,183      51,476      

Fixed assets 45            53            50            55            61            

Other assets 63            78            85            113          134          

Tot al asset s 33,070     36,602     40,514     47,434     55,261     
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Source: Dalal & Broacha Research, Company 

 

 

 

 

 

 

 

 

 

 

  

Rat ios FY23 FY24 FY25e FY26e FY27e

NII 24.3 24.0 7.6 10.2 16.6

PPOP 26.9 19.7 11.3 9.1 16.7

PAT 31.9 20.8 14.2 8.4 16.7

Advances 18.3 10.8 9.1 17.2 16.5

Yield on Funds 9.0 10.2 10.1 9.7 9.3

Cost of Funds 6.4 7.3 7.4 7.3 6.9

Spread 2.7 2.8 2.7 2.4 2.4

NIM 3.3 3.6 3.5 3.4 3.4

Gross NPAs 0.6 0.8 0.9 1.0 1.3

Net NPAs 0.3 0.4 0.5 0.5 0.7

Provisions 52 49 51 49 47

RoE 18.5 18.8 18.2 16.9 16.8

RoA 2.0 2.1 2.2 2.1 2.1

DPS 3.5 6.0 7.0 8.0 3.5

EPS 47 56 64 70 81

BV 274 326 381 447 525

ABV 268 315 367 429 499

P/E 15 13 11 10 9

P/BV 2.6 2.2 1.9 1.6 1.4

P/ABV 2.7 2.3 2.0 1.7 1.4

Cost/Income ratio 16.9 19.9 17.1 18.0 17.9

CD ratio 107.7 108.8 107.5 110.2 110.2

Spread (%)

Asset  qualit y (%)

Ret urn rat ios (%)

Per share (Rs)

Valuat ion (x)

Growt h (%)
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Disclaimer 

 

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) 

was established in 1997 and is an integrated financial services player offering an extensive range of financial 

solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual 

funds to depository services. 

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India 

Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is 

engaged in the securities businesses including stock broking (Institutional and retail), depository participant, 

portfolio management 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.dalal-broacha.com 

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI 

(Research Analysts) Regulations, 2014.  

D&B 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 any time in the past. It 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.  

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued 

advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.  

D&B 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 D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) 

Regulations, 2014 with reference to the subject company(s) covered in this report-:  

 

D&B or its associates may have financial interest in the subject company. 

 

D&B or its associates do not have any material conflict of interest in the subject company.  

 

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject 

company.  

 

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company 

at the end of the month immediately preceding the date of publication of Research Report.  

 

Disclosures in respect of Research Analyst: 

 

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or 

more securities of the subject company at the end of the month immediately preceding 

the date of publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the subject 

company. 

No 

Whether the research Analyst has served as officer, director or employee of the subject 

company 

No 

Whether the Research Analyst has received any compensation from the subject company 

in the past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of securities 

for the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment banking 

or merchant banking or brokerage services from the subject company in the past twelve 

months 

No 

Whether the Research Analyst has received any compensation for products or services 

other than investment banking or merchant banking or brokerage services from the 

subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation or other benefits from the 

subject company or third party in connection with the research report 

No 
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D&B and/or its affiliates may seek investment banking or other business from the company or companies 

that are the subject of this material. Our salespeople, traders, and other professionals may provide oral or 

written market commentary or trading strategies to our clients that reflect opinions that are contrary to the 

opinions expressed herein, and our proprietary trading and investing businesses may make investment 

decisions that may be 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 D&B 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 D&B. 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 D&B . All trademarks, service marks and 

logos used in this report are trademarks or registered trademarks of D&B 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. 

 

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.  

Tel: 91-22- 2282 2992  |   E-mail: equity.research@dalal-broacha.com 
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