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PNB Housing posted good set of numbers - Consol PAT
(pre OCI) came in at INR 383 cr, up by 45.8% yoy and 10.3% BUY 916 28
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e Credit cost guidance of 60 bps in FY24 and 40 bps in FY25
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Valuations - Currently, valuations of PNB Housing at 1.2x FY25e
ABV is cheap as compared to peers. ROA is likely to see nearly
40 bps improvement from 1.6% in FY23 to 2.0% in FY25e led by
lower credit cost and better loan growth. We assign a target
price of INR 916, discounting its FY25e ABV multiple by 1.5x,
giving upside of 28% from the current levels.
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Q2FY24 Key Financial & Con call Highlights

e PNB Housing posted good set of numbers - Consol PAT (pre OCI) came in at INR 383 cr, up by 45.8%
yoy and 10.3% qoq. Consol PAT (Post OCI) is up by 24.2% yoy and 17.2% qog.

e Disbursements growth is picking up in retail segment which grew by 18% yoy vs. 8% yoy growth seen
in QTFY24. While on the corporate side, strategy is to have natural run-down of the book due to high
NPLs faced in this segment earlier. Hence, disbursements in corporate segment was down by 77.6%
yoy and 21.1% goq to INR 15 cr. Total loan disbursements stood at 16.3% yoy to INR 4180 cr. Going
forward, in FY24, it is expecting disbursement growth of 22-23% levels

e While the disbursement growth in picking up, loan assets growth is lower than disbursements growth
due to higher run-downs (retail @17-18% and corporate >30%). Total loan assets grew by 5.2% yoy to
INR 60852 cr.

e Retail loan assets (96% share) showed growth of 12.3% yoy (2.6% yoy). Management is confident to
grow retail assets at the rate of 17-18% in the current fiscal. And also, it is not seeing any signs of
slowdown in the affordable & prime segment home loans as witnessed by other couple of NBFCs.
Currently, its strategizing to increase the share of salaried segment, build more prime and affordable
low-ticket size loans rather than high ATS value loans and create more assets in southern geography.

e Affordable loans, part of retail loans, segment which is <1 yr old book, is showing strong trajectory
of growth. Disbursements in this segment which stood at INR 137 cr in Q4FY23 has surged to INR
374 cr in Q2FY24. It has built a separate vertical for affordable lending; currently it has 89 branches
exclusive for this segment. Also, incremental yields in this segment is at ~11.5% levels

e While corporate loans were down by 30% goq and 58.8% yoy to INR 2381 cr which is pulling overall
loan growth. Management highlighted during the call that it will start lending in construction finance
segment, however, the strategy now will be different as compare to before. (It will have ATS of INR
150 cr, loans will be given to well-known developers and which can enable the NBFC to grow retail
home loan assets).

e During Q2 FY23, there was a one-off of INR 160 cr on assigned loans due to benchmark rate resets,
excluding one-off net interest income grew by 35% yoy.

e Total operating expenses grew by 25.2% yoy and 11.2% qoq to INR 170.2 cr which was mainly due to
1) higher branch expansion done for affordable loan segment 2) royalty fees paid to parent PNB
amounting to INR ~8 cr (as latter holding in the company has come below 30%). And as per the
agreement, the NBFC has to pay 0.2% of the revenue or 2% of PAT (but not exceeding INR 30 cr in any
given year). This works out to be maximum 4 bps hit on ROA in any given year.

e On the asset quality side, the company recovered INR 784 cr from one residential large developer
which was 100% recovery resulting in provision release of INR 199 cr during the quarter. Hence there
was remarkable improvement in the GNPL ratios - corporate GNPL came down from 25% in Q1 to
meagre 2.9% in Q2. Retail GNPL came down from 2..5% to 1.7% qoq. Release of the provisions was
utilised to increase the provisions on retail & corporate loans and some write-offs on retail loans.
Blended GNPL came down from 3.8% to 1.8% qog. And similarly, net NPAs were down from 2.6% to
1.2%

e Total restructured book stood at INR 1844 cr (PL - INR 1738 cr and corporate finance INR 105.8 cr)
as on Q4FY23. Over the last 6 months, INR 62.7 cr has slipped into NPLs, INR 33.4 cr has been
written off in Q2 and INR 209 cr is paid by the borrowers. Currently, balance part of restructured
book is classified as standard assets amounting to INR 1601 cr.
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¢ Management expects credit cost is expected to be ~60 bps in FY24 and ~40 bps in FY25

e Yields and cost of funds were stable on qoq basis resulting in no change in the spreads which stood
at 2.6% levels. While margins improved by 9 bps qoq to 3.95% levels during the quarter. It
mentioned that most of the MCLR based repricing is done, NCD cost will remain the same and NHB
drawdowns will increase in Q3 (as it borrowed minimal in Q2).

e Current leverage which is at 4x is likely to increase to 6-6.5x boosting ROE levels (@10-11%
currently) as per the NBFC.

Outlook & Valuations

Currently, valuations of PNB Housing at 1.2x FY25e ABV is cheap as compared to peers. ROA is likely to see nearly
40 bps improvement from 1.6% in FY23 to 2.0% in FY25e led by lower credit cost and better loan growth. We
assign a target price of INR 916, discounting its FY25e ABV multiple by 1.5x, giving upside of 28% from the
current levels.
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Quarterly Financials (Q2FY24)

Profir and Loss (INR Cr) Q2FY23 Q1FY24 Q2FY24 YoY QoQ
Interest Earned 1597.5 1666.9 1702.9 6.6 2.2
Interest Expended 9639 1047.5 1057.3 9.7 0.9
NIl 633.7 619.4 645.6 1.9 4.2
Other Income 85.9 40.8 76.5 -10.9 87.7
Net Income 719.6 660.2 722.1 0.4 9.4
Opex 135.9 153.0 170.2 25.2 11.2
PPOP 583.7 507.2 551.9 -5.4 8.8
Provisions 243.2 60.6 44.8 -81.6 -26.0
PBT 340.4 446.7 507.1 49.0

Tax 77.8 99.4 124.1 59.5 24.9
PAT (Pre OCI) 262.6 347.3 383.0 458 10.3
PAT (After OCI) 313.7 332.4 389.7 24.2 17.2

Balance sheet (INR Cr)

Q2FY23 Q1FY24 Q2FY24 YoY QoQ

Disbursements 3595 3686 4180 16.3 13.4
-Retail 3527 3667 4165 18.1 13.6
-Corporate 67 19 15 -77.6 211
AUM 65730 67340 67415.0 2.6 0.1
Outstanding loan book 57832 60395 60852 5.2 0.8
-Retail 52049 56978 58471 12.3 2.6
-Corporate 5783 3416 2381 -58.8 -30.3
Product-wise break-up 57832 60395 60852 5.2 0.8
-Individual Housing Loe 37012 40454 42099 13.7 4.1
(a) Affordable housing 0.0 365.0 739.0 - 102.5
(b) Ex affordable hom 37012 40089 41360 11.7 3.2
-Retail non-housing loa 15036 16524 16372 8.9 -0.9
Deposits 17855 16395 16820 -5.8 2.6

Key Ratios (%)
Q2FY23 Q1FY24 Q2FY24

Gross NPAs (Rs) 3502 2270 1086
GNPA (%) 6.1 3.76 1.78
-GNPA - Retail Segment 2.5 1.7
-GNPA - Corporate Segment 25.0 2.9
NNPA (%) 3.6 2.6 1.2
-NNPA - Retail Segment 1.6 1.2
-NNPA - Corporate Segment 19.5 1.0
C/I Ratio (%) 18.9 23.2 23.6
ROA (%) (Reported) 2.1 2.2
EPS (Rs) 15.6 13.6 14.8
Yield (%) (Reported) 10.7 10.6 10.6
Cost (%) (Reported) 7.3 8.0 8.0
Spread (%) (Reported) 3.38 2.62 2.59
Margins (%) 4.14 3.86 3.95
CAR (%) 241 29.9 30.4

Source: Dalal & Broacha Research, Company
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Financials

P&L (Rs cr) FY21 FY22 FY23 FY24E FY25E
Interest income 7,190 5,822 6,199 6,993 8,118
Interest expense 5,100 4,064 3,899 4,535 5,171

NIl 2,090 1,758 2,301 2,458 2,946
Non-interest income 434 379 331 360 395
Net revenues 2,524 2,137 2,631 2,818 3,341

Operating expenses 429 468 531 616 712
PPOP 2,096 1,669 2,100 2,202 2,629
Provisions 889 584 739 375 438
PBT 1,207 1,084 1,361 1,827 2,191

Tax 277 247 315 420 504
PAT 930 837 1,046 1,407 1,687
Growth (%) 43.9 -10.0 25.0 34.5 20.0
Non-Controlling Interest 0 0 0 0 0
Net Profit (post NCI) 930 837 1046 1407 1687
Other Comprehensive Inc -20.7 97.3 77.1 70.0 70.0
Consol PAT (post NCI & 909 934 1123 1477 1757
Growth (%) 53.9 2.8 20.2 31.5 19.0
Balanac Sheet (Rs. Cr) FY21 FY22 FY23 FY24E FY25E
Share capital 168 169 169 260 260
Reserves & surplus 8,755 9,703 10,845 14,725 16,482
Net worth 8,923 9,872 11,014 14,985 16,742
Borrowings 59,392 52,961 53,621 61,180 71,415
Other liability 3,077 2,897 2,238 2,015 1,813
Total liabilities 71,392 65,730 66,874 78,180 89,970
Cash & Bank Bal. 6,969 5,216 3,796 5,069 4,955

Investments 2,045 3,483 3,196 3,356 3,524
Loans 60,645 55,336 57,840 67,298 78,557
Fixed assets 320 263 149 187 235

Receivables 45 43 13 14 16
Other assets 1,369 1,389 1,879 2,255 2,683

Total assets 71,392 65,730 66,874 78,180 89,970
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Ratios Fy21l FY22 FY23 FY24E FY25E
Growth (%)
NII 15.3 -15.9 30.9 6.9 19.9
PPOP -1.1 -20.4 25.8 4.9 19.4
Consol PAT (post NCI & OCI) 53.9 2.8 20.2 31.5 19.0
Loan (Rs.cr) 60,645 55,336 57,840 67,298 78,557
Loans growth %) -9.0 -8.8 4.5 16.4 16.7
AUMs (Rs.cr) 75,403 66,983 66,617 68,765 74,834
AUM growth (%) -10.4 -11.2 -0.5 3.2 8.8
Ot her Ratios (%) FY21 FY22 FY23 FY24E FY25E
Cost/Income ratio (%) 17.0 21.9 20.2 21.9 21.3
Branches 94 137 189 204 219
Spread (%) FY21 FY22 FY23 FY24E FY25E
Yield on advances 11.0 9.6 10.3 10.6 10.6
Yield on funds 9.8 8.7 9.6 10.0 10.0
Cost of funds 8.0 7.2 7.3 7.9 7.8
Spreads 3.0 2.4 3.0 2.7 2.8
Margins 2.8 2.6 3.6 3.5 3.6
Asset quality (%) FY21 FY22 FY23 FY24E FY25E
Gross NPAs (Rs.mn) 2,998 4,706 2,271 1,487 1,564
Net NPAs (Rs.mn) 1,749 2,931 1,618 852 906
Gross NPAs (%) 4.8 8.2 3.9 2.2 2.0
Net NPAs (%) 2.8 5.1 2.8 1.3 1.1
PCR (%) 41.7 37.7 28.8 42.7 42.0
Slippages (%) 2.0 6.4 1.3 1.2 1.1
Credit Cost (%) 1.4 1.0 1.3 0.6 0.6
Return ratios (%) FY21 FY22 FY23 FY24E FY25E
RoE 11.0 8.9 10.0 10.8 10.6
RoA 1.2 1.2 1.6 1.9 2.0
Per share (Rs) FY21 FY22 FY23 FY24E FY25E
EPS 54.0 55.4 66.5 56.9 67.7
BV 530.3 585.5 652.2 577.3 645.0
ABV 426.3 411.7 556.4 544.5 610.1
Valuation (x) FY21 FY22 FY23 FY24E FY25E
P/E 13.6 13.2 11.0 12.9 10.8
P/BV 1.4 1.3 1.1 1.3 1.1
P/ABV 1.7 1.8 1.3 1.3 1.2
Ot her Ratios FY21 FY22 FY23 FY24E FY25E
C/I Ratio 17.0 21.9 20.2 21.9 21.3
C/I ratio (incl. other income) 14.5 18.6 17.9 19.4 19.1
Opex to AuM 0.6 0.7 0.8 0.9 1.0
Opex to Avg. AUM (%) 0.5 0.7 0.8 0.9 1.0
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ROA Tree (%) FY21 FY22 FY23 FY24E FY25E
Interest Income 9.6 8.5 9.3 9.6 9.7
Interest expense 6.8 5.9 5.9 6.3 6.2
Net Interest Income 2.8 2.6 3.5 3.4 3.5
Other Income 0.6 0.6 0.5 0.5 0.5
Net Income 3.4 3.1 4.0 3.9 4.0
Employee benefits expense 03 0.3 0.4 0.4 0.4
Other expenses 0.3 0.4 0.4 0.4 0.4
Total expenses 0.6 0.7 0.8 0.8 0.8
PPOP 2.8 2.4 3.2 3.0 3.1
Provisions 1.2 0.9 1.1 0.5 0.5
PBT 1.6 1.6 2.1 2.5 2.6
Tax 0.4 0.4 0.5 0.6 0.6
Tax Rate 0.0 0.0 0.0 0.0 0.0
PAT 1.2 1.2 1.6 1.9 2.0
Consol PAT (post NCI & OCI) 1.2 1.4 1.7 2.0 2.1

Source: Dalal & Broacha Research, Company
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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 INHO00001246 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
isfsued 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 | No
of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of the | No
subject company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits | No
from the subject company or third party in connection with the research report
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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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