PNB Housing Finance

Q3FY25 Result Update | BFSI

Good show in turbulent times !l

PNB Housing posted strong set of numbers - PAT came in
at INR 483 cr, up by 43% yoy & 3% qoq led by strong
disbursement growth and improving spreads. Total
disbursements grew by 29.9% yoy (1% qoq) to INR 5380 cr
led by affordable & emerging market loans. Also, run-rate
of the loan growth which was at 5-8% five quarters back
has improved to 15.4% yoy to INR 71917 cr. Additionally,
reported spreads were at 2.29% in Q3 vs. 2.21% in Q2
largely led by improvement in advances yields (by 7 bps
goqg to 10.12%). During the quarter, there was one large
corporate account that slipped into stage 2 assets
(principal outstanding is INR 200 cr), which is anticipated
to get upgraded in Q4 quarter. Credit cost for this quarter
was -19 bps vs. -0.24 bps in Q2 largely led by higher
corporate recoveries. GNPA stood at INR 857 cr in Q3 vs.
INR 865 cr in Q2. In % terms, GNPA/NNPA stood at
1.19%/0.8% vs. 1.73%//1.14% in Q3FY24 and 1.24%/0.84%
in Q2FY25. With strong visibility of asset growth and
benign asset quality outlook, we retain our BUY rating on
the stock.

Future Outlook
e Loan book of INR 1 trillion from current INR
72000 cr by FY27

e Opex / AUM of 1.1% will be maintained

e Credit cost will be benign for the next 2 quarters

Financial Summary

Y/E Mar (Rs cr) FY23 FY24e FY25e FY26e FY27e
Consol PAT 1,123 1,509 1,872 2,084 2,357
growth (yoy %) 20.2 34.3 24.1 11.3 13.1
Adj BVPS 556 544 615 692 778
EPS (Rs) 67 58 72 80 91
P/ABV (x) 1.6 1.7 1.5 1.3 1.2
P/E (x) 14 15 12 11 10
RoA %) 1.6 2.2 2.3 2.2 2.2
RoE (%) 10.0 11.7 11.3 11.3 11.4

Source: Company, Dalal & Broacha Research

Please refer to our disclaimer given at the last page.
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Valuations

Management is aiming to have loan book of INR 1 trillion by FY27e vs. INR 72000 cr currently
with ROE in mid-teens. Also, going forward, corporate loans are likely to contribute to growth from the
run-down seen in the past. And recoveries from the written-off assets are likely to aid the bottom-line
and result in overall lower credit costs.

The stock is currently trading at 1.3x/1.2x FY26e/FY27e ABV on ROA of 2.2-2.3%. We retain
our BUY rating on the stock with revised TP of INR 1,167, upside of 30% from current levels
(discounting its FY27e ABV by 1.5x)

Key Financial Highlights

PNB Housing Finance posted strong set of numbers - PAT came in at INR 483 cr, up by 43%
yoy & 3% qoq led by strong disbursement growth and stable margins

Disbursements growing at stronger rates led by emerging + affordable loans -

a. Total disbursements grew by 29.9% yoy (1% qgoqg) to INR 5380 cr. Within this,
affordable disbursements is growing strongly at 127% yoy (46% goq) to INR 920 cr
(17% share) followed by emerging market housing loans which grew by 39% yoy (6.8%
goq) to INR 1105 cr (20.5% share).

b. While prime housing loans disbursements registered decline of 8.7% qoq to INR 3355
cr. Management has guided for strong loan growth in both emerging and affordable
segment going forward.

Loan grew at higher rates led by healthy disbursement growth

a. Run-rate of the loan growth which was at 5-8% five quarters back has improved to
15.4% yoy to INR 71917 cr.

b. Loan composition has changed over last one year with emerging + affordable
currently occupy 23.6% share and prime housing loans 74.6% share i.e. retail housing
loans form major share of 98.3% in overall loan book.

c. While the share of corporate loans has come down meaningfully to 1.7% in Q3FY25
vs. 8.5%+ seen 8-10 quarters back.

Spreads improved marginally led by improving yields -

a. During the quarter, reported spreads were at 2.29% in Q3 vs. 2.21% in Q2 largely led
by improvement in advances yields (by 7 bps goq to 10.12%).

b. Borrowings costs have largely remained stable at 7.83% levels. While there is
expansion the advances yields by 7 bps to 10.12% led by stronger growth in high-
yielding affordable housing loans

Benign asset quality continues

a. GNPA stood at INR 857 crin Q3 vs. INR 865 cr in Q2. In % terms, GNPA/NNPA stood
at 1.19%/0.8% vs. 1.73%//1.14% in Q3FY24 and 1.24%/0.84% in Q2FY25.

b. Credit cost for this quarter was -19 bps vs. -0.24 bps in Q2 largely led by higher
corporate recoveries. And the management highlighted that benign credit cost will
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recoveries were INR 53 crin Q3 vs. INR 48 cr in Q2. And the collection efficiency was
at 99.5% during the quarter vs. 99.9% last quarter.

c. There was one large corporate account that slipped into Stage 2 in Q2 which resulted
in rise in Gross Stage 2 assets from INR 1948 cr in Q2 to INR 2407 cr in Q3. Total
outstanding in this account is INR 200 cr and provisioning is to the tune of 17-18%.
Management is confident that the asset will be upgraded in Q4 quarter.

Opex cost and branch rollout

a. Total opex cost increased by 21% yoy / 1.8% qoq to INR 206 cr led by sizeable branch
expansion and investments done to increase the business in the emerging &
affordable housing loan segment.

b. Cost/Income ratio which was at 22.3% two year back has increased to 26.2% levels in
Q3FY25 and this current run-rate is likely to continue i.e. opex/AUM ratio of 1.1% will
be maintained

c. Branch count over the last one year has increased by nearly 45% to 305 branches.
This includes prime 94, emerging markets 50 and affordable 161 i.e. it has added 19
branches in prime, 13 branches in emerging markets and 61 in affordable space.
Managements aims to open another 50 branches in affordable in Q4FY25 quarter.

Annualised ROA of the HFC improved to 2.5% in Q3FY25 vs. 2.2% seen in FY24 period.

Concall Highlights

The management plans to have loan book of INR 1 trillion by FY27 from current INR 72000
cr, margins of 4%, credit cost of 0.5% and leverage of 5.5-6% levels and ROE in mid-teens.

HFC sees strong demand across all the states and it believes that demand will continue for
the next 2 years.

Plans to add 50 more branches in the affordable space in Q4FY25 taking total branch count
in this space to >200+. With newer branches, it will enter the state of Punjab & Haryana.

Nearly, affordable & emerging market loans contribute 24% in the overall loan book while
its share in the disbursements is increasing and currently is at 38% levels

There is also shift in the customer segment - currently 53% of the customers come from
non-metro locations.

To open the 50 more branches of affordable branches

Strong underwriting has improved considerably - 94% of the accounts have bureau score of
700+

Run-rate is to the tune of 17% which includes 5.5-6% BT and balance 11% is foreclosure,
natural run-down, repayments & prepayments.
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Valuations

Management is aiming to have loan book of INR 1 trillion by FY27e vs. INR 72000 cr currently
with ROE in mid-teens. Also, going forward, corporate loans are likely to contribute to growth from the
run-down seen in the past. And recoveries from the written-off assets are likely to aid the bottom-line
and result in overall lower credit costs.

The stock is currently trading at 1.3x/1.2x FY26e/FY27e ABV on ROA of 2.2-2.3%. We retain
our BUY rating on the stock with revised TP of INR 1,167, upside of 30% from current levels
(discounting its FY27e ABV by 1.5x)
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Quarterly Financials (Q3FY25)

Particulars (INR cr) Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25 YoY QoQ
Interest Earned 1702.9 1679.5 1692.9 1739.1 1780.3 1848.4 10.1 3.8
Interest Expended 1057.3 1086.6 1069.7 1096.9 1118.5 1157.9 6.6 3.5
NIl 645.6 592.9 623.2 642.1 661.8 690.5 16.5 4.3
Other Income 76.5 76.5  121.1 93.0 99.4 94.7 23.8 -4.7
Net Income 722.1 669.4 7443 7352 761.2 785.2 17.3 3.2
Opex 170.2 170.0 177.8 192.9 202.0 205.7 21.0 1.8
-Employee Expenses 85.5 80.6 90.6 109.2 108.8 98.3 22.0 9.7
-Depreciation 11.3 13.1 14.2 13.4 13.9 14.4 10.2 3.8
-Other Expenses 73.4 76.4 73.0 70.4 79.4 93.0 21.8 17.2
PPOP 551.9 499.4 566.5 542.2  559.1 579.5 16.0 3.6
Provisions 44.8 59.1 6.6 -12.0 -45.6 -36.1  -161.1 -20.8
PBT 507.1 440.3 559.8 5542 604.7 615.7 39.8 1.8
Tax 124.1 101.9 1206 121.4 135.1 132.4 30.0 -2.0
Tax Rate (%) 24.5 23.1 21.5 21.9 22.3 21.5 -7.1 -3.7
PAT (Pre OCI) 383.0 3384 4393 432.8 469.7 483.3 42.8 2.9
growth (yoy %) 45.8 25.8 61.4 24.6 22.6 42.8

growth (qoq %) 10.3 -11.6 29.8 -1.5 8.5 2.9

PAT (After OCI) 389.7  333.1 436.7 415.8 465.8 476.3 43.0 2.3
growth (yoy %) 24.2 25.6 49.7 25.1 19.6 43.0

growth (qoq %) 17.2 -14.5 31.1 -4.8 12.0 2.3

Balance sheet (INR Cr)

Q2FY24 Q3FY24 QA4FY24 QIFY25 Q2FY25 Q3FY25 YoY QoQ
Disbursements 4180 4143 5574 4397 5341 5380 29.9 0.7
growth (yoy %) 16.3 20.9 24.0 19.3 27.8 29.9
-Retail 4165 4110 5541 4363 5341”7 5380 30.9 0.7
-Corporate 15 33 33 34 0 0
AUM 67415 68549 71243 72540 75101 76840 12.1 2.3
growth (yoy %) 2.6 4.3 6.9 7.7 11.4 12.1
Off-Book 6563 6212 5885 5554 5600.0 4923
Outstanding loan boo 60852 62337 65358 66986 69501 71917 15.4 3.5
growth (yoy %) 5.2 7.4 10.3 10.9 14.2 15.4
-Retail 58471 60129 63306 65157 67970 70676 17.5 4.0
-Corporate 1128 2208 2052 0 1531 1241 -100.0 -100.0
Product-wise break-u, 60852 60129 63306 65157 7.9 2.9
-AIndividual Housing Lc 42099 41662 45517 47043 16.3 3.4
-Retail non-housing lo 16372 16363 17789 18114 9.6 1.8

Key Ratios (%)
Q2FY24 Q3FY24 Q4FY24 QI1FY25 Q2FY25 Q3FY25

Gross NPAs (Rs) 1086 1079 984 906 865 857
-Retail NPA 1018 1005 916 906 865 857
-Corporate NPA 68 74 68 0 0 0

GNPA (%) 1.78 1.73 1.50 1.35 1.24 1.19
-GNPA - Retail Segmei 1.7 1.7 1.5 1.4 1.3 1.2
-GNPA - Corporate Se 2.9 3.35 3.31 0.00 0.00 0.00

NNPA (%) 1.2 1.14 0.95 0.92 0.84 0.80
-NNPA - Retail Segmel 1.2 1.14 0.94 0.94 0.86 0.81
-NNPA - Corporate Se 1.0 1.30 1.1 0.00 0.00 0.00

Credit Cost (%) 0.34 0.04 -0.07 -0.24 -0.19

PCR (%)

C/I Ratio (%) 23.6 25.4 23.9 26.2 26.5 26.2

ROA (%) (Reported) 2.2 1.9 2.54 2.5

ROE (%) (Reported)

EPS Rs) 14.8

Yield (%) (Reported) 10.58 10.19 10.08 10.03 10.05 10.12
-Yield (ex-one off) 10.48 10.29 10.08 10.03 10.05 10.12

Cost (%) (Reported) 7.99 8.07 7.98 7.92 7.84 7.83

Cost (%) (Ex-one off ) 7.99 7.98 7.98 7.92 7.84 7.83

Spread (%) (Reported) 2.59 2.12 2.10 2.11 2.21 2.29

Spreads (%) (Ex-one of 2.49 2.31 2.10 2.11 2.21 2.29

Margins (%) 3.95 3.49 3.65 3.65 3.68 3.70

Margins (%) (ex-one of 3.86 3.65 3.65 3.65 3.68 3.70

CAR %) 30.38 29.53 29.26 29.50

Source: Company, Dalal & Broacha Research
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Financials

Profit & Loss Account

P&L (Rs cr) FY22 FY23 FY24e FY25e FY26e FY27e
Interest income 5,822 6,199 6,743 7,686 8,812 10,123
Interest expense 4,064 3,899 4261 4,734 5,445 6,281
NIl 1,758 2,301 2,482 2,952 3,367 3,842
Non-interest income 379 319 303 336 369 406
Net revenues 2,137 2,620 2,784 3,287 3,737 4,248
Operating expenses 468 567 659 753 858 979
PPOP 1,669 2,052 2,126 2,534 2,878 3,269
Provisions 584 691 171 174 243 280
PBT 1,084 1,361 1,954 2,360 2,636 2,989
Tax 247 315 446 543 606 688
PAT 837 1,046 1,509 1,817 2,029 2,302
growth (%) -10 25 44 20 12 13
Non-Controlling Intei - - -16 15 15 15
Net Profit (post NCI) 837 1,046 1,525 1,802 2,014 2,287
NCI & Other Comprel 97 77 -16 70 70 70
Consol PAT (post NC 934 1,123 1,509 1,872 2,084 2,357
growth (%) 2.8 20.2 34.3 24.1 11.3 13.1
Balance Sheet
(Rs. Cr) FY22 FY23 FY24e FY25e FY26e FY27e
Share capital 169 169 260 260 260 260
Reserves & surplus 9,703 10,845 14,715 16,587 18,671 21,028
Net worth 9,872 11,014 14,975 16,847 18,931 21,288
Borrowings 52,961 53,621 55,016 64,828 74,778 86,276
Other liability 2,897 2,238 2,414 2,607 2,842 3,098
Total liabilities 65,730 66,874 72,405 84,282 96,551 1,10,662
Cash & Bank Bal. 5216 3,796 2,142 2,351 2,420 2,437
Investments 3,483 3,196 4,346 4,563 4,791 5,031
Loans 55,336 57,840 64,108 75,201 86,742 1,00,081
Fixed assets 263 149 207 261 329 414
Receivables 43 13 - - - -
Other assets 1,389 1,879 1,602 1,906 2,269 2,700
Total assets 65,730 66,874 72,405 84,282 96,551 1,10,662

Source: Dalal & Broacha Research, Company
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Ratios FY23 FY24e FY25e FY26e FY27e
Growth (%)

NII 30.9 79 19.0 14.1 14.1
PPOP 23.0 3.6 19.2 13.6 13.6
Consol PAT (post NCI & 20.2 34.3 24.1 11.3 13.1
Loan (Rs.cn 57,840 64,108 75,201 86,742 1,00,081
Loans growth (%) 4.5 10.8 17.3 15.3 154
AUMs (Rs.cr) 66,617 71,243 76,112 82,989 92,474
AUM growth %) -0.5 6.9 6.8 9.0 114
Ot her Ratios (%) FY23 FY24e FY25e FY26e FY27e
Cost/Income ratio (%) 21.7 23.7 22.9 23.0 23.0
Branches 189 204 219 234 249
Spread (%) FY23 FY24e FY25e FY26e FY27e
Yield on advances 10.3 10.5 10.5 10.4 10.4
Yield on funds 9.6 10.0 10.1 10.0 10.0
Cost of funds 7.3 7.8 7.9 7.8 7.8
Spreads 3.0 2.6 2.6 2.6 2.6
Margins 3.6 3.7 3.9 3.8 3.8
Asset quality (%) FY23 FY24e FY25e FY26e FY27e
Gross NPAs (Rs.mn) 2,271 1,487 1,539 1,661 1,836
Net NPAs (Rs.mn) 1618 852 889 974 1094
Gross NPAs (%) 3.9 2.3 2.0 1.9 1.8
Net NPAs (%) 2.8 1.3 1.2 1.1 1.1
PCR %) 28.8 42.7 4223 414 404
Slippages %) 1.3 1.2 1.1 1.1 1.1
Credit Cost (%) 1.2 0.3 0.3 0.3 0.3
Return ratios (%) FY23 FY24e FY25e FY26e FY27e
RoE 10.0 11.7 11.3 11.3 114
RoA 1.6 2.2 2.3 2.2 2.2
Per share (Rs) FY23 FY24e FY25e FY26e FY27e
EPS 66.5 58.1 72.1 80.3 90.8
BV 652.2 576.9 649.1 729.4 820.2
ABV 556.4 544.1 614.8 691.8 778.0
Valuation (x) FY23 FY24e FY25e FY26e FY27e
P/E 135 15.5 12.5 11.2 9.9
P/BV 1.4 1.6 1.4 1.2 1.1
P/ABV 1.6 1.7 1.5 1.3 1.2
Ot her Ratios FY23 FY24e FY25e FY26e FY27e
C/I Ratio 21.7 23.7 229 23.0 23.0
C/I ratio (incl. other inco 19.3 21.3 20.8 20.9 21.0
Opex to AuM 0.9 0.9 1.0 1.07 #DIvV/0!

Opex to Avg. AUM (%) 0.8 1.0 1.0 1.1 1.1
ROA Tree (%) FY23 FY24e FY25e FY26e FY27e
Interest Income 9.3 9.7 9.8 9.7 9.8
Interest expense 5.9 6.1 6.0 6.0 6.1
Net Interest Income 3.5 3.6 3.8 3.7 3.7
Other Income 0.5 0.4 0.4 0.4 0.4
Net Income 4.0 4.0 4.2 4.1 4.1
Employee benefits expe 0.4 0.5 0.5 0.5 0.5
Other expenses 0.5 0.5 0.5 0.5 0.4
Total expenses 0.9 0.9 1.0 0.9 0.9
PPOP 3.1 3.1 3.2 3.2 3.2
Provisions 1.0 0.2 0.2 0.3 0.3
PBT 2.1 2.8 3.0 2.9 2.9
Tax 0.5 0.6 0.7 0.7 0.7
Tax Rate 0.0 0.0 0.0 0.0 0.0
PAT 1.6 2.2 2.3 2.2 2.2
Consol PAT (post NCI & 1.7 2.2 2.4 2.3 2.3

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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