Home First Finance

Q3FY25 Result Update | BFSI

Soft quarter !

Reported PAT came in at INR 974 mn, up by 23.5% yoy
& 5.6% qoq led by strong AUM growth. Total loan assets
increased by 35.1% yoy (6.4% qoq) to INR 119.5 bn. On
the other hand, disbursements growth rate was lower
at 184% yoy to INR 11.9 bn. Calculated margins
declined by 10 bps to 5.8% on the back of decline in cost
of funds. On the asset quality side, The Gross Stage
1 increased from 4.5% in Q2FY25 to 4.8% in Q3FY25 and
Stage 2 assets from 2.8% to 3.1% for the same period
respectively. while gross stage 3 assets remained
stable at 1.7%. The management remains optimistic
about maintaining asset quality going forward.

Future Outlook

¢ Management expects AUM growth of 30% over the next
2-3 years time on the back of disbursements growth of
20-25%

e Credit cost of 30-40 bps for FY25

e In Q4FY25, itis likely to add 10 branches from current
149. And it plans to add 30-40 branches each year over
the next 2-3 years time

Financial Summary

Y/E Mar (Rs mn) FY23 FY24e FY25e FY26e FY27e
NIl 4,179 5278 7,351 9,437 12,262
PAT 2,283 3,057 3,885 4,901 6,295
Net worth 18,173 21,215 25,100 31,251 37,546
Adj BVPS 197 229 270 332 398
EPS (Rs) 26 35 44 55 70
P/ABV (x) 4.8 4.2 3.5 2.9 2.4
P/E (x) 37 28 22 17 14
RoA %) 3.9 3.8 3.7 3.8 3.8
RoE (%) 13.5 15.5 16.8 17.4 18.3

Source: Dalal & Broacha Research, Company
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Valuations

Valuations of the stock has corrected sizeably over the last 6 months time from
4.0/3.4x FY26e/FY27e P/ABV to 2.9x/2.4x for the same period last year. In our view,
market opportunity is sizeable for affordable finance players where the margins &
ROA is better at 2.8% odd vs. prime housing finance players at 1.8%.

The HFC is raising capital to the tune of INR 1250 cr via over the next 3 months time
which will result in dilution of ~1.5%. With the revision in the numbers, we expect
PAT growth of 27% over FY25-27e on the back of 30% loan book growth (with
ROE/ROA of 17-18%/3.8%). Given better visibility of asset growth, we retain BUY
rating on the stock with revised TP of 1194 (discounting FY27e ABV by 3x) giving us
upside of 26% from the current levels.

Financial Highlights Q3FY25

e AUM of the NBFC grew at strong pace of 35.1% yoy / 6.4% qoq to INR 119.5 bn; run-
rate of the growth is similar to previous quarters. Currently, share of housing loans
from 84% share in Q3FY25 vs. 86% a year back and at the same time, share of LAP
loans has increased from 13% to 15% for the same period (which the management
in comfortable taking to 20% in next 2-3 years time)

e Itaims for AUM of INR 200 bn by FY27 end led by 20-25% growth in disbursements.

¢ Which states are contributing to the incremental growth - It has higher share of
~29% in the Gujarat state where the incremental yoy growth is coming down from
29% seen 4 quarters back to 23% currently. Similarly, other states like MP (7.6%
share) & UP & Uttarakhand (6.7% share) are registering growth to the tune of 77% &
59% in Q3FY25 on yoy basis. And states like Rajashtan, AP, Chattisgarh, Haryana &
NCR are growing at 40-50% levels

¢ Disbursements growth trend has come down at 18.4% in Q3 vs. 22.7% in Q2 vs.
avg. 29% growth seen in previous 3 quarters. While off-book assets i.e. co-lending
+ assigned assets reported growth of 21% yoy forming 1.6% of total AUMs

e Margins came off on qoq basis - The calculated margins for the NBFC decreased
by 10 bps qoq to 5.8%in Q3FY25 due to rising costs of funds. However,
management expects margins to stabilize at current levels (+ advances vyields
maintained at around 13.5%)

e Increase in the gross 1 + 2 stage assets - There has been a rise in NPLs across
various bucket sizes. The Gross Stage 1 increased from 4.5% in Q2FY25 to 4.8% in
Q3FY25 and Stage 2 assets from 2.8% to 3.1% for the same period respectively.
while gross stage 3 assets remained stable at 1.7%. The management remains
optimistic about maintaining asset quality, citing that 80% of customers have
bureau scores, which helps in early identification of potential defaults.

e Itis likely to raise INR 1250 cr via QIP before Mar’25 to support its asset growth

30 Jan. 25 [ 2|



Home First Finance Ltd DALAL & BROACHA STOCK BROKING PVT LTD

Concall Highlights - Q3FY25

e Branch Expansion: The non-banking financial company (NBFC) plans to add 10 more
branches in Q4FY25, increasing its total from 149 branches. In Q3FY25, it
successfully added 7 branches. It is focusing on expanding its presence in new
geographies, particularly in Madhya Pradesh (MP), Uttar Pradesh (UP),
and Rajasthan. It currently has a larger presence in MP and plans phased
investments in UP, where it operates in only four cities.

e Increase in the gross 1 + 2 stage assets - There has been a rise in NPLs across
various bucket sizes. The Gross Stage 1 increased from 4.5% in Q2FY25 to 4.8% in
Q3FY25 and Stage 2 assets from 2.8% to 3.1% for the same period respectively.
while gross stage 3 assets remained stable at 1.7%. The management remains
optimistic about maintaining asset quality, citing that 80% of customers have
bureau scores, which helps in early identification of potential defaults.

e Capital Raising: The NBFC is likely to raise capital amounting to INR 1250 crore to
support its asset growth.

e Long-Term Growth Targets: The company aims for an AUM growth of 30% over the
next 2-3 years time, supported by 20-25% increase in disbursements.

e Competition Landscape: Management noted that large housing finance companies
(HFCs) are entering the affordable housing segment, with average ticket sizes for
loans ranging from INR 20-25 lakhs, while the average ticket size for Home First is
around INR 10-12 lakhs, indicating relatively lower competition.

e Margin Outlook: The calculated margins for the HFC decreased by 10 basis points
quarter-on-quarter to 5.8% in Q3FY25 due to rising costs of funds. However,
management expects margins to stabilize at current levels, with yields maintained
at around 13.5%.

e Provisioning Outlook: The Provision Coverage Ratio (PCR) is expected to be
maintained between 30-40 bps vs. 20-30 bps estimated earlier

e HFC is anticipating rating upgrade over the next 6-9 months given its AUM has
crossed INR 100 bn

e The company has enhanced its underwriting norms by tightening credit filters for
certain loans such as retail apartments and construction loans to manage risk
better.
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Valuations

Valuations of the stock has corrected sizeably over the last 6 months time from 4.0/3.4x
FY26e/FY27e P/ABV to 2.9x/2.4x for the same period last year. In our view, market
opportunity is sizeable for affordable finance players where the margins & ROA is better
at 2.8% odd vs. prime housing finance players at 1.8%.

The HFC is raising capital to the tune of INR 1250 cr via over the next 3 months time which
will result in dilution of ~1.5%. With the revision in the numbers, we expect PAT growth of
27% over FY25-27e on the back of 30% loan book growth (with ROE/ROA of 17-18%/3.8%).
Given better visibility of asset growth, we retain BUY rating on the stock with revised TP of
1,194 (discounting FY27e ABV by 3x) giving us upside of 26% from the current levels.
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Quarterly Financials (Q3FY25)

(Rs mn) Q3FY24 Q2FY25 Q3FY25 YoY(%) QoQ (%)
Interest income 2646 3322 3558 34.5 7.1
Interest expense 1302 1756 1926 47.9 9.7
Net interest income 1344 1566 1631 21.4 4.2
growth (yoy %) 21.4 18.6 21.4

Net gain on DA 206 202 215 4.2 6.6
DA income / Assigned Assets 13.0 10.7 11.2

Other Income 158 219 302 90.8 37.8
growth (yoy %) 355.2 169.8 90.8 -74.4 -46.5
as a % of AUM 0.18 0.19 0.25

Net Income 1708 1987 2148 25.8 8.1
Operating Expenses 611 726 752 23.2 3.6
grow th (yoy %) 37.9 28.4 23.2

growth (qoq) % 8.0 10.9 3.6

Cost/Income ratio 35.7 36.5 35.0

Employee expense 390 503 508 30.2 11
Other expense 220 223.31 244.28 10.8 9.4
PPOP 1097 1261 1396 27.2 10.7
Provisions 70 57.3 97.9 39.7 70.8
Credit Cost / Advarces (%) 0.09 0.06 0.10

PBT 1027 1204 1298 26.4 7.9
Tax 239.22 281.32 324.3 35.6 15.3
Tax Rate (%) 23.3 23.4 25.0

One-time tax adjustment

PAT 788 922 974 23.5 5.6
growth (yoy %) 34.2 24.1 23.5

growth (qoq %) 6.1 5.1 5.6
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Other Details

(Rs mn) Q3FY24 Q2FY25 Q3FY25
Gross Loan Assets / AUM 88,438 112,294 119,494
growth (yoy %) 31.0 34.2 35.1
growth (qoq %) 5.7 7.2 6.4
Disbursements 10074 11768 11928
growth (yoy %) 29.1 22.7 18.4
growth (qoq %) 5.0 1.2 1.4
Assigned + Co-lending 1592 1880 1927
growth (yoy %) 78.1 27.8 21.1
growth (qoq %) 8.2 -2.9 2.5
Assigned / AUMs 18 17 16
-Direct Assignments 1347 1535 1701
-Co-lending Transactions 609 345 226
Ratios Q3FY24 Q2FY25 Q3FY25
DPD 1+ 4.5 4.5 4.8
DPD 30+/POS 3.0 2.8 3.1
Gross Stage 3 (GNPAs) 1.7 1.7 1.7
Net Stage 3 (Net NPAs) 1.2 1.3 1.3
PCR 29.4 23.5 23.5
Bounce Rates 15.1 15.6 16.0
Collection Efficiency 98.7 98.5 98.4
Portfolio Yield (IGAAP) 13.5 13.6 13.6
Cost of Borrowings (IGAAP) 8.2 8.4 8.4
Cost of borrowings (ex-co-lendin 8.2 8.3 8.4
Spread (Overall) 5.3 5.1 5.1
Spread (Ex CL) 5.5 5.3 5.2

Source: Dalal & Broacha Research, Company
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Financials
P&L (Rs Mn) FY23 FY24e FY25e FY26e FY27e
Interest income 7,222 10,277 14,002 17,763 23,086
Interest expense 3,043 4,999 6,651 8,326 10,824
NIl 4,179 5,278 7,351 9,437 12,262
Non-interest income 734 1,289 1,263 1,601 2,039
Net revenues 4,913 6,567 8,615 11,038 14,301
Operating expenses 1,746 2,313 2,997 3,935 5,169
PPOP 3,167 4,254 5,617 7,103 9,132
Provisions 215 254 424 551 716
PBT 2,952 4,000 5,194 6,552 8,416
Tax 669 942 1,309 1,651 2,121
PAT 2,283 3,057 3,885 4901 6,295
Balance Sheet (Rs.mn) FY23 FY24e FY25e FY26e FY27e
Share capital 176 177 177 180 180
Reserves & surplus 17,997 21,038 24923 31,071 37,367
Net worth 18,173 21,215 25,100 31,251 37,546
Borrowings 48,135 73,021 87,233 113,402 147,423
Other liability 1,062 1,104 1,749 2,201 2,774
Total liabilities 67,370 95,340 114,081 146,854 187,744
Fixed assets 253 298 361 437 528
Investments 2,808 3,788 3,978 4176 4,385
Loans 59,957 81,434 105,900 137,670 178,972
Cash 2,984 8,215 2,027 2,516 1,532
Other assets 1,368 1,604 1,816 2,055 2,326
Total assets 67,370 95,340 114,081 146,854 187,744
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Ratios FY23 FY24e FY25e FY26e FY27e
Growth (%)

NIl 41.2 26.3 39.3 284 29.9
PPOP 26.0 343 32.1 264 28.6
PAT 22.7 33.9 27.1 26.2 28.4
Advances 39.3 35.8 30.0 30.0 30.0
Spread (%)

Yield on Funds 13.3 13.9 14.5 14.5 14.5
Cost of Funds 7.3 8.3 8.3 8.3 8.3
Spread 5.9 5.7 6.2 6.2 6.2
NIM 7.2 6.6 7.2 7.4 7.4
Asset quality (%)

Gross NPAs 1.9 1.6 1.5 1.5 1.4
Net NPAs 1.4 1.2 1.1 1.0 1.0
Provisions 264 27.7 28.7 294 29.9
Return ratios (%)

RoE 13.5 15.5 16.8 17.4 18.3
RoA 3.9 3.8 3.7 3.8 3.8
Cost Ratios (%)

C/l Ratio 35.5 35.2 34.8 35.6 36.1
Opex / Avg. Assets 2.9 2.8 2.9 3.0 3.1
Per share (Rs)

EPS 25.9 345 43.9 54.6 70.1
BV 206.5 239.7 283.6 348.1 418.3
ABV 196.8 228.8 270.5 332.2 398.1
Valuation (x)

P/E 36.6 27.5 21.6 17.4 13.5
P/BV 4.6 4.0 3.4 2.7 2.3
P/ABV 4.8 4.2 3.5 2.9 2.4

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 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 | No
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 subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject company | No
in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of securities | No
for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or mehrchant banking or brokerage services from the subject company in the past twelve
months

Whether the Research Analyst has received any compensation for products or services | No
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 from the | No
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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