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Robust quarter; Well positioned on spreads

= Aptus reported a good quarter with 1) NIl growth of 18% YoY/5% QoQ, 2)
stable spreads at +5ps QoQ, 3) strong loan growth at 8% QoQ, and 4)
improved AQ metrics, aiding RoA/RoE of 7.6%/17.6%. Yields we up 15 bps
QoQ and have fared better than peers.

= Asset quality metrics improved with Stage-3 at 1.07% (-12 bps QoQ), and 30+
dpd at 5.4% (-63 bps QoQ). Loan growth was driven by HL (+10% QoQ) and
LAP (+8%). Yields benefited from gradual re-pricing of fixed rate advances,
with 50 bps rate hike across HL/non-HL loans a few months back.

" We expect premium valuations (vs peers) to sustain, given superior return
ratios and limited spread pressures. We build in PAT CAGR of 24% over
FY25/26E vs 22% YoY in FY24. The stock trades at 3.3x FY26E against RoOA/RoE
at 7%/20%. Tweaking estimates, maintain ‘BUY’ rating with unrevised TP of
Rs450 (4.4x FY26E P/BV).

Spreads benefited from rise in yields.
Reported spreads were stable at 8.7% (+5 bps QoQ), with 15 bps rise in yields vs
9 bps rise in CoF. Yields increased despite higher share of incremental growth
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from HL book and have likely benefitted from gradual re-pricing of fixed rate Sep'23 Dec23 Mar24

advances book, with 50 bps rate hike across HL/non-HL loans. Aptus raised Promoters 622 621 621

lending rates by 50 bps against incremental HL/non-HL book in the last few MF/Banks/Fls 3.1 3.1 3.1

months. Unlike peers, the HFC has not witnessed any yield pressures in its HL 250 221 22.8

book, implying lower competitive pressures. This along with likely peaking of CoF -

should favor incremental spreads. We build in slightly higher spreads for Fy25- Public/Others 27 127 120

26E vs FY24. Valuation (x)

Asset quality strengthens. FY24A FY25E FY26E

AQ trends improved with GS3% at 1.07% (-12 bps QoQ) and 30+ dpd at 5.4% (- p/E 26.8 21.9 17.5

63 bps). Credit costs continued to be at 40 bps, as the HFC raised stage 2 PCR to P/ABV 4.4 39 34

9.5% from 8% in Q3. Overall ECL provisions and stage-3 PCR were stable QoQ at

1.06% and 25% respectively. We build in credit cost of 40 bps over FY25-26E vs ROAA 7.6 73 7.0

35 bps in FY24. ROAE 17.2 18.5 20.0

Strong pick-up in disbursals drive growth. .

Quarterly disbursements growth was strong at 26% QoQ and 45% YoY, driving Estimates (Rs bn)

loan growth at 8% QoQ and 29% YoY. Growth from TN is yet to pick up (+3% FY24A FY25E  FY26E

QoQ), with higher share of growth coming from AP and Telangana. We build in NI 9.3 11.6 14.6

loan growth of 29-30% YoY over FY25-26E. PPOP 82 101 127

Q4FY24 Result (Rs Mn) PAT 6.1 7.5 9.4

Particulars Q4FY24  QA4FY23  YoY (%) Q3FY24 QoQ (%) AdjBV (Rs) 74.1 84.7 98.0

Net interest income 2,514 2,130 18.1 2,400 4.8

Other income 312 178 75.6 242 29.1 VP - Research: Mona Khetan

Total Net Income 2,826 2,307 22.5 2,642 7.0 Tel: +91 22 40969762

Operating expenses 582 466 24.9 510 14.0 E-mail: monak@dolatcapital.com

Pre-provision profit 2,244 1,841 21.9 2,131 5.3

Provisions 94 78 21.3 80 17.6 .

Tax expense 510 411 24.1 476 7.2 Asél%ﬁ:a:gig?grl‘;\g:g;g

Reported Net Profit 1,640 1,353 21.2 1,576 4.1 E-mail: amanm@dolatcapital.com
bps bps

Advances Growth YoY (%) 29.4 29.8 (43) 28.4 101

NIM (%) 11.7 12.2 (52) 11.9 (24) Associate: Vikrant Shah

RoA (%) 7.6 7.7 (12) 7.8 (20) Tel: +91 22 49969766

ROE (%) 17.6 16.5 102 17.4 13 E-mail: vikrants@dolatcapital.com

Gross Stage 3 (%) 1.1 1.2 (8) 1.2 (12)

May 03, 2024



DART”

Exhibit 1: Actual v/s estimates

Particulars (Rs mn) Q4FY24 Q4FY23 Q3FY24 YoY (%) QoQ (%) QA4FY24E Dev. (%)
Net interest income 2,514 2,130 2,400 18.1 4.8 2,540 (1.0)
Pre-Provisioning Operating Profit 2,244 1,841 2,131 21.9 5.3 2,219 1.2
PBT 2,152 1,764 2,051 22.0 4.9 2,144 0.4
PAT 1,642 1,353 1,576 21.4 4.2 1,662 (1.2)
Source: Company, DART

Exhibit 2: Changes in estimates

. Previous Revised Change %
Particulars (Rs mn)
FY25E FY26E FY25E FY26E FY25E FY26E

Net Interest Income 11,788 14,875 11,616 14,644 (1.5) (1.6)

NIMs (%) 11.1 10.8 11.3 11.1 24 bps 29 bps

Operating Profit 10,246 12,815 10,106 12,678 (1.4) (1.1)

Provision 349 477 379 511 8.5 7.2

Profit after tax 7,720 9,624 7,490 9,368 (3.0) (2.7)

Loan Book 112,268 146,065 110,773 142,434 (2.3) (2.5)

ABVPS 86 100 85 98 (1.5) (2.0)

Source: Company, DART

Exhibit 3: The stock currently trades at 3.9x 1-year forward P/BV
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Quarterly Financials

Profit and Loss (Rs mn) Q4FY24 Q4FY23 Q3FY24 YoY (%) QoQ (%) FY24 FY23 YoY (%)
Interest Income 3,600 2,906 3,385 23.9 6.4 13,199 10,584 24.7
Interest Expense 1,085 777 985 39.7 10.2 3,879 2,759 40.6
Net Interest Income 2,514 2,130 2,400 18.1 4.8 9,320 7,825 19.1
NIM (%) 11.7 12.2 11.9 -52 bps -24 bps 11.6 12.3 -67 bps
Non-Interest Income 312 178 242 75.6 290.1 932 706 32.1
Total Income 2,826 2,307 2,642 22,5 7.0 10,252 8,531 20.2
Employee expenses 433 354 382 224 13.3 1,745 1,213 43.8
Other Op Exp 149 112 128 33.0 16.4 589 439 34.0
Total Operating Expenses 582 466 510 24.9 14.0 2,333 1,652 41.2
Cost to Income (%) 20.6 20.2 19.3 40 bps 127 bps 22.8 19.4 339 bps
Pre-Provisioning Operating Profit 2,244 1,841 2,131 21.9 5.3 7,919 6,878 15.1
Provisions 92 78 80 18.6 15.0 232 341 -31.9
PBT 2,152 1,764 2,051 22.0 4.9 7,687 6,537 17.6
Tax expense 510 411 476 24.1 7.2 1,813 1,507 20.3
-effective tax rate 23.7 23.3 23.2 40 bps 51 bps 23.6 23.1 53 bps
PAT 1,642 1,353 1,576 214 4.2 5,874 5,030 16.8
EPS (Rs) 33 2.7 3.2 21.0 4.1 11.8 10.1 16.8
BV (Rs) 75.5 67.1 74.2 12.6 1.8 75.7 67.1 12.8
AUM 87,220 67,380 80,720 29.4 8.1 87,490 67,383 29.8
RoA 7.6 7.7 7.8 -12 bps -20 bps 7.3 7.8 -7.2
RoE 17.6 16.5 17.4 102 bps 13 bps 16.5 16.1 2.8
Balance Sheet Analysis (Rs mn) Q4FY24 Q4FY23 Q3FY24 YoY % / bps QoQ % / bps
LIABILITIES AND EQUITY

Share capital 998 996 998 0.2 0.0
Reserves & surplus 36,681 32,397 36,016 13.2 1.8
Shareholders' funds 37,679 33,393 37,014 12.8 1.8
Borrowings 51,850 37,861 46,194 36.9 12.2
Other liabilities and provisions 515 507 361 1.5 42.5
TOTAL 90,044 71,761 83,569 25.5 7.7
ASSETS

Cash & balance balances 3,502 4,600 3,508 (23.9) (0.2)
Investments 515 515 - - NA
Loans 85,282 65,921 79,292 29.4 7.6
Fixed and other assets 746 725 769 2.9 (3.0)
TOTAL 90,044 71,761 83,569 25.5 7.7
AUM 87,220 67,380 80,720 29.4 8.1
Cash as a proportion of total assets (%) 3.9 6.4 4.2 -252 bps -31 bps
Loans to borrowings (%) 164.5 174.1 171.7 -964 bps -717 bps
Leverage 2.4 2.1 2.3 24 bps 13 bps
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Asset Quality Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QoQ % / bps YoY % / bps
Gross stage 3 911 777 922 906 957 933 (2.5) 20.1
Gross stage 3 (%) 14 1.2 1.29 1.19 1.19 1.07 (12bps) (8bps)
Net Stage 3 683 583 692 680 718 700 (2.5) 20.1
Net Stage 3 (%) 1.1 0.9 1.0 0.9 0.9 0.8 (9bps) (6bps)
ECL Provision - Stage 3 228 194 231 227 239 233 (2.5) 20.1
ECL Provision - Stage 3 (%) 25.0 25.0 25.0 25.0 25.0 25.01 Obps Obps
Overall ECL PCR (%) 1.1 1.1 1.1 1.1 1.06 1.06 Obps Obps
Loan Book Analysis (Rs mn) Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QoQ % / bps YoY % / bps
HL 37,022 39,080 42,026 44,864 47,625 52,332 9.9 33.9
Quasi HL 9,271 10,107 11,397 12,927 12,915 13,955 8.1 38.1
Insurance loans 1,892 2,021 1,425 1,521 1,614 1,744 8.1 (13.7)
Top-up loans 2,523 2,021 1,425 1,521 1,614 1,744 8.1 (13.7)
Small Business Loans 12,362 14,150 14,958 15,208 16,951 17,444 2.9 23.3
Total Advances 63,070 67,380 71,230 76,040 80,720 87,220 8.1 29.4
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Financial Performance

Profit and Loss Account (Rs Mn)
Particulars FY23A FY24A FY25E

Interest Income 10,584 13,199 16,883

Adjusted profit 5,030 6,119 7,490 9,368

Balance Sheet (Rs Mn)

Particulars FY23A FY24A FY25E FY26E
SOUNCES Of FUNS e
Equity Capital e 996 o 998 o 998 o 998
Reserves & SUrplUS e 32,397 ... 36,681 . 42,299 . 49,325
Nt WO e 33393 .. 37679 ... 43,297 .. 50,323
BOITOWINGS e 37,861 .. 51,850 . 72071 98,017
Other liabilities & provisions 509 515 1,056 1,363
Total Liabilities 71,763 90,044 116,424 149,703
APPICAtION OF FUNDS | s
Cashandequivalents e 4600 ...3202  ...3829 . 4,946
L TS 515 AL 882 . ...L139
AAVANCRS ! 65923 . 85,281 . 110,773 . 142,434
Other assets 572 589 742 934
Total Assets 71,763 90,044 116,424 149,703

E — Estimates
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Important Ratios

Particulars FY23A FY24A FY25E FY26E
L L= )
Yield onadvances 181 17.0 17.0 o 17.0
Yield on interest earningassets 166 o 16.5 o 16.5 oo 16.6
CoSt Of fUNDS e 8.5 8.6 8.5 8.5
Spread 9.7 84 8.5 8.5
NIM 12.3 11.6 11.3 11.1
(B) Asset quality and capital ratios (%) e
NOt Sta8e 3 e 0.9 0.8 09 ....10
G R e 794 ] 69.2 304 55.4
T L e 794 ] 69.2 304 35.4
RO e 78 76 73 7.0
RoE 16.1 17.2 18.5 20.0
(D) Measures Of INVeStmeNtS e
EPS - adiusted e 101 123 150 18.8
L 67.1 oo 755 ] 86.8 oo 100.9
Lo 0.0 0.0 0.0 0.0
Dividend payout ratio 0.0 0.0 0.0 0.0

(E) Growth Ratios (%)

Total assets 26.3 25.5 29.3 28.6
(B VAUt 0N RAEIOS e e
Market Cap (Rs.mn) @ 163,996 . 163,996 . 163,996 . 163,996
O Y 329 329 329 329
P E LX), e 325 268 o 219 17.5
PIBV (XD ooeeeeeeeeeeeeeeeeeeeeeeeeee 49 44 3:8 o, 3.3
Div Yield (%) 0.0 0.0 0.0 0.0

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy > 20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History

(Rs) ) Month Rating TP (Rs.) Price (Rs.)
— APTUS Target Price May-23 BUY 130 259
480 ]‘ \ Aug-23 BUY 430 263
oo Nov-23 BUY 430 293
Feb-24 BUY 450 370
380 A *Price as on recommendation date
330 - M«N\‘
280
230 . . : . . . . : . . )
b ] ] Q Q Q Q Q S S S S S
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DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Jubbin Shah VP - Equity Sales jubbins@dolatcapital.com +9122 4096 9779
Girish Raj Sankunny VP - Equity Sales girishr@dolatcapital.com +9122 4096 9625
Pratik Shroff AVP - Equity Sales pratiks@dolatcapital.com +9122 4096 9621
Rajeev Lala AVP - Equity Sales rajeevi@dolatcapital.com +9122 4096 9767
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705
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1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any, covered in the report
and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this report. This report and/or any part thereof,
may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of Dolat Capital Market Private Limited. This report has been
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managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered
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buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or
may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an offer nor
solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is not directed 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, regulation or which would subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) to any registration
or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors.
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of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and
are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required
to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications
with a subject company, public appearances and trading securities held by a research analyst account.

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the
Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this report is not a Major
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