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Slow growth in Q4; cost of borrowing to see a gradual reduction

Key Points

» Expect CV financiers to see improving fleet occupancy levels (year-end/
stocking of summer goods). Diversified players (CIFC, Shriram Finance) are
likely to perform better. Growth in the Used CV portfolio and a gradual reduction
in CoF is likely to support margins. Asset quality trends are a key monitorable.

» We expect lukewarm disbursements for housing financiers on account of
issues in Karnataka/ Telangana. Expect NIM to remain range-bound. Prefer
Home First Finance and PNB Housing in the space.

» Credit costs are likely to be on the higher side due to stress in MFl/unsecured
loans.

» In our view, the following will be key monitorables from 4QFY25 results— (1)
FY26 growth guidance (2) NIM movement in subsequent quarters and the
gradual reduction in CoF (3) Asset quality trends

Vehicle Financiers: While demand in Jan/ Feb was lacklustre, fleet occupancy
levels improved in March with a pick-up in industrial activity/ stocking of summer
consumer goods. Demand for 2W/ Passenger Vehicles and tractors is expected to
remain steady. We expect slowdown in the vehicle finance portfolio for CIFC and
Shriram Finance to be offset by diversified segments such as HL/ LAP/ MSME.
Growth outlook for MMFS remains tepid on muted disbursements (reported flat YoY
growth in Q4). While the Used CV portfolio for Shriram Finance, CIFC and MMFS
is likely to support yields and cost of borrowing has likely peaked out in Q3, we
expect NIMs to remain range-bound in the quarter. Expect opex costs to remain
high as players invest in digital transformation and new verticals (Shriram Finance,
CIFC). Asset quality deterioration in 9MFY25 was attributed to seasonal weakness
and slowdown in consumption and remains a key monitorable.

Home Financiers: Expect Q4 disbursement trend to be lukewarm on account of E-
Khata/ HYDRA issues in Karnataka and Telangana (Can Fin Homes, LIC HF,
HFFC). Moreover, channel checks for affordable HFCs indicate slow disbursement
volume in the J-F-M quarter. We expect spreads to remain under pressure due to
the elevated cost of borrowing; however, focus on the high-yield (LAP/ Affordable)
and self-employed segment is likely to support margins. Opex continues to remain
elevated as HFCs invest in the franchise (Can Fin Homes, PNB Housing). Asset
quality trends are likely to see an impact due to the overlap with MFI loans. Prefer
Home First Finance and PNB Housing in the space.

Diversified players: Expect strong AUM growth for BAF (~28%) driven by high

customer acquisition run-rate. We build a stabilizing trend in margins as CoF has

peaked out; however, a pivot towards the secured segment is likely to put pressure

on NIMs. Expect FY25 credit costs to remain elevated (guidance of ~2%).

Poonawalla Fincorp has lowered its FY25 growth guidance (30-35%) as the new

MD takes charge and consolidates business lines. Headline asset quality continues

to be weak (GS-3 ratio of 1.85% in Q3) due to higher slippages in the STPL portfolio

and we remain watchful of asset quality trends in the unsecured portfolio for both Please refer to the disclaimer towards the end of the
players. document.
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Exhibit 1: 4QFY25 earnings estimates

Institutional Equities

4QFY24 3QFY25 4QFY25E YoY (%) QoQ (%)
Aavas Financiers
NIl 2,371 2,533 2,824 19.1 11.5
PPOP 1,818 1,945 1,722 -5.3 -11.5
PAT 1,426 1,464 1,288 -9.7 -12.1
NIM (%) 7.9 7.5 5.9 -197 bps -160 bps
Cost-to-income ratio (%) 44.1 42.7 45.2 106 bps 249 bps
Credit cost (%) 0.13 0.16 0.15 2 bps -1 bps
Loans and Advances 1,40,044 1,53,171 1,66,932 19.2 9.0
Borrowings 1,23,983 1,33,803 1,41,162 13.9 5.5
Can Fin Homes
NIl 3,278 3,447 3,466 5.7 0.5
PPOP 2,717 2,913 2,818 3.7 -3.2
PAT 2,090 2,121 2,042 -2.3 -3.7
NIM (%) 3.6 3.6 35 -14 bps -7 bps
Cost-to-income ratio (%) 19.1 16.9 20.8 170 bps 386 bps
Credit cost (%) 0.02 0.24 0.10 7 bps -15 bps
Loans and Advances 3,45,531 3,66,513 3,80,640 10.2 3.9
Borrowings 3,18,629 3,40,435 3,50,492 10.0 3.0
Home First Finance
NIl 1,368 1,631 1,554 13.6 -4.7
PPOP 1,135 1,396 1,216 7.2 -12.9
PAT 835 974 867 3.8 -11.0
NIM (%) 5.3 4.9 5.0 -27 bps 13 bps
Cost-to-income ratio (%) 34.0 35.0 37.9 389 bps 285 bps
Credit cost (%) 0.1 0.4 0.4 21 bps -5 bps
Loans and Advances 81,434 1,00,649 1,07,459 32.0 6.8
Borrowings 73,021 92,132 98,121 34.4 6.5
LIC Housing Finance
NIl 22,376 20,001 21,051 -5.9 5.2
PPOP 19,041 17,494 18,837 -1.1 7.7
PAT 10,908 14,319 14,095 29.2 -1.6
NIM (%) 3.1 2.6 2.7 -39 bps 8 bps
Cost-to-income ratio (%) 16.7 16.9 15.0 -174 bps -192 bps
Credit cost (%) 0.61 -0.06 0.10 -51 bps 16 bps
Loans and Advances 28,05,898 29,91,440 30,66,226 9.3 25
Borrowings 25,24,968 26,25,660 26,66,283 5.6 15
PNB Housing Finance
NIl 6,137 6,905 7,171 16.9 3.9
PPOP 5,727 5,795 6,241 9.0 7.7
PAT 4,438 4,833 4,816 8.5 -0.3
NIM (%) 3.7 3.7 3.6 -4 bps -6 bps
Cost-to-income ratio (%) 22.2 26.2 24.1 192 bps -211 bps
Credit cost (%) 0.04 -0.21 -0.10 -14 bps 11 bps
Loans and Advances 6,42,048 7,09,289 7,35,030 14.5 3.6
Borrowings 5,50,165 5,98,936 6,17,426 12.2 3.1
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Repco Home Finance

NIl 1,628 1,783 1,690 3.8 -5.2
PPOP 1,287 1,443 1,348 4.7 -6.6
PAT 1,081 1,066 986 -8.8 -7.5
NIM (%) 5.0 5.2 4.8 -22 bps -40 bps
Cost-to-income ratio (%) 27.3 27.0 26.8 -47 bps -23 bps
Credit cost (%) -0.31 0.01 0.09 40 bps 8 bps
Loans and Advances 1,30,371 1,38,720 1,42,882 9.6 3.0
Borrowings 1,07,010 1,10,773 1,17,116 9.4 5.7

Source: Respective NBFCs, Nirmal Bang Institutional Equities Research

4QFY24 3QFY25 4QFY25E YoY (%) QoQ (%)
Cholamandalam Investment and Finance . .
NIl 23,548 28,869 29,917 27.0 3.6
PPOP 16,278 21,276 21,890 34.5 2.9
PAT 10,581 10,865 12,253 15.8 12.8
NIM (%) 6.8 6.9 6.8 3 bps -4 bps
Cost-to-income ratio (%) 44.1 39.9 40.0 -412 bps 9 bps
Credit cost (%) 0.5 1.6 1.3 70 bps -32 bps
Loans and Advances 14,44,243 17,27,260 17,77,167 23.1 2.9
Borrowings 13,44,736 16,70,760 16,45,525 22.4 -1.5
Shriram Finance
NIl 50,874 55,896 58,225 14.4 4.2
PPOP 39,056 40,850 43,460 11.3 6.4
PAT 19,459 35,698 23,065 18.5 -35.4
NIM (%) 9.3 9.0 8.9 -34 bps -5 bps
Cost-to-income ratio (%) 29.1 314 31.2 211 bps -19 bps
Credit cost (%) 1.9 23 21 18 bps -23 bps
Loans and Advances 20,79,294 23,51,143 24,66,348 18.6 4.9
Borrowings 18,58,411 22,34,597 22,42,135 20.6 0.3
Mahindra & Mahindra Financial
NIl 18,121 19,113 19,572 8.0 24
PPOP 11,730 12,217 12,271 4.6 0.4
PAT 6,190 8,995 7,489 21.0 -16.7
NIM (%) 7.5 6.9 6.8 -68 bps -10 bps
Cost-to-income ratio (%) 40.5 41.8 42.8 230 bps 101 bps
Credit cost (%) 14 0.0 0.8 -62 bps 77 bps
Loans and Advances 9,91,952 11,16,300 11,69,882 17.9 4.8
Borrowings 9,22,252 10,45,830 10,96,030 18.8 4.8
Sundaram Finance
NIl 5,170 6,127 6,274 21.4 2.4
PPOP 6,036 5,586 5,806 -3.8 3.9
PAT 5,063 3,491 3,779 -25.3 8.3
NIM (%) 4.9 5.1 5.0 4 bps -17 bps
Cost-to-income ratio (%) 28.7 32.6 315 284 bps -109 bps
Credit cost (%) 1.3 0.8 0.8 -56 bps -1 bps
Loans and Advances 4,39,870 5,01,990 5,22,678 18.8 4.1
Borrowings 4,08,769 4,54,539 4,81,567 17.8 5.9

Source: Respective NBFCs, Nirmal Bang Institutional Equities Research
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Diversified Financials (Rs mn) 4QFY24 3QFY25 4QFY25E YoY (%) QoQ (%)

Bajaj Finance

NII 93,464 1,10,828 1,18,720 27.0 7.1
PPOP 64,151 78,088 82,309 28.3 54
PAT 38,245 43,082 46,310 211 7.5
NIM (%) 10.1 9.7 9.7 -31 bps 2 bps
Cost-to-income ratio (%) 35.3 34.9 35.0 -34 bps 11 bps
Credit cost (%) 1.6 21 2.0 36 bps -12 bps
Loans and Advances 33,06,150 39,80,430 42,44,512 28.4 6.6
Borrowings 22,03,790 25,57,550 26,97,191 22.4 5.5
Poonawalla Fincorp

NIl 5,625 6,141 6,356 13.0 35
PPOP 4,094 3,731 3,979 -2.8 6.7
PAT 3,317 187 1,063 -67.9 467.7
NIM (%) 10.2 8.8 8.4 -182 bps -40 bps
Cost-to-income ratio (%) 36.1 43.8 47.0 1,089 bps 318 bps
Credit cost (%) 0.5 5.3 35 304 bps -179 bps
Loans and Advances 2,50,030 3,09,840 3,35,843 34.3 8.4
Borrowings 1,50,800 2,13,380 2,33,144 54.6 9.3

Source: Respective NBFCs, Nirmal Bang Institutional Equities Research

Exhibit 2: Valuation summary

TP Current ‘ M-cap Upside / ‘ P/ABV (x) ROE (%) ROA (%)

(Rs) Rating ‘ (US$mn) Downside‘ FY24 FY25E FY26E | FY24 FY25E FY26E | FY24 FY25E FY26E
Auto Financiers
Chola Investment and Finance | 1,460 | 1,400 Hold 1,227 -4% 6.8 55 4.4 20.2 195 21.7 25 24 2.7
EAIE ) 2 [OELT el 268 | 280 | Hold | 331 4% | 19 19 16 |100 136 140 | 1.7 20 20
Financial Services
Shriram Finance 638 650 Hold 1,199 2% 2.8 2.4 2.1 15.7 15.9 16.2 3.3 3.2 3.2
Sundaram Finance 4,430 | 4,600 Hold 492 4% 5.4 4.7 4.1 15.3 16.5 14.7 2.9 3.0 2.7
Home Financiers
Aavas Financiers 2,090 | 2,000 Hold 165 -4% 4.5 3.9 34 139 171 16.1 3.3 3.8 35
Can Fin Homes 670 775 Buy 89 16% 2.1 1.8 1.6 18.8 17.6 15.7 2.1 2.1 1.9
Home First Finance 1,003 | 1,150 Buy 90 15% 4.4 3.8 33 155 158 153 3.8 3.3 29
LIC Housing Finance 565 750 Buy 311 33% 1.2 1.0 0.9 16.3 16.2 15.5 1.7 1.8 1.8
PNB Housing Finance 903 | 1,100 Buy 235 22% 1.6 14 1.3 118 118 115 2.2 24 24
Repco Home Finance 339 400 Hold 21 18% 0.8 0.7 0.6 146 137 11.7 3.0 2.9 2.5
Diversified Financiers
Bajaj Finance 8,694 | 8,300 Hold 5,389 -5% 7.1 5.6 4.6 221 193 204 4.4 4.0 4.2
Poonawalla Fincorp 350 275 Sell 272 -21% 3.4 3.3 3.2 14.0 (0.7) 5.2 4.8 (0.2) 1.2

Source: Company, Nirmal Bang Institutional Equities Research
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash
and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject com pany.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research
report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation
or other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: I, Shreya Khandelwal, CFA, research analyst, and the author of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors
or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The analyst is principally responsible for the preparation of this
research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% to 14%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed
to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by
virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or
any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group
companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value
of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in
this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.

Team Details:

Name Email Id Direct Line
Rahul Arora CEO rahul.arora@nirmalbang.com -
Krishnan Sambamoorthy Head of Research krishnan.s@nirmalbang.com +91 22 6273 8210
Dealing

Ravi Jagtiani Dealing Desk ravi.jagtiani@nirmalbang.com +91 22 6273 8230, +91 22 6636 8833
Michael Pillai Dealing Desk michael.pillai@nirmalbang.com +91 22 6273 8102/8103, +91 22 6636 8830

Nirmal Bang Equities Pvt. Ltd.

Correspondence Address
B-2, 301/302, Marathon Innova,
Nr. Peninsula Corporate Park,
Lower Parel (W), Mumbai-400013.
Board No. : 91 22 6273 8000/1; Fax. : 022 6273 8010

NBFC Sector Preview


http://www.nirmalbang.com/

