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Can Fin Homes Ltd.

Guidance for loan book growth reduced from previous years

During Q1FY25, Can Fin Homes Ltd (CFHL) registered a lower growth in its loan
book, which grew by 2% on a QoQ and 9% on a YoY basis. According to the
management, the growth in Q1FY25 is impacted due to elections which led to a
slowdown in demand for disbursements. The NIM was impacted by 39 bps on a
QoQ basis, led by a rise in its cost of funds. However, PPOP increased by ~3%
on a QoQ basis, driven by a ~“34% reduction in operating expenses. Due to the
significant increase in provisions by 13x on a QoQ basis, the PAT declined by
~5% on a QoQ basis. The GNPA and NNPA deteriorated by 9 bps and 7 bps
sequentially at 0.91% and 0.49%, respectively. In FY25, the management has
expected NIM to remain at 3.5%, the loan book to grow by 15%, and improve
its GNPA by 10 bps.

Guidance for loan book growth reduced from previous years

CFHL reported a lower QoQ growth of 2% and a YoY growth of 9% in Q1FY25 on
its loan book. During the quarter, the Company witnessed a degrowth in
disbursement of 20%/ 6% on a QoQ/ YoY basis. While it expects a growth in the
disbursement of 25-30% in FY25. However, the Company expects to grow its loan
book by 15% in FY25 compared to previous growth of 18-20%.

Asset quality to improve

During the quarter, the Company’s asset quality deteriorated, led by a seasonally
weak recovery. Going forward, the Company expects GNPA to fall below 0.8% in
FY25 as it is not anticipating any defaults arising from its restructured portfolio.
Additionally, the credit costs are expected to be at 12 bps in FY25 compared to
28 bps in Q1FY25.

NIM remained within the guided range

During the quarter, the Company’s NIM declined from 4.0% in Q4FY24 to 3.6% in
Q1FY25. The decline in NIM was due to the consistent enhancement in its cost of
funds, attributed to the repricing effects on the portfolio, which led to a rise in
interest expenses. The Company expects to maintain NIM at 3.5% in FY25.

View & Valuation

We have revised our estimates and changed our view on Can Fin Homes Ltd.
from NEUTRAL to REDUCE rating and a target price of Rs. 806 (2.2x FY25E Adj.
book value), suggesting a ~4% downside. We believe that CFHL will grow its loan
book at 15% in FY25 and maintain its NIM at 3.5%.
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Key Financial Data
(Rs Bn) FY24 FY25E FY26E
NIl 13 13 15
PPOP 10 11 12
Net Profit 7 7 9
Networth 43 50 58
ROA (%) 2.0% 1.8% 1.8%
ROE (%) 16.6% 14.9% 15.0%

Source: Company, Keynote Capitals Ltd.
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Q1FY25 Result Update

Result Highlights (Rs. Mn)

: Change (%) Change (%)
Profit & Loss ‘ Q1FY25 Q1FY24 Yoy Q4FY24 QoQ FY24
Net Interest Income 3,220 2,842 13.3% 3,350 -4% 12,643
Other Income 0 1 -63.9% 8 -94.4% 16
Net Income 3,220 2,844 13.3% 3,358 -4.1% 12,659
Operating Expenses 425 368 15.5% 640 -33.7% 2,296
Pre-Provision Operating Profit 2,796 2,476 12.9% 2,717 2.9% 10,363
Provisions 245 137 78.6% 18 1271.3% 788
Profit Before Tax 2,551 2,339 9.1% 2,700 -5.5% 9,575
Tax 555 504 10.0% 609 -9.0% 2,068
Profit After Tax 1,996 1,835 8.8% 2,090 -4.5% 7,507
EPS (Rs.) 15 14 16 56
Source: Company, Keynote Capitals Ltd.
Quarterly Business Progression
Disbursement (Rs. Bn) Outstanding Loan Book (Rs. Bn)
23
20 350
334
325
Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q1Fy24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Source: Company, Keynote Capitals Ltd.
Asset Quality Return Ratios (%)
0.91% 0.91% 19% 19% 19%
18%
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0, 0,
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0.34%
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Source: Company, Keynote Capitals Ltd.
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Q1FY25 Conference Call Takeaways

General highlights

During the quarter, the ongoing elections have led to a slowdown in
demand for disbursements.

The change in state governments in Andhra Pradesh and Telangana has
led to operational delays and uncertainties in Sub-Registrar offices,
adversely affecting the registration process and subsequently impacting
loan disbursements.

Due to the cyclical nature of the first quarter, recovery efforts have been
hampered, leading to an increase in GNPA.

Disbursements are projected to reach Rs. 105 Bn in FY25, with an initial
Rs. 25 Bn expected in the upcoming quarter. Subsequently, to achieve
the annual target, disbursements are planned to increase progressively
by Rs. 3-3.5 Bn each quarter.

Throughout the vyear, the Company experienced a consistent
enhancement in its cost of funds, attributed to the repricing effects on
the portfolio that impacted the NIM.

The Company plans to increase its low-cost borrowings from the NHB,
anticipating benefits for affordable housing in the upcoming budget.

The Company expects a 30-40 bps reduction in borrowing costs from
commercial paper in Q2, which is 7% of the loan book.

~45% of the loan portfolio comprises loans with ticket sizes below Rs. 2
Mn.

The Company has increased its IT expenditure compared to the previous
year and has also raised its CSR budget.

To boost disbursements, the Company is focusing on direct sourcing and
has hired dedicated marketing and sales teams to support this strategy.

The Company has transitioned from a two-tier to a three-tier
organizational structure, incorporating zonal offices with enhanced
sanctioning authority to expedite disbursements.

The Company anticipates an increase in the percentage of its LAP
portfolio. Previously limited to existing customers, the LAP product is
now offered to new customers as well, leading to a modest rise in
demand for this product.

Management guidance

The Company has guided to grow its AUM by 15% in FY25.
The Company has guided a NIM of 3.5% in FY25.

The Company aims to maintain a cost-to-income ratio of 18% in FY25, as
it plans to continue investing in IT enhancements.

The Company is expecting a 2.1% ROA and 17% ROE in FY25.

The Company is expecting GNPA to fall below 0.8% in FY25.

The Company is expecting credit cost to be around 12 bps in FY25.

KEYNOTE
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KEYNOTE

Financial Statement Analysis

Profit & Loss Ratios

Y/E Mar, Rs. Mn FY23 FY24  FY25E  FY26E  FY27E FY23 FY24  FY25E  FY26E  FY27E
Net Interest Income 10,092 12,643 13,001 14,951 17,193 Growth YoY (%)

Other Income 1 70 70 50 50 Advance Growth (%) 183%  10.8% 15.0% 15.0%  15.0%
Net Income 10,103 12,713 13,071 15,001 17,243 orrowing Growth (%) 17.9% 9.6% 15.5%  14.5%  15.5%
Operating Expenses 1,445 2,296 2,340 2,542 2,923 \ji Growth (%) 21.9% 25.3% 2.8% 15.0% 15.0%
Pre-Provision Operating Profit 8,658 10,417 10,730 12,459 14,320 PPOP Growth (%) 26.9% 20.3% 3.0% 16.1% 14.9%
Provisions 418 788 743 769 884 Ratios

Profit Before Tax 8,240 9,629 9,988 11,690 13,436 NIM (%) 3.5% 3.8% 3.5% 3.5% 3.5%
Tax 2028 2407 2497 2923 454 Cost to Income Ratio 143% 181% 17.9% 169%  17.0%
Profit After Tax 6,212 7,222 7,491 8768 10,077 (/D Ratio 107.3% 108.4% 108.0% 108.5% 108.0%
EPS (Rs.) 46.7 54.3 56.3 65.9 75.7  Capital Adequacy Ratio (%) 23.0%  22.0% 22.0% 22.0% 22.0%
Balance Sheet ROE (%) 17.0%  16.6% 14.9% 15.0% 14.9%
Y/E Mar, Rs. Mn FY23 FY24  FY25E  FY26E  Fy27E[RSLYR0] 1.9% 20%  18%  18%  18%
Share Capital 266 266 266 266 266 Asset Quality

Reserves & Surplus 36207 43,172 50,064 58,130 67,401 GNPA 0.6% 08%  08%  08%  07%
Networth 36473 43,439 50,330 58396 67,667 NNPA 0.3% 0.4%  0.4%  04%  0.4%
Borrowings 2,90,681 3,18,629 3,67,927 4,21,166 4,86,583 PCR (%) 52.7%  48.8%  50.0% 50.7%  50.0%
Other Liabilities & Provisions 3551 3,948 3,996 4,185 4,288 Credit Cost (%) 0.1% 02%  02%  02%  0.2%
Total Liabilities 3,30,705 3,66,016 4,22,253 4,83,747 5,58,538 Valuation

ASSETS Book Value Per Share 326.6 378.4 439.1 508.8
Cash and Balance 17,675 19,165 23,421 25,227 31,329 Adjusted Book Value Per Share 315.7 3665  426.4  494.9
Advances 3,11,933 3,45,531 3,97,361 4,56,965 5,25,509 p/BV (x) 2.6 22 1.9 1.7
Fixed Assets & Others 1,087 1310 1,471 1556 1700 price-ABV (x) 2.7 23 2.0 17

Total Assets

3,30,705 3,66,016 4,22,253 4,83,747 5,58,538

Source: Company, Keynote Capitals Ltd.

KEYNOTE Rating History

Market Price at

Recommendation Residelpbuneie
23" Nov 2022 BUY 526 +27%
20t Jan 2023 BUY 521 +17%
28th April 2023 BUY 651 +13%
215t July 2023 NEUTRAL 833 +2.4%
19t Oct 2023 NEUTRAL 765 +5.8%
25t Jan 2024 NEUTRAL 770 +5.8%
2"d May 2024 NEUTRAL 763 +6.0%
26t July 2024 REDUCE 840 -4.0%

Source: Company, Keynote Capitals Ltd.
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Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (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.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm'’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

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 KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Specific Disclosure of Interest statement for subjected Scrip in this document:

Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives
Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO
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The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-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)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.
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media or reproduced in any form, without prior written consent of KCL. The report is based on the facts, figures and information that are believed to
be true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly
available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or
sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. KCL will not treat recipients as customers by virtue of their receiving this report

Disclaimer:

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written
consent. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The
securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise
of independent judgment by any recipient. Each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. Certain transactions -including those involving futures, options, another derivative product as well as non-investment
grade securities - involve substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the
accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest Statement
incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed
in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval. KCL, its associates, their directors and the
employees may from time to time, effect or have affected an own account transaction in, or deal as principal or agent in or for the securities
mentioned in this document. KCL, its associates, their directors and the employees may from time to time invest in any discretionary PMS/AIF
Fund and those respective PMS/AIF Funds may affect or have effected any transaction in for the securities mentioned in this document. They may
perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred
to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient should take this into account
before interpreting the document. This report has been prepared on the basis of information that is already available in publicly accessible media
or developed through analysis of KCL. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views
expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on,
directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. 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 KCL to any registration or licensing
requirement within such jurisdiction.



Can Fin Homes Ltd. | Quarterly Update KEYNOTE

The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession
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