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CAN FIN HOMES LTD Target: 750 Upside:20%

April 2022

VALUE PARAMETERS

Our Recommendation: The stock currently trades at 15x FY23
P/E and 2.4x FY23 P/B. Given the present scenario of recovery in

Face Value (Rs.) 2.00 economy after lockdown restrictions, company’s focus on tier-2 and
EPS (TTM) 338 tier-3 cities and dominance in Southern states, reducing cost of funds
) and robust loan book, the company will outperform in coming

>2-WeekHigh/Low 722/489 quarters. Thus, we recommend BUY in price range Rs. 620-640 with
M.Cap (Rs.inCr.) 8773 targetprice 750 (upside 20%).
P/E Ratio (TTM) 19.4
Sector P/E 25 2 Investment Rationale:

) About Company: Can Fin Homes Ltd. is a public sector housin,
P/B Ratio (calcatCMP) 312 finance company which is promoted by Canara Bank. The compang
Dividend Yield (%) 0.31 gives loans for construction of houses and for purchasing of flats or
Enterprise value 29440 houses. The company also offers loan for acquiring a plot and

construction of a house on the plot. The company also offers loan for
the expansion of existing house and loan for the repairs, renovation
and re-building of a house. Can Fin also provides CD, FD and schemes
for senior citizens. The company’s main focus has been on providing
loans to low- and middle-income individuals and first-time
0.01% homebuyers, salaried or professional. The company is also increasing

its base to self-employed professionals and non-professionals.

Q3FY22 results highlights:

@ Promoter
a7.6% DN * e NetSalesisatRs 508.27 crore in December 2021 up 1.1% from
: Fublic Rs. 502.72 crore in December 2020.
Others

e Quarterly Net Profit is at Rs. 115.69 crore in December 2021
down 12.3% from Rs. 131.92 crore in December 2020.

e EBITDA stands at Rs. 454.47 crore in December 2021 down
3.15% from Rs. 469.24 crore in December 2020.

e EPShas decreased to Rs. 8.69 in December 2021 from Rs. 9.91
in December 2020.

¢ Netinterestincome fell by 2% YoY and increased by 7% QoQ.

FINANCIAL PERFORMANCE e Disbursements rose by 123% YoY and 12% QoQ to Rs. 2,472

ACTUAL FORECAST crores.
e Assets under management stood at Rs. 25,091 crores, up 20%
FYMar-21 FYMar-22 FYMar-23 YoY and 6% QoQ.
NII (Rs. Cr) 798 790 940 e GNPA and NNPA stood at 0.71% and 0.39% respectively.
NIM (%) 3.8 3.3 3.3 e C(Creditcoststood atRs. 16 crores in Q3FY2022 compared to Rs.
PPP (Rs Cr) 690 660 800 2 crores in Q3FY2021.
PAT (Rs Cr) 456 480 570
EPS 34.2 36 43 Industry Overview: Housing Finance activity is on path of revival and
BVPS (INR) o6 = - recovery as lifting of COVID restrictions and reopening of economy.
According to ICRA report, HFC credit in India reported no growth in the
P/E 19.2 18.2 153 COVID affected quarters but witnessed sharp recovery in Q2FY22 that
P/B 3.4 3 2.4 improved loan book to an estimated Rs. 11.6 lakh crore. ICRA report also
ROE 19.2 17 17.2 points out housing finance companies’ AUM will increase in range of 8-
Payout 58 o1 51 10% in FY22 and around 9-11% in FY23. Liquidity measures taken by

RBI and declining cost of funds is benefiting housing finance industry.
RBI has taken several measures in providing regulated structure to

housing finance industry. These measures have improved affordability

and increased sale of housing facilities in the mid income group.

@"\M " Risks: Unfavorable monetary policy of RBIL. Interest rate fluctuations.
W L W A P Increase cost of funds could affect margins.
A AN
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Income Statement (Rs. Cr)

Y/E March FY2016 FY2017 FY2018 FY2019 FY2020 FY2021
Interest Income 1044.4 1306 1490.6 17134 2018.9 2006.4
Interest Expense 743.5 884 981 1169.3 1344.2 1208.3
Net Interest Income 300.9 422 509.6 544.1 674.7 798
Change (%) 69.4 40.2 20.8 6.8 24 18.3
Other Income 39.1 47.1 31.4 17.9 11.5 12.1
Net Income 340.1 469.1 541 562.1 686.2 810.1
Change (%) 64.5 37.9 15.3 3.9 22.1 18
Operating Expenses 66.8 80.7 87.8 91.5 108 124
Operating Income 273.3 388.4 453.2 470.6 578.6 686.1
Change (%) 80.1 42.1 16.7 3.8 23 18.6
Provisions/write offs 194 18.8 22.1 1.1 60.3 68.5
PBT 253.9 369.6 431.1 469.5 518.3 617.6
Tax 96.8 134.9 144.9 172.8 142.2 161.5
Tax Rate (%) 38.1 36.5 33.6 36.8 27.4 26.2
Reported PAT 157.1 234.7 286.2 296.7 376.1 456.1
Change (%) 82.2 49.4 22 3.7 26.8 21.3
Proposed Dividend (incl. tax) 32.1 32.1 32.1 32.1 32.1 26.6

Balance Sheet (Rs Cr)

Y/E March FY2016 FY2017 FY2018 FY2019 FY2020 FY2021
Capital 26.6 26.6 26.6 26.6 26.6 26.6
Reserves & Surplus 851.4 11771 1460.4 1755.6 21234 2583.2
Net Worth 878 1203.7 1487 1782.2 2150.1 2609.8
Borrowings 9074 11867.5 13921 16797.4 18748.4 19292.9
Change (%) 23 30.8 17.3 20.7 11.6 2.9
Other liabilities 804 216.8 3215 150 145.1 171
Total Liabilities 10756 13288 15729.5 18729.5 21043.6 22073.7
Loans 10714.6 13224.1 15644 18234.2 20525.7 21891.5
Change (%) 29.1 234 18.3 16.6 12.6 6.7
Investments 14.9 16 16 16.3 24.3 49.6
Change (%) 0 7.1 0 1.9 49.1 104.1
Net Fixed Assets 8.9 10.2 9.6 9.9 37.9 37.8
Other assets 17.5 37.7 60 469.2 455.7 94.8
Total Assets 10756 13288 15729.5 18729.5 21043.6 22073.7
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Key Ratios
Y/E March FY2016 FY2017 FY2018 FY2019 FY2020 FY2021
Return Ratios (%)
Yield on advances 11 10.9 10.3 10.1 10.4 9.44
Cost of borrowings 9 8.4 7.6 7.6 7.6 6.35
Net Interest Margin 3.2 3.5 3.5 3.2 3.5 3.8
Profitability Ratios (%)
ROE 19 22.5 21.3 18.2 19.1 19.2
ROA 1.6 2 2 1.7 1.9 2.1
C/| ratio 19.6 17.2 16.2 16.3 15.7 15.3
Asset Quality Ratios (%)
GNPA 198 279 675 1,135 1,571 2,019
NNPA 0.2 0.2 0.4 0.6 0.8 0.9
PCR 0 0 316 795 1,118 1,343
Valuation Ratios
Book Value (INR) 66 90.4 111.7 133.8 161.5 196
Price/BV (x) 10 7.3 5.9 4.9 4.1 34
EPS (INR) 11.8 17.6 215 22.3 28.2 34.2
EPS Growth 82.2 49.4 21.9 3.7 26.8 21.3
Price/Earnings (x) 55.7 37.3 30.6 29.5 23.3 19.2
Dividend per share (INR) 2 2 2 2 2 2
Dividend yield (%) 0.3 0.3 0.3 0.3 0.3 0.3
Funding Mix in March 2021 Loan Assets Category Wise in March 2021
20%
2% \

n Sglaried = Non-Salaried

m Banks wmMNHB = Deposits Market borrowings
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YOY loan book (Rs Cr) Net Interest Income (Rs Cr)
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Disclosure:

We, research team at Share India Securities Ltd. (SISL), authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. SISL has no material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was,
is, or will be directly or indirectly related tothe specific recommendation(s) or view(s) in this report.

We state that Research Analyst or his/her relative or SISL may have any financial interest in the subject company. Also Research Analyst or his relative or SISL or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.

Further, Research Analyst or his relative or SISL or its associate a) does not have any material conflict of interest at the time of publication of the research report; b) has not managed or co-
managed public offering of securities for the subject company in the past twelve months; c) has not received any compensation for investment banking or merchant banking or brokerage services
or for any other product/s or service/s or for any other reason whatsoever from the subject company in the past twelve months; d)has not received any compensation or other benefits from the
subject company or third party in connection with the research report; e) has not served as an officer, director or employee of the subject company; and f) has not been engaged in market making
activity for the subject company.

SISLis a SEBI Registered Research Analyst having registration no. INH100005011.

Disclaimer:

This report has been prepared by SISL and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based
upon information obtained in good faith from 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. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not
intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality,
state, country orother jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject SISL or its affiliatesto any
registration or licensing requirementwithin such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not
be reproduced, distributed or published for any purposes without prior written approval of SISL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived
from them. In addition,investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. SISL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mailand/or its attachments.

SISL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein
or (b) be engaged inany 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 orlender/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.

SISL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis
of this report,including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or
purchase or otherdeals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

SISL is a Member of National Stock Exchange of India Limited (NSE), BSE Ltd (Bombay Stock Exchange), Multi Commodity Exchange of India Limited (MCX), National Commodity and Derivatives
Exchange Limited (NCDEX), Indian Commodity Exchange Limited (ICEX) and has Depository Participant affiliation with Central Depositories Services (India) Limited (CDSL). It is a SEBI registered
Portfolio Manager and SEBI registered Research Analyst[ SEBI Reg. No.:INB/F/E 231079832, INB/F/E 011079838, IN-DP-32-2015, AMFI Reg. No. ARN: 78041, SEBI Research Analyst Reg. No.:
INH100005011, CIN - L67120GJ1994PLC115132 ].
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