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PNB Housing Finance Ltd. reported strong growth this quarter. Net profit increased
to Rs 208 Cr registering robust growth of 51% YoY & 12% sequentially.Net Interest
Income registered a growth of 69% to Rs 386 crore from Rs 228 crore YoY.

NIMs & Disbursements:

NIM for the quarter came in at 3.15% increasing by 44 Bps from 2.71% YoY.
Company’s disbursements increased by 44% to Rs 7,385 crore during Q2 FY17-18
from Rs 5107 crore during Q2 FY16-17. Disbursements towards housing loan
accounted for 70.6% and non-housing loan at 29.4%. Disbursement for Q1 FY17-18
was Rs. 7,794 crore. Management is conservative while lending in construction
finance.

Deposits & Borrowings:

The Deposit portfolio grew by 33% to Rs 10,405 crore as on 30th Sept, 2017 from
Rs. 7,831 crore as on 30th Sept, 2016. Cost of borrowing decreased by 94 bps to
7.77% vs 8.71% YoY. Borrowings for this quarter were Rs.45072 cr vs. Rs.39564 cr
QoQ. Borrowings portfolio was majorly funded by NCDs (45.8%), Deposits(23.1%),
Commercial paper (15.2%).

Asset quality:

Gross Non-Performing Assets (NPA) stood at 0.34% of the Loan Assets as on 30th
Sept, 2017 against 0.26% as on 30th Sept, 2016. Net NPA stood at 0.26% of the
Loan Assets as on 30th Sept, 2017 against 0.18% as on 30th Sept, 2016. Of the 5
large accounts that had been slipped to NPA is Q1FY18, the company was able to
recover back from 4 accounts.

Expansion:

Company has added 7 new branches taking the total to 73 and company also
services the customers through 29 outreach locations. The Company will continue
to grow on the back of branch network expansion. It has plans of opening 23
branches in FY18 out of which 10 branches have already been opened in H1FY18.
Cost to income ratio for the company decreased to 17.86%.

Valuation:

We have pegged a multiple of 3.5(x) to FY 19E ABV & arrived at a fair value of Rs
1526 per share. At CMP of Rs 1421 the stock is available at its FY 19E P/ABV of
3.3(x). We have “HOLD” rating on the stock.

(Rs Cr) FY17 FY18E FY19E
Net interest income 996 1,372 1,778
Operating Profit 1,264 1,744 2,262
PAT 524 761 1,011
EPS (Rs) 31.6 45.9 61.0
EPS Growth (%) 23.0% 45.3% 32.9%
ROE (%) 13.6 12.8 14.8
P/E (x) 48.9 33.6 25.3
ABV 337 376 436
P/ABV (x) 4.0 3.8 3.3
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Q2 FY18 Earnings Snapshot:

Reported Quarterly Results (Rs. cr)
Particulars Q2FY18 |Q2FY17 YoY(%) Q1FY18 QoQ(%)
Income:
Interest Income 1316 913 44.1 1192 10.4
Fees & Other operating Income 0.07 57 -99.9 0.12 -41.7
Income from operations 1316 970 35.6 1192 10.4
Expenditure:
Finance cost 836 685 22.1 753 11.0
Employee benefit expenses 33 27 24.5 29 14.4
Other expenses 72 70 3.0 74 -3.2
Depreciation expense 5 5 15.1 5 33
Provisions and write - offs 50 -23 -323.4 48 4.6
Total Expenditure 996 763 30.6 909 9.6
Profit before Other Income 319 207 54,2 283 12.8
Other Income 0.07 0.08 0.12
Profit Before Tax 319 207 54.1 283 12.8
Tax Expenses 111 70 60.0 98 13.2
Net Profit After Tax 208 138 51.1 185 12.6
EPS 12.5 10.9 15.1 11.1 12.6
Disbursement 7385 5107 44.6 779 -5.2
Borrowings 45072 29855 51.0 39564 13.9
(%)
GNPA 0.34 0.26 30.8 0.43 -20.9
NNPA 0.26 0.18 44.4 0.33 -21.2
NIM 3.15 2.76 14.1 3.12 1.0

Source: Ace Equity, Arihant Research
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Income Statement Balance Sheet
Year to 31st March (Rs.Cr) FY17 FY18E FY19E As on 31st March (Rs. cr) FY17 FY18E FY19E
Interest Income 3640 4947 6,638 LIABILITIES
Interest Expenses 2,644 3,575 4,860 Capital 166 166 166
Net Interest Income 9% 1372 1,778 Reserves & Surplus 5,412 6,173 7,184
Other Income 102 140 181 Netwoth 5577 6,338 7,349
Fee-based Income 166 233 302 Borrowings 35,497 50,687 66,480
Operating Income 1,264 1,744 2,262 Other liabilities & provisions 1,885 2,282 2,735
Operating Expenses 357 447 536 Total Liabilities 42,960 59,308 @ 76,564
Gross Profits 907 1,298 1,726
Provisions ’ 103 ’ 162 ’ 217 ASSETS
Profit Before Taxes 804 1,136 1,509 Advances 38,531 53,984 70,177
Taxes 280 375 498 Fixed assets 60 73 87
Profit After Taxes 524 761 1,011 Other assets 4368 5251 6300

Total Assets 42,960 59,308 76,564
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Disclaimer:
This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of

any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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