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Target price Revision

Dewan Housing Finance
Corporation Ltd.

Standing strong

CMP: Rs.214
Target Price: Rs.260
Upside/(Downside) % 21%
Recommendation: BUY
Stock Info
BSE Group B
BSE Code 511072
NSE Symbol DHFL
Bloomberg DEWH IN
Reuters DWNH.BO
BSE Sensex 19906.41
NSE Nifty 6024.05
Market Info
Market Capital '2600.0 cr
Equity Capital “117.1cr
Avg. Trading Vol. (NSE Qtly) 275.2
52 Wk High/ Low 279/142
Face Value 10

Shareholding Pattern (%) (30th Sep 2012)

Promoters 35.3
Domestic Institutions 1.2
Foreign Institutions 41.6
Public and Others 21.9
Govt. Holdings NA
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Generating Wealth. Satisfying Investors.

Dewan Housing Finance Corporation Ltd (DHFL), catering to lower and
middle income groups, with diversified product mix and footprints across
Tier Il and Tier lll cities, stands favorable in the housing finance space. The
consistency in AUM growth coupled with impeccable asset quality and
diversified borrowing profile reinforces our confidence in the company.

Earnings momentum positive: The Q2FY13 reported decent earnings
growth, with 19% YoY PAT growth at Rs 86 crs backed by robust core income
performance recording 44% YoY growth at Rs 156 crs and improvement in
asset quality. Margins were stable at 2.8% levels and return ratios (RoEs-
18%, RoAs-1.8%) at superior levels maintained the growth momentum.

Q3FY13 Earnings Expectation: We expect 26% growth YoY for Net Interest
Income supported by robust disbursements during the quarter accompanied
with PAT growth of 22% YoY at Rs 92 crs. The key numbers to be watched
out for the quarter would be asset quality and cost metrics of the company.

Subsidiaries merger- growth positive: While the company received in-
principle approval for amalgamation of First Blue Home Finance Limited and
DHFL Holdings Private Limited (subsidiaries of the company) with Dewan
Housing Finance Corporation, from the High Courts, the company is set to
strengthen its customer and portfolio mix in the housing finance spectrum
serving niche segment. Further, given the dominance in LMI segment
supported by differentiated business model and healthy sanctions pipeline,
we expect robust >25% CAGR growth in advances for the period FY12-14E.

Outlook: The niche market focus of DHFL with differentiated and resilient
business model, shift of focus to core business (through divestment in
subsidiaries), capital sufficiency lower LTVs backed by superior asset quality,
margins enrichment and superior return ratios makes us positive on the
company and we reiterate BUY rating on the stock. Sharp rise in
delinquencies or AUM compression due to market uncertainties, spike in
costs and continued subdued non-interest income performance form the
downside risks to the stock. While the stock rallied more than 25% in the
recent period with the amalgamation news and the upbeat in earnings
growth, we continue to see further upside potential in the stock. At current
valuations, it looks cheap and we value the core business at 1.3X P/ABV
(which is at a discount to other bigger housing financiers) for the standalone
Model and arrive at a revised SOTP price of Rs 260.
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Stock Rating Scale
Absolute Return

BUY >20

ACCUMULATE 12-20

HOLD 5-12

REDUCE <5
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