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Investment Thesis

LIC Housing Finance Ltd (LICHFL), a subsidiary of LIC, is specializing
in Home Financing. LICHFL leverages the strong brand image and
the network of the parent LIC has established itself as a strong retail
Housing Finance Company (HFC) over the past 34 years. This strong
retail presence is key moat against peers in the HFC category.

During Q1FY24, LICHFL undertaken a organizational restructuring
and technology upgrade, which disrupted the disbursement.
During Q3FY24, disbursements normalized to Rs. 15,184 crs of which
Rs. 12,868 crs were Individual Housing loans. Management is
confident they will have a improved FY25 as the benefit of the
restructuring and tech upgrade start to accrue.

LICHFL has made a conscious effort to improve profitability by
expanding its Net Interest Margin (NIM). As on Q3FY24, the NIM
stood at 3.00% up from 2.41% in Q3FY23, which was near a 12-year
high. The expansion in the NIM was driven by elevated yields and
higher spreads. This allowed LICHFL to strengthen the balance
sheet using the excess profit.

The management of LICHFL has executed a significant clean-up of
the balance sheet and asset quality. During FY23, LICHFL reduced
Gross NPA by 86 bps 1o 4.49% from 5.35% in FY22, while the Net NPA
declined by 102 bps to 2.70% from 3.72% in FY22. The Stage 3
Exposure at Default (EAD) improved to 4.26% in Q3FY24 down 49
bps on a Y-o-Y basis.

As of Q3FY24, 99% of outstanding loans of LICHFL are pure floating
rate loans. This has enabled LICHFL to swiftly pass on interest rate
hikes, allowing for NIM expansion. Furthermore, LICHFL is well
positioned to compete with peers for loan balance transfers.

Financials

During Q3FY24, LICHFL reported a 31% jump Y-0-Y in Net Interest
Income (NIll) to Rs. 2,097 crs from Rs. 1,598 crs in Q3FY23. This
jumped was driven by a 59 bps NIM expansion during the same
period.

Particulars FY22 FY23 FY24E FY25E FY24E
NIl (Rs in Crs) 5,823 6,579 7,723 8,577 9.308
NIM (%) 2.29% 2.41% 2.70% 2.75% 2.65%
Adj. PAT (Rs in Crs) 2,286 2,891 3,862 4,679 5,269
Loan Book (Rsin Crs) [ 2,51,120 | 2,75,047 | 2,97,051 | 3,26,756 | 3,75,769
Book Value (Rs.) 449 493 564 650 745
RoE (%) 10.08 11.13 12.4% 13.1% 12.9%
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Stock Data ‘

Market Cap (Rs. Crs) 36,296
Market Cap ($ Mn) 4,371
Shares O/S (in Crs) 55
Avg. Volume (3 month) 25,14,142
52-Week Range (Rs.) 682 /338

Shareholding Pattern
Promoters 45.24
FIIs 21.91
Institutions 21.76
Others (incl. body corporate) 11.09
Div Yield (%) 1.28
TTM PE (x) 7.45
ROE (%) 11.13
TTM EPS (Rs.) 88.5

Stock Performance
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e The Total Loan Book Qutstanding as at the end of Q3FY24 was Rs.
2,81,206 crs, up 5% Y-0-Y. The Individual Home Loan Portfolio
outperformed and grew by 7% to reach Rs. 2,38,499 crs.

« During Q3FY24 asset quality on Y-o-Y basis saw an improvement as
Stage 3 EAD declined to 4.26% against 4.76% in Q2FY23. There was
also a sequential upgrade from 4.90%, indicating prudent
provisioning and sound underwriting practices.

Key Business Highlights

Incorporated in 1989, LICHFL is one of the largest HFC's in India with
a key objective of providing long term finance to individuals for the
purchase or construction of house/flat for residential purposes in
India.

e Being a subsidiary of LIC, LICHFL has PAN India presence with 314
area offices, comprising of Home Loan Agents, Direct Sales Agents,
etc. LICHFL has also kick started a new marketing channel wherein
it employ direct marketing executives to enchance its reach.

e Average ficker size of the loans LICHFL has given is Rs. ~28 lakhs
and 89% of its loans customers are Salaried. Further, 84.4% of the
outstanding loans are Individual Home Loans.

Valuation

LICHFL has been consistently growing albiet slower than the industry
growth rate and asset quality was also sub-par. This led to LICHFL
been valued at below its book value. Over the past 1 year, LICHFL has
made significant improvement and we believe strong moat in retail
loans, ability to fransmit higher borrowing cost to its customers and
strong NIM, LICHFL is poised for a re-ratfing.

Therefore, we ascribe a BUY rating for LICHFL with a target price of Rs.
894, translating to an upside of 36%+.

Risk & Concern

« Increased Interest rate competition with peers to attract new
customers.

« Inferest rate hikes by RBI could dampened fresh loan disbursements.

« Slowdown in the Real estate sector.
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Figure 2: GNPA & NNPA Trend
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
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conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months; (€) has not received any compensation or other benefits from the subject company or third party
in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is hot engaged in
market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed
fo be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached
fo any individual, same may be ignored and brought to the attention of the sender. Preparation of this research report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide for future performance. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should
not be taken as the only base for any market tfransaction; however this data is representation of one of the support document among
other market risk criterion. The market participant can have an idea of risk involved fo use this information as the only source for any
market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this
report comes, should observe, any such restrictions. The revelation of interest statements infegrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred to in this report and the income from them may go down as well as up. Bonanza
portfolio Ltd or its directors, employees, aoffiliates or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the
disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of M/s. Bonanza
portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on account of
differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not
been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or
employee of the subject company. Research analyst have not received any compensation/benefits from the Subject Company or
third party in connection with the research report.
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