Date: 2nd March, 2016

Recommendation: BUY

Indiabulls Housing Finance Limited CMP: 624
Q3 FY16 Quarterly Update Target Price: 714
In Q3 FY16, Indiabulls Housing Finance (IBHF) reported NIl growth of 17% q-0-q (26% y-o-y) led
NSE TICKER IBULHSGFIN by 7% q-0-q (30% y-o-y) growth in loan book. Overall, PAT grew by 9% q-o-q (26% y-o-y) to Rs.
Networth (FY16E)(Rs. Crs) 11,638 605crs as other income grew by 1% g-o-q (38% y-o-y) to Rs. 109crs and operating expenses
P/BV Ratio (FY16E) (x) 2.3 grew by 12% g-o-q and (26% y-o-y) to Rs 159%crs.
EPS (FY16E) (Rs.) 58

Strong growth in disbursements & loan outstanding

Market Pri Rs. 624

P/CIlErRet' n(:i,f 6SE; ) 10.7 Disbursement grew by 5% g-o-q (22% y-o-y) to Rs. 6,474crs attributed to high growth from
atio X .

52 Week High(10/8/2015)(Rs.) 820 home loan & LAP and lower growth from corporate mortgage book. Loan book grew by 7% g-o-
eek Hi s.

52 Week L 2 (7/5/2015)(Rs.) 518 q (30% y-o-y) to Rs. 62,235crs and securitized portfolio (off balance sheet) grew by 7% q-o-q
eek Low s.

Market Capitalisation (Rs. crs) 26,275 (37% y-o-y) to Rs. 7,412crs. Securitized portfolio will earn a spread of 3.1% p.a over the life of

the loan. Home loans which forms majority of the incremental disbursals (~54%) are disbursed

AVERAGE MONTHLY VOLUME (‘000 at an average ticket size Rs. 25 lacs; average LTV of 71% at origination.

BSE 196 Steady NIMs; Decrease in Cost to Income ratio
NSE 2,521 NIMs have improved to 4.9% (41bps g-o-q & down 15bps) largely due to the shift happening
from bank borrowings to other sources & benefit of capital raising (QIP of Rs. 40bn). Incremental
SHARE HOLDING PATTERN . . .. .
yields on all product segments are falling due to competitive pressure and a fall in the base

rates. However, the same is being offset by lower incremental borrowing cost as ~65% of the
incremental borrowings over last 1 year were from non-bank sources. Cost to income ratio

declined by 41bps g-o-q (11bps y-o-y) attributed to increasing scale and improving employee
productivity.

Stable Asset quality

GNPA% declined by 1bp q-0-q (3bps y-o-y) to 0.83% and NNPA% remained same at 0.35%. For
last 3 years, asset quality has been stable for IBHF despite higher proportion of loan book
towards corporate mortgage book when compared with other housing finance companies. This
is mainly due to 1) more emphasis on in-house sourcing of loan, 2) accountability of the
sourcing personal, 3) higher collateral for non-mortgage book and 4) corporate mortgage loan
book focused around low-risk lease rental discounting. Credit cost (annualized) declined by 5bps

g-0-q (up 11bps y-o0-y) at 0.72%.

RETUC o A o~ Other Highlights
Management has guided long term dividend pay-out ~50% for IBHF. Management’s focus on

IBULHSGFIN -13% -14% 0%
SENSEX -9% 7%  -19%

affordable housing project has got a boost as budget 2016 has given 100% deduction for profits

for undertaking a housing project in the affordable housing space. We expect the same will be
( \ passed on by the developers which will increase demand for housing in this segment. The

budget also includes deduction of additional interest of Rs. 50,000 p.a. for loans up to Rs. 35
lacs sanctioned in 2016-17 for 1% time buyers, where house cost does not exceed Rs. 50 lacs.

Vishal Rampuria
(Director, Research)

. . . . . IBHF has average loan size of Rs. 25lacs with an average LTV of 71% at origination.
vishal.rampuria@dimensional.in

+91-22-66545256 Valuation
Siddhesh Mhatre (Research Analyst) The recent equity infusion of Rs. 40bn at Rs. 702/share through QIP has strengthened the
siddhesh.mhatre@dimensional.in company’s B/S. We expect loan book to grow better than the industry at 23% CAGR (FY15-18E).
+91-22-66545284 As on Q3 FY16, IBHFL has capital adequacy ratio (CAR) of 21.6%. We have built in lower
K / profitability due to rising competition and slowdown in the economy. At CMP, the stock is trading

at P/B multiple of 2.3x FY16E BV of Rs. 276 and 2x FY17E BV of Rs. 306. We recommend a BUY
rating with a target of Rs. 714 valuing at 2.4x FY17E BV of Rs 291; after adjusting net worth for
investment in North Oak Bank (Rs 660 crs) which is valued at 1x its BV.

Quarterly Performance:

Particulars Rs. Cr

Net Interest Income 741 590 26% 632 17% 2177 1,904 14%
Other Income 109 79 38% 108 1% 344 233 48%
Total Income 849 669 27% 740 15% 2,521 2,137 18%
Operating Expenses 159 126 26% 141 12% 535 406 32%
PPOP* 691 543 27% 599 15% 1,986 1,731 15%
Total Provisions 113 74 52% 113 0% 300 227 32%
PBT 806 622 29% 741 9% 2,473 1,982 25%
Taxes 201 144 39% 186 8% 571 413 38%
PAT 605 478 26% 556 9% 1,901 1,569 21%

*PPOP - Pre Provisioning Operating Profit
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Graphs for important parameters

Steady growth in loan book
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Steady NIMs
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Q3 FY16 CONFERENCE CALL HIGHLIGHTS: -

Source: Company, Dimensional Securities

e Management guided 25% growth in loan book for FY16 & 20-25% growth in FY17.

e  Company continues to focus on Rs. 25-75 lacs ticket size loans.

e Bank’s loan contribution to the borrowing mix has fallen to 49%. Incremental non-bank borrowing is ~65% of the total

incremental borrowing and borrowing cost of non-bank is ~100bps lower than borrowing cost. Management has guided a

target mix of 60:40 in favour of non-bank borrowings.

e  On incremental basis, yields for home loans were above 10%, LAP - 13% & corporate mortgage loans — 14.65%.

e Disbursement’s (Rs. 6474crs) break up - ~Rs. 3500crs from home loans, ~Rs. 1700crs from LAP & ~Rs. 1300crs from

corporate mortgage loans.

e IBHF is optimistic but very careful with respect to the corporate mortgage book and is focused more on lease rental

discounting.
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QUARTERLY PERFORMANCE:

Particulars (amt in Rs. Crs Dec-15

Interest Income 1,966 1,618 22% 1,877 5% 6,121 5,187 18%
Interest Expenses 1,226 1,028 19% 1,245 -2% 3,944 3,282 20%
Net Interest Income 741 590 26% 632 17% 2,177 1,904 14%
Other Income 109 79 38% 108 1% 344 233 48%
Total Income 849 669 27% 740 15% 2,521 2,137 18%
Operating Expenses 159 126 26% 141 12% 535 406 32%
Operating Profits before provisions 691 543 27% 599 15% 1,986 1,731 15%
Total Provisions 113 74 52% 113 0% 300 227 32%
PBT 806 622 29% 741 9% 2,473 1,982 25%
Taxes 201 144 39% 186 8% 571 413 38%
PAT 605 478 26% 556 9% 1,901 1,569 21%
EPS 14.4 13.5 7% 13.3 8% 53.5 47.0 14%
Asset Quality

GNPA % 0.83 0.86 -3 0.84 -1 0.9 0.8 2
NNPA % 0.35 0.34 1 0.35 0 0.3 0.4 -6
PCR % Reported 141 139 141 139 2 139 0.88 51
Credit Cost % 0.72 0.62 11 0.78 -5 0.57 0.55 2
Ratios %

Cost to Income ratio (Calculated) 18.67 18.78 -11 19.08 -41 21.23 18.99 224
Tax Rate 24.95 23.16 179 25.06 -11 23.11 20.85 225
Opex to Loan book 1.02 1.05 -3 0.97 5 1.02 0.99 4
Quarterly NIMs (Calculated) 4.9% 5.1% -15 4.5% 41 4.7% 5.0% -38.0
Balance Sheet

Capital 84 71 19% 84 0% 71 67 6%
Net worth 10,501 6,133 71% 10,367 1% 6,632 5,707 16%
BV 249 173 44% 247 1% 187 171 9%
Loan Disbursement 6,474 5,300 22% 6,192 5% 20,000 14,000 43%
Loan Outstanding 62,265 48,078 30% 58,225 7% 52,234 41,171 27%

*Source: Company, Dimensional Securities
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OUTLOOK &VALUATION: -

The recent equity infusion of Rs. 4,000crs at Rs. 702/share through QIP has strengthened the company’s B/S. We expect loan book to
grow better than the industry at 23% CAGR (FY15-18E). As on Q3 FY16, IBHFL has capital adequacy ratio (CAR) of 21.6%. We build
in lower profitability due to rising competition and slowdown in the economy.

At CMP, the stock is trading at P/B multiple of 2.3x FYT16E BV of Rs. 276 and 2x FY17E BV of Rs. 306. We recommend a BUY rating
with a target of Rs. 714 valuing at 2.4x FY17E BV of Rs 291; after adjusting net worth for investment in North Oak Bank (Rs 660 crs)

which is valued at 1x its BV.
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Profit & Loss Statement

DESCRIPTION Rs. Cr FY14 FY15 FY16E FY17E FY18E
INCOME :

Interest income 5,187 6,120 7,658 9,227 10,971
Interest Expenses 3,282 3,944 4,700 5,465 6,686
Net Interest Income 1,904 2,176 2,958 3,762 4,285
Fees & Other operating Income 233 344 389 459 542
Other Income 485 805 946 1,069 1,286
Net Revenues 2,622 3,326 4,293 5,291 6,113
EXPENDITURE :

Employee Expense 264 325 390 443 504
Depreciation 8 19 21 25 28
Other Opex 139 210 258 307 348
Operating Profit before Provisions 2,211 2,772 3,625 4,517 5,232
Provisions and Contingencies 227 300 389 379 409
PBT 1,985 2,472 3,236 4,137 4,823
Tax 413 571 777 1,034 1,254
Profit After Tax 1,571 1,901 2,459 3,103 3,569

Source: Company, Dimensional Securities

Balance Sheet

DESCRIPTION FY14 FY15 FY16E FY17E FY18E
EQUITY AND LIABILITIES

Share Capital 67 71 87 87 87
Total Reserves 5,636 6,558 11,551 12,822 14,285
Shareholder's Funds 5,706 6,632 11,638 12,909 14,372
Borrowings 29,313 40,967 47,905 58,923 73,065
Other Liabilities 9,394 9,627 12,964 15,682 19,213
Total Liabilities 44,417 57,231 72,519 87,527 106,661
ASSETS

Non-Current Assets

Loans & Advances 35,580 46,473 58,828 71,262 86,707
Fixed Assets & Goodwill 115 123 130 139 149
Investments 2,947 6,164 11,146 8,828 9,327
Cash & Bank 4,419 3,490 1,364 6,106 9,091
Other Assets 1,355 982 1,050 1,192 1,388
Total Assets 44,417 57,231 72,519 87,527 106,661

Source: Company, Dimensional Securities

Regd. Office: 298, Perin Nariman Street, 4th Floor, City Ice Building, Fort, Mumbai - 400 001.

Investors are advised to refer through disclosures made at the end of the Research Report



Indiabulls Housing Finance
A

Ratio Analysis

FY14 FY15 FY16E FY17E FY18E
Operational Ratios (Rs.)
EPS 47 53 58 74 85
Book Value 171 187 276 306 341
DPS 29 26 25 31 36
Spread Analysis
Yield on Loans 14.5% 14.4% 13.9% 13.5% 13.1%
Cost of Borrowings 9.8% 9.5% 9.3% 9.1% 9.0%
Interest Spread 4.7% 4.9% 4.7% 4.4% 4.2%
NIM 5.0% 4.7% 5.0% 5.1% 4.8%
Profitability Ratios
RoE 29% 31% 27% 25% 26%
RoA 3.9% 4.1% 4.2% 4.2% 4.0%
Asset Quality ratios
G.NPA % 0.8% 0.9% 1.0% 1.1% 1.1%
N.NPA % 0.4% 0.3% 0.5% 0.6% 0.7%
Efficiency Ratios
Int. Exp./Int. Earned 63% 64% 61% 59% 61%
Op. Exp/Net Inc. 26% 29% 27% 25% 25%
Debt / Equity 5.1 6.2 4.1 4.6 5.1
Valuation Ratios
P/E (x) 5.0 10.4 10.7 8.5 7.4
P/B (x) 1.4 3.0 2.3 2.0 1.8
Dividend Yield 12% 5% 4% 5% 6%

Source: Company, Dimensional Securities
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ANALYST CERTIFICATION

We /I (Vishal Rampuria/ Siddhesh Mhatre), Research Analysts, 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. We also certify that no part of our

compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.
Terms & conditions and other disclosures:

Dimensional Securities Private Limited (DSPL) is engaged in the business of stock broking and distribution of financial products. This Report
has been prepared by Dimensional Securities Private Limited (DSPL) in the capacity of a Research Analyst having SEBI Registration No.
INHO00001444 and distributed as per SEBI (Research Analysts) Regulations 2014.

The information and opinions in this report have been prepared by DSPL and are subject to change without any notice. 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 of
DSPL. While we would endeavour to update the information herein on a reasonable basis, DSPL is under no obligation to update or keep the

information current. Also, there may be regulatory, compliance or other reasons that may prevent DSPL from doing so.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has
been made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall
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. The recipient should independently
evaluate the investment risks. DSPL or its associates accept no liabilities whatsoever for any loss or damage of any kind arising out of the use
of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to
understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

DSPL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. DSPL or its
analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither DSPL nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that (Vishal Rampuria/ Siddhesh Mhatre), Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

DSPL or its associates collectively or Research Analysts do not own 1% or more of the equity securities of the Company mentioned in the
report as of the last day of the month preceding the publication of the research report.

Since associates of DSPL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in
various companies including the subject company/companies mentioned in this report.

It is confirmed that (Vishal Rampuria/Siddhesh Mhatre), Research Analysts do not serve as an officer, director or employee of the companies
mentioned in the report.

DSPL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

We submit that no material disciplinary action has been taken on DSPL by any Regulatory Authority impacting Equity Research Analysis
activities.

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 DSPL and associates to any registration or licensing requirement within such jurisdiction.

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.

DSPL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network
(Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance shutdown,
breakdown of communication services or inability of DSPL to present the data. In no event shall DSPL be liable for any damages, including
without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data
presented by DSPL through this report.
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