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We upgrade Aavas to HOLD (REDUCE earlier) with a revised TP of Rs.2,050 (4.2x 

Sept’ 24 ABV/33x Sept’24 EPS). Aavas has reported higher than expected AUM 

growth for the second consecutive quarter at 24% YoY leading us to revise our AUM 

growth estimates upwards to 22% over FY22-25E as underlying demand remains 

strong. Asset quality too has remained stable resulting in benign credit costs. 

Margins however are expected to see some compression as yields would remain 

range bound due to competitive pressure and higher share of fixed-rate portfolio. 

Digital transformation initiatives will keep operating expenses sticky and limit RoE 

at 13% levels by end FY25e. Prefer Home First Finance in the affordable housing 

financing space. 

▪ AUM growth picks up for second consecutive quarter: Aavas reported 24% YoY 
growth in AUM to Rs.125.4bn driven by pick up in disbursements in both Home 
Loans (33% YoY) and Other Mortgage Loans (17% YoY). Aavas has posted 20%+ 
YoY growth for the second consecutive quarter. With disbursements picking up 
as demand remains strong and repayments normalising, growth is likely to be in 
the 20-25% range. We have, therefore, revised our growth estimates and factor 
in 22% CAGR in AUM over FY22-25E (vs. 20% earlier). 

▪ Margins decline, to remain under pressure Aavas saw 100bps QoQ/50bps YoY 
decline in NIMs (calc.) as yields (calc) declined by 60bps YoY/10 bps QoQ. The 
company has increased its lending rates by 75bps in H1FY23, however, the same 
is not getting reflected in yields as the rate hike has not been passed on the entire 
floating book to contain BT out while fixed book gets repriced every three years. 
Aavas is likely to take 50bps rate hike in Q3FY23; however, cost of funds is also 
likely to inch up as banks pass on rate increase. We have built in NIM 
compression of 50bps in FY23E. 

▪ Asset quality stable; opex to remain elevated in near term: Aavas saw asset 
quality remaining stable as gross stage 3 assets stood at 1.1% (vs. 1.08% in 
Q1FY23) led by improvement in its 1+ dpd. Credit costs came in at 7bps due to 
excess provisions made in the last two years. Credit costs are expected to remain 
benign in FY23; we have factored it in at 15bps. Operating expenses remained 
high as it continues to invest in technology, people and branch expansion 
strategy. We have revised our Opex/AUM upwards to 3.3% over FY22-25E. 

▪ Valuation and rating: Aavas has seen revival in AUM growth in the last two 
quarters; which is likely to continue going forward and hence, we have revised 
our growth estimates upwards. However, higher operating expenses and margin 
pressure would contain valuation multiples. We have revised our earnings 
estimates upwards by 3%/4% in FY24/25E on account of higher growth and lower 
credit costs. Given the correction in stock seen in the last 3 months, we upgrade 
Aavas to HOLD from REDUCE earlier and ascribe a 4.2x multiple on its Sept’24 
ABV, arriving at a target price of Rs.2,050 (implied PE multiple of 33x Sept’24 EPS 
of Rs.63). Key risks: Lower NIM compression or lower than expected opex/AUM 
that could drive RoE higher.  

 
 

Target Price 2,050  Key Data  

   Bloomberg Code AAVAS:IN 

CMP 1,973  Curr Shares O/S (mn) 79.0 

   Diluted Shares O/S(mn) N.A. 

Upside 4%  Mkt Cap (Rsbn/USDmn) 155.9/1,883 

Price Performance (%)   52 Wk H / L (Rs) 3,336/1,838 

 1M 6M 1Yr  5 Year H / L (Rs) N.A. 

Aavas -9.9 -15.2 -30  Daily Vol. (3M Avg.) 85,469 

NIFTY 3.8 2.6 -3.3    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

 Sept-22 Jun-22 Mar-22 Dec-21 

Promoter 39.2 39.2 39.2 39.2 

FIIs 37.6 39.0 39.9 40.1 

DIIs 11.0 10.2 9.3 7.6 

Others 12.2 11.6 11.6 13.1 

 Source: Ace Equity 
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 Growth sustains but margins unlikely  

Y/E Mar  
(Rs mn) 

NII PPOP PAT YoY (%) EPS ABV P/E (x) P/ABV (x) RoE (%) 

FY20 4,304 3,174 2,491 41.6 31.7 265.1 305.9 6.0 12.7% 

FY21 5,182 3,905 2,895 16.2 36.9 299.0 42.1 5.2 12.9% 

FY22 6,513 4,775 3,568 23.3 45.2 247.0 48.7 6.3 13.7% 

FY23E 7,506 5,186 3,927 10.1 49.7 394.8 39.7 5.0 13.1% 

FY24E 8,728 6,234 4,619 17.6 58.5 453.3 33.7 4.4 13.5% 

FY25E 10,323 7,290 5,335 15.5 67.6 521.0 29.2 3.8 13.6% 

     Source: Company, MNCL Research estimates, Standalone financials 

https://bit.ly/3QaUR5H
mailto:pooja.ahuja@mnclgroup.com
mailto:aalok.shah@mnclgroup.com
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Valuation & View 

In our thematic report on affordable housing finance companies, we had highlighted that while we like 
Aavas’ business model, valuations then did not factor in the slowdown in growth. We had preferred 
Home First Finance in the affordable housing finance space given its ability to deliver on the 3Cs. In the 
last one year, Aavas’ share price has corrected 30% while Home First Finance has delivered +6% returns. 
While growth has picked up in the last two quarters for Aavas, company’s focus on expansion and digital 
initiatives have led to higher-than-expected operating expenses. Asset quality is showing improving 
trends and excess provisions made earlier would keep credit costs benign in the medium term. However, 
margins could remain under pressure owing to company’s ability to pass on the higher interest rates 
while managing BT out, as well as higher share of fixed rate book.  

Considering the pickup in growth and lower credit costs we have revised our earnings estimates upwards 
by 3%/4% in FY24E/25E partially impacted by higher operating expenses. We have lowered our target 
P/ABV multiple to 4.2x (from 4.6x earlier) given the pressure on margins and elevated opex. However, 
given the 11% price correction in the last 3 months, valuations have now turned favorable. We upgrade 
Aavas to HOLD from REDUCE rating earlier and assign a TP of Rs.2,050.  

Key takeaways from conference call 
Operating expenses:  

 Company will open 35 more branches in FY23. It will continue to invest in tech and people; operating 
expenses would be higher in FY23. 

 Attrition in Q2FY23 has come down 20% YoY, made changes in incentives for employees. 

 Employee count 5702, has seen a 23% YoY growth 

 Higher opex is due to the digital transformation initiatives taken by the company. It has also been 
spending on leadership development. For instance, it has tied up with IIM -A for certificate courses 
as part of career progression of the leadership team. 

Asset quality: 

 Company has maintained its guidance of 1+ dpd at less than 5% and GNPA less than 1% 

 Company has stopped categorising assets under ‘Assets held for sale’ from April 2022 onwards and 
is transferring those accounts directly under stage 3 which has led to absolute spike in GNPAs.  

 Slippages from Assets Held for Sale were Rs.120mn. 

 Excess provisions built in the last two years are getting released which is leading to lower credit 
costs. 

 Focus on collections led to decline in 1+ dpd to 4.45% (4.67% in June 2022). 

 In most cases, increase in rate hikes has been through extension of tenure and not increase in EMI.   

Margins: 

▪ Increased lending rates further by 50bps w.e.f. 5th October 2022. Fixed rate book gets repriced 
every three years.  

▪ Yields in Non Home Loan – 14-14.25% and Home Loan – 11.9%. Floating rate loans start at 9% and 
fixed at 12% in Home Loans. 

▪ PLR increased by 75bps in H1FY23.  

▪ Incremental borrowing was at 7.75% 
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Story in Charts 
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Quarterly Financials  
  Exhibit 1: Quarterly Financials 

Y/E March (Rs mn) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23 

Profit & Loss account           

Net Interest Income 1,168 1,287 1,408 1,318 1,502 1,627 1,579 1,804 1,802 1,877 

YoY growth % 15% 23% 32% 12% 29% 26% 12% 37% 20% 15% 

NIM % 7.45% 7.89% 8.25% 7.28% 7.86% 8.15% 7.57% 8.23% 7.73% 7.63% 

Total Income 1,218 1,560 1,932 1,761 1,592 2,095 2,178 2,416 2,182 2,541 

YoY growth % 4% 6% 34% 28% 31% 34% 13% 37% 37% 21% 

Total Operating Expenses 526 634 665 742 673 864 910 1,059 1,026 1,147 

YoY growth % 6% 21% 6% 14% 28% 36% 37% 43% 53% 32.71% 

CI Ratio % 43.19% 40.62% 34.42% 42.12% 42.25% 41.24% 41.78% 43.85% 47.03% 45.13% 

Pre-Provision Profits 692 927 1,267 1,019 919 1,231 1,268 1,357 1,156 1,394 

YoY growth % 2% -3% 55% 40% 33% 33% 0% 33% 26% 13% 

 Provisions  60 81 162 70 170 47 113 -104 9 16 

YoY growth % 83% 80% 1106% 11% 186% -41% -30% -250% -95% -66% 

Credit cost % 0.38% 0.49% 0.95% 0.38% 0.89% 0.24% 0.54% -0.48% 0.04% 0.07% 

Net Profit 501 662 856 749 599 921 891 1,157 892 1,068 

YoY growth % 11% -13% 26% 25% 20% 39% 4% 54% 49% 16% 

           

            

Balance Sheet - Rs. Mn           

Net Worth 21,506 22,215 23,097 24,014 24,681 25,700 26,655 28,086 29,050 30,314 

Borrowings 56,762 60,262 64,810 63,454 64,859 69,055 72,291 79,725 82,909 85,712 

YoY growth % 51% 43% 42% 19% 14% 15% 12% 26% 28% 24% 

Loans 63,564 66,873 69,697 75,233 77,594 82,075 84,775 90,534 95,918 100,818 

YoY growth % 24% 26% 24% 22% 22% 23% 22% 20% 24% 23% 

Disbursements 2,130 6,666 7,645 10,128 4,625 9,016 9,509 12,872 10,936 11,467 

YoY growth % -68% 3% 2% 17% 117% 35% 24% 27% 136% 27% 

Source: Company, MNCL Research 
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Financials 

Exhibit 2: Income Statement 

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E 

Net Interest Income 5,182 6,513 7,506 8,728 10,323 

Total Income 6,471 8,281 9,596 11,222 13,213 

Operating Expenses 2,566 3,506 4,409 4,988 5,922 

 - Employee Costs 1,721 2,322 2,912 3,173 3,746 

 - Other Expenses 845 1,184 1,497 1,815 2,176 

Pre-Provision Profit 3,905 4,775 5,186 6,234 7,290 

Provisions 371 226 152 312 451 

Profit Before Tax 3,533 4,549 5,034 5,921 6,839 

Taxes 638 981 1,108 1,303 1,505 

Tax Rate % 18.1 21.6 22.0 22.0 22.0 

Profit After Taxes 2,895 3,568 3,927 4,619 5,335 

Source: Company, MNCL Research Estimates 

Exhibit 3: Balance Sheet 

Y/E March FY21 FY22 FY23E FY24E FY25E FY24E 

Cash and Bank Balances 11,210 15,302 16,832 18,516 16,664 12,395 

Loans 75,233 90,534 112,013 137,964 162,884 132,165 

Total Investments 45 675 701 729 758 876 

Fixed Assets 587 683 779 855 940 845 

Deferred tax assets -285 -354 -354 -354 -354 -354 

Other Assets 2,812 3,010 3,894 5,866 14,372 13,565 

Total assets 89,600 110,204 134,221 163,931 195,619 159,846 

       

       

Equity Share Capital 785 789 790 790 790 789 

Reserves & Surplus 23,229 27,293 31,220 35,839 41,173 35,097 

Net worth 24,014 28,082 32,010 36,629 41,963 35,887 

Borrowings 63,454 79,725 99,656 124,570 150,730 121,581 

Other liabilities 2,132 2,039 2,201 2,378 2,573 2,378 

Total Liabilities 89,600 110,204 134,221 163,931 195,619 159,846 

Source: Company, MNCL Research Estimates 

 

 

  

Exhibit 4: Key ratios 

Y/E March  FY21 FY22 FY23E FY24E FY25E 

Growth ratio (%)      

Profit & Loss      

 - Net Interest Income 18.3 25.7 15.3 16.3 18.3 

 - Net income 23.0 28.0 15.9 16.9 17.7 

 - Operating Profit 16.2 22.3 8.6 20.2 16.9 

 - PAT 20.4 23.3 10.1 17.6 15.5 

      

Balance Sheet      

 - Loan 21.7 20.3 23.7 23.2 18.1 

 - AUM 21.3 20.1 23.4 23.2 18.1 

 - Borrowings 18.6 25.6 25.0 25.0 21.0 

      

Ratios %      

NIM 7.6 7.9 7.4 7.0 6.9 

Spreads 5.3 6.9 6.6 6.2 6.2 

Cost/Income 39.7 42.3 46.0 44.4 44.8 

Opex/AUM 3.0 3.4 3.5 3.2 3.1 

      

Asset Quality      

GNPA % 0.98 0.99 0.96 0.79 0.68 

NNPA % 0.71 0.77 0.76 0.61 0.51 

      

Return Ratios %      

RoA 3.5 3.6 3.2 3.1 3.0 

RoE  12.9 13.7 13.1 13.5 13.6 

      

Per share ratio      

      

EPS (Rs) 39.2 45.2 49.7 58.5 67.5 

BV (Rs) 345 356 405 464 531 

ABV (Rs) 333 347 394 453 521 

      

Valuation Ratios      

P/E (x) 78.1 48.7 39.7 33.7 29.2 

P/B (x) 8.9 6.2 4.9 4.3 3.7 

P/ABV (x) 9.2 6.3 5.0 4.4 3.8 

Source: Company, MNCL Research Estimates. PE and PB on average basis 
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Disclaimer: Monarch Networth Capital Limited (```MNC`L or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to 

carry on the business of broking, depository services and related activities. The business of MNCL and its associates are organized around broad business activities 

relating to broking, Commodities, Merchant Banking, AIF, and distribution of mutual funds and insurance products through its group companies. There were no 

instances of non-compliance by MNCL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years. 

This research report has been prepared and distributed MNCL in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 

2014 having SEBI Registration No. INH000000644. 

Broking services offered by Monarch Networth Capital Limited under SEBI Registration No.: INZ000008037 (Member of NSE, BSE, MCX and NCDEX). MNCL CIN: 

L65920GJ1993PLC120014. Research services offered by MNCL under SEBI Registration No. INH 000000644. Depository participant with SEBI registration no: IN-DP-

278-2016 and NSDL DP id  no   IN303052 and Depository participant and CDS: DP ID 1 12035000.The Investor grievance resolution team: 022-30641600 and Toll Free 

No. 1800 22 0223.; Email ID: grievances@mnclgroup.com  Name of the Compliance Officer for Trading & DP Mr Nikhil Parikh Email IDs: compliance@mnclgroup.com, 

This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The 

information contained herein is from publicly available data or other sources believed to be reliable. This report is provided 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. Each recipient of 

this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to 

in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment 

discussed or views expressed may not be suitable for all investors. 

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed 

on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for 

distribution to, or use by, any peers on 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 MNCL and associates / group companies to any registration or licensing 

requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report 

comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that future results or 

events will be consistent with this information. This information is subject to change without any prior notice. MNCL reserves the right to make modifications and 

alterations to this statement as may be required from time to time. MNCL or any of its associates / group companies shall not be in any way responsible for any loss 

or damage that may arise to any person from any inadvertent error in the information contained in this report. MNCL is committed to providing independent and 

transparent recommendation to its clients. Neither MNCL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable 

for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise from or in connection with the use of the 

information. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 

Past performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in this report are provided solely to enhance 

the transparency and should not be treated as endorsement of the views expressed in the report. The information provided in these reports remains, unless otherwise 

stated, the copyright of MNCL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of MNCL and may 

not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders. 

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc./transmitted through mobile 

application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 

networking sites (e.g. Facebook, Twitter, LinkedIn etc.) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 

expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are 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. Though disseminated to 

clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report. 

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 

except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions.  

MNCL 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, breakdown of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability 

of the MNCL to present the data. In no event shall MNCL 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 the MNCL through this report. We offer our research services to clients as well as our 

prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the same time. We will not treat 

recipients as customers by virtue of their receiving this report. 

MNCL and its associates group companies , officer, directors, and employees, research analyst (including relatives ) may: (a) from time to time, have long or short 

positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in any other transaction involving such securities and earn 

brokerage or other compensation in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such 

company(ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of 

publication of research report or at the time of public appearance. MNCL may have proprietary long/short position in the above-mentioned scrip(s) and therefore 

should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular 

investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business 

with MNCL.  

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 

basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 

valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, 

reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations 

change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by 

MNCL without any liability/undertaking/commitment on the part of itself or any of its entities. 
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Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 

companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 
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therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments 

of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any 
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We further undertake that 

Research analyst has served as an officer, director or employee of subject Company:                     No 

MNCL has financial interest in the subject companies:                                                                            No  

MNCL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date 

of publication of research report. Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of 

the month immediately preceding the date of publication of research report:                                    No  

MNCL may have actual/ beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication 

of research report:                                                                                                                                        No                     

Subject company may have been client during twelve months preceding the date of distribution of the research report.    No  

There were no instances of non-compliance by MNCL on any matter related to the capital markets, resulting in significant and material disciplinary action during the 

last three years.  

A graph of daily closing prices of the securities is also available at www.nseindia.com 

Analyst holding in stock: NO 

Key to MNCL Investment Rankings  

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%  
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