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Y/E Mar (Rs. mn) NII PPoP PAT YoY (%) EPS BV RoE (%) P/E (x) P/BV (x) 

FY19 5,441 4,706 2,967 3.7 22.3 133.8 18.2 14.1 2.5 

FY20 6,749 5,786 3,761 26.8 28.2 161.5 19.1 13.8 2.5 

FY21 7,980 6,861 4,561 21.3 34.3 196.0 19.2 12.2 2.3 

FY22E 7,454 6,225 4,392 -3.7 33.0 227.0 15.6 18.8 2.7 

FY23E 10,370 8,985 6,435 46.5 48.3 272.7 19.3 12.8 2.3 

FY24E 12,231 10,650 7,628 18.5 57.3 327.0 19.1 10.8 1.9 

We present an investment idea on Can Fin Homes with a fair value of Rs.780. It is well-
placed to capture the upcoming buoyancy in mortgage demand, with its competitive 
lending rates and adroit management of borrowing costs, despite intense competition from 
banks (which it has always faced and successfully overcome). We also draw comfort from 
Can Fin’s remarkably stable asset quality, maintained across cycles, including in distressed 
situations, driven by strong underwriting standards. We wish to further highlight its 
substantially underrated, strong capital allocation strategy, which has remained consistent 
despite witnessing management change every 5 years, a standout feature for any lender. 

 Favorable sector tailwinds; bodes well for 19% CAGR in loan book: The real estate 
industry which was languishing for almost a decade is seeing strong tailwinds in terms of 
improved home affordability due to decadal low interest rates, stable home prices, work 
from home trends and dual-income factor playing in a more effective manner. Can Fin 
particularly remains well placed to capture the robust housing demand given its strong 
presence in Bangalore (~20% of AUM), which is the hub of the buoyant IT industry 
currently enjoying hefty salary hikes on back of improved growth prospects (as also seen 
through the recent earnings). This is further corroborated by the launches and sales of 
large developers operating out of Bangalore / adjacent markets.   

 Best in class asset quality to be maintained: Can Fin’s impeccable track record on asset 
quality is undergirded by its focus on individual home loans (90% of book) and formal 
salaried segment (74% of book), largely in tier 2/3 cities. Further, strong underwriting 
standards and consistently maintaining this loan book structure have enabled Can Fin to 
maintain sub-1% GNPAs across cycles, even during a once-in-a-century event like Covid. 
Management’s priority of asset quality over growth in H1FY21 led to maintaining GNPAs 
at a respectable 0.92%. Hence, lower NPAs have resulted in lower credit costs which 
have averaged just 17 bps in the last 10 years. 9MFY22 GNPA at 0.71% and credit cost at 
0.27% is a testimony of superior underwriting and the ability to come out of distressed 
situations like COVID. We expect credit costs to remain low at 11bps over FY22-24E.   

 Unlikely to get another HFC with rapid growth and limited capital-raise: In an industry 
which constantly requires equity raise to fuel growth, Can Fin has efficiently managed its 
capital and has raised funds only once in the last two decades through a rights issue of 
Rs.2.7bn in FY15. This is despite growing its book by 26% in the same period. Strong 
earnings growth of 27%, higher leverage (10x for the last 10yr average) and presence in 
low-risk housing loans have enabled it to manage growth efficiently, resulting in strong 
shareholder returns of 40% CAGR in the last decade.  

 Valuation and rating: We have valued Can Fin at 2.5x P/BV multiples on its December 
2023 BV of Rs.313, arriving at a fair value of Rs.780. We believe that a c.19% RoE and 
20%+ AUM growth can beget higher multiples as also seen through the FY15-19 phase, 
albeit partly constrained by its quasi-PSU status. Our base case multiple is based on the 
average P/BV multiples seen in the high growth phase of FY15-19. Our bull case target 
price is Rs.930 (3xs P/BV); bear case is Rs.465 (1.5xs P/BV). Key risks: Continued intense 
competition from banks putting pressure on margins, ALM mismatch issues due to 
higher share of short-term borrowings hampering growth. 

 
 

Fair Value             780  Key Data  

   Bloomberg Code CANFIN 

CMP 617  Curr Shares O/S (mn) 133.2 

   Diluted Shares O/S(mn) 133.2 

Upside NA  Mkt Cap (Rsbn/USDmn) 82.1/1,095 

Price Performance (%)   52 Wk H / L (Rs) 721/465 

 1M 6M 1Yr  5 Year H / L (Rs) 721/222 

CANF IN 11.4 12.8 28.6  Daily Vol. (3M Avg.) 2,93,830 

NIFTY 0.6 8.4 25.4    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

Particulars Dec-21 Sep-21 Jun-21 Mar-21 

Promoter 29.9 29.9 29.9 29.9 

FPIs Nil Nil Nil Nil 

DIIs 22.4 21.7 17.3 17.4 

Others 47.6 48.4 52.7 52.6 

 Source: Ace Equity 

 

 

Why should you read this report? 

 Growth drivers in the housing finance industry 

 Can Fin’s capital allocation strategy 

 Evolution of Can Fin’s valuations 
 

 

 

TP across bull bear and base case scenario 

 
Source: MNCL Research Estimates 
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Strong housing demand to boost AUM growth: 
The real estate industry which had been languishing for almost a decade due to various regulatory 
reforms like RERA, GST, etc., which got further aggravated by COVID, has seen a turnaround since 
FY21. Several macroeconomic factors like decadal low interest rates along with state government 
initiatives have led to revival of demand for housing and hence the credit demand. According to 
JLL’s Home Purchase Affordability Index (HPAI), affordability in India’s top 7 cities is at decadal 
high levels given low interest rates, stable home prices and increase in household income also 
partly supported by dual-income aspect gaining greater significance.  

Exhibit 1: 10-yr housing index movement 

 
Source: JLL, MNCL Research.  

Given the strong tailwinds that started appearing in H2CY2020, developers started focusing on 
clearing their inventories and hence reduced property prices/gave incentives to home buyers. 
Cumulatively, these factors have led to improved sales volumes for developers and the demand 
for housing continues to remain robust despite some of the incentives given by various state 
governments have been withdrawn. This is evident in new launches and sales volumes which have 
grown at 58% and 51% YoY, respectively in CY2021. 

Exhibit 2: Launches pan India have crossed pre pandemic 
levels  

Exhibit 3: Inventory reached pre pandemic levels in top 7 cities 

  
Source: Knight Frank Research, MNCL Research Source: Anarock, MNCL Research 

A recent study by Anarock suggests that sales in top-7 cities of Mumbai, Delhi-NCR, Bengaluru, 
Hyderabad, Pune, Chennai and Kolkata have reached 90% of the pre pandemic levels, which have 
resulted in inventory levels falling to 32 months in 2021 from 55 months in 2020 (impressive even 
after accounting for some pent-up demand). Amongst the top 7 cities, Bengaluru has the lowest 
inventory levels at 21 months (Anarock considers 18-24 months of inventory levels as healthy). 
Demand in Bangalore is also partially driven by the buoyant IT industry and the salary hikes seen 
in the past two years.  

 

47

113

83
101

93
104

140

0

50

100

150

200

250

Mumbai Bangalore Delhi-NCR Pune Chennai Kolkata Hyderabad

HPAI 2021 HPAI 2011

 -

 50,000

 100,000

 150,000

 200,000

 250,000

 300,000

CY2015 CY2016 CY2017 CY2018 CY2019 CY2020 CY2021

Launches Sales

30

55

32

0

10

20

30

40

50

60

2019 2020 2021

No of months



 

 

 

3 Can Fin Homes 

 Stock Idea 

Exhibit 4: Unsold inventory (no. of months) in top 7 cities has come down 

 
Source: Anarock, MNCL Research 

Can Fin’s loan book is mainly concentrated in the Southern region (67-68% of loan book) where 
around ~35% of the book comes from the state of Karnataka and 80% within Karnataka is 
concentrated in Bangalore. The sales and launches data of top developers based in Bangalore like 
Brigade Enterprises, Sobha Ltd. and Prestige Estates Projects suggest strong underlying demand 
for housing led by the above factors, which is likely to sustain given new launches.  

Exhibit 5: Sales of Bangalore based developers seeing pick up 

 
Source: Companies, MNCL Research 

The sales and collections of these companies continue to remain robust in Q3FY22 as well with 
Prestige Estates and Sobha Ltd. recording highest ever quarterly sales. Launch pipeline of all these 
players also remains strong indicating an uptrend in the real estate cycle.  

Exhibit 6: Launches across developers gaining traction while unsold inventory has come down across 
India 

2021 All India YoY growth Bangalore YoY growth 

Launches 2,32,382 58% 30,607 54% 

Sales 2,32,903 51% 38,030 61% 

Unsold inventory 4,37,237 0% 67,341 -10% 

Source: Knight Frank, MNCL Research 
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Commentaries from various developers and HFCs 

“The bounce back in economic activity post the devastating second wave of COVID has driven the 

momentum across all our businesses. The residential business continues to drive our strong 

performance registering significant growth.....The trend of customer preference for larger units 

post COVID continues” – Mr.Jaishankar, Chairman and MD, Brigade Enterprises. 

“So there are many factors that point towards a sustained growth of housing in the Indian market 

for a very long time to come. We are a very under-penetrated market and therefore the scope to 

grow in the years to come is massive."– Mr.Keki Mistry, VC and MD, HDFC Ltd. 

“We believe that the Indian real estate market is showing clear signs of steady recovery, the 
residential segment recording a robust performance in the last quarter gone by....The low home 
loan interest rates, increase affordability, work from home, significant pickup in the prospects of 
sector and increase in the salaries had helped Indian property market to move upwards after a lull 
in April-June quarter marked by the pandemic resurgence. We also believe that overall this year 
will be the best ever year in our history both from sales as well as from the cash flow generation 
point of view” – Mr. J C Sharma, VC and MD, Sobha Ltd 

Considering the strong launch pipeline of developers, low interest rates and marginal increase in 
property prices, we expect underlying demand for housing credit to remain strong. Can Fin had 
seen highest quarterly disbursements in Q3FY22 of ~Rs.24.7bn and management expects this 
momentum to continue going forward as well, as demand is robust across geographies and ticket 
sizes. As management’s focus is now on accelerating growth, it has increased its average ticket 
size to Rs.2-2.3mn from Rs.1.8mn, which would also support loan book growth. We are factoring 
in 19% CAGR in AUM over FY21-24E. 

Exhibit 7: Factoring in 19% CAGR in loan portfolio over FY21-24e. 

 
Source: Company, MNCL Research Estimates 
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Best-in-class asset quality to be maintained 
 
Can Fin has maintained an impeccable track record on asset quality. There are two factors that 
have led to this – the structure of its loan book and strong underwriting standards. Its loan book 
mainly consists of individual housing loans - 90% of loan book-the highest amongst peers and has 
negligible exposure to developer loans. Further, focus is on the formal salaried (74% of loan book) 
segment, half of which comes from the government salaried class.  

Exhibit 8: Can Fin has the highest share of loan exposure to 
salaried segment 

Exhibit 9: :....and so is the exposure to home loans 

  
Source: Companies, MNCL Research Source: Companies, MNCL Research 

The other aspect that has led to Can Fin maintaining pristine asset quality is its strong 
underwriting standards. Can Fin’s focus is on the formal salaried segment and it does not lend to 
the cash-income class. It relies on documented proof of income like income tax returns (which 
provides cushion in case disclosed income is lower than actual income) and low LTVs of 50-60% 
(notably, these filters have not constrained growth though). This has enabled Can Fin to maintain 
best-in-class asset quality across cycles and events like demonetization, GST and NBFC liquidity 
crisis, and of course, Covid. 

Exhibit 10: Can Fin has the lowest GNPA amongst peers in the last 6 years  

 
Source: Companies, MNCL Research 
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Can Fin has maintained NPAs at sub 1% in the last decade including the last two years despite 
Covid impact. Gross NPAs peaked in FY21 at 0.92% and has started showing improving trends in 
the past two quarters with GNPA at 0.71% as of December 2021. This was mainly due to shift in 
management’s focus on asset quality over growth in H1FY21. Credit costs have averaged 17 bps in 
the last 10 years with peak credit costs of 32bps in FY21. Strong underwriting standards and 
timely resolution under SARFAESI have enabled it to maintain such low credit costs.Its 
restructured book stood at 2.8%.Management has indicated that collection efficiencies have been 
better than even pre-covid levels. Our estimates build in credit costs at 11bps by FY23-24E. 
 

Exhibit 11: NPAs have been sub 1% in the last decade 

 
Source: Company, MNCL Research 
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Efficient Capital Allocation Strategy:  
 

Can Fin has efficiently managed its capital without much dilution in the past 20 years. Since FY02, 
it has raised equity only through one rights issue of Rs.2.7bn in FY15, to bring down leverage and 
improve CAR which had reached 13.8% in FY14. It has not raised any capital since then and 
currently has a board and shareholder approval to raise Rs.10bn. Its efficient capital allocation 
strategy despite strong growth in its loan book at 26% (10-year CAGR) is driven by three factors - 
strong earnings growth in the past 10 years (27% CAGR), judicious use of different sources of 
borrowings and higher share of less-risky home loans.  

Its earnings growth in the past 10 years has been driven by strong loan book growth (26% 10yr 
CAGR), stable NIMs which have been in the range of (2.5-3.5%), improving operating efficiency (CI 
ratio has come down from ~33% in FY13 to ~15% in FY21) despite branch expansion and 
consistently low credit costs (17 bps 10yr avg).  

Exhibit 12: Strong earnings growth of 26% seen in the last 10 years 

 
Source: Company, MNCL Research Estimates 
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Diversified borrowing mix has led to low cost of funds 
 
Can Fin has optimally utilized its borrowings mix across interest rate cycles, enabling it to bring 
down cost of funds and manage loan book growth. In the past 10 years, its borrowings have 
grown at 26% CAGR (similar to its loan book growth). During FY13/14, its main sources of 
borrowings were NHB refinance and banks which constituted 45-50%each of the borrowing mix. 
In FY15, it raised money through Commercial Papers for the first time and its share in total 
borrowings went up to as high as 20% in FY17. Since HFCs generally have ALM mismatch issues 
given their long tenor product, most new-age HFCs have avoided CP exposure. Can Fin has, 
however, tried to judiciously use this source, to the extent of undrawn bank lines, and optimize its 
borrowing costs to remain competitive with banks and larger HFCs and more recently, to reduce 
balance transfers. 

Exhibit 13: Borrowing cost across different sources leading to low cost of funds 

 
Source: Company, MNCL Research 

Further, during the liquidity crisis, as capital markets dried up, it shifted its borrowings mix 
towards banks and was able to raise funds at competitive rates, also considering its PSU-bank 
parentage and high credit rating. (CARE AAA for its long-term borrowings). In FY19-21, its bank 
borrowings have increased to 50-55% of its total mix. This has enabled Can Fin to have one of the 
lowest costs of funds amongst its peers. 

Exhibit 14: Borrowing mix has varied across interest rate cycles 

 
Source: Company, MNCL Research 
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Given Can Fin’s focus on home loans which have contributed around ~90% to its loan book, the 
risk weighted assets have always remained lower than the loan book. Thus, low capital 
consumption, high earnings growth and higher leverage (10.5x 10 yr average) have enabled it to 
maintain its CAR in the 15-20% range without requiring additional capital infusion.  
 

Exhibit 15: Capital Adequacy Ratio has remained well above regulatory requirements 

 
Source: Company, MNCL Research        
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Financial Snapshot 
 We expect Can Fin to clock in 19% CAGR in loan book over FY21-24E driven by strong 

underlying housing demand  

 We believe NIMs have bottomed out and expect margins to improve going forward due to 
hike in lending rates, as the cycle is turning more promising. Expect NII to grow at 15% 
CAGR over FY21-24E 

 We expect credit cost to normalise (not that it was exceptionally high ever) which should 
drive earnings growth of 19% CAGR over FY21-24E 

 Expect RoEs to inch further up to 19% levels by FY24E 

AUM growth to remain robust due to strong underlying housing 
demand 

Considering favourable macro-economic factors and the strong launch pipeline by developers, 
housing demand is expected to remain robust in the next few years. Can Fin remains well placed 
to capture this growth which will also be driven by increase in ticket size. We expect strong 
disbursements trend to continue, which should drive AUM growth of 19% over FY21-24E. 

NIMs set to expand as yields improve and cost of funds remains low 

Due to intense competition from banks and larger HFCs, Can Fin has seen margin pressure in the 
past few quarters. However, we believe that margins have likely bottomed out and expect 
margins to improve as yields have risen (a long-tenor product cannot survive on very low interest 
rates for too long).We expect NIMs to expand to ~3.58% by FY24E. Further, loan book growth of 
19% and NIM expansion will drive NII growth of 15% CAGR over FY21-24E. 

Asset quality expected to remain best-in-class 

Can Fin’s impeccable track record in terms of asset quality is expected to continue as NPAs have 
peaked at 0.92% in FY21. Credit costs in the past two years have been highest for the company at 
30-32bps, however the same is expected to normalise as collections are back to pre-covid levels. 
Company had written back provisions in Q2FY22 and has utilised all the excess provisioning done 
so far. We expect credit costs to normalise to 11 bps over FY22-24E. 

Expect PAT growth of 19% over FY21-24E resulting in RoE of ~19% 

Strong growth in loan book at 19% along with declining credit costs should drive PAT growth of 
19% over FY21-24E. Healthy growth in earnings should drive RoE to 19% by FY24E. 

Exhibit 16: DuPont Analysis 

% of average assets FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Net interest income 2.5% 3.2% 3.7% 3.5% 3.2% 3.4% 3.7% 3.0% 3.5% 3.4% 

Other income total 0.4% 0.4% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 

Net Income total 2.9% 3.6% 3.9% 3.7% 3.3% 3.5% 3.8% 3.1% 3.5% 3.5% 

Operating expenses total 0.8% 0.7% 0.7% 0.6% 0.5% 0.5% 0.6% 0.6% 0.5% 0.5% 

Pre-provision profit 2.1% 2.9% 3.2% 3.1% 2.7% 2.9% 3.2% 2.5% 3.0% 3.0% 

Provisions 0.2% 0.2% 0.2% 0.2% 0.0% 0.3% 0.3% 0.1% 0.1% 0.1% 

Profit before tax 1.9% 2.7% 3.1% 3.0% 2.7% 2.6% 2.9% 2.4% 2.9% 2.9% 

RoAA 1.2% 1.6% 1.9% 2.0% 1.7% 1.9% 2.1% 1.8% 2.1% 2.1% 

Leverage (x) 11.64 11.57 12.35 11.36 10.54 10.11 9.06 8.77 9.03 9.02 

RoAE 14.1% 19.0% 24.0% 22.3% 18.2% 19.1% 19.2% 15.6% 19.3% 19.1% 

Source: Company, MNCL Research Estimates 
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Valuation and View 

Can Fin had delivered strong returns of 44% CAGR from FY10-FY19 (pre-covid period). Its loan 
book has grown at 27% while PAT has grown at 25% in the same period while RoEs have averaged 
~17%. While Can Fin’s loan book growth had remained strong in FY10-14 period with respectable 
earnings growth of 18% and RoE of 15%, its re-rating largely happened from FY15 onwards. This 
was largely due to the ‘Housing for All’ scheme launched by the government that gave a boost to 
the overall housing finance space. During this period, Can Fin saw its earnings grow by 36% while 
RoEs expand to 20% (RoE touched 24% in FY17) driving its 1 yr forward P/BV multiple to a peak of 
5.6xs during FY18.  

Exhibit 17: Can Fin’s re rating has largely happened during FY15-19 period; expect similar re-rating 
over FY21-24e. 

Particulars FY10-14 FY15-19 FY19-22 FY21-24E 

Loan growth 29% 22% 13% 19% 

PAT growth 18% 36% 14% 19% 

RoE avg. 15% 20% 18% 18% 

Stock returns 31% 58% 9%  

P/B multiple 
(average). 

0.6 2.4 2.1 2.5 
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existenceand culturesaw 
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macros and superior 
return ratios will see 

valuation multiples trend 
higher, as also seen 

through FY15-19 cycle. 

Source: Company, Ace Equity, MNCL Research 

Exhibit 18: RoE and P/BV expanded from FY15 onwards 

 
Source: Company, MNCL Research  

The NBFC space since the second half of FY19 has faced headwinds like the liquidity crisis and 
Covid resulting in slowdown in growth and the resultant de-rating in the stock. Growth is 
expected to accelerate going forward driven by macro tailwinds and revival in the real estate 
sector. Hence, in our base case scenario, we assign a 2.5xs P/BV multiple to its December 2023 BV 
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Bull-case valuation  

We expect Can Fin to witness loan book growth of 19% over FY21-24E in our base case scenario 
which results in PAT growth of 19%. Higher than expected loan book growth can result in further 
re-rating in the stock and hence, in our bull case scenario we assign a 3xs P/BV multiple, arriving 
at a fair value of Rs.940. Can Fin’s valuations are also currently depressed due to an overhang of 
parent’s stake sale plans which currently stand as postponed. However, if that stake is likely 
acquired by any PE investor or an existing large HFC, its valuation multiples can witness a re-rating 
which is currently not factored in any of our scenarios.   

Bear-case valuation  

Can Fin has been a steady compounder in the past with limited downside risk. In the past few 
years during the liquidity crisis and post the first wave of covid, Can Fin’s multiples have touched 
bottom of 1.5x and 1.35x, respectively. In our bear case scenario, we factor in 1.5x P/BV multiple, 
thus arriving at a fair value of Rs.470. 

Exhibit 19: Our fair value across different scenarios 

 
Source: MNCL Research Estimates 
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Valuation gap compared with affordable housing players 

Can Fin has always traded at a discount to affordable housing players like Gruh Finance despite 
delivering higher loan book and earnings growth. Given that most affordable housing players have 
limited listing history, we have tried to compare Can Fin’s multiples with Gruh Finance’s valuation. 
Data suggests that Can Fin has always traded at a discount to Gruh Finance due to the latter’s 
consistently superior RoEs of 25%+. We believe that Can Fin’s business model is poised to deliver 
sustainable RoEs in the range of 18-19% with a loan book growth of 15-20% as it has gained 
critical mass. Whereas the new age affordable players are expected to grow at a much faster 
space, albeit on a lower base, with levers in place to improve their operating efficiency and thus 
RoEs; which currently remained depressed due to low leverage.   

Exhibit 20: Can Fin’s RoE is expected to be higher than AFH players and PSU peer LIC Housing Finance 

  
New-age affordable housing players PSU HFC 

Particulars 
Can Fin Homes Home First Finance Aavas Financiers Aptus Value Housing LIC Housing Finance 

FY21 FY24E FY21 FY24E FY21 FY24E FY21 FY24E FY21 FY24E 

AUM Rs. Mn 2,18,915 3,60,219 41,410 90,812 94,543 1,75,132 40,678 84,351 23,20,030 32,18,205 

CAGR FY21-24E 
 

18%  30%  23%  28%  12% 

PAT Rs. Mn 4,561 7,228 1,001 1,940 2,895 5,193 2,669 5,154 27,343 36,873 

CAGR FY21-24E 
 

17%  25%  22%  25%  10% 

           

RoE tree 
          

Net interest margins 3.7% 3.3% 6.4% 5.9% 7.6% 7.1% 11.7% 11.5% 2.3% 2.3% 

Other income 0.1% 0.1% 1.6% 1.60% 1.6% 1.6% 0.8% 0.8% 0.1% 0.1% 

Net Income 3.8% 3.4% 6.7% 6.5% 7.8% 7.7% 10.9% 10.8% 2.4% 2.3% 

Operating expenses 0.6% 0.5% 2.6% 2.8% 3.1% 2.8% 2.4% 2.4% 0.3% 0.3% 

Pre provision profit 3.2% 2.8% 4.2% 3.8% 4.7% 4.9% 8.5% 8.4% 2.1% 2.0% 

Provisions 0.3% 0.1% 0.8% 0.5% 0.4% 0.3% 0.1% 0.4% 0.6% 0.4% 

Profit before tax 2.9% 2.8% 3.4% 3.3% 4.3% 4.6% 8.3% 8.0% 1.5% 1.6% 

Tax total 73.8% 74.0% 0.8% 0.7% 0.8% 1.0% 1.9% 1.9% 0.3% 0.4% 

RoAA 2.1% 2.1% 2.5% 2.5% 3.5% 3.6% 6.5% 6.1% 1.2% 1.2% 

Leverage 9.1 8.9 3.5 4.3 3.7 4.3 2.1 2.2 11.9 11.0 

RoAE 19.2% 18.3% 8.7% 11.0% 12.9% 15.3% 14.5% 14.8% 14.4% 13.1% 

Source: Companies, Bloomberg, MNCL Research Estimates 

As can be seen in Exhibit 20, loan book and earnings growth for affordable housing players is 
expected to be much higher than PSU backed HFCs like Can Fin Homes and LIC Housing Finance. 
Scalability of existing branches and normalizing credit costs should aid in RoE improvement for 
new age AHF players as we have highlighted in our thematic report (https://bit.ly/3lhqTjg).We 
thus expect the new age AHF players to trade at premium valuation multiples to mid/larger HFCs. 

On similar lines, if we were to compare loan book and earnings growth for another PSU backed 
HFC like LIC Housing Finance, it is expected to be much lower than both Can Fin and AHF players. 
Further, LIC HF’s higher exposure towards developer loans (6% of loan book vs 0.02% for Can Fin) 
has resulted in asset quality issues, which is also reflected in its valuations. We thus expect Can 
Fin to trade at a significant premium to LICHF.  

 

 

https://bit.ly/3lhqTjg
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Exhibit 21: FY24E P/B – RoE chart – across key NBFCs and HFCs 

 
Source: Company, # indicates MNCL Research Estimates 
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Quarterly financials 
Exhibit 22: Quarterly financials 

Y/E March (Rs mn) 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 

Profit & Loss account          

Net Interest Income 1,738 1,885 1,913 2,106 2,104 1,858 1,812 1,918 2,059 

Total Income 1,770 1,923 1,917 2,124 2,135 1,925 1,828 1,971 2,124 

Operating Expenses 269 325 215 252 344 428 303 342 403 

Pre-Provision Profits 1,501 1,598 1,702 1,872 1,791 1,497 1,526 1,628 1,720 

Provisions 45 408 441 151 16 77 65 (62) 164 

Net Profit 1,066 909 932 1,284 1,319 1,026 1,088 1,236 1,157 

          

Y-o-Y Growth (%)          

NII 27.8% 33.5% 25.3% 31.6% 21.1% -1.4% -5.3% -8.9% -2.1% 

Operating Profit 24.2% 36.9% 29.4% 36.4% 19.3% -6.3% -10.4% -13.0% -4.0% 

Net Profit 40.6% 37.5% 15.0% 31.5% 23.7% 12.8% 16.8% -3.7% -12.3% 

          

Balance Sheet          

Borrowings 178,000 187,484 182,000 183,571 182,000 192,929 192,750 207,107 235,500 

Loans 201,940 205,257 208,430 208,300 210,040 218,915 222,210 235,840 250,910 

          

Disbursements 14,770 13,940 4,010 8,250 11,060 20,010 8,940 22,080 24,720 

Source: Company, MNCL Research 
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Financials 

Exhibit 23: Income Statement 

Y/E March (Rs mn) FY19 FY20 FY21 FY22E FY23E FY24E 

Net Interest Income 5,441 6,749 7,980 7,454 10,370 12,231 

Total Income 5,621 6,863 8,101 7,641 10,594 12,501 

Operating Expenses 915 1,077 1,240 1,415 1,609 1,851 

 - Employee Costs 414 542 706 812 934 1,074 

 - Other Expenses 501 534 534 603 675 777 

Pre-Provision Profit 4,706 5,786 6,861 6,225 8,985 10,650 

Provisions 11 603 685 290 288 341 

Profit Before Tax 4,695 5,183 6,176 5,936 8,696 10,309 

Taxes 1,728 1,422 1,615 1,543 2,261 2,680 

Tax Rate % 36.8 27.4 26.2 26.0 26.0 26.0 

PAT 2,967 3,761 4,561 4,392 6,435 7,628 

Source: Company, MNCL Research Estimates 

Exhibit 24: Balance Sheet 

Y/E March FY19 FY20 FY21 FY22E FY23E FY24E 

Cash and Bank  4,203 3,924 215 237 261 287 

Loans 182,342 2,05,257 2,18,915 2,64,030 3,12,675 3,69,875 

Investments 163 243 496 397 317 302 

Other Assets 588 1,011 1,111 8,602 14,425 22,421 

Total assets 187,295 2,10,436 2,20,737 2,73,267 3,27,678 3,92,884 

       

       

Equity Share Capital 266 266 266 266 266 266 

Reserves & Surplus 17,556 21,234 25,832 29,958 36,043 43,271 

Net worth 17,822 21,501 26,098 30,224 36,309 43,538 

Borrowings 168,801 1,87,484 1,92,929 2,41,161 2,89,394 3,47,272 

Other liabilities 672 1,451 1,710 1,881 1,975 2,074 

Total Liabilities 187,295 2,10,436 2,20,737 2,73,267 3,27,678 3,92,884 

Source: Company, MNCL Research Estimates 
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Y/E March (Rs mn) 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 

Profit & Loss account          

Net Interest Income 1,738 1,885 1,913 2,106 2,104 1,858 1,812 1,918 2,059 

Total Income 1,770 1,923 1,917 2,124 2,135 1,925 1,828 1,971 2,124 

Operating Expenses 269 325 215 252 344 428 303 342 403 

Pre-Provision Profits 1,501 1,598 1,702 1,872 1,791 1,497 1,526 1,628 1,720 

Provisions 45 408 441 151 16 77 65 (62) 164 

Net Profit 1,066 909 932 1,284 1,319 1,026 1,088 1,236 1,157 

          

Y-o-Y Growth (%)          

NII 28% 34% 25% 32% 21% -1% -5% -9% -2% 

Operating Profit 24% 37% 29% 36% 19% -6% -10% -13% -4% 

Net Profit 41% 37% 15% 32% 24% 13% 17% -4% -12% 

          

Balance Sheet          

Borrowings 1,78,000 1,87,484 1,82,000 1,83,571 1,82,000 1,92,929 1,92,750 2,07,107 2,35,500 

Loans 2,01,940 2,05,257 2,08,430 2,08,300 2,10,040 2,18,915 2,22,210 2,35,840 2,50,910 

          

Disbursements 14,770 13,940 4,010 8,250 11,060 20,010 8,940 22,080 24,720 
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Exhibit 25: Key ratios 

Y/E March FY20 FY21 FY22E FY23E FY24E 

Growth ratio (%)      

Profit & Loss      

- Net Interest Income 24.0 18.2 -6.6 39.1 18.0 

- Net income 22.1 18.0 -5.7 38.7 18.0 

- Operating Profit 23.0 18.6 -9.3 44.3 18.5 

- PAT 26.8 21.3 -3.7 46.5 18.5 

      

Balance Sheet      

- Loan 12.6 6.7 20.6 18.4 18.3 

- Borrowings 11.1 2.9 25.0 20.0 20.0 

      

Ratios %      

NIM 3.5 3.8 3.1 3.6 3.6 

Spreads 2.9 3.1 2.5 3.1 3.1 

Cost/Income 15.7 15.3 18.5 15.2 14.8 

Opex/AUM 0.6 0.6 0.6 0.6 0.5 

      

Asset Quality      

GNPA % 0.8 0.9 0.7 0.6 0.5 

NNPA % 0.5 0.6 0.4 0.4 0.4 

      

Return Ratios %      

RoA 1.9 2.1 1.8 2.1 2.1 

RoE 19.1 19.2 15.6 19.3 19.1 

      

Per share ratio      

      

EPS (Rs) 28.2 34.3 33.0 48.3 57.3 

BV (Rs) 161.0 196.0 227.0 273.0 327.0 

      

Valuation Ratios      

P/E (x) 13.8 12.2 18.7 12.8 10.8 

P/B (x) 2.4 2.1 2.7 2.3 1.9 

Source: Company, MNCL Research Estimates 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio 

management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports 

periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange 

Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 

offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable 

sources believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of 

any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

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 include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 

information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 

performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be 

evaluated keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period of time 

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports 

based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals 

and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 

or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 

error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 

be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors 

and employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person 

from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information 

contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not 

constitute scientific publication and do not carry any evidentiary value whatsoever.  

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. Opinions expressed 

therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 

update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the 

entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent 

evaluation of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all 

investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors 

should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to 

in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of 

options. Foreign currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or 

income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

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.  

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 

reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 

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 recommendation and related information and opinions.  
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession 

this document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any 

foreign jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  
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Can Fin Homes’s price chart 

 
Source: Bloomberg 
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