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Home First Finance (HFFC) reported strong performance on both profitability and 

balance sheet front. AUM crossed Rs.60bn led by highest ever disbursements at 

Rs.7bn. Demand remains robust and expansion in distribution reach should help 

HFFC continue its loan growth trajectory. Asset quality parameters showed 

improvement; the increase in bounce rates (15% vs. its median target at 11-12%), 

though needs a monitoring. Cost pressures (one of the 3Cs’s as highlighted in our 

IC note) is likely to weigh on the margins starting H2FY23, and we have factored the 

same into our estimates. Improved operating and financial leverage should drive 

RoE to 12%+ by FY25E. We maintain our BUY rating on HFFC with target price of 

Rs.1,070 as we roll over to Sept’24 ABV.  

▪ Growth on strong footing with highest ever disbursements yet again: HFFC 
reported another quarter of highest ever disbursements of Rs.7bn, a growth of 
36% YoY/6% QoQ resulting in AUM growth of 36% YoY/8% QoQ to Rs.62.7bn. 
Disbursements growth was driven by increasing the distribution reach as 
company added 8 branches in the quarter (21 in H1FY23) taking the total count 
to 101. The LAP book constituted 15% of incremental disbursements which has 
led to its share in AUM increasing to 10% (5% in FY21). Led by improved reach, 
customer profile (less sensitive to rising rates regime) and underlying growth 
drivers, we believe, will aid in 28% CAGR in AUM over FY22-25E. 

▪ Margins decline, to witness further compression: HFFC reported 30bps YoY 
expansion in calc. NIM; however, it declined by 9bps QoQ to 8.23% as cost of 
funds increased by 47bps. Due to lag in transmission of interest rates by banks, 
which constitutes 52% of company’s borrowings, margin decline has been lower 
in H1FY23. However, the impact of higher interest rates is likely to come in 
H2FY23 which could bring down spreads. Management has guided for spreads 
of 5.25% and NIM at 6% in FY23. Going forward, we see pressure on NIMs as 
HFFC will not fully pass on the hikes to its customers. We expect NIM 
compression of 100bps over FY22-25E.  

▪ Asset quality improves, bounce rates monitorable: HFFC saw gross stage 3 
assets improving by 24bps QoQ to 1.9%. While collection efficiency has improved 
and so have the dpd numbers (1+ and 30+), bounce rates have risen by 160 bps 
QoQ to 15.6%, which the management alluded to delay in payment by customers 
as they chose to pay through the UPI mode. Since bounce rates continue to 
remain sticky at 15% in Oct’ 22 as well, this remains a key monitorable. Company 
has increased PCR to 26% (vs. 22% in Q1FY23) which led to increase in credit 
costs at 40bps (vs. 32bps in Q1FY23). We continue to factor in credit costs at 
45bps for FY23E. HFFC front ended its branch expansion in H1FY23 with the 
addition of 21 branches, which is expected to slow down in H2FY23.  We have 
factored in cost/asset ratio at 2.75% over FY22-25E. 

▪ Valuation and rating: We believe that HFFC will continue to deliver on growth 
and asset quality metrics. NIMs would see some compression in the medium-
term and we have factored the same into our estimates. We roll over to Sept’24 
BV of Rs. 233 and assign a multiple of 4.5x, arriving at a TP of Rs1,070 (implied 
PE 40x Sept’24 EPS). Key risks: higher than expected NIM compression, bounce 
rates increasing further impacting asset quality.  

 
 

Target Price 1,070  Key Data  

   Bloomberg Code 
HOMEFIRST 

IN 

CMP 802  Curr Shares O/S (mn) 87.7 

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

Upside 33%  Mkt Cap (Rsbn/USDmn) 70.4/850 

Price Performance (%)   52 Wk H / L (Rs) 1,004/601 

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

HFFC -10.8 6.5 28.1  Daily Vol. (3M Avg.) 99,485 

NIFTY -0.9 1.0 -3.4    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

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

Promoter 33.6 33.6 33.6 33.6 

FIIs 46.7 45.9 44.8 48.6 

DIIs         6.4 4.7 5.7 3.9 

Others 13.3 15.8 15.9 13.9 

 Source: BSE 
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Home First Finance l BUY l TP: 1,070 

 Resiliency continues 

 Y/E Mar  
(Rs mn) 

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

RoE  
(%) 

FY20 1,610          1,238              796  88.3 9.1 106.8 N.A.* N.A. 2.7% 10.9 

FY21 2,127          1,661           1,001  25.8 11.4 158.0 45.0 3.3 2.5% 8.6 

FY22 2,960          2,513           1,861  86.0 21.2 179.6 36.2 4.3 3.6% 11.8 

FY23E 3,517          2,659           1,856  -0.3 21.2 194.2 37.9 4.0 3.2% 11.1 

FY24E 4,312          3,054           2,134  14.9 24.3 218.6 32.9 3.6 2.9% 11.4 

FY25E 5,347          3,684           2,586  21.2 29.5 246.6 27.2 3.1 2.9% 12.3 

   Source: Company, MNCL Research Estimates. 

 

   Source: Company, MNCL Research estimates, *HFFC listed in February 2021 

https://bit.ly/3zjRDWz
mailto:pooja.ahuja@mnclgroup.com
mailto:aalok.shah@mnclgroup.com
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Key takeaways from conference call 
Loan book:  

 Demand for home loans has not been deterred by higher interest rates as decision to build a house 
is dependent on various other factors. 

 Company is targeting to reach AUM of Rs.120-150bn in the next 4 years, growing at 30% CAGR. 

 Ticket size in LAP is similar to home loans which is Rs.1-1.5mn.  

 Incremental origination mix is - 40% of self-construction properties, 15-20% resale transaction, 15% 
LAP and 30% from high rise apartments/row houses. Historically, it was largely developer led so the 
contribution in the book stands at 50%. 

Asset quality: 

 Rs.440mn of NPA stands in the less than 90dpd bucket, remains sticky at these levels since 3 
quarters. NPA improvement in this bucket would take 2-3 more quarters. 

 Bounce rates have risen as customers have delayed payment by 2-3 days. Company will be closely 
monitoring this going forward. 

 Increase in interest rates has largely been passed on in the form of extended tenure and not EMI 
increase. Therefore, bounce rates have no correlation to rising interest rates. 

 There were no write offs during the quarter. 

Margins: 

 Seeing competitive pressure on new originations, therefore yield would not increase substantially. 

 Spreads to move to 5.25% as transmission of interest rates happens from banks 

 25bps rate hike taken in last quarter and repriced the back book 

 Rates are comparable in PSB/private sector banks. 

Operating expenses: 

 Aim to reach 150 branches in the next 2 years. 

 Attrition for RMs was higher at 40% vs. normalised rate of 35% mostly in their first year of joining. 

 Connectors are paid 25-30bps commission – connectors have sourced better loans for the company 
than the market. 

 Higher travel, admin expenses led to higher other operating expenses during the quarter. 

 8-9 branches to be opened in H2FY23. 

Other highlights: 

 DA of Rs.690mn done during the quarter. Direct Assignment was lower in this quarter mainly due 
to liquidity management. Company will do assignment of Rs.1bn/quarter in H2FY23. 
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Story in Charts 
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Quarterly Financials and Key Performance Indicators 
  Exhibit 1: Quarterly Financials 

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

Profit & Loss account         

Net Interest Income 524 588 653 642 759 851 940 1,016 

YoY growth % 16% 24% 29% 40% 45% 45% 44% 46% 

NIM % 6.78% 7.20% 7.77% 7.31% 8.00% 8.24% 8.33% 8.23% 

Total Income 559 822 889 897 970 1,023 1,086 1,182 

YoY growth % -12% 50% 12% 72% 74% 24% 22% 29% 

Total Operating Expenses 273 314 282 301 319 364 387 441 

YoY growth % -3% 17% 26% 33% 17% 16% 37% 36.99% 

CI Ratio % 48.87% 38.14% 31.76% 33.54% 32.88% 35.57% 35.65% 37.30% 

Pre-Provision Profits 286 509 607 596 651 659 699 741 

YoY growth % -20% 81% 6% 102% 128% 30% 15% 24% 

 Provisions  74 83 130 33 60 27 36 50 

YoY growth % 780% -29% 192% -72% -19% -68% -72% 49% 

Credit cost % 0.96% 1.02% 1.55% 0.38% 0.63% 0.26% 0.32% 0.40% 

Net Profit 159 313 351 449 459 482 512 543 

YoY growth % -34% 151% -9% 213% 189% 54% 46% 21% 

Source: Company, MNCL Research 

Balance Sheet – (Rs. Mn)         

Net Worth 10,921 13,805 14,173 14,627 15,100 15,737 16,279 16,856 

Borrowings 28,393 30,537 30,835 30,754 30,236 34,668 37,803 41,541 

YoY growth % 29% 22% 16% 17% 6% 14% 23% 35% 

Loans 32,067 33,265 33,951 36,372 39,540 43,049 47,222 51,454 

YoY growth % 16% 10% 18% 22% 23% 29% 39% 41% 

Disbursements 3,488 4,518 3,046 5,152 5,696 6,411 6,612 7,022 

YoY growth % N.A. N.A. 477% 112% 63% 42% 117% 36% 

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 2,035 2,960 3,517 4,312 5,347 

Total Income 2,690 3,800 4,407 5,238 6,365 

Operating Expenses 1,028 1,287 1,748 2,184 2,681 

 - Employee Costs 661 808 1,131 1,413 1,767 

 - Other Expenses 367 479 617 770 914 

Pre-Provision Profit 1,662 2,304 2,659 3,054 3,684 

Provisions 322 250 279 318 369 

Profit Before Tax 1,340 2,263 2,380 2,735 3,315 

Taxes 339 402 524 602 729 

Tax Rate % 25.3 17.8 22.0 22.0 22.0 

Profit After Taxes 1,001 1,861* 1,856 2,134 2,586 

Source: Company, MNCL Research Estimates. On Adjusted basis PAT stood at Rs.1,741mn. 

Exhibit 3: Balance Sheet 

Y/E March FY21 FY22 FY23E FY24E FY25E 

Cash and Bank Balances 6,799 6,678 5,342 4,808 4,327 

Loans 33,265 43,049 56,124 71,255 88,241 

Total Investments 3,750 - 3,938 4,331 4,765 

Fixed Assets 167 202 251 252 247 

Deferred tax assets -80 -17 -17 -17 -17 

Other Assets 1,201 1,239 222 1,394 2,258 

Total assets 45,102 51,169 65,210 81,440 99,297 

      

      

Equity Share Capital 175 175 175 175 175 

Reserves & Surplus 13,631 15,562 17,418 19,552 22,137 

Net worth 13,805 15,737 17,593 19,727 22,313 

Borrowings 30,537 34,668 46,801 60,842 76,052 

Other liabilities 759 764 815 871 932 

Total Liabilities 45,102 51,169 65,210 81,440 99,297 

Source: Company, MNCL Research Estimates 

 

 

  

Exhibit 4: Key ratios 

Y/E March FY21 FY22 FY23E FY24E FY25E 

Growth ratio (%)      

Profit & Loss      

- Net Interest Income 32.1 39.2 18.8 22.6 24.0 

- Net income 20.3 39.9 16.0 18.9 21.5 

- Operating Profit 34.2 51.3 5.8 14.9 20.6 

- PAT 25.8 85.9 -0.3 14.9 21.2 

      

Balance Sheet      

- Loan 10.4 29.4 30.4 27.0 23.8 

- AUM 14.5 29.9 30.4 27.0 23.8 

- Borrowings 22.5 13.5 35.0 30.0 25.0 

      

Ratios %      

NIM 6.7 7.8 7.1 6.8 6.7 

Spreads 4.9 6.8 5.7 5.5 5.5 

Cost/Income 38.9 33.9 39.7 41.7 42.1 

Opex/AUM 2.7 2.7 2.8 2.7 2.7 

      

Asset Quality      

GNPA % 1.80 2.30 1.70 1.30 1.20 

NNPA % 1.20 1.80 1.10 0.80 0.80 

      

Return Ratios %      

RoA 2.5 3.6 3.2 2.9 2.9 

RoE 8.7 11.8 11.1 11.4 12.3 

      

Per share ratio      

      

EPS (Rs) 11.5 21.2 21.2 24.3 29.5 

BV (Rs) 158 180 201 225 255 

ABV (Rs) 153 171 194 219 247 

      

Valuation Ratios      

P/E (x) N.A. 36.2 37.9 32.9 27.2 

P/B (x) N.A. 4.3 4.0 3.6 3.1 

P/ABV (x) N.A. 4.5 4.1 3.7 3.3 

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

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 

 


