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Estimate change  
TP change  
Rating change  
 
Bloomberg HOMEFIRS IN 
Equity Shares (m) 87 
M.Cap.(INRb)/(USDb) 70.4 / 0.9 
52-Week Range (INR) 1004 / 602 
1, 6, 12 Rel. Per (%) -11/6/28 
12M Avg Val (INR M) 120 

 
Financials & Valuations (INR b) 
Y/E March FY23E FY24E FY25E 
NII 4.0 5.2 6.6 
PPoP 3.0 3.9 5.0 
PAT 2.2 2.8 3.6 
EPS (INR) 25.2 31.8 40.9 
EPS Gr. (%) 17.1 26.3 28.6 
BV/Sh. (INR) 204 236 276 
ABV/Sh. (INR) 198 229 269 
Ratios       
NIM (%) 6.4 6.2 6.2 
C/I ratio (%) 37.5 36.4 34.8 
RoAA (%) 3.8 3.8 3.9 
RoAE (%) 13.2 14.5 16.0 
Valuations       
P/E (x) 31.8 25.2 19.6 
P/BV (x) 3.9 3.4 2.9 
P/ABV (x) 4.0 3.5 3.0 

 
Shareholding pattern (%) 
As On Jun-22 Mar-22 Jun-21 
Promoter 39.2 39.2 50.1 
DII 10.2 9.9 8.1 
FII 39.0 39.9 32.1 
Others 11.6 11.0 9.7 
FII Includes depository receipts 
 

  CMP: INR802 TP: INR1,025 (+28%) Buy 
 Earnings in-line with sustained improvement in asset quality 
 HomeFirst’s 2QFY23 PAT grew 21% YoY/6% QoQ to INR543m (in-line). 

Credit costs grew 37% QoQ to INR50m (MOFSLe: INR31m). Underlying this, 
the NII grew 58% YoY to ~INR1b (in-line). ‘Other income’ grew 13% QoQ, 
driven primarily by higher treasury gains and investment income. 

 Opex was 7% higher than estimated and grew 47% YoY and 14% QoQ, led 
by investments in new branches and resultant higher employee expenses. 

 Disbursements grew 36% YoY to ~INR7b, leading to AUM growth of 36% 
YoY to ~INR62.8b. AUM growth was marginally impacted by subsidy 
received by the company under the PMAY scheme. 

 
Asset quality improved even as bounce rates increased sequentially  
 Gross Stage 3 (including RBI NPA circular) improved ~20bp QoQ to 1.9%.  
 PCR increased ~4pp QoQ to ~26% (v/s ~22% in 1QFY23), leading to a 

decline in NS3 to 1.4% (v/s 1.7% QoQ). 
 BT-OUT moderated to annualized rate of 5.5% (down 10bp QoQ). 
 1+dpd declined ~30bp QoQ to 4.7%, while bounce rates increased to 15.6% 

in 2QFY23 and 15.1% in Oct’22 (v/s 14% in 1QFY23).  
 The company attributed the increase in bounce rates to the changing 

preference or payment behavior of customers to make repayments through 
UPI. About 2% of the total customers whose NACH mandate bounced made 
their repayments using UPI within three days of the mandate bounce. 
 

Portfolio spreads/NIM stable; moderation in incremental spreads 
 Reported yield improved ~30bp QoQ to 13%, while the CoB grew ~20bp 

QoQ to 7.1%. Reported spreads were stable sequentially at 5.8%, while 
reported NIM grew 10bp QoQ to 6.5%. 

 Incremental spreads in 2QFY23 declined ~20bp QoQ to 5.4%. The company 
suggested that the moderation in spreads will continue for the next few 
quarters since it will transmit only a part of the increase in borrowing costs 
and absorb the rest. 

 

Highlights from the management commentary 
 Guided for Opex to AUM ratio of 3.0-3.2% and expect to maintain spreads 

at ~5.5% as the interest rates rise. The company expects the proportion of 
LAP to increase to ~15% within the next few years. 

 Attrition at 40% at the RM level was slightly higher than prior quarters  
 Plans to gradually increase its branch network to 150 over the next two 

years (from its current ~100 branches) 
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Valuation and View 
 HomeFirst has invested in building a franchise, which is strongly positioned to 

capitalize on the growth opportunity in affordable housing finance. We estimate 
HomeFirst to deliver a ~30% AUM CAGR over FY22-FY25, along with a NIM of 
6.1%-6.4% over the same period. We expect cost efficiencies to kick in and drive 
a sustained improvement in its operating cost ratios over the medium term. 
With no sticky NPAs from the past, HomeFirst’s asset quality should strengthen 
and credit costs should remain benign over FY23-FY25E. We estimate the 
company to deliver RoA/RoE of 3.9%/16% by FY25 and reiterate our Buy rating 
with an unchanged TP of INR1,025 (based on 4.0x Sep’24E BVPS). 

 
Quarterly Performance                      (INR m) 
Y/E March FY22 FY23E 

FY22 FY23E 2QFY23E Act 
V/s Est   1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE 

Interest Income 1,155 1,206 1,270 1,389 1,547 1,727 1,880 1,930 5,117 7,084 1,686 2 
Interest expenses 532 564 552 538 607 712 819 910 2,157 3,048 681 4 
Net Interest Income 623 642 717 851 940 1,016 1,061 1,020 2,960 4,036 1,005 1 

YoY Growth (%) 23.6 40.3 36.9 54.9 50.8 58.2 47.9 19.8 45.4 36.3 56.5   
Other Income 265 255 247 172 147 167 213 266 840 793 126 33 
Net Income 888 897 964 1,023 1,086 1,182 1,274 1,286 3,800 4,829 1,130 5 

YoY Growth (%) 12.6 69.4 72.0 26.2 22.3 31.8 32.1 25.7 41.3 27.1 26.0   
Operating Expenses 282 301 313 364 387 441 480 503 1,262 1,811 411 7 
Operating Profit 607 596 651 659 699 741 794 783 2,538 3,018 720 3 

YoY Growth (%) 6.0 102.0 127.7 29.5 15.3 24.3 22.0 18.8 52.7 18.9 20.7   
Provisions and Cont. 130 33 60 27 36 50 40 24 250 150 31 58 
Profit before Tax 476 563 591 632 663 692 754 759 2,288 2,868 688 0 
Tax Provisions 125 114 132 30 151 149 170 176 402 645 155 -4 
Net Profit 351 449 459 602 512 543 585 583 1,886 2,223 534 2 

YoY Growth (%) -9.1 213.0 188.6 92.3 46.0 20.9 27.3 -3.1 250.2 149.5 18.9   
Key Operating Parameters (%)                        
Other income to Net Income 29.9 28.4 25.6 16.8 13.5 14.1   22.1 16.4     
Credit Cost 1.24 0.30 0.50 0.21 0.26 0.33   2.62 1.2     
Cost to Income Ratio 31.7 33.5 32.5 35.6 35.7 37.3   33.2 37.5     
Tax Rate 26.3 20.3 22.3 4.8 22.7 21.5   17.6 22.5     
Balance Sheet Parameters                       
AUM (INR m) 42,943 46,170 49,940 53,800 58,319 62,750   53,800 72,148     

Change YoY (%) 18.5 23.8 26.7 29.9 35.8 35.9   29.9 34.1     
Loans (INR m) 33,951 36,372 39,540 43,049 47,222 51,454   43,049 58,616     

Change YoY (%) 18.3 22.4 23.3 29.4 39.1 41.5   29.4 36.2     
Borrowings (INR m) 39,367 40,065 40,172 44,952 48,387 52,282   34,668 47,479     

Change YoY (%) 16.6 19.5 13.9 17.7 22.9 30.5   13.5 37.0     
Loans/Borrowings (%) 86.2 90.8 98.4 95.8 97.6 98.4     124 123     
Asset Quality Parameters (%)                       
GS 3 (INR m) 666 640 1,024 1,015 1,020 1,001 

  
1,015 968     

Gross Stage 3 (% on Assets) 1.9 1.7 2.6 2.3 2.1 1.9 
  

2.3 1.64     
NS 3 (INR m) 491 451 792 763 791 737 

  
763 731     

Net Stage 3 (% on Assets) 1.43 1.22 1.98 1.75 1.66 1.42 
  

1.8 1.24     
PCR (%) 26.2 29.6 22.7 24.9 22.4 26.4     24.9 24.5     
ECL (%) 1.36 1.35 1.18 1.10 0.98 0.98             
Return Ratios (%) 

 
  

   
  

   
      

ROAA (Rep) 3.1 3.9 4.0 3.9 3.9 4.0   3.9 3.8     
ROAE (Rep) 10.0 12.5 12.4 12.5 12.8 12.5   12.8 13.2     
E: MOFSL estimates                         
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Highlights from the management commentary 
Business update 
 The company expects its widening distribution network and improving market 

share to act as growth levers for the company  
 Growth is expected to flow mainly from the following six states - Gujarat, 

Maharashtra, Tamil Nadu, Telangana, Karnataka, and Rajasthan 
 About 30K customers, out of a customer base of ~70k, have availed the PMAY 

subsidy. The same has also allowed the company to comfortably increase the 
tenors without any adverse effect on the delinquencies in a rising rate 
environment. 

 Received PMAY subsidy of INR500m in 2QFY23 and has outstanding PMAY 
subsidy of another ~INR2b. 

 Expect contribution of LAP to the loan mix to increase to ~15%. Yields on LAP 
loans are ~100-200bp higher than homes. Ticket size on LAP loans same as that 
of home loans at INR1.0-1.5m. 90%+ LAP loans are residential in nature.  

 Connectors are paid 20-50bp depending on the volumes and consistency of 
business sourced and disbursed rather than on lead generation  

 Co-lending in 2QFY23 stood at INR200m (o/w which ~INR40m was retained by 
the company on its own books). Monthly originations in co-lending is on the rise 
and it is expected to grow further in the coming quarters. 

 
Guidance 
 The management guided for AUM of INR120-150b over the next two to three 

years, translating into a CAGR of 30%. Guided for disbursement growth of 5% 
QoQ. 

 Guided for Opex to AUM ratio of 3.0-3.2% 
 The company endeavors to maintain direct assignments of ~INR1b per quarter 
 Expects further improvement in 30+dpd bucket over the next two to three 

quarters 
 Plans to gradually increase branches to 150 (over the next two years) from its 

current level of ~100 branches  
 
Margins and CoF 
 Expect to maintain spreads in the range of ~5.5% as interest rates increase 

(spreads as of 2QFY23 was at 5.8%). The company was able to maintain spreads 
this quarter since it passed on the increased CoF to the customers. 

 The company estimates to maintain NIM of ~6.0% over FY23-FY24. 
 Marginal CoF stood at 8% and in 1HFY23, the company has not availed NHB 

borrowings 
 The management is focused on diversifying the source of borrowings. The 

average tenor of borrowings is seven years, in line with that of the duration of 
assets. 

 
Asset quality 
 The increase in bounce rates was due to increased preference of customers to 

pay through UPI. They let the NACH mandate bounce and consequently pay 
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through UPI. If we do not consider these as bounces, the bounce rates would be 
stable sequentially at 14%  

 The company is contemplating on introducing new payment options to reduce 
the bounce rates 

 The company has witnessed improvement across all buckets. 1+dpd and 30+dpd 
improved sequentially to 4.7%/3.3% from 5%/3.5% in 1QFY23. 

 There were no technical write-offs, while recoveries stood at INR10m and write-
backs of ~INR4m (recoveries on NPA written off earlier) in 2QFY23. 

 
Others 
 Karnataka bank and Yes bank have been added as new banking partners 
 Top 10 connectors contribute ~30% to the total loan book. 
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Key exhibits 
 

Exhibit 1: Disbursements grew ~36% YoY… 

 
Sources: MOFSL, company reports 

Exhibit 2: ….while AUM grew 7.6% sequentially  

 
Sources: MOFSL, company reports 

 
Exhibit 3: Segment wise loan mix (%) 

 
Sources: MOFSL, company reports 

Exhibit 4: Top 6 states contribute 84% to loan mix (%) 

 
Sources: MOFSL, company reports 

 
Exhibit 5: Spreads were stable sequentially (%) 

 
Sources: MOFSL, company reports 

Exhibit 6: Margins improved 10bp QoQ (%) 

 
Sources: MOFSL, company reports 
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Exhibit 7: OPEX expected to remain elevated due to 
expansion plans 

 
Sources: MOFSL, company reports 

 
Exhibit 8: PAT grew 21% YoY  

 
Sources: MOFSL, company reports 

 
Exhibit 9: GS3 improved ~20bp QoQ to 1.9%  

 
Sources: MOFSL, company reports 

Exhibit 10: 1+dpd improved 30bp QoQ to 4.7% 

 
Sources: MOFSL, company reports 
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Exhibit 11: Our FY23/24 estimates are largely unchanged 

INR B 
Old Est. New Est. % Change 

FY23 FY24 FY23 FY24 FY23 FY24 
NII  4.0 5.1 4.0 5.2 0.8 1.1 
Other operating Income 0.6 0.8 0.6 0.7 -6.1 -10.5 
Other Income 0.2 0.3 0.2 0.3 -19.0 -9.1 
Total Income 4.9 6.1 4.8 6.1 -1.1 -0.8 
Operating Expenses 1.8 2.2 1.8 2.2 0.9 0.2 
Operating Profits 3.1 3.9 3.0 3.9 -2.2 -1.4 
Operating Profits             
Provisions 0.2 0.3 0.1 0.2 -21.7 -11.0 
PBT 2.9 3.7 2.9 3.6 -0.9 -0.8 
Tax 0.7 0.8 0.6 0.8 -0.9 -0.8 
PAT 2.2 2.8 2.2 2.8 -0.9 -0.8 
Loans 72 93 72 94 0.3 0.9 
Borrowings 47 61 47 62 0.3 0.9 
RoA 3.8 3.8 3.8 3.8 0.0 0.0 
RoE 13.3 14.6 13.2 14.5 -0.1 -0.1 
 

Sources: MOFSL, Company 
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Financials and valuations 
 

Income statement           (INR M) 
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
Interest Income 840 1,258 2,320 3,548 4,237 5,117 7,084 9,409 12,080 
Interest Expenses 541 665 1,265 1,938 2,202 2,157 3,048 4,254 5,499 
Net Interest Income 300 593 1,055 1,610 2,035 2,960 4,036 5,155 6,581 

Change (%)   98.0 77.9 52.6 26.4 45.4 36.3 27.7 27.7 
Gain on Direct assignment 23 23 215 371 439 678 523 601 691 
Fee and Commissions 15 31 33 38 35 13 80 85 100 
Other Income 65 150 142 239 180 148 190 257 296 
Total Income  
(net of interest expenses) 402 797 1,445 2,258 2,690 3,800 4,829 6,098 7,668 

Change (%)   98.2 81.2 56.3 19.1 41.3 27.1 26.3 25.7 
Employee Expenses 144 222 432 611 661 808 1,132 1,475 1,774 
Depreciation 5 9 46 72 76 75 83 94 105 
Other Operating Expenses 99 163 241 337 291 379 596 650 793 
Operating Expenses 249 394 719 1,020 1,028 1,262 1,811 2,219 2,671 
PPoP 154 404 726 1,238 1,662 2,538 3,018 3,879 4,996 

Change (%)   162.4 79.9 70.6 34.2 52.7 18.9 28.5 28.8 
Provisions/write offs 17 20 73 165 322 250 150 232 290 
PBT 137 383 653 1,073 1,340 2,288 2,868 3,647 4,707 
Tax 49 131 196 278 339 402 645 821 1,059 
Tax Rate (%) 35.8 34.2 30.0 25.9 25.3 17.6 22.5 22.5 22.5 
PAT 88 252 457 796 1,001 1,886 2,223 2,826 3,648 

Change (%)   187.3 81.4 74.0 25.8 88.4 17.9 27.1 29.1 

             
Balance sheet             
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
Equity Capital 103 103 127 157 175 175 176 178 178 
Reserves & Surplus 2,975 3,228 5,135 9,178 13,631 15,562 17,858 20,756 24,442 
Net Worth 3,078 3,331 5,262 9,334 13,805 15,737 18,034 20,933 24,620 
Borrowings 6,571 10,199 19,256 24,938 30,537 34,668 47,479 61,592 77,108 

Change (%)   55.2 88.8 29.5 22.5 13.5 37.0 29.7 25.2 
Other liabilities 253 110 297 530 759 764 917 1,054 1,213 
Total Liabilities 9,903 13,639 24,815 34,802 45,102 51,169 66,430 83,580 1,02,941 
E: MOFSL Estimates             
Loans 7,877 13,087 21,347 30,139 33,265 43,049 58,616 76,990 97,605 

Change (%)   66.2 63.1 41.2 10.4 29.4 36.2 31.3 26.8 
Investments 0 0 1,029 1,456 3,750 0 3,500 3,675 3,859 

Change (%)       41.4 157.6 -100.0   5.0 5.0 
Fixed Assets 26 112 174 210 167 202 243 279 321 
Cash and cash equivalents 1,770 302 1,920 2,221 6,799 6,678 2,646 1,068 -568 
Other assets 230 138 345 777 1,121 1,239 1,425 1,568 1,724 
Total Assets 9,903 13,639 24,815 34,802 45,102 51,169 66,430 83,580 1,02,941 
E: MOFSL Estimates          
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Financials and valuations 
 

Ratios             
Growth % FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
AUM  60.0 80.2 48.1 14.4 29.9 34.1 30.5 26.5 
Disbursements  75.7 111.0 2.9 -32.2 85.2 41.6 22.7 18.2 
Loan book (on balance sheet)  66.1 63.3 41.6 10.9 29.1 36.0 31.3 26.8 
Total Assets  37.7 81.9 40.2 29.6 13.5 29.8 25.8 23.2 
NII  98.0 77.9 52.6 26.4 45.4 36.3 27.7 27.7 
PPOP  162.4 79.9 70.6 34.2 52.7 18.9 28.5 28.8 
PAT  187.3 81.4 74.0 25.8 88.4 17.9 27.1 29.1 
EPS   187.2 47.8 40.7 12.7 87.9 17.1 26.3 28.6 
              
Y/E March FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
Spreads and margin (%)             
Avg yield on loans 10.7 12.0 13.3 13.3 12.7 12.5 13.1 13.2 13.2 
Avg. cost of funds 8.2 7.9 8.6 8.8 7.9 6.6 7.4 7.8 7.9 
Interest Spread 2.4 4.1 4.7 4.5 4.8 5.9 5.6 5.4 5.3 
NIM on AUM 3.5 5.4 5.6 5.3 5.2 6.2 6.4 6.2 6.2 
                    
Capital Structure & Profitability Ratios (%) FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
Debt-Equity ratio 2.1 3.1 3.7 2.7 2.2 2.2 2.6 2.9 3.1 
CAR 66.7 43.6 38.0 49.0 56.2 58.6 47.3 42.9 40.3 
Tier-I 66.0 41.9 37.4 47.7 55.2 58.1 46.8 42.5 39.9 
Leverage 3.2 4.1 4.7 3.7 3.3 3.3 3.7 4.0 4.2 
RoAA 0.9 2.1 2.4 2.7 2.5 3.9 3.8 3.8 3.9 
RoAE  2.8 7.9 10.6 10.9 8.7 12.8 13.2 14.5 16.0 
ROAAUM 1.0 2.3 2.4 2.6 2.6 4.0 3.5 3.4 3.4 
Int. Expended/Int.Earned 64.3 52.9 54.5 54.6 52.0 42.1 43.0 45.2 45.5 
Other Inc./Net Income 16.2 18.8 9.8 10.6 6.7 3.9 3.9 4.2 3.9 
                    
Cost/Productivity Ratios (%) FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
Cost/Income 61.8 49.4 49.8 45.2 38.2 33.2 37.5 36.4 34.8 
Op. Exps./Avg Assets 2.5 3.3 3.7 3.4 2.6 2.6 3.1 3.0 2.9 
Op. Exps./Avg AUM 2.9 3.6 3.8 3.4 2.6 2.7 2.9 2.7 2.5 
Non interest income as % of Total income 16.2 18.8 9.8 10.6 6.7 3.9 3.9 4.2 3.9 
AUM/employee (INR m) 42 35 36 52 60 63 66 75 88 
AUM/ branch (INR m) 235 323 407 532 575 673 644 697 794 
Empl. Cost/Op. Exps. (%) 58 56 60 60 64 64 63 66 66 
                    
Asset Quality (INR m)             
Gross NPA  54 75 170 315 622 1,015 968 1,046 1,144 
GNPA % 0.7 0.6 0.8 1.0 1.8 2.3 1.6 1.3 1.2 
Net NPA  45 61 128 234 398 763 731 774 847 
NNPA % 0.6 0.5 0.6 0.8 1.2 1.8 1.2 1.0 0.9 
PCR % 16.5 19.6 24.9 25.8 36.0 24.9 24.5 26.0 26.0 
Credit cost % of avg AUM (bps) 20 18 38 54 83 53 24 28 27 
                    
Valuation FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E 
No.of Shares (m) 51.6 51.6 63.3 78.3 87.4 87.6 88.2 88.8 89.1 
EPS            1.7             4.9             7.2           10.2           11.5           21.5           25.2           31.8           40.9  
P/E (x) 473.5 164.9 111.5 79.2 70.3 37.4 31.9 25.3 19.7 
BV (INR) 60 65 83 119 158 180 204 236 276 
Price-BV (x) 13.5 12.5 9.7 6.8 5.1 4.5 3.9 3.4 2.9 
Adjusted BV (INR)  64 82 117 155 173 198 229 269 
Price-ABV (x)   12.6 9.9 6.9 5.2 4.7 4.1 3.5 3.0 
DPS (INR) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
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