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Estimate change  
TP change   
Rating change  
 

 
Bloomberg POWF IN 

Equity Shares (m) 3300 

M.Cap.(INRb)/(USDb) 1064.3 / 11.2 

52-Week Range (INR) 487 / 310 

1, 6, 12 Rel. Per (%) -5/-27/-12 

12M Avg Val (INR M) 3254 

 

Financials & Valuations (INR b) 

Y/E March FY26 FY27E FY28E 

NII 219 210 231 

PPP 230 232 255 

PAT 201 194 201 

EPS (INR) 60.8 58.9 60.9 

EPS Gr. (%) 16 -3 3 

BV/Sh. (INR) 311 352 394 

ABV/Sh. (INR) 267 308 350 

RoAA (%) 3.4 3.1 3.0 

RoAE (%) 20.7 17.8 16.3 

Div Payout (%) 30.5 30.5 30.0 

Valuations      

P/E (x) 5.3 5.5 5.3 

P/BV (x) 1.0 0.9 0.8 

Core P/E (x) 3.8 3.9 3.8 

Core P/BV (x) 0.8 0.7 0.6 

Div. Yld (%) 5.8 5.6 5.7 

 

Shareholding pattern (%) 

As On Sep-26 Jun-26 Sep-25 

Promoter 56.0 56.0 56.0 

DII 15.8 14.5 16.0 

FII 17.8 20.5 18.8 

Others 10.4 9.0 9.1 

FII includes depository receipts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  CMP: INR323 TP: INR405 (+26%) Buy 

 Weak loan growth with minor NIM compression; earnings in line 

Higher prepayments continued; asset quality improved further 

◼ Power Finance Corporation’s (PFC) 2QFY27 PAT grew ~12% YoY to INR49.9b 

(in line). NII declined ~3% YoY to ~INR51.2b (in line). Other operating income 

grew ~7% YoY to ~INR12.7b, which included fee and commission income of 

~INR2.6b and dividend income of INR8.8b (PY: INR11b). 

◼ PFC reported exchange loss of INR1.8b (PQ: gain of INR752m | PY: loss of 

INR5b). Opex grew ~17% YoY to ~INR2.3b (in line). Cost-income ratio was 

broadly stable QoQ at ~4.4%. PPoP grew ~3% YoY to INR59.8b (in line). 

◼ Provision writebacks for the quarter stood at INR1.8b (vs. est. +INR1.2b). This 

translated into provision write-backs of -3bp in 2Q (PY: 4bp and PQ: -10bp). 

The provision reversal in 2Q was majorly on account of partial prepayment of 

INR61.7b received from the Kaleshwaram Irrigation project. 

◼ Reported yields in 1HFY27 stood at ~9.57% (1QFY27: 9.56%), while CoB stood 

at ~7.17% (1QFY27: 7.07%), resulting in spreads of ~2.4% (1QFY27: ~2.5%). 

NIM (calc.) contracted ~20bp QoQ to ~3.5%. 

◼ PFC's share of foreign currency borrowings in the overall funding mix rose to 

24% in 1HFY27 from the historical range of 20-21%, driven by a calibrated 

increase in overseas borrowings to leverage the concessional foreign 

exchange swap facility introduced by the RBI for PSUs, which is available until 

Dec'26. The company shared that its cost of funds will remain sensitive to 

foreign exchange market volatility and periodic repo rate hikes by the RBI. 

We model NIMs of ~3.5%/3.6% in FY27/FY28E (vs. 3.7% in FY26). 

◼ We keep our FY27 EPS estimate largely unchanged and cut our FY28 EPS 

estimate by 2%. We estimate a disbursement/advances CAGR of 3%/7% 

over FY26-FY28 and PAT to remain broadly flat over the next two years, 

with RoA/RoE of 3%/16% and a dividend yield of ~5.7% in FY28E. We 

reiterate our BUY rating with an SoTP (Sep’28E)-based TP of INR405. 

 

Disbursements declined ~31% YoY; muted loan growth of ~2% YoY 
◼ Loan book stood at INR5.7t, up 2% YoY and flat QoQ. 2Q repayments stood at 

~22.2% (PQ: 20.9% and PY: ~28.0%). Loan growth was impacted by elevated 

prepayments. We model loan growth of ~5% in FY27E. 

◼ Disbursements fell 31% YoY and grew 69% QoQ to INR341b. Disbursements 

to infrastructure sector formed 6% of total disbursements in 2Q. Renewables 

segment in the Loan mix rose to 15.6% (PQ: 14.8%). CRAR stood at ~24% as 

of Sep’26. 

 

Asset quality improves; PCR on standard assets declines QoQ 
◼ GS3 declined ~20bp QoQ to ~0.9%, while NS3 was stable QoQ at ~0.15%. PCR 

on Stage 3 declined ~3pp QoQ to 83.2%. Standard assets (Stage 1 + 2) PCR 

declined ~4bp QoQ to 74bp (PQ: 78bp and PY: 101bp). 
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◼ PFC has ~18 projects that are classified as NPA. Resolution in nine NPA projects 

is being pursued under NCLT, and the remaining nine NPA projects are being 

pursued outside NCLT.  

◼ In 1HFY27, an outstanding loan of INR11.2b to East Coast Energy (which was 

undergoing liquidation) was written off from the books, against which 100% 

provision had already been maintained. 

 

Key highlights from the press release 
◼ PFC's outstanding foreign currency borrowings stood at USD11.79b as of Sep'26, 

comprising 61% USD-denominated, 21% JPY and 18% EUR borrowings. Nearly 

98% of the portfolio was hedged against exchange rate risk, ensuring that PFC 

remains well-positioned to manage range-bound foreign exchange volatility. 

◼ On incremental business, PFC will continue to focus on realistic and resilient 

growth. In the current competitive pricing environment, priority of the company 

is to tap the capex opportunities while balancing growth with sustainable 

returns. 

 

Valuation and view  
◼ PFC reported an operationally weak quarter, with earnings broadly in line but 

underlying loan growth remaining weak. Asset quality improved, resulting in 

benign credit costs. However, NIM remained under pressure amid heightened 

competitive intensity and higher incremental borrowing costs. 

◼ PFC (standalone) trades at 0.6x FY28E P/BV and ~4x FY28E EPS. We reiterate our 

BUY rating with an SoTP (Sep’28E)-based TP of INR405 (based on a 0.8x target 

multiple for the PFC standalone business and INR147/sh for PFC’s stake in REC 

after a hold-co discount of 20%). 

◼ Key risks: 1) weaker loan growth driven by weak disbursements; 2) an increase 

in exposure to power projects without PPAs; 3) compression in spreads and 

margins due to an aggressive competitive landscape; and 4) any slowdown in 

the offtake of renewable energy projects. 

 
PFC: SOTP – Sep’28 

  Stake Target Multiple Value (INR B) INR per share % To Total Rationale 

PFC Standalone 100 0.8 950 288 71 0.8x Sep'28 PBV 

REC Stake (Pre-holdCo) 53 0.8 485 147   0.8x Sep'28 PBV 

Hold Co Discount (20%)     97       

REC Stake (Post Hold-CO)     388 118 29 

Target Value     1,338 405 100   
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Quarterly Performance                        (INR m) 

Y/E March FY26 FY27E FY26 FY27E 2QFY27E v/s Est. 

Particulars 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q        
Interest Income 1,37,389 1,34,728 1,39,359 1,39,253 1,37,364 1,36,577 1,38,899 1,44,068 5,50,728 5,56,908 1,37,501 -1 

Interest Expenses 82,697 81,835 83,294 84,028 85,029 85,356 86,893 90,069 3,31,769 3,47,347 85,454 0 

Net Interest Income 54,692 52,893 56,065 55,225 52,335 51,221 52,007 53,999 2,18,959 2,09,561 52,047 -2 

YoY Gr % 26.4 20.0 19.4 -6.6 -4.3 -3.2 -7.2 -2.2 13.2 -4.3 -1.6  
Other Income 2,016 11,829 6,827 13,910 2,817 12,688 7,164 13,787 34,494 36,456 12,620 1 

Net Operational Income 56,708 64,722 62,892 69,135 55,152 63,909 59,171 67,785 2,53,452 2,46,017 64,667 -1 

YoY Gr % 22.1 10.2 18.9 -1.8 -2.7 -1.3 -5.9 -2.0 10.9 -2.9 -0.1  
Exchange gain/(loss) -6,546 -4,972 -1,276 -3,089 752 -1,873 -1,600 -1,778 -15,883 -4,500 -1,000 87 

Total Net Income 50,162 59,750 61,616 66,046 55,904 62,036 57,571 66,007 2,37,569 2,41,517 63,667 -3 

YoY Gr % 6.7 7.4 15.4 -2.6 11.4 3.8 -6.6 -0.1 6.2 1.7 6.6  
Operating Expenses 1,848 1,932 1,991 2,222 2,333 2,261 2,309 2,343 7,989 9,246 2,241 1 

Operating Profit 48,313 57,819 59,625 63,824 53,571 59,775 55,262 63,663 2,29,581 2,32,271 61,427 -3 

YoY Gr % 5.0 8.5 15.7 -2.5 10.9 3.4 -7.3 -0.3 6.1 1.2 6.2  
Provisions -6,818 2,420 52 -13,817 -5,560 -1,796 1,100 1,032 -18,164 -5,224 1,200 -250 

PBT 55,132 55,399 59,573 77,640 59,131 61,571 54,162 62,631 2,47,744 2,37,495 60,227 2 

Tax 10,117 10,780 11,940 14,395 11,677 11,704 9,749 10,094 47,231 43,224 10,841 8 

Tax Rate % 18.3 19.5 20.0 18.5 19.7 19.0 18.0 16.1 19.1 18.2 18.0  
PAT 45,015 44,619 47,633 63,246 47,454 49,867 44,413 52,537 2,00,513 1,94,271 49,386 1 

YoY Gr % 21.1 2.1 14.6 23.8 5.4 11.8 -6.8 -16.9 15.9 -3.4 10.7  
Key Parameters (Calc., %)                         

Yield on loans        10.3            9.9          10.0              9.8            9.7            9.7            9.7              9.7      
Cost of funds           7.1            7.0            7.0              7.0            7.1            7.2            7.3              7.3      
Spread           3.1            2.9            3.0              2.9            2.6            2.5            2.4              2.4      
NIM        3.93         3.73          3.96            3.90         3.68         3.49          3.50            3.52         
C/I ratio        3.38         3.65          3.55            4.02         4.46         4.41          4.44            4.34         
Credit cost       (0.12)        0.04          0.00           (0.24)       (0.10)       (0.03)         0.02            0.02         
Balance Sheet Parameters                        
Disbursements (INR b)          362           498           394             400           202           341           418             544         

Growth YoY (%)             86               7              15              (41)          (44)          (32)               6                36         
AUM (INR b)      5,498       5,612        5,696          5,801       5,700       5,725        5,850          6,094         

Growth YoY (%)            16             14              13                  7               4               2                3                  5         
Asset Quality Parameters                         
GS 3 (INR B)          105           105              93                63             63             52           
GS 3 (%)        1.92         1.87          1.64            1.09         1.11         0.91           
NS 3 (INR B)        20.8         20.8          14.7              8.7            8.7            8.7           
NS 3 (%)        0.38         0.37          0.26            0.15         0.15         0.15           
PCR (%)        80.3         80.2          84.2            86.2         86.2         83.2           
E: MOFSL Estimates                        
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Key exhibits 
 

Exhibit 1: Disbursements declined ~32% YoY 

 
Source: MOFSL, Company 

Exhibit 2: Loan book grew 2% YoY and was flat QoQ 

 
Source: MOFSL, Company 

 

Exhibit 3: Borrowing mix (%) 

 
Source: MOFSL, Company 

Exhibit 4: ~24% of loans disbursed to private players (%) 

 
Source: MOFSL, Company 

 

Exhibit 5: Calc. yields was stable QoQ 

 
Source: MOFSL, Company,  

Exhibit 6: Asset quality improves QoQ 

 
Source: MOFSL, Company 
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Exhibit 7: PCR for stressed assets under NCLT/outside NCLT  

 
Source: MOFSL, Company,  

Exhibit 8: PAT grew ~12% YoY in 2QFY27 

 
Source: MOFSL, Company 

 

Exhibit 9: We keep our FY27 EPS estimates unchanged and cut our FY28 estimates by ~2% 

INR B 
Old Est. New Est. % Change 

FY27 FY28 FY27 FY28 FY27 FY28 

NII 210.1 234.5      209.6       231.5  -0.3 -1.3 

Other Income 32.8 35.9         32.0          33.9  -2.6 -5.7 

Net Income 242.9 270.4      241.5       265.4  -0.6 -1.9 

Operating Expenses 8.9 9.8           9.2          10.2  3.4 3.7 

Operating Profits 234.0 260.7      232.3       255.2  -0.7 -2.1 

Provisions -2.7 7.7         (5.2)           7.4  91 -4 

PBT 236.7 253.0      237.5       247.8  0.3 -2.0 

Tax 43.1 47.8         43.2          46.8  0.3 -2.0 

PAT 193.6 205.2      194.3       201.0  0.3 -2.0 

Loans 6,172 6,745       6,094        6,621      

RoAA (%) 3.1 3.1           3.1            3.0      
 

Source: MOFSL, Company 

 

Exhibit 10: DuPont Analysis 

Du Pont Analysis % FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E 

Interest income 9.6 9.3 9.0 9.2 9.2 9.2 8.9 9.1 9.2 

Interest expenses 6.2 5.8 5.5 5.9 5.6 5.5 5.5 5.6 5.7 

Net Interest Income 3.4 3.6 3.4 3.3 3.6 3.7 3.3 3.5 3.6 

Other Operating Income 0.3 0.5 0.5 0.5 0.6 0.6 0.5 0.6 0.5 

Other Income 0.0 -0.2 -0.5 0.0 -0.1 -0.3 0.0 0.0 0.0 

Total Income 3.8 3.8 3.5 3.8 4.1 4.0 3.9 4.0 4.1 

Operating expenses 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 

Operating profits 3.6 3.7 3.3 3.7 4.0 3.8 3.7 3.9 3.9 

Provisions 0.9 0.6 -0.1 0.0 0.1 -0.3 -0.1 0.1 0.1 

PBT 2.7 3.1 3.4 3.7 3.9 4.1 3.8 3.7 3.8 

Taxation 0.5 0.6 0.6 0.7 0.7 0.8 0.7 0.7 0.7 

RoA 2.2 2.5 2.8 3.0 3.2 3.4 3.1 3.0 3.1 

Leverage (x) 7.7 7.0 6.6 6.4 6.4 6.2 5.7 5.4 5.3 

RoE 17.3 17.9 18.2 19.5 20.4 20.7 17.8 16.3 16.1 

E: MOFSL Estimates               
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Financials and valuations 
 

Income Statement           (INR b) 

Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E 

Interest on loans 361 367 376 436 499 551 557 605 670 

Interest exp & other charges 232 227 233 280 305 332 347 373 412 

Net Interest Income 130 140 144 156 193 219 210 231 258 

Change (%) 28.3 8.3 2.4 8.8 23.7 13.2 -4.3 10.5 11.5 

Other operating income 11 19 21 23 35 34 34 37 39 

Exchg Gain/(loss) on Forex loans 2 -9 -20 2 -5 -16 -5 -4 -4 

Other Income 0 0 0 0 0 0 2 1 1 

Net Income 142 150 145 181 224 238 242 265 295 

Change (%) 48.4 5.7 -3.6 25.2 23.5 6.2 1.7 9.9 11.0 

Employee Cost 2 2 2 2 3 3 3 4 4 

Administrative Exp 3 3 4 4 5 5 6 6 7 

Depreciation 0 0 0 0 0 0 0 0 0 

Operating Income 137 144 139 175 216 230 232 255 283 

Change (%) 49.2 5.4 -4.0 25.8 23.9 6.1 1.2 9.9 11.1 

Total Provisions 35 22 -3 -2 5 -18 -5 7 9 

% to operating income 25.5 15.4 -2.1 -1.0 2.1 -7.9 -2.2 2.9 3.2 

PBT 102 122 142 176 212 248 237 248 274 

Prior period Adjustments 0 0 0 0 0 0 0 0 0 

PBT (post prior period adj) 102 122 142 176.3 211.7 247.7 237 248 274 

Tax (Incl Deferred tax) 18 22 26 33 38 47 43 47 52 

Tax Rate (%) 17.3 18.0 18.1 18.5 18.0 19.1 18.2 18.9 18.9 

PAT 84 100 116 144 174 201 194 201 222 

Change (%) 49.3 18.7 15.8 23.8 20.8 15.6 -3.1 3.5 10.7 

Extra-ordinary item 0 0 0 0 0 0 0 0 0 

Reported PAT 84 100 116 144 174 201 194 201 222 

Adjusted PAT (Excluding REC 
Dividend) 82 98 113 139 168 195 188 195 216 

Change (%) 56.7 18.7 15.4 23.5 20.6 15.9 -3.4 3.4 11.0 

Proposed Dividend (Incl Tax) 26 32 35 45 52 61 59 60 67 

                 

Balance Sheet         (INR b) 

Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E 

Capital 26 26 26 33 33 33 33 33 33 

Reserves & Surplus 498 567 656 759 876 992 1,127 1,268 1,424 

Net Worth 524 594 682 792 909 1,025 1,160 1,301 1,457 

Deferred Tax Liability 0 0 0 0 0 0 0 0 0 

Networth (incl DTL) 524 594 682 792 909 1,025 1,160 1,301 1,457 

Interest subsidy from GoI 0 0 0 0 0 0 0 0 0 

Borrowings 3,330 3,274 3,704 4,164 4,755 4,978 4,989 5,376 5,902 

Change (%) 7.3 -1.7 13.1 12.4 14.2 4.7 0.2 7.8 9.8 

Total Liabilities 3,921 3,944 4,448 5,056 5,782 6,185 6,351 6,900 7,605 

Investments 160 161 173 202 207 207 218 228 240 

Change (%) -3.0 0.7 7.6 16.9 2.5 0.0 5.0 5.0 5.0 

Loans 3,601 3,609 4,108 4,699 5,328 5,740 6,003 6,529 7,210 

Change (%) 7.8 0.2 13.8 14.4 13.4 7.7 4.6 8.8 10.4 

Forex monetary reserves 0 0 0 0 0 0 0 0 0 

Net Fixed Assets 1 1 1 1 1 1 1 1 2 

Net Current Assets 48 40 16 2 68 23 17 24 31 

Total Assets 3,921 3,944 4,448 5,056 5,782 6,185 6,351 6,900 7,605 

E: MOFSL Estimates             
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Financials and valuations 
 

Loans and Disbursements FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E 

Gross Loans (INR b) 3,708 3,731 4,225 4,815 5,431 5,801 6,094 6,621 7,305 

YoY Growth (%) 7 1 13 14 13 7 5 9 10 

Disbursements  (INR b) 883 512 858 1,277 1,683 1,654 1,505 1,746 2,008 

YoY Growth (%) 30 -42 67 49 32 -2 -9 16 15 

              

Ratios             

Y/E March FY21 FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E 

Spreads Analysis (%)             

Avg. Yields 10.4 10.2 9.8 9.9 9.9 10.0 9.5 9.7 9.8 

Avg Cost of funds 7.2 6.9 6.7 7.1 6.8 6.8 7.0 7.2 7.3 

Interest Spread 3.2 3.3 3.1 2.79 3.10 3.13 2.5 2.5 2.5 

NIM 3.8 3.6 3.2 3.6 3.8 3.7 3.5 3.6 3.7 

                    

Profitability Ratios (%)             

RoE  17.3 17.9 18.2 19.5 20.4 20.7 17.78 16.33 16.13 

RoA 2.2 2.5 2.8 3.0 3.2 3.4 3.1 3.0 3.1 

                    

Efficiency Ratios (%)             

Int. Expended/Int.Earned 64.2 61.8 61.8 64.2 61.2 60.2 62.4 61.7 61.5 

Other operating Inc./Net Inc. 7.6 12.3 14.3 12.5 15.6 14.4 14.3 13.9 13.4 

Other Income/Net Income 0.2 0.3 0.1 0.1 0.1 0.2 0.8 0.4 0.3 

Op. Exps./Net Income 3.6 3.8 4.2 3.7 3.4 3.4 3.8 3.8 3.8 

Empl. Cost/Op. Exps. 37.9 37.1 36.3 36.3 35.8 35.1 35.2 34.9 34.4 

              

Asset-Liability Profile (%)                   

Loans/Borrowings Ratio (x) 108 110 111 113 112 115 120 121 122 

Assets/Networth (x) 7.5 6.6 6.5 6.4 6.4 6.0 5.5 5.3 5.2 

Debt/Equity (x) 6.4 5.5 5.4 5.3 5.2 4.9 4.3 4.1 4.1 

              

Asset Quality (%)                   

Gross Stage 3 5.7 5.6 3.9 3.3 1.9 1.1 0.7 0.6 0.5 

Net Stage 3 2.1 1.8 1.1 0.9 0.4 0.2 0.1 0.1 0.1 

PCR  63.4 68.6 72.7 74.4 80.1 86.2 84.0 86.0 88.0 

Credit costs 1.01 0.62 -0.08 -0.04 0.09 -0.33 -0.09 0.12 0.13 

              

Valuations                   

Book Value (INR) 198 225 258 240 276 311 352 394 441 

BV Growth (%) 16.0 13.3 14.9 -7.1 14.8 12.8 13.2 12.1 12.0 

Price-BV (x) 1.6 1.4 1.2 1.3 1.2 1.0 0.9 0.8 0.7 

Adjusted Book Value (INR) 144 170 203 196 232 267 308 350 397 

ABV Growth (%) 23.6 18.4 19.7 -3.6 18.1 15.2 15.3 13.9 13.5 

Price-ABV (x) 1.6 1.3 1.1 1.1 1.0 0.8 0.7 0.6 0.6 

EPS (INR) 32.0 38.0 44.0 43.5 52.6 60.8 58.9 60.9 67.4 

EPS Growth (%) 49.3 18.7 15.8 -1.0 20.8 15.6 -3.1 3.5 10.7 

Price-Earnings (x) 10.1 8.5 7.3 7.4 6.1 5.3 5.5 5.3 4.8 

Core EPS (INR) 31.2 37.0 42.8 42.3 50.9 59.1 57.1 59.0 65.5 

Adj Core EPS Growth (%) 56.7 18.7 15.4 -1.2 20.6 15.9 -3.4 3.4 11.0 

Adj. Price-Core EPS (x) 7.2 6.1 5.3 5.3 4.4 3.8 3.9 3.8 3.4 

DPS 10.0 12.0 13.3 13.5 15.8 18.6 18.0 18.3 20.2 

Dividend Yield (%) 3.1 3.7 4.1 4.2 4.9 5.8 5.6 5.7 6.3 

E: MOFSL Estimates             

 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
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