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  Near-term growth headwinds; efforts to mitigate impact of tech 
transformation 
We met with the senior leadership team of Can Fin Homes (CANF), represented by Mr. Suresh 

Iyer, MD & CEO, at their corporate office in Bangalore to discuss the company’s growth outlook, 

the impact of the current situation in Karnataka and Telangana, and how the company plans to 

mitigate the potential impact of its ongoing tech transformation on disbursements. 

 

CANF is navigating near-term business challenges in Karnataka, driven by lower e-Khata 

issuances and weak property transactions in Telangana due to Project Hydra. While 

disbursement trends in Karnataka show signs of recovery, the outlook in Telangana 

remains weak, potentially leading to subdued loan growth in FY25. However, the 

company remains confident in achieving ~20% disbursements growth in FY26. CANF has 

embarked on a large-scale technology transformation aimed at enhancing operational 

efficiency, streamlining processes, and reinforcing risk management. The management 

outlined the steps being taken to mitigate the potential impact of this tech 

transformation on business volumes. The company is leveraging digital advancements 

such as Aadhaar-based verification, geo-tagging, and centralized disbursements to 

strengthen processes and elevate customer experience. Its disciplined funding strategy 

will ensure stability in a declining interest rate environment and help safeguard NIMs. 

With strong momentum in other key markets (excl. Karnataka and Telangana), along 

with an expanding branch network, CANF is well-positioned to deliver stronger loan 

growth (while maintaining its pristine asset quality) from FY26 onwards. 

 

Navigating near-term headwinds in Karnataka and Telangana 

 CANF has faced near-term disruptions due to e-Khata challenges in Karnataka and uncertainties stemming from 

Project Hydra in Telangana. While conditions are gradually improving, the impact has been significant, 

particularly due to the company's extensive presence in Karnataka. 

 During 1HFY25, CANF achieved strong double-digit growth in Karnataka. However, due to recent disruptions in 

the state, full-year FY25 disbursements in Karnataka are expected to remain largely flat YoY. While there has 

been no significant improvement in e-Khata issuances over the last 15-20 days, issuances from the Bruhat 

Bengaluru Mahanagara Palike (BBMP) have shown some improvement, leading to better business volumes in 

Karnataka. Disbursement trends are showing signs of recovery, with Jan’25 and Feb’25 disbursements exceeding 

~INR2b, and Mar’25 disbursements in Karnataka expected to exceed INR2.5b. 

 Additionally, Project Hydra in Telangana presents certain challenges, as the government is individually assessing 

properties to determine their classification as authorized, unauthorized, or government-owned land. Given the 

uncertainty surrounding property classifications, CANF is exercising caution when sanctioning loans in the state. 

However, none of the properties financed by the company have been subject to demolition so far. As a result, 

disbursements in Telangana have declined ~33% YoY in 9MFY25. Despite this, the company does not anticipate 

any further moderation in business volumes and expects disbursements to recover next year as the situation 

stabilizes. 

 While disbursements in Karnataka and Telangana were impacted, growth in other states was largely in line with 

the company’s expectations. Northern states exhibited ~20% YoY growth, while Western states showed ~15% 

YoY growth in disbursements. 

 Despite the temporary setbacks in Karnataka and Telangana, CANF is confident that it can achieve ~20% YoY 

growth in disbursements once conditions stabilize. 
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Transforming technology with minimal disruption for greater efficiency 
 CANF is undergoing a comprehensive technology transformation to enhance its operational efficiency. 

Historically, tech transformations have often disrupted operations, and a key challenge in this transition has 

been the lack of integration between the Loan Origination System (LOS) and Loan Management System (LMS) 

due to different service providers. This issue is further exacerbated by resistance to system changes and 

compatibility constraints with the existing accounting infrastructure. 

 To address this issue, the company has strategically sourced both the LOS and LMS from the same vendor and 

awarded the tech transformation project to a vendor with proven large-scale execution capabilities, aiming to 

minimize disruptions. 

 CANF has set up a dedicated IT transformation team to oversee the transition and ensure seamless 

implementation. Additionally, the company has partnered with IBM to develop a structured employee training 

program, equipping its workforce with the necessary skills to effectively adapt to the new system. 

 Budgeted spending on tech transformation: CANF anticipates a ~1% increase in the cost-to-income ratio from 

FY27 onwards, driven by a total investment of INR2.97b (INR1b in capex and INR1.97b in opex). The project is 

scheduled for completion by 31st Dec’25. After implementation, annual technology costs are expected to rise to 

INR550m (INR350m in opex and INR200m in depreciation on capex). Given that the company currently incurs 

INR150m in technology expenses, the net impact on PBT is projected to be INR400m per year. 

 Key digital initiatives: CANF has already enhanced several of its digital capabilities, including Aadhaar 

verification via UIDAI, automated bank statement retrieval through Account Aggregators, property valuation 

with Valocity, geo-tagging for site visits, and CIBIL integration through Karza to streamline the credit assessment 

process. 

 

Well-placed to manage NIM volatility from rate cuts 

 CANF anticipates a ~5-7bp reduction in its overall cost of borrowings due to the recent repo rate cut, which it 

plans to pass on to customers from Apr’25 after realizing the benefits during quarterly repayments in the last 

week of March. With 60% of its borrowings sourced from banks, of which ~80% is linked to the Repo/EBLR, the 

company is well-positioned to capitalize on the declining interest rate environment. 

 The company does not foresee any material impact on its NIMs from the recent repo rate cut. Since CANF’s 

loans to customers are benchmarked to its internal PLR rather than EBLR, rate reductions to customers will only 

be passed on once there is a corresponding decline in its cost of funds. Additionally, a steady increase in LAP and 

self-employed borrowers is expected to help sustain margins. CANF has guided for spreads of ~2.5% and NIMs of 

~3.5% going forward. 

 Furthermore, only ~20-25% of CANF’s loan book is currently on a quarterly reset cycle, limiting any immediate 

impact. However, the company anticipates that an increasing number of customers will opt for quarterly interest 

rate resets as the interest rates cycle continues to decline. 

 

Strengthening growth through branch expansion 

 CANF expanded its network with 14 new branches over the past 18 months, which now contribute ~INR300m in 

incremental monthly disbursements. These branches are expected to achieve breakeven within 18-24 months 

and contribute ~INR600m in incremental monthly disbursements by Dec’25. 

 The company aims to further expand its footprint by adding 15 new branches in FY26, which will support its 

targeted ~20% YoY growth in disbursements next year. 

 

Valuation and view 

 CANF has consistently maintained strong asset quality over the years, and we expect this trend to continue. 

However, to achieve its guided loan growth and unlock further valuation re-rating, the company will need to 

accelerate disbursements in the coming quarters. A sustained pickup in loan growth, combined with steady 

margins and controlled credit costs, will be key factors driving investor confidence. 

 We estimate a loan CAGR of ~12% over FY24-27, as there may be some transitory impact on business volumes 

while the company undergoes its tech transformation. The stock trades at 1.2x FY27 P/BV, and we estimate a 

CAGR of 10%/9%/12% in NII/PPOP/PAT over FY24-27, with an RoA of 2.2% and RoE of ~16% in FY27. We 

maintain a Neutral rating on the stock with a TP of INR675 (premised on 1.4x Sep’26E P/BV). 
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Exhibit 1: Disbursements CAGR of ~16% over FY24-27 

 

Sources: MOFSL, Company reports 

Exhibit 2: Loan CAGR of ~12% over FY24-27 

 

Sources: MOFSL, Company reports 

 
Exhibit 3: Share of self-employed customers improving (%) 

 

Sources: MOFSL, company reports 

Exhibit 4: Share of housing loans gradually coming down  

 

Sources: MOFSL, company reports 

 
Exhibit 5: Spreads to exhibit a minor decline 

 

Sources: MOFSL, company reports 

Exhibit 6: NIMs to stabilize at ~3.7% in FY26/FY27 

 

Sources: MOFSL, company reports 
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Exhibit 7: Opex/Avg loans to increase to ~0.7% in FY26/FY27 

 

Sources: MOFSL, company reports 

Exhibit 8: Asset quality to remain largely stable 

 

Sources: MOFSL, company reports 

 
Exhibit 9: Credit costs benign at ~15-17bp over FY26-FY27 

 

Sources: MOFSL, company reports 

Exhibit 10: Expect PAT CAGR of ~12% over FY24-FY27 

 

Sources: MOFSL, company reports 

 
Exhibit 11: One-year forward P/E ratio 

 

 Sources: MOFSL, company reports 

Exhibit 12: One-year forward P/B ratio 

 

Sources: MOFSL, company reports 
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Income statement          INR m 

Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E 

Interest Income 17,134 20,189 20,064 19,697 27,154 34,899 38,529 41,338 46,542 

Interest Expended 11,693 13,442 12,083 11,535 17,009 22,314 24,956 26,622 29,753 

Net Interest Income 5,441 6,747 7,980 8,162 10,146 12,585 13,573 14,717 16,790 

Change (%) 6.8 24.0 18.3 2.3 24.3 24.0 7.8 8.4 14.1 

Other Income 179 115 121 188 277 348 333 381 437 

Net Income 5,621 6,862 8,101 8,350 10,423 12,933 13,906 15,098 17,227 

Change (%) 3.9 22.1 18.0 3.1 24.8 24.1 7.5 8.6 14.1 

Operating Expenses 915 1,076 1,240 1,530 1,765 2,173 2,333 2,744 3,143 

Operating Income 4,706 5,786 6,861 6,820 8,658 10,760 11,573 12,354 14,084 

Change (%) 3.8 23.0 18.6 -0.6 26.9 24.3 7.6 6.8 14.0 

Provisions/write offs 11 603 685 469 418 1,185 640 670 674 

PBT 4,695 5,183 6,176 6,351 8,240 9,575 10,933 11,685 13,410 

Tax  1,728 1,422 1,615 1,640 2,028 2,068 2,405 2,524 2,896 

Tax Rate (%) 36.8 27.4 26.2 25.8 24.6 21.6 22.0 21.6 21.6 

Reported PAT 2,967 3,761 4,561 4,711 6,212 7,507 8,527 9,161 10,513 

Change (%) 4 27 21 3 32 21 14 7 15 

Proposed Dividend (incl. tax) 321 321 266 399 466 799 799 866 866 

           
Balance sheet          
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E 

Capital 266 266 266 266 266 266 266 266 266 

Reserves & Surplus 17,556 21,234 25,832 30,400 36,206 43,172 50,901 59,196 68,843 

Net Worth 17,822 21,501 26,098 30,666 36,473 43,439 51,167 59,462 69,110 

Borrowings 1,67,974 1,87,484 1,92,929 2,46,477 2,90,681 3,18,629 3,43,519 3,85,840 4,40,627 

Change (%) 20.7 11.6 2.9 27.8 17.9 9.6 7.8 12.3 14.2 

Other liabilities 1,500 1,451 1,710 2,300 3,551 3,948 4,737 5,685 6,821 

Total Liabilities 1,87,295 2,10,436 2,20,737 2,79,443 3,30,705 3,66,015 3,99,423 4,50,986 5,16,558 

Loans 1,82,342 2,05,257 2,18,915 2,63,781 3,11,933 3,45,531 3,76,665 4,24,466 4,86,343 

Change (%) 16.6 12.6 6.7 20.5 18.3 10.8 9.0 12.7 14.6 

Investments 163 243 496 11,260 14,590 14,590 16,779 19,296 22,190 

Change (%) 1.9 49.1 104.1 2,169.9 29.6 0.0 15.0 15.0 15.0 

Net Fixed Assets 99 379 378 346 454 526 610 707 819 

Other assets  4,692 4,557 948 4,057 3,727 5,368 5,369 6,518 7,206 

Total Assets 1,87,295 2,10,436 2,20,737 2,79,443 3,30,705 3,66,015 3,99,423 4,50,986 5,16,558 

E: MOFSL Estimates          
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Ratios         (%) 

Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E 

Yield on loans 10.1 10.4 9.44 8.14 9.4 10.6 10.7 10.3 10.2 

Cost of funds 7.6 7.6 6.35 5.25 6.3 7.3 7.5 7.3 7.2 

Spread 2.5 2.8 3.1 2.9 3.1 3.3 3.1 3.0 3.0 

Net Interest Margin 3.2 3.5 3.8 3.4 3.5 3.8 3.8 3.7 3.7 

Profitability Ratios (%)          
RoE  18.2 19.1 19.2 16.6 18.5 18.8 18.0 16.6 16.4 

RoA 1.7 1.9 2.1 1.9 2.0 2.2 2.2 2.2 2.2 

C/I ratio 16.3 15.7 15.3 18.3 16.9 16.8 16.8 18.2 18.2 

Asset Quality (%)          
Gross NPAs 1,135 1,571 2,019 1,706 1,738 2,860 3,232 3,738 4,187 

Gross NPAs to Adv. 0.6 0.8 0.9 0.6 0.6 0.8 0.8 0.9 0.9 

Net NPAs 795 1,118 1,343 807 829 1,468 1,713 1,944 2,177 

Net NPAs to Adv. 0.4 0.5 0.6 0.3 0.3 0.4 0.5 0.5 0.4 

PCR 30.0 28.8 33.5 52.7 52.3 48.7 47.0 48.0 48.0 

           
VALUATION          
Book Value (INR) 134 161 196 230 274 326 384 447 519 

Price-BV (x) 4.7 3.9 3.2 2.7 2.3 1.9 1.6 1.4 1.2 

EPS (INR) 22.3 28.2 34.2 35.4 46.7 56.4 64.0 68.8 78.9 

EPS Growth YoY 3.7 26.8 21.3 3.3 31.9 20.8 13.6 7.4 14.8 

Price-Earnings (x) 28.0 22.1 18.2 17.6 13.4 11.1 9.7 9.1 7.9 

Dividend per share (INR) 2.0 2.0 2.0 3.0 3.5 6.0 6.0 6.5 6.5 

Dividend yield (%) 0.3 0.3 0.3 0.5 0.6 1.0 1.0 1.0 1.0 

E: MOFSL Estimates               
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