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Geo diversification is driving healthy AQ 
 
 

 

Aadhar reported PAT at Rs 2.6bn (up 17% YoY), in line with our ests. AUM 
stood at Rs 275bn (up 21% YoY, 4% QoQ). AUM growth is led by LAP 
segment (up 28% YoY). Disbursement growth moderated to 4% YoY in line 
with trends witnessed in other affordable HFCs. AQ performance is solid 
with 1+ DPD flat QoQ and GS2 declined 15bps QoQ. GS3 increased 8bps 
QoQ. GS2+GS3 slippages improved QoQ and YoY indicating solid AQ.  
NIM increased QoQ on lower CoF. Spreads expanded 10bps QoQ. 
RoA/RoE stood at 3.9%/16% for the quarter. Aadhar has reported a strong 
quarter on AQ and profitability, though disbursement growth moderated 
YoY. We revise AUM and PAT ests downwards and cut TP to Rs625. It 
trades at 2.5x FY27E P/B and 17x P/E which we believe is reasonable given 
its growth and RoE profile. Disbursement growth revival is key. BUY.   
 

 

 Disbursement growth moderates: Disbursements were up 4% YoY. In 
Q1FY25 disbursements were impacted. Deferred disbursements in 
Q2FY25 led to higher base effect impacting YoY growth. Mgmt. remains 
confident of disbursement growth revival in H2.  

 AQ remains pristine:  GNPA is up 9bps QoQ, NNPA increased 3bps QoQ. 
GS2+3 slippages (incl. write-offs) were lower QoQ and YoY. It recovered 
Rs80mn from its written off project finance portfolio. It has another 
Rs250mn of written off pool (from which it may have recoveries). Aadhar 
AQ performance is exemplary when peers are showing higher stress.  

 Margin expansion due to lower CoF (down 10bps QoQ). It expects 
another 10bps CoF reduction for FY26. It has not passed rate benefits to 
customers & intends to do so in H2. It guided exit spread of 5.8% (Q4F26). 

 Geographic diversification is helping in delivering steady performance 
in asset quality. Mgmt highlighted that its AQ is stable, and it is not 
experiencing stress in US tariff impacted geographies.  

 Valuations reasonable: We see Aadhar’s valuation as reasonable given 
its geographic diversified book, steady growth (AUM CAGR of 19% over 
FY25-FY28E), stable AQ and improving RoEs (16%+ in FY28E). 
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2024A 2025A 2026E 2027E 2028E
Net interest income 12,823 15,951 20,135 24,194 28,755
Total income 16,003 19,351 22,619 26,960 31,831
Pre provision profit 10,008 12,303 14,484 17,395 20,635
PBT (normalised) (INRm) 9,596 11,733 13,681 16,419 19,485
Profit after tax (INRm) 7,496 9,118 10,632 12,760 15,143
EPS (norm. cont.) - FD (INR) 19.0 21.1 24.6 29.6 35.1
BVPS (INR) 112.7 147.6 172.3 201.8 237.0
DPS (INR) 2.6 3.4 4.9 6.9 6.9
PE (normalised) (x) 26.0 23.4 20.1 16.7 14.1
P/BVPS 4.4 3.4 2.9 2.5 2.1
ROA (%) 4.4 4.4 4.2 4.2 4.1
ROE (%) 18.4 16.9 15.4 15.8 16.0
Dividend yield (%) 0.5 0.7 1.0 1.4 1.4
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Figure 1: Quarterly Results Summary 

Income Statement (Rs mn) Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 YoY QoQ 
Interest Income 6,726  7,042  7,224  7,601  7,994  19% 5% 
Interest Expense 2,852  2,969  3,147  3,319  3,416  20% 3% 
NII 3,874  4,073  4,077  4,282  4,578  18% 7% 
Securitization Income 427  436  489  325  441  3% 36% 
Fees and Other Income 491  499  624  587  558  14% -5% 
Total Income 4,791  5,008  5,190  5,193  5,576  16% 7% 
Employee expense 1,142  1,149  1,091  1,169  1,360  19% 16% 
Other operating expenses 529  530  806  633  585  11% -8% 
Depreciation and Amortisation 62  65  65  71  73  17% 2% 
Total Expenditure 1,734  1,744  1,962  1,873  2,017  16% 8% 
Operating Profit 3,058  3,264  3,229  3,320  3,559  16% 7% 
Provisions 133  187  64  267  132  -1% -51% 
PBT 2,924  3,077  3,165  3,053  3,427  17% 12% 
Tax 649  683  712  680  763  17% 12% 
Profit After Tax 2,275  2,393  2,452  2,373  2,665  17% 12% 
        

Balance Sheet (Rs mn) Q2FY25  Q3FY25  Q4FY25  Q1FY26  Q2FY26  YoY QoQ 
Disbursements 20,356  20,936  25,659  19,786  21,104  4% 7% 

AUM 228,175  239,759  255,307  265,241  275,537  21% 4% 
--Housing 169,914  177,595  188,181  194,404  200,993  18% 3% 
--LAP 58,261  62,164  67,126  70,837  74,544  28% 5% 

NetWorth 58,722  61,143  63,723  66,159  68,945  17% 4% 
Borrowings 146,093  151,344  163,224  168,763  176,055  21% 4% 

        

Key Ratios Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 YoY (bps) QoQ (bps) 
Yield on Loan book 14.0% 13.9% 13.9% 13.8% 13.8% -20 0 
Cost of Borrowing 8.1% 8.1% 8.2% 8.0% 7.9% -20 -10 
Spread 5.9% 5.8% 5.7% 5.8% 5.9% 0 10 
C/I 36.2% 34.8% 37.8% 36.1% 36.2% 0 11 
Opex/Avg. AUM 3.1% 3.0% 3.2% 2.9% 3.0% -13 11 
Credit Cost 0.2% 0.3% 0.1% 0.4% 0.2% -4 -22 
ROAUM 4.1% 4.1% 4.0% 3.6% 3.9% -14 30 
ROE 15.8% 16.0% 15.7% 14.6% 15.8% -4 116 
GNPA 1.3% 1.4% 1.1% 1.4% 1.5% 13 9 
NNPA 0.9% 0.9% 0.7% 0.9% 1.0% 11 3 

Source: Company, Investec Equities estimates 
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Results Charts 
Figure 2: AUM growth decreases YoY 

 
Source: Company, Investec Equities estimates 

 Figure 3: Disbursements growth slows YoY on higher base effect 

 
Source: Company, Investec Equities estimates 

 
Figure 4: NIM increases sequentially on lower CoF 

 

Source: Company, Investec Equities estimates 

 Figure 5: C/I ratio increase marginally QoQ 

 

Source: Company, Investec Equities estimates 

Figure 6: GNPA increases marginally QoQ 

 
 

Source: Company, Investec Equities estimates 

 Figure 7: ROA inches higher on lower credit costs 

 
Source: Company, Investec Equities estimates 
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Figure 8: Aadhar Du-Pont Analysis 
DuPont - AUM 2021 2022 2023 2024 2025 2026E 2027E 2028E 
Interest Income 11.0% 11.1% 11.3% 11.8% 11.9% 12.2% 12.3% 12.3% 

Interest Expenses 6.6% 5.4% 5.0% 5.1% 5.0% 5.0% 5.0% 5.0% 

NIMs 4.5% 5.7% 6.3% 6.7% 6.8% 7.2% 7.2% 7.2% 

Fee Income 0.6% 0.5% 0.7% 0.9% 0.8% 0.2% 0.2% 0.2% 

Other income 1.1% 0.7% 0.8% 0.8% 0.7% 0.7% 0.6% 0.6% 

Total Income 6.1% 6.9% 7.8% 8.3% 8.3% 8.1% 8.1% 8.0% 

Employee cost 1.5% 1.8% 2.0% 2.1% 2.0% 1.9% 1.9% 1.8% 

Other opex 0.7% 0.7% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 

Total expenses 2.2% 2.5% 3.0% 3.1% 3.0% 2.9% 2.9% 2.8% 

Operating Profit 3.9% 4.4% 4.8% 5.2% 5.3% 5.2% 5.2% 5.2% 

Credit cost 0.4% 0.3% 0.3% 0.2% 0.2% 0.3% 0.3% 0.3% 

PBT 3.5% 4.0% 4.3% 5.0% 5.0% 4.9% 4.9% 4.9% 

tax rate 0.7% 0.9% 0.9% 1.1% 1.1% 1.1% 1.1% 1.1% 

RoA- After DTL 2.7% 3.2% 3.4% 3.9% 3.9% 3.8% 3.8% 3.8% 

RoE 13.5% 15.2% 15.9% 18.4% 16.9% 15.4% 15.8% 16.0% 

Leverage (x) 4.9 4.8 4.7 4.7 4.3 4.1 4.1 4.2 

AUM Growth 17% 11% 16% 23% 21% 19% 19% 19% 
Source: Company, Investec Equities estimates 

Figure 9: We cut our estimates pricing in growth moderating in Q2 
 Old New % Change 

Particulars (Rs Mn) FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E 

AUM 306,763 368,680 440,604 305,072 363,131 431,093 -0.6% -1.5% -2.2% 

NII 20,029 23,924 28,205 20,135 24,194 28,755 0.5% 1.1% 2.0% 

Total Income 23,739 28,135 32,984 22,619 26,960 31,831 -4.7% -4.2% -3.5% 

PPOP 15,570 18,672 22,116 14,484 17,395 20,635 -7.0% -6.8% -6.7% 

Provisions 825 1,027 1,207 803 976 1,150 -2.6% -4.9% -4.7% 

PAT 11,459 13,713 16,250 10,632 12,760 15,143 -7.2% -6.9% -6.8% 
Source: Company, Investec Equities estimates 

This publication and its contents are the property of Investec and are intended solely for the use of Sanjay Moolchandani.
None of the content may be altered in any way, transmitted, copied or distributed to any other party without the prior written consent of Investec.
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Summary Financials (INRm)  Year end: 31 March 

 

 
/

 

Source: Company accounts, Investec Equities estimates 
  

P&L Summary 2024 2025 2026E 2027E 2028E
Net interest income 12,823 15,951 20,135 24,194 28,755
Non interest income 3,180 3,400 2,484 2,766 3,076
Total income 16,003 19,351 22,619 26,960 31,831
Wage costs 4,035 4,645 5,277 6,238 7,334
Other costs 1,960 2,403 2,858 3,327 3,862
Operating expenses 5,995 7,048 8,135 9,565 11,196
Pre provision profit 10,008 12,303 14,484 17,395 20,635
Provisions 412 571 803 976 1,150
Profit before tax 9,596 11,733 13,681 16,419 19,485
Income tax expense 2,100 2,614 3,048 3,659 4,342
Profit after tax (INRm) 7,496 9,118 10,632 12,760 15,143
Normalised net income
Total number of shares in issue (m) 395 431 431 431 431
EPS (reported) 19.0 21.1 24.6 29.6 35.1
DPS (INR) 2.6 3.4 4.9 6.9 6.9
Balance Sheet Summary 2024 2025 2026E 2027E 2028E
Equity 3,948 4,314 4,314 4,314 4,314
Reserves & Surplus 40,550 59,366 69,998 82,759 97,902
Networth 44,498 63,680 74,312 87,072 102,216
Minority interest
Borrowing 139,596 163,224 201,773 245,758 296,571
Total Liabilities 184,094 226,904 276,085 332,831 398,787
Total sources of funds
Fixed assets 798 919 919 919 919
Investments 4,620 5,089 5,089 5,089 5,089
Advances 169,029 204,841 250,893 303,987 365,669
Other assets 4 0 0 0 0
Net current assets 9,643 16,056 19,185 22,836 27,110
Total Assets 184,094 226,904 276,085 332,831 398,787
Total application of funds
Asset under management 211,210 255,307 305,072 363,131 431,093
Disbursements 70,720 81,921 94,209 111,167 131,177
Key ratios 2024 2025 2026E 2027E 2028E
Yields 14.0 13.9 14.2 14.1 13.9
Cost of funds 7.6 7.8 7.6 7.5 7.4
Spread 6.4 6.2 6.6 6.6 6.5
NIM 6.7 6.8 7.2 7.2 7.2
Asset quality
Gross NPAs (%) 1.1 1.1 1.1 1.2 1.2
Net NPAs 0.7 0.7 0.7 0.8 0.8
Provision coverage ratio 41.3 34.5 34.5 34.5 34.5
Efficiency ratios
Cost to Income 37.5 36.4 36.0 35.5 35.2
Wage costs/Total operating costs 67.3 65.9 64.9 65.2 65.5
Operating cost / Avg advances 3.5 3.4 3.2 3.1 3.1
Capital ratios
Tier-1 capital 0.4 0.4 0.4 0.4 0.4
Tier-2 capital 0.0 0.0 0.0 0.0 0.0
Capital adequacy ratio 0.4 0.4 0.4 0.4 0.4
Dupont (as % of Avg assets)
NII 0.1 0.1 0.1 0.1 0.1
Other income 9.3 9.3 8.9 8.8 8.6
Total income 9.3 9.4 9.0 8.9 8.7
Employee exp 2.4 2.3 2.1 2.0 2.0
Non-employee exp 1.1 1.2 1.1 1.1 1.1
Operating profit 5.8 6.0 5.8 5.7 5.6
Provisions 0.2 0.3 0.3 0.3 0.3
PBT 5.6 5.7 5.4 5.4 5.3
(1-tax rate) 0.2 0.2 0.2 0.2 0.2
Return on assets 4.4 4.4 4.2 4.2 4.1
Leverage (x) 4.2 3.8 3.6 3.8 3.9
Return on equity 18.4 16.9 15.4 15.8 16.0

This publication and its contents are the property of Investec and are intended solely for the use of Sanjay Moolchandani.
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Calendarised Valuation Year end: 31 March  

 

Source: Company accounts, Investec Equities estimates 

  

Ratios and Metrics Year end: 31 March 
 

Source: Company accounts, Investec Equities estimates 
  

Target Price Basis  
Excess return on equity 

  

Key Risks  

Competition from Banks and other HFCs. 

Valuation metrics 2024 2025 2026E 2027E 2028E
PE (x) 26.0 23.4 20.1 16.7 14.1
P/BV (x) 4.4 3.4 2.9 2.5 2.1
ROE (%) 18.4 16.9 15.4 15.8 16.0
ROA (%) 4.4 4.4 4.2 4.2 4.1
Dividend yield (%) 0.5 0.7 1.0 1.4 1.4
BVPS (INR) 112.7 147.6 172.3 201.8 237.0
EPS (norm. cont.) – FD (INR) 19.0 21.1 24.6 29.6 35.1
DPS (INR) 2.6 3.4 4.9 6.9 6.9
Dividend pay-out ratio 0 0 0 0 7
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  Disclosures 

Third party research disclosures  Research recommendations framework 

 Investec Equities bases its investment ratings on a stock’s expected total return (ETR) over the next 12 months (with total return 
defined as the expected percentage change in price plus the projected dividend yield). Our rating bands take account of differences 
in costs of capital, risk premia and required rates of return in the various markets that we cover. Our rating systems for issuers are 
based on the frameworks set out in the tables below. 

 Stock ratings for European/Hong Kong stocks Stock ratings for research produced by Investec Bank plc 

 

 

 Source: Investec Equities estimates 

Stock ratings for Indian stocks Stock ratings for research produced by Investec Bank plc 

 

Source: Investec Equities estimates 

Stock ratings for African* stocks Stock ratings for research produced by Investec Securities Limited 

 

Source: Investec Equities estimates 

 

*For African countries excluding South Africa, ratings are based on the 12m implied US dollar expected total return (ETR). This is 
derived from the expected local currency (LCY) ETR by making assumptions on the 12month forward exchange rates for the 
respective currencies. For South African stocks, ratings are based on the ETR in rand terms. 
For European and Hong Kong stocks, within the Hold banding, an Add rating may be (optionally) applied if the analyst is positive on 
the stock and the ETR is greater than 5%; a Reduce rating may be (optionally) applied if the analyst is negative on the stock and 
the ETR is less than 5%.  
Not rated (N/R) is applied to any stock where we have no formal rating and price target. Under Review (U/R) can be applied to an 
analyst’s rating, price target and/or forecasts for a limited time period and indicates that new information is available that has not yet 
been fully digested by the analyst. We regularly review ratings across our coverage universe as we seek to ensure price targets and 
ratings remain aligned. However, during periods of market, sector or stock volatility, we may allow minor deviations from our 
recommendation framework to persist on a temporary basis to avoid a high frequency of rating changes arising from rapid share 
price movements. 
The subject company may have been given access to a pre-published version of this report (with recommendation and price target 
redacted) to verify factual information only. 
Investec Equities research contains target prices and recommendations which are prepared on a 12 month time horizon, and 
therefore may not reflect the different circumstances, objectives and investment time horizons of those who receive it. Investors 
should therefore independently evaluate whether the investment(s) discussed is (are) appropriate for their specific needs. In addition, 
the analysts named in this report may from time to time discuss with our clients, including Investec salespersons and traders, or may 
discuss in this report, trading strategies that reference near term catalysts or events which they believe may have an impact in the 
shorter term on the market price of securities discussed in this report. These trading strategies may be directionally counter to the 
analyst's published target price and recommendation for such issuers. 
For price target bases, risks to the achievement of our price targets and for full disclosures, including any company mentioned herein, 
please visit: http://researchpdf.investec.co.uk/Documents/WDisc.pdf 
Investec may act as a liquidity provider or as a systematic internaliser in the securities of the subject company/companies included 
in this report. 
Our policy on managing actual or potential conflicts of interest in the United Kingdom can be found at:  
https://www.investec.co.uk/legal/uk/conflicts-of-interest.html 
Our policy on managing actual or potential conflicts of interest in South Africa can be found at: 
https://www.investec.com/en_za/legal/SA/conflicts-of-interest.html 

 Company disclosures 

This report has been produced by a non-member foreign affiliate 
of Investec Securities (US) LLC, by a foreign research analyst 
who is not a FINRA-registered research analyst, and as such, 
may not be an associated person of Investec Securities (US) LLC 
and therefore may not be subject to FINRA Rule 2241 restrictions 
on communications with a subject company, public appearances 
and trading securities held by a research analyst account. This 
report is being distributed as third party research by Investec 
Securities (US) LLC in the United States. In the United States, 
this report is intended only for use by, or only distribution to, 
entities that meet the definition of a Major US Institutional 
Investor, as defined under SEC Rule 15a-6, or an Institutional 
Investor, as defined under FINRA rule 4512 (c). Investec 
Securities (US) LLC accepts responsibility for the issuance of this 
report when distributed in the United States to entities who meet 
the definition of a US Major Institutional Investor or an Institutional 
Investor.  
Investec Europe Limited distributes this report to European 
Economic Area clients as third party research under relevant 
regulations. 
Analyst certification 
Each research analyst responsible for the content of this research 
report, in whole or in part, and who is named herein, attests that 
the views expressed in this research report accurately reflect his 
or her personal views about the subject securities or issuers. 
Furthermore, no part of his or her compensation was, is, or will 
be, directly or indirectly, related to the specific recommendations 
or views expressed by that research analyst in this research 
report. 

SEC Regulation Best Interest 
If you are a United States “retail investor,” as defined by the 
Securities and Exchange Commission (“SEC”) Regulation Best 
Interest, please click here to download SEC Form CRS for 
important information before you invest. 

Managing conflicts 
Investec has investment banking relationships with a number of 
companies covered by our Research department. In addition we 
may seek an investment banking relationship with companies 
referred to in this research. As a result investors should be aware 
that the firm may have a conflict of interest which could be 
considered to have the potential to affect the objectivity of this 
report. Investors should consider this report as only a single factor 
in making their investment decision. 

  

Expected total return All stocks Corporate stocks
12m performance Count % of total Count % of total

Buy greater than 10% 260 78% 87 33%
Hold 0% to 10% 60 18% 0 0%
Sell less than 0% 13 4% 0 0%

Expected total return All stocks Corporate stocks
12m performance Count % of total Count % of total

Buy greater than 15% 182 59% 0 0%
Hold 5% to 15% 85 28% 0 0%
Sell less than 5% 39 13% 0 0%

Expected total return All stocks Corporate stocks
12m performance Count % of total Count % of total

Buy greater than 15% 51 63% 18 35%
Hold 5% to 15% 25 31% 5 20%
Sell less than 5% 5 6% 1 20%
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