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Core PPoP miss driven by spread compression       

Earnings in-line on reported basis, but internals mixed 
Home First’s earnings came in-line on reported basis but was supported by higher-than-
usual assignment income. There was a miss of 4%/10% on NII/PPOP excluding the 
assignment income, as Portfolio Spread contacted by 20 bps qoq and Opex continued 
to grow at high rate due to tech and distribution investments. Home First’s performance 
was internally characterized by 1) persistence of BT pressure (higher-than-trend BT Out 
and back-book repricing), 2) stable disbursement yield (competitive pricing for growth), 
3) steady asset quality (stable PAR buckets) and 4) sustained ramp-up of LAP and Co-
lending. Significant increase in Balance Sheet liquidity (14% of TA v/s 10% in Q2) 
exerted additional pressure on NIM. Though Bounce Rates have marginally gone up, it 
is not causing increase in 30+ dpd and hence stable credit cost trajectory remains 
stable. Decline in employee base during the quarter was not on account of increased 
attrition but due to recruitment cycle, as per the Management.     

Management remains confident about delivering 30% pa AUM growth   
Home First’s aspiration to grow AUM at 30% pa stays. The plan is to grow 
disbursements by 25-30% pa by gaining market share in existing markets/states by 
increasing branches/touchpoints in more pin codes. Sharper focus would be on states 
like UP, MP and RJ where co. has negligible-to-low market share. The number of overall 
touchpoints would be increased to 500 in next three years from around 300 currently, 
which will include core branch addition of around 25 per annum. Co-lending adds 
significant growth opportunity and the share of it in originations is expected to rise 
from current 6% to 10%. The share of LAP in book would also increase as portfolio’s 
credit performance has been good. Management expects BT Out rate to moderate. The 
active connector base has been growing and stands at near 2900 from around 2400 as 
of Mar’23. 

Significant spread contraction; Asset quality stable 
Home First witnessed a decline in Portfolio Yield for second consecutive quarter 
manifesting 1) re-pricing of some back-book (BT Requests), 2) NHB drawdowns (goes 
towards origination of lower-yielding loans) and 3) increasing share of co-lending. CoB 
moved up on expected lines reflecting impact of MCLR increases on bank loans. 
Management expects CoB to increase by another 10 bps in Q4 FY24 and has 
maintained its medium-term spread guidance of 5-5.25%. The co. intends to pass on 
the benefits of future CoB reduction to the customers. 1+ dpd/30+ dpd/Stage-3 loans 
were stable at 4.5%/3%/1.7% and write-offs continue to be marginal. Credit cost was 
steady at <40 bps. ECL coverage on Stage-2 assets further came down to 7.8% (8.6% 
in Q2 FY24 and 10.2% in Q1 FY24).          

Retain BUY, but watchful of BT pressure and employee dynamics 
We are largely maintaining estimates but would closely monitor any emerging risks to 
current high growth rate and RoE progression. BT and employee management could 
become key challenges if they evolve further. However, management is confident 
about these matters not becoming challenges in the future and hence has retained 
growth and RoE improvement outlook. By maintaining estimates and BUY 
recommendation, we back management’s expectations since they have delivered on 
guidance in the past.         
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Stock data (as on Jan 20, 2024) 

Nifty 21,572 
52 Week h/l (Rs) 1061 / 655 
Market cap (Rs/USD mn) 89297 / 1075 
Outstanding Shares (mn)  88  
6m Avg t/o (Rs mn):  213  
Div. yield (%):  0.3  
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Stock performance  

 1M 3M 1Y 

Absolute return  -0.7% 4.2% 33.6% 
 
Shareholding pattern 

Promoter 23.6% 
FII+DII 36.6% 
Others 39.8% 

 
∆ in stance  
(1-Yr) New Old 
Rating BUY BUY 
Target Price 1,140 1,100 

 

∆ in earnings estimates 

 FY24e FY25e FY26e 
EPS (New) 34.3 42.7 54.2 
EPS (Old) 34.3 42.9 54.6 
% Change   -  -0.5% -0.7% 

 
Financial Summary 
(Rs mn) FY24E FY25E FY26E 
Op. income 6,586 8,408 10,651 
PPOP 4,255 5,325 6,776 
Net profit 3,016 3,755 4,771 
Growth (%) 32.1  24.5  27.0  
EPS (Rs) 34.3  42.7  54.2  
ABVPS (Rs) 232.3  272.3  323.3  
P/E (x) 28.7  23.1  18.2  
P/ABV (x) 4.2  3.6  3.0  
ROAE (%) 15.3  16.3  17.5  
ROAA (%) 3.8  3.6  3.5  
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Exhibit 1: Result table 

(Rs mn) Q3 FY24 Q2 FY24 % qoq Q3 FY23 % yoy 

Total Op. Income  2,883   2,677   7.7   2,011   43.3  

Interest expended  (1,302)  (1,170)  11.3   (796)  63.7  

Net Interest Income  1,581   1,507   4.9   1,216   30.0  

Other Income  127   103   23.8   44   187.3  

Total Income  1,708   1,610   6.1   1,260   35.6  

Operating expenses  (611)  (565)  8.0   (443)  37.9  

PPOP  1,097   1,044   5.1   817   34.3  

Provisions  (70)  (80)  (12.4)  (60)  17.0  

PBT  1,027   964   6.5   757   35.6  

Tax  (239)  (221)  8.1   (170)  40.7  

Reported PAT  788   743   6.1   587   34.2  

Source: Company, YES Sec 

Exhibit 2: Key Ratios 

(%) Q3 FY24 Q2 FY24 chg qoq Q3 FY23 chg yoy 

NIM  5.7   6.0   (0.3)  6.4   (0.7) 

Yield  13.5   13.6   (0.1)  13.1   0.4  

Cost of Borrowings  8.2   8.1   0.1   7.4   0.8  

Spread   5.3   5.5   (0.2)  5.7   (0.4) 

Cost to Income  35.9   35.2   0.7   35.3   0.6  

Gross NPA  1.7   1.7   -    1.8   (0.1) 

Credit cost*  0.3   0.4   (0.1)  0.4   (0.0) 

Collection Efficiency  98.7   98.5   0.2   98.9   (0.2) 

Leverage (x)  4.3   4.1   0.2   3.6   0.7  

RoA  3.7   3.8   (0.1)  3.8   (0.1) 

RoE   15.8   15.6   0.2   13.7   2.1  

Source: Company, YES Sec, *Calculated 

Exhibit 3: Business Data 

(Rs mn) Q3 FY24 Q2 FY24 % qoq Q3 FY23 % yoy 

AUM  90,137   83,654   7.7   67,512   33.5  

Disbursements  10,072   9,591   5.0   7,804   29.1  

Active loan accounts  90,851   86,102   5.5   73,149   24.2  

Customer-wise AUM      

Salaried  61,293   57,721   6.2   47,258   29.7  

Self-employed  28,844   25,933   11.2   20,254   42.4  

Product-wise AUM      

Housing Loans  77,518   72,779   6.5   59,411   30.5  

Loans - Comm. Property  901   837   7.7   675   33.5  

LAP  11,718   10,038   16.7   7,426   57.8  

Source: Company, YES Sec 
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Exhibit 4: Asset Quality 

(%) Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 Q3 FY24 

1+ DPD  4.4   4.0   4.3   4.5   4.5  

30+ DPD  3.0   2.7   2.9   2.9   3.0  

 Stage 2  1.2   1.1   1.3   1.2   1.3  

 Stage 3  1.8   1.6   1.6   1.7   1.7  

Net Stage 3  1.3   1.1   1.1   1.2   1.2  

Source: Company, YES Sec 

 

Exhibit 5: Top States AUM Concentration 

(%) Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 Q3 FY24 

Gujarat  33.2   32.6   32.6   32.3   32.0  

Maharashtra  14.8   14.4   14.0   13.6   13.4  

Tamil Nadu  13.5   13.7   13.9   14.0   14.0  

Karnataka  7.5   7.5   7.1   7.0   6.9  

Rajasthan  5.8   5.7   5.7   5.8   5.8  

Telangana  8.6   8.9   8.9   9.0   8.9  

MP  5.1   5.1   5.3   5.5   5.8  

UP  4.7   5.0   5.2   5.4   5.7  

Others  6.8   7.1   7.3   7.4   7.5  

Source: Company, YES Sec 

 

Exhibit 6: ECL Summary 

(Rs mn) Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 Q3 FY24 

Stage 1      

Loans - Principal outstanding  54,804   58,891   63,875   68,820   73,864  

ECL Provisions  157   164   179   186   200  

Net loans - Principal outstanding  54,647   58,726   63,696   68,633   73,663  

ECL Provisions - (%)  0.3   0.3   0.3   0.3   0.3  

Stage 2      

Loans - Principal outstanding  669   657   842   832   984  

ECL Provisions  76   69   86   71   76  

Net loans - Principal outstanding  593   587   756   761   907  

ECL Provisions - (%)  11.4   10.5   10.2   8.6   7.8  

Stage 3      

Loans - Principal outstanding  1,008   974   1,077   1,233   1,295  

ECL Provisions  293   331   334   374   388  

Net loans - Principal outstanding  715   643   743   859   908  

ECL Provisions - (%)  29.1   34.0   31.0   30.3   29.9  

Total ECL Provisions - (%)  0.9   0.9   0.9   0.9   0.9  

Source: Company, YES Sec 
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Exhibit 7: Funding Mix 

(%) Q3 FY23 Q4 FY23 Q1 FY24 Q2 FY24 Q3 FY24 

Private Sector Banks  32.0   32.0   32.0   33.0   31.0  

Public Sector Banks  24.0   26.0   22.0   21.0   25.0  

NBFC  2.0   2.0   3.0   2.0   2.0  

NHB Refinance  17.0   15.0   22.0   22.0   22.0  

NCD  6.0   6.0   4.0   4.0   3.0  

DA  19.0   19.0   17.0   18.0   17.0  

Source: Company, YES Sec 
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KEY CON-CALL HIGHLIGHTS   
Growth, Distribution & BT 

 Management confident about sustaining 30% pa AUM growth with 25-30% pa disbursement 
growth.    

 HFF targets to reach Rs200bn AUM by FY27 with similar asset quality but improved opex 
metrics – RoA/RoE is expected to stabilize at 3.4-3.6%/17-18% in next couple of years.   

 The potential addressable market is Rs400bn in terms of disbursement per quarter in the 
States where HFF is present – Co’s Rs10bn current disbursement run-rate translates into 
~2.5% market share – HFF would like to increase gather pace of disbursements to Rs20bn 
in next 3-4 years. 

 Number of Touchpoints would be increased to 500 in next three years from around 300 
currently - core branch addition would be 25 per annum.  

 Company would like to cover most pockets/pin codes in the present states.  

 UP and MP are emerging as significant Affordable Housing markets and HFF is strengthening 
its presence. 

 HFF has market share of 3-3.5% in GJ and 1-1.5% in MH.  

 Co-lending share in disbursements at 6% currently, which is expected to reach 10% in two 
quarters - Co-lending has added growth opportunity. 

 LAP share would be taken up as credit performance would be good.  

 Co. want to remain competitive in terms of incr. pricing for growth. 

 Active Connector base at 2900 - RM count at 800.  

 BT Out has come-off qoq due to focused actions taken - BT Out is likely to trend further 
lower. 

 Majority BT Out going to Banks and smaller portion to HFCs/NBFCs. 

Portfolio Spread, Opex & Asset Quality 

 Medium-term spread guidance of 5-5.25% reiterated.  

 HFF has largely maintained the origination yield in rising CoB scenario but would pass on the 
benefits of future CoB reduction - hence incremental Spread would remain stable.  

 CoB is expected to increase by another 10 bps - MCLR linked repricing would be largely done 
with in Q4. 

 There was no re-pricing of significant back-book in Q3 – other reasons behind sequential 
Portfolio Yield decline were NHB drawdowns (a portion goes towards originating loans at 
lower yields of 10.7%) and increasing share of co-lending. 

 Getting more preference from Banks after RBI RW move. 

 HFF makes 5%+ spread in Co-lending and it will improve when rates decline. 

 Opex/Assets to stay 3-3.2% in coming quarters due to distribution investment.  

 Increase in Bounce Rate is marginal and hence does not have any significant bearing on RM’s 
business productivity and operations.    

 No headwinds seen with respect to Collections. 
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Exhibit 8: 1-yr rolling P/ABV band Exhibit 9: 1-year rolling P/ABV vis-a-vis the mean  

  
Source: Company, YES Sec Source: Company, YES Sec 
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FINANCIALS  
Exhibit 10: Balance Sheet 

Y/e 31 Mar (Rs m) FY22 FY23 FY24E FY25E FY26E 

Equity Capital 175 176 176 176 176 

Reserves 15,562 17,997 21,013 24,769 29,540 

Shareholder's funds 15,737 18,173 21,190 24,945 29,716 

Deferred Tax Liabilities 45 60 71 86 103 

Total Non-Financial liabilities 133 159 190 228 274 

Debt Securities 1,688 3,469 4,961 6,648 8,643 

Borrowings (Excl. Debt Sec.) 32,980 44,665 63,871 85,588 1,11,264 

Other Financial Liabilities 569 754 1,079 1,446 1,879 

Total Financial liabilities 35,299 49,038 70,061 93,831 1,21,935 

Total Equities and Liabilities 51,169 67,370 91,440 1,19,004 1,51,925 

      

Assets      

Cash and Cash Equivalents 6,178 2,356 5,334 7,734 10,169 

Bank balances 501 628 628 628 628 

Loans 43,049 59,957 80,842 1,05,769 1,35,985 

Investments in Associates 0 2,808 2,808 2,808 2,808 

Other Financial Assets 1,150 1,241 1,427 1,641 1,887 

Total Financial assets 50,877 66,990 91,040 1,18,581 1,51,477 

Property, Plant and Equipment 1 6 6 6 6 

Other Intangible Assets 111 141 141 141 141 

Other Non-Financial Assets 88 88 97 107 117 

Total Non-Financial assets 292 380 401 423 448 

Total Assets 51,169 67,370 91,440 1,19,004 1,51,925 

Source: Company, YES Sec 

 

Exhibit 11: Income statement 

Y/e 31 Mar (Rs m) FY22 FY23 FY24E FY25E FY26E 

Income from Operations 5,820  7,731  11,107  14,620  18,935  

Interest expense (2,157) (3,043) (4,971) (6,684) (8,804) 

Net interest income 3,663  4,688  6,136  7,936  10,131  

Non-interest income 137  225  450  472  520  

Total op income 3,800  4,913  6,586  8,408  10,651  

Total op expenses (1,287) (1,746) (2,331) (3,083) (3,875) 

PPoP 2,513  3,167  4,255  5,325  6,776  

Provisions  (250) (215) (338) (448) (580) 

Profit before tax 2,263  2,952  3,917  4,877  6,196  

Taxes (402) (669) (901) (1,122) (1,425) 

Net profit 1,861  2,283  3,016  3,755  4,771  

Source: Company, YES Sec  
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Exhibit 12: Growth and Ratio matrix 

Y/e 31 Mar FY22 FY23 FY24E FY25E FY26E 

Growth matrix (%)      

Net interest income 41.0  28.0  30.9  29.3  27.7  

Total op income 39.8  29.3  34.1  27.7  26.7  

Op profit (pre-provision) 51.2  26.0  34.3  25.2  27.2  

Net profit 85.8  22.7  32.1  24.5  27.0  

Advances 29.4  39.3  34.8  30.8  28.6  

Borrowings + Debt 13.5  38.8  43.0  34.0  30.0  

Total assets 13.5  31.7  35.7  30.1  27.7  
      

Profitability Ratios (%)      

NIM  7.7  7.5  7.3  7.1  7.0  

Non-interest income /Total income 3.6  4.6  6.8  5.6  4.9  

Return on Avg. Equity 11.8  13.5  15.3  16.3  17.5  

Return on Avg. Assets 3.6  3.9  3.8  3.6  3.5  
      

Per share ratios (Rs)      

EPS 21.2  25.9  34.3  42.7  54.2  

Adj. BVPS 170.9  199.2  232.3  272.3  323.3  
      

Other key ratios (%)      

Loans/Borrowings 124.2  124.6  117.4  114.7  113.4  

Cost/Income 33.9  35.5  35.4  36.7  36.4  

CAR  58.6  49.4  42.7  38.3  35.5  

Gross Stage 3 (%) 2.3  1.6  1.4  1.4  1.4  

Credit Cost 0.5  0.3  0.4  0.4  0.4  

Tax rate  17.8  22.7  23.0  23.0  23.0  

 Source: Company, YES Sec  
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Recommendation Tracker 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL.  

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. Registration granted by SEBI and certification from NISM 
in no way guarantee performance of the intermediary or provide any 
assurance of returns to investors. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any 
registration or licensing requirement within such jurisdiction. The 

securities described herein may or may not be eligible for sale in all 
jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst : Rajiv Mehta, Manuj Oberoi 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) 

No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) 

No 

5 
YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 
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