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LIC Housing Finance Ltd. (LICHF) Q2FY25 posted mixed earnings performance as healthy
asset quality improvement with multiple quarter low credit cost offset moderation in growth rate.
LICHF’s PAT was up +12% YoY/ +2% QoQ to %13.3bn. During the quarter, NIl came at 19.0bn
down -8% YoY/ -2% QoQ with NIM contracting -41bps YoY/-5bps QoQ to 2.7%. Interest income
was up +2% YoY and QoQ to X68.5bn, while yields fell -27bps YoY/-6bps QoQ to 9.8%. Interest
expense was higher by +6% YoY/+3% QoQ to X48.8bn with cost of funds coming in at 7.7%, up
+7bps YoY/ down -3bps QoQ. Total operating expenses remained elevated at X3.1bn up +20%
YoY/ +18% QoQ. Provisions during the quarter came notably below at 20.8bn, down -82% YoY/
-46% QoQ.
>  Assets Under Management — LICHF’s loan book witnessed growth of +6% YoY/ +2%
QoQ to %2,946bn. Disbursement for the quarter stood strong at X165bn up +12% YoY /
+28% QoQ. During the quarter, to tap in opportunity arising out of PMAY scheme in
affordable housing finance segment, company launched a new product to cater to self-
employed category with better yield. In Q2FY25, disbursements in Project Finance
segment were up 223% YoY to X14bn, in-line with management’s strategy to increase
Project Finance share mix.
> Asset Quality — Asset quality improvement continued in Q2FY25, with GNPA at 3.1%
falling by -128bps YoY/ -24bps QoQ while NNPA came at 1.6% -102bps YoY/ -11bps
QoQ. Credit cost during the quarter fell to ~11bps as against ~10bps in Q1FY25. One
lumpy project finance account worth ~4bn has gone to ARC and the management
expects it to get resolved soon. Additional 4-5 accounts are also at different stages of
resolutions.

>  Net Interest Margin — As indicated in the previous quarter, further break-up of customer
base, based on CIBIL score, was undertaken with implementation of 15-20 bps higher
repricing for lower CIBIL windows (701-725). Additionally, launch of new product for self-
employed segment and focus on ramping up of Project finance book could improve yields
going forward even without considering interest rate cut impact. Incremental blended
yields are higher at ~9.4% while incremental CoF are lower at 7.71%. Management
reiterated it plans to maintain NIM profile between 2.7-2.9% in FY25.

»  Concall Highlights — 1) Expect 5-10 bps NIM improvement in Q3 — Q4FY25 2) No PLR
hike during the quarter, 3) Higher OPEX cost was in-line with growth in disbursements
during the quarter 4) Loan book likely to grow at low-double digit in FY25 and
incorporating growth from affordable segment, it could range between 12-15% 5)
Company has ~200 accounts in Project Finance segment, largest exposure is ~X5.5bn.
Out of this, no. of accounts under stage 3 could be 35-40.

Outlook and View

LIC Housing Finance Ltd. posted better sequential performance recovering from last quarter’s
low growth base and posted notable asset quality improvement. Launch of new product for self-
employed segment to tap in opportunities under affordable segment, focus on building Project
Finance book and festive season demand to act as catalyst for loan growth momentum pick-up.
Additionally, several initiatives such as CIBIL score based sub-segmentation of customer profile,
focus on high-yielding segments would support management's approach of margin accretive
growth expansion. We remain bullish in anticipation of better earnings performance in H2
compared to H1 and hence recommend to HOLD at CMP of 634, trading at 0.9x its FY26e
P/B.
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Promoter 4524
Flls 21.95
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Public & Others 12.29
Financials
(Zhn)
Particulars FY24 FY25E FY26E
Net Int. Inc. 8,838 7,985 8,791
Net Int. Marg. 3.2% 2.7% 2.8%
Operating Exp. 1,146 1,209 1,258
Core Profit 7,698 6,784 7,543
Provisions 1,644 526 954
PBT 6,054 6,257 6,589
Tax 1,289 1,345 1,285
PAT 4,765 4,912 5,304
EPS 87 89 96
BVPS 572 648 743
P/Bk 1.1 1.0 0.9
ROA 1.7% 1.7% 1.7%
RoE 16.2% 14.5% 13.6%,
Source: Company, Way2Wealth Research
Relative Performance
LIC Hsng. Fin. 40% 47% 53%
Nifty50 25% 35% 102%
Sensex 23% 33% 96%

Source: Company, Way2Wealth Research
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Loan Book recovers from previous quarter's lows

Rosbust disbursement growth witnessedin Q2FY25
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Quarterly Financials

(T bn)
Particulars Q2FY25 Q2FY24 % YoY Q1FY25 % QoQ H1FY25 H1FY24 %YoY
Interest earned 6,853 6,707 2% 6,739 2% 13,593 13,410 1%
Interest ex pensed 4,880 4,600 6% 4,750 3% 9,630 9,094 6%
Net Interest Income (Core) 1,974 2,107 6% 1,989 1% 3,963 4,316 -8%
Othe operating income 72 47 56% 45 62% 117 89 31%
Net Interest Income (Inc. OOI) 1,901 2,060 -8% 1,945 2% 3,846 4,227 -9%
Other Income 6 6 0 6 6
Total Income 2,052 2,159 5% 2,034 1% 4,086 4,411 7%
Employ ee cost 170 138 23% 151 13% 321 271 18%
Other operating cost 140 121 16% 111 26% 251 231 9%
Total Operating Ex penses 31 259 20% 262 18% 573 502 14%
Operating Profit 1,742 1,900 8% 1,772 2% 3,513 3,909 -10%
Provisions and contengencies 77 419  -82% 143 -46% 220 780 -12%
Profit before tax 1,664 1,430 12% 1,628 2% 3,293 3129 5%
Tax Expense 335 292 15% 328 2% 664 617 8%
Profit after tax 1,329 1,188 12% 1,300 2% 2,629 2512 5%
EPS 24.2 21.6 12% 23.6 2% 47.8 45.7 5%,

Source: Company, Way2Wealth
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(¥ bn)
Particulars FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Interest Income 19,727 19,819 19,919 22,657 27,228 27,992 29,803 32,485
Interest Ex pense 14,781 14,450 14,177 16,186 18,391 20,007 21,012 22,756
Net Interest Income 4,946 5,368 5,742 6,471 8,838 7,985 8,791 9,729
Other income -29 -1 34 17 6 8 10 10
Core Income 4,917 5,367 5,776 6,488 8,844 7,993 8,801 9,739
Fees and commission expense 47 88 112 159 155 164 170 186
Employ ee benefits expense 328 324 563 473 610 643 669 729
Depreciation and amortisation ex penses 51 52 52 66 65 69 72 78
Other expenses 213 254 248 290 316 333 346 378
Total expenses 639 719 976 988 1,146 1,209 1,258 1,37
Operating Profit 4,278 4,648 4,300 5,500 7,698 6,784 7,543 8,369
Impairment on financial instruments 952 1,318 2,022 1,943 1,644 526 954 1,213
Profit before tax 3,326 3,330 2,778 3,557 6,054 6,257 6,589 7,155
Tax Expense 879 624 491 666 1,289 1,345 1,285 1,395
Profit after tax 2,447 2,706 2,287 2,891 4,765 4,912 5,304 5,760
Eamings per share 48 54 43 53 87 89 96 105,

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Prasad Hase, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Prasad Hase, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement: LIC Housing Finance Ltd. as on 07 November 2024

Name of the Security LIC Housing Finance Ltd.
Name of the analyst Prasad Hase
Analysts” ownership of any stock related to the information contained NIL
Financial Interest

Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

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

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.
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