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Can Fin Homes (Reco Price: INR 386, Market Cap: INR 5,140 crore)

Financial Summary (INR Crore)
Y/E March FY18 FY19 FY20E FY2I1E
Net Profit 286.2 296.8 391.6 480.1
Net Profit (YoY) (%) 22.0% 3.7% 31.9% 22.6%
Assets (YoY) (%) 17.6% 19.4% 16.8% 16.8%
ROA (%) 1.97% 1.72% 1.92% 2.02%
ROE (%) 22.33% 18.16% 20.00% 20.42%
EPS (INR) 21.5 22.3 29.4 36.1
EPS (YoY) (%) 21.95% 3.70% 31.95% 22.61%
P/E (x) 17.9 17.3 13.1 10.7
BV (INR) 111.7 133.8 160.3 192.9
BV (YoY) (%) 38.1% 19.8% 19.8% 20.3%
P/BV (x) 3.4 2.9 2.4 2.0
Source: Company, JMFS Research
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Can Fin Homes is a 32-year-old deposit-taking Housing Finance company; it is promoted by Canara
Bank, which has a 30% shareholding. Over 70% of its loan book is concentrated in South India and
it focuses on disbursing housing loans to salaried people. Its loan book size as of Sep’19 is INR
19,600 crore. Can Fin Homes is comfortably placed both on the liability side as well as asset side,
its high credit rating, low-risk-granular loan book and Canara Bank parentage makes it easier for it
to fulfill its liabilities and raise funds to meet growth requirements. Additionally, given its
negligible exposure to risky developer loans and LAP, its credit quality remains unscathed. We like
its conservative business model and believe it has the right ingredients to prevail, with lot of
competitors vacating space from the market. We forecast a PAT CAGR of 27% during FY19-21E
with our FY21 ROE forecast being 20%, we maintain Buy.

Superior Loan book quality compared with peers- Can Fin Homes’ loan book has 90% exposure
to housing loans, with an average ticket size of INR 1.8mn; its housing loan contribution is the
highest among peers. Moreover, the contribution of salaried employees to its loan book stands at
71%, which highlights its low-risk nature. It does not have any exposure to builder loans, and is
thus not exposed to risky developer financing.

New CEO of Can Fin homes Mr Girish Kousgi took charge of his position in Sep’ 19. In his first
interaction with investors, he sounded optimistic on the prospects for Can Fin Homes. His strategy
broadly remains to keep focussing on Can Fin’s strengths i.e. grow in the lower ticket size
segments, expand in tier 2/3/4 cities, keep self-occupied property as collateral, increase salaried
loans mix, maintain low NPA ratios and improve profitability by expanding spreads. The new CEO
clarified that they are not as affected by the renewed price aggression by larger banks as their
presence is minimal in the customer segment that Can Fin operates in. There is only a 10-15%
overlap between Can Fin’s customer segment with that of the larger banks. He also mentioned that
the ticket size in which it operates i.e. INR1.7-1.8mn, customers are not as price sensitive.
Sounding confident of Can Fin’s service, value and product positioning, he guided for growth well
above the industry growth rate of 11-12%. For the next few quarters Can Fin would see some
acceleration in growth led by increase in its market share (as lot of NBFCs are not lending) and
continuation of revival in its home state of Karnataka where the supply-side situation continues to
ease. Management also expects it to continue having NIM expansion in the next few quarters.
However we do not build this optimism in our estimates. Management was unsure of when the
stake sale by its parent Canara bank would be completed, however it clarified that the impact post
the stake sale to its cost of funds would be minimal. Management stated that the high credit rating
and better perception of lenders for Can Fin Homes is driven by its best-in-class loan book quality
and consistently low NPAs, and not as much by its parentage.
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Definition of ratings

Rating Meaning

Buy Total expected returns of more than 15%. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 15% upside from the current market price.
Sell Price expected to move downwards by more than 10%

Research Analyst(s) Certification

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the company(ies) and sector(s), if any, covered
in the report and may be distributed by it and/or its associates solely for the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated in any
form and/or reproduced or redistributed without the prior written consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading memberships of the BSE Ltd. (BSE),
National Stock Exchange of India Ltd. (NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI). No material disciplinary action has been taken by SEBI against JM Financial Institutional Securities in
the past two financial years which may impact the investment decision making of the investor.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional clients/investors. JM Financial Institutional
Securities and its associates are part of a multi-service, integrated investment banking, investment management, brokerage and financing group. JM Financial Institutional Securities and/or its associates
might have provided or may provide services in respect of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory
services to the company(ies) covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from the
company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies)
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
covered under this report or (c) act as an advisor or lender/borrower to, or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial
Institutional Securities is engaged in, it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or more securities of the company(ies)
covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and members of their household are prohibited from buying or selling debt or equity securities, including but not
limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The Research Analyst(s) principally responsible for the preparation of this research
report or their relatives (as defined under SEBI (Research Analysts) Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any
compensation from the company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of
this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments referred to herein, and JM Financial
Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 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. This report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment
decision
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The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of any use made of this information. The
information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to make modifications and alterations to this statement as they may deem fit from
time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

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 JM Financial Institutional Securities and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are
required to inform themselves of and to observe such restrictions.

Persons who receive this report from JM Financial Singapore Pte Ltd may contact Mr. Ruchir Jhunjhunwala (ruchir.jhunjhunwala@jmfl.com) on +65 6422 1888 in respect of any matters arising from, or in
connection with, this report.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial Securities"), a U.S. registered broker-
dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the United States in reliance on the exemption from U.S. broker-dealer registration
provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission
("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for purposes of FINRA Rule 2241. In compliance with
Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule 15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional
investor. If you have received a copy of this research report and are not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this
research or return it to JM Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The research analyst(s) preparing this research
report is/are resident outside the United States and are not associated persons or employees of any U.S. registered broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-
dealer, or otherwise required to satisfy the regulatory licensing requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst account.

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial Institutional Securities, JM Financial Securities effects the
transactions for major U.S. institutional investors. Major U.S. institutional investors may place orders with JM Financial Institutional Securities directly, or through JM Financial Securities, in the securities
discussed in this research report.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the Financial Conduct Authority. As a result,
this report is for distribution only to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc.") of the Financial
Promotion Order, (jii) are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services
and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such persons together being referred to as
"relevant persons"). This report is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this report
relates is available only to relevant persons and will be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the securities described herein in Canada or
any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or
sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer
properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or sale is
made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or similar regulatory authority in Canada has reviewed or
in any way passed upon these materials, the information contained herein or the merits of the securities described herein and any representation to the contrary is an offence. If you are located in Canada,
this report has been made available to you based on your representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a
“permitted client” as such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the information contained
herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the needs of the recipient. Canadian recipients are advised that JM
Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized agents are not responsible for, nor do they accept, any liability whatsoever for any direct or
consequential loss arising from any use of this research report or the information contained herein.
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Appendix Il
Disclaimer of JM Financial Services Limited

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 15%. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 15% upside from the current market price.
Sell Price expected to move downwards by more than 10%

Research Analyst(s) Certification

The Research Analyst(s), with respect to each issuer and its securities covered by them in this document, certify that:
+All of the views expressed in this document accurately reflect his or her or their personal views about all the issuers and their securities; and
*No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this document.

JM Financial Services Ltd (“*JMFS”) is the dedicated financial services arm of the JM Financial Group catering to the investment needs of Corporates, High Net-worth and Retail Investors. It has a
comprehensive team of Relationship Managers, Product Specialists, and Research Analysts for providing comprehensive brokerage, wealth management and investment advisory services to
institutions, banks, corporates and high net-worth individuals. It offers a wide range of investment options such as Equity, Derivatives, Portfolio Management Services, Mutual Funds Distribution and
IPOs to its clients. JMFS is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading memberships of BSE Ltd., National Stock
Exchange of India Ltd. and Metropolitan Stock Exchange of India Ltd. It is also registered with SEBI as a Portfolio Manager, a Depository Participant and an Investment Adviser and with Association of
Mutual Funds in India (AMFI) as Mutual Fund Distributor.

No material disciplinary action has been taken by SEBI against JMFS in the past two financial years which may impact the investment decision making of the investor.

JMFS and/or its associates might have provided or may provide services in respect of managing/ co-managing offerings of securities, corporate finance, investment banking, mergers & acquisitions,
broking, financing or any other services to the company(ies) covered herein. JMFS and/or its associates might have received during the past twelve months or may receive compensation from the
company(ies) mentioned in this document for rendering any of the above services. JIMFS and/or its associates have not received any compensation or other benefits from the company(ies) covered
herein or any third party in connection with preparation of this document.

JMFS and/or its associates, their directors, research analyst and employees may: (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned
herein; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
covered under this document; or (c) act as an advisor or lender/borrower to, or may have any financial interest in, such company(ies); or (d) considering the nature of business/activities that JIMFS
and/or its associates are engaged in, they may have potential conflict of interest at the time of issue of this document on the subject company(ies).

Neither JIMFS nor its associates owns one per cent or more securities of the company(ies) covered under this document, at the relevant date as specified in the SEBI (Research Analysts) Regulations,
2014.

The Research Analyst(s) principally responsible for the preparation of the research report on company(ies) covered under this document or their relatives (as defined under SEBI (Research Analysts)
Regulations, 2014): (a) do not own one per cent or more securities of the company(ies) covered under this document, at the relevant date as specified in the SEBI (Research Analysts) Regulations,
2014. (b) do not have any financial interest in the company(ies) covered under this document; (c) did not receive any compensation from the company(ies) covered under this document in the past
twelve months; (d) did not receive any compensation from the company(ies) covered under this document, or from any third party, in connection with this document; (e) do not have any other material
conflict of interest at the time of issue of this document. The Research Analyst(s) has not served as an officer, director or employee of the company(ies) covered under this document.

This document has been prepared by JMFS to provide information about the company(ies) and sector(s), if any, covered in the document and may be distributed by it and/or its associates solely for the
purpose of information and meant for the select recipient of this document. This document is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an
official confirmation of any transaction. This document and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of JMFS. This
document has been prepared independent of the companies covered herein.

In rendering the information in this document, JMFS assumed and has relied upon, without independent verification, the accuracy and completeness of all information that was publicly available to it.
The information has been obtained from the sources it believes to be reliable as to the accuracy or completeness. While reasonable care has been taken in the preparation of this
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document and the Information 1s given in good 1aith, It does not purport o be a complete description of the Securies, markets or developments referred 1o neren, and JMFS does not represent or
warrant its accuracy or completeness. JMFS may 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
document. The information given in this document is as of the date of this document and there can be no assurance that future results or events will be consistent with this information. This document
is not an investment advice and must not alone be taken as the basis for an investment decision. The investment discussed or views expressed or recommendations/opinions given herein may not be
suitable for all investors. The contents of this document are not made with regard to the specific investment objectives, financial situation or the particular needs of any particular person. The user must
know and appreciate that dealing/investment in securities market have varying element of risk and it is generally not an appropriate avenue for someone with limited resources/ limited investment and/
or trading experience and low risk tolerance. The user should, therefore, make his/her/its own independent judgment based on his/her/its specific investment objectives and financial position and also
consult its own advisors, with respect to any matter contained herein and also to determine the merits and risks of investing in securities market. The user should carefully consider whether trading in
securities market is suitable for him/her in the light of his/her financial condition. Any action taken by the recipient based on the aforesaid document and suffers adverse consequences or loss, he/she/it
shall be solely responsible for the same. JMFS expressly disclaim any liability and responsibility for any losses arising from any uses to which this communications is out and for any errors or omissions
in this communications and JMFS and its affiliates/associates/employees and directors shall not be responsible, in any manner whatsoever, for the same. The user assumes the entire risk of any use
made of this information.

The information contained herein may be changed without notice and JMFS reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. This
document is relevant as on the date of its issuance or the period specified, if any, in the document and the same may not be relevant thereafter. Hence, the recipient should not use the content of the
document after the date of the document or the period specified, if any, in the document.

Investments in securities are subject to market risk, economic risk, interest rate risks, credit risks, political and geopolitical risks, currency risks, country risks and risks arising from changing business
dynamics. The performance of company(ies) covered herein may be adversely affected by numerous factors including, for example, (i) business, economic, and political conditions; (ii) the supply of
and demand for the goods and services produced, provided, or sold by such companies; (iii) changes and advances in technology that may, among other things, render goods and services sold by the
such companies obsolete; and (iv) actual and potential competition from other companies, whether in India or abroad. (v) Certain companies may need substantial additional capital to support growth
or to achieve or maintain a competitive position. Such capital may not be available on attractive terms or at all. (vi) adverse news about the company/sector, (vii) poor results of the company (ix)
unforeseen force majeure events like war, hostilities, revolution, riots, civil commotion, strikes, lockouts, epidemic, fire, explosion, flood, earthquake, act of God, any act of Government or any such
other cause. Hence, there is no assurance, insurance, commitment, confirmation or guarantee that the forecast, recommendation, opinion, targets, etc. given about the securities/companies in this
document will be achieved. Forward looking statements are not predictions and may be subject to change without notice.

Trading recommendations based on quantitative analysis, if any, are based on index/stock's momentum, price movement, trading volume and other volatility parameters, as opposed to study of macro-
economic scenario and a company's fundamentals. Hence, trading recommendations on a company may be inconsistent with and reach different conclusion from the information contained in the
reports issued based on fundamentals of the said company.

This document 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 IMFS and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this document may come, are
required to inform themselves of and to observe such restrictions.

Persons who receive this document may contact Mr. Nirav Savai (Nirav.savai@jmfl.com) on 022-62241306 in respect of any matters arising from, or in connection
with, this document.
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