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Restructured assets at 6.9%; AUM growth slows down P e R Sector Finance
Shares o/s (mn) 821
Summary ot o) as25%
CIFC’s restructured assets increased to 6.9% vs 5.4% of loan book; higher than its peers EPS (Rs) FY22E FY23E FY24E  Market cap. (USS mn) 6,443
which is the key concern. However, Management is quite confident of recovery in IDBI Capital 263 308 386 3-mdailyaveragevalue (Rsmn)  118.8
coming quarters which is visible in improvement in collection efficiency; Oct at 116% vs Consensus 241 31.0 369 52-weekhigh/low Rs634 / 249
Sept at 115%. Asset quality improved with gross stage 3 assets declined to 6.16% vs % difference 9.2 (0.8) 4.6  Sensex/Nifty 60,138 /17,930

6.79% QoQ (2.98% YoY). Further, Covid-19 related provisions stood at 1.0% of AUM

which should support credit cost for H2FY22. NIMs improved by 10bps QoQ to 7.7%. Shareholding Pattern (%) Relative to Sensex (%)

AUM growth further declined to 4% YoY (7% Q1FY22) led by higher repayments Promoters 51.6
although strong growth in disbursements (up 35% YoY). NIl grew by 11% YoY led by Fll 17.9 zzzg |
improvement in NIMs; PPoP declined by 3% YoY led by increase in operating expenses DIl 183 7300 A
(up 46% YoY; 40% QoQ). However, PAT grew by 40% YoY led by lower provisions (down Public 12.2 1950 -
82% YoY; 89% QoQ). We have moved to FY24E estimates and have ‘BUY’ with a new TP 160.0 1
of Rs.720 (earlier Rs.605) based on P/BV of 3.5x FY24E. Price Performance (% 1;5)'2 1
i : 3m -12m  SSSSSSNSNRNSRRNY
Key Highlights and Investment Rationale Shogiecesirisees
Absolute 5.4 23.6 1155 TIwO0zZzOoSwEEI55TqnO0
B AUM growth slowdown; disbursements grew by 35% YoY: AUM growth slowed Rel to Sensex 30 93 637 Cholamandalam Investment Sensex
down to 4% YoY as against 7% YoY (Q1FY22). VF (70% of AUM) growth declined to 0% : : :
YoY (3.4% Q1FY22) while Home Equity (HE) portfolio (23% AUM) grew by 11% YoY Financial snapshot (Rs mn)
(8.5% Q1FY22). Disbursements grew by 35% YoY on lower base; second wave impact Year FY2020 FY2021  FY2022E  FY2023E FY2024E
reduces. Also, disbursements are expected to pick up in H2FY22. AUM growth NIl 35,320 46,483 49,583 54,068 62,972
expected to slight inch up from Q2FY22 levels; but lowers than FY21 (16% YoY) Net Profit 10,524 15,149 21,564 25,294 31,687
growth levels as repayment ratio would normalize in FY22. EPS (Rs) 12.8 18.5 26.3 30.8 38.6
BV (Rs) 99.6 116.5 141.5 170.0 206.2
B Margins improved sequentially: NIMs improved to 7.7% vs 7.6% QoQ due to decline in PER (x) 457 318 223 19.1 15.2
yields by 10bps QoQ compensated by decline in cost of funds (down 20bps QoQ). VF P/BV (x) 5.9 50 41 35 28
portfolio NIMs improved by 20bps QoQ while HE portfolio NIMs improved by 10bps QoQ. ROE (%) 14.7 17.1 20.4 19.8 20.5
B Asset quality improved; restructured assets at 6.9%: Asset quality improved as Stage 3 SOA (Z’)(/) ;; Z'(z) Z': j’g 431.2
t % . . . . .
assets declined by 63bps QoQ to 6.16%; PCR improved by 100bps QoQ to 36.5%. age g
q s 416 6.9% vs 5.4% of | book. Collecti fici ) d Net stage 3 (%) 2.3 2.3 2.8 2.5 2.1
Restructured assets increased to 6.9% vs 5.4% of loan book. Collection efficiency improve CAR 20.7 191 18.8 176 173

to 116% in Oct month. We would be watchful of slippages from restructured assets in FY22. Source: IDBI Capital Research;
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Conference Call Highlights

Disbursements

B Disbursements stood at INR87.1bn for the quarter (Vehicle Finance — INR61.6bn), (LAP- INR20.5bn) and Home Loan
(INR —4.94bn)

B Tax collections, power, vehicle registrations, toll have supported disbursements for the quarter (Despite supply side
concerns).

B ECLGS related disbursement at INR25 cr (during the quarter)

B Tractor disbursement at the highest level (industry also doing good)

Margins

B Yield are varied for the portfolio as it caters to broad range of products (from ~9%-18%).

B ROTA a better measure (balances out difference in NIM and OPEX).

B NIM expansion on account of lower cost, better yield in Tier-2 cities.

Asset Quality

Billing compared to cash flow for (September -115%, October — 116%)
Stage 1 roll forward rate improved (1.6%), LAP — (from 8.86% to 8.17), Home loan (from 4.29 to 4.19)
LAP restructuring is at 4.38% of Gross AUM

For restructuring, the total book is INR4749 cr (6.85% of the book). Restructuring 1.0 stands at 1.27% and
Restructuring 2.0 stands at and 5.58%.

Out of total restructuring, for Vehicle (INR4200 cr), LAP (INR60O0 cr), Home Loan (INR300 cr)

Customers able to pay one EMI (unable to pay 2-3 EMIs, in order to roll back account from Stage 2 to Stage 1
account). Supply of vehicles in October has been 20% higher than September and constraints are gradually being
addressed.

Stage 1 collection efficiency at 98.25% (can move towards ~99-99.5%) (Collection focus was kept during the
quarter).
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B Stage 2 assets are elevated as it includes restructured book (if it moves up, additional provisions to be created from
the current levels).

B Stage 3, for Vehicle finance (5.73%), 8.17% for LAP, 4.2% for HL

OPEX
B Insecond quarter, salary increment given (last year not given, however, it was provided in the fourth quarter).
B Credit cost to be at similar level (except if Covid 3 related issues.

B  Qverall OPEX to AUM should be ~2.5%.

Digital Transformation

B Company is plans to build 3 ecosystems (broadly which include Vehicle/Vehicle Finance, SME and the consumer)

B For the consumer ecosystem, company plans to build partnership (in the next 12-18 months)

B Interms of technology, it is carved into two categories the tech (sourcing development) and the analytics team (new
Head joined during the quarter).

Business Outlook:

B Capacity utilization, for HCV is good (replacement demand is largely driven by them), Small fleet operator and
medium fleet operators having lower capacity utilization in Tier-1 towns (replacement demand getting delayed)

B |n Tier-2 and Tier-3 towns, for HCV, utilization dependent on transportation of agricultural goods, bricks transport
etc.

B For Small fleet operator and medium fleet operators, in Tier-2 and Tier-3 towns (have seen growth by 80-85% level,
in 2018 it was 100%)

B |t should improve in the next quarter as mining, road and infrastructure development picks up pace.
B Crops to reach the market in November, which should improve demand.

B Used vehicle demand looking good and new vehicle demand orders have been spending.
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Exhibit 1: Quarterly Snapshot (Rs mn)
Year-end: March Q2FY22 Q2FY21 Q1FY22 YoY (%) QoQ (%)
Interest Income 24,706 24,364 24,668 1.4 0.2
Interest Expenses 10,778 11,852 11,038 -9.1 -2.4
Net Interest Income 13,928 12,512 13,630 11.3 2.2
NIM (%) 8.1 7.7 7.9 42 bps 17 bps
Fee & Other Income 1 34 1 -97.1 0.0
Operating Income 13,929 12,546 13,631 11.0 2.2
Staff Cost 2,288 1,700 1,523 34.6 50.2
Other Op Exp 2,904 1,852 2,190 56.8 32.6
Total Operating Expenses 5,192 3,552 3,713 46.2 39.8
Cost to Income (%) 37.3 28.3 27.2 896 bps 1003 bps
Cost to AUM (%) 3.0 2.2 2.2 83 bps 86 bps
Operating Profit 8,737 8,994 9,918 -2.9 -11.9
Provisions 584 3,176 5,519 -81.6 -89.4
Credit Cost (%) 0.1 0.5 0.9 -42 bps -77 bps
PBT 8,153 5,818 4,399 40.1 85.3
Tax 2,100 1,501 1,139 39.9 84.4
-effective tax rate 25.8 25.8 25.9 -4 bps -13 bps
PAT 6,053 4,317 3,260 40.2 85.7
EPS (Rs) 7.4 5.3 4.0 40.4 85.6
BV (Rs) 127.1 109.6 120.6 16.0 5.4
Loans 6,65,154 6,22,572 6,39,660 6.8 4.0
AUM 7,00,230 6,71,820 6,78,210 4.2 3.2
Disbursement 87,060 64,570 36,350 34.8 139.5

Source: Company; IDBI Capital Research
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Exhibit 2: ROE Decomposition

(%) FY20 FY21 FY22E FY23E FY24E
NIl 5.8 6.7 6.4 6.4 5.8
Other Income 0.9 0.4 0.7 0.7 0.9
Net Revenue 6.7 7.1 7.1 7.1 6.7
Op.Exp 2.6 2.3 2.3 2.3 2.6
Op.Profit 4.1 4.9 4.8 4.8 4.1
Provisions 1.5 1.9 1.0 0.8 1.5
PBT 2.6 29 3.7 4.0 2.6
Tax 0.9 0.8 0.9 1.0 0.9
PAT 1.7 2.2 2.8 3.0 1.7
Leverage (x) 8.5 7.8 7.3 6.6 8.5
ROE 14.7 17.1 204 19.8 14.7

Source: Company; IDBI Capital Research

Exhibit 3: Figure: One-year forward P/ABV
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Exhibit 4: Advances growth took a sharp spike
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Exhibit 5: Disbursements growth rebounds
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Exhibit 6: Net Interest margins have remained flat
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Source: Company; IDBI Capital Research

Exhibit 7: Asset quality improved while impacted by second wave in last quarter (Q1FY22)
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Exhibit 8: Borrowings have been declining with lower liquidity
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Exhibit 9: ROTA (PAT) has been improving sequentially Exhibit 10: Expenses Ratio inched up
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Exhibit 11: Cost of Funds improving sequentially Exhibit 12: Yields decline with change in Mix
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Exhibit 13: Return on Equity improved Exhibit 14: ROTA-PBT at high levels
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Exhibit 15: Losses and provisions - after additional provision = Exhibit 16: CAR remains comfortable
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Asset Ratios - Vehicle Finance PF

Exhibit 17: ROTA-PBT showing significant improvement
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Exhibit 19: Expenses Ratio inched up
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Exhibit 18: Losses and provisions declined
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Exhibit 20: Net Income Margin at all-time high
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Exhibit 21: Cost of Funds continue to decline Exhibit 22: Yields remain range bound
9.00% - 8.00% . 18.00% -
-00% 7.90% 7.40% 14.90% 15.60% 15.40% 15.30% 15.50% 15.40%
s % 7.10% IER
7.00% 6.70%

6.00% - 12.00%
3.00% 6.00%
0.00% - T T T T T 0.00% - T T T T T

Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22 Q1FY21  Q2FY21 Q3FY21 Q4FY21 Q1FY22  Q2FY22
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research

12



Cholamandalam Investment and Finance Company | Q2FY22 Result Review [(lﬁ IDBI Cap":a'

Asset Ratios - Home Equity PF

Exhibit 23: ROTA-PBT showing significant improvement  Exhibit 24: Losses and provisions negligible during the

quarter
4.00% - 3.00% -
3.50%
3.00% | 5 60% 2.10%
2.40% 2.00% -
1.60%
1.90% 1.90%
2.00% - ’ o 1.80% L0
1.10% ERR
1.00% -
1.00% -
0.30%
0.04%
0.00% - : : . . . 0.00% J . . . .
Q1FY21  Q2FY21  Q3FY21  Q4FY21  QIFY22  Q2FY22 Q1FY21  Q2FY21  Q3FY21  Q4FY21  Q1FY22  Q2FY22
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research
Exhibit 25: Expenses Ratio inched up Exhibit 26: Net Income Margin improved QoQ
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Exhibit 27: Cost of Funds trending down
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Exhibit 28: Yields decline
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Financial Summary

Profit & Loss Account (Rs mn) Financial Ratios (%)
Year-end: March FY21 FY22E FY23E (3213 Year-end: March FY21  FY22E FY23E  FY24E
Interest Income 92,242 98,824 1,08,319 1,24,209 Growth
Interest Expended 45,759 49,241 54,251 61,237 Advances 18.8 6.0 131 16.2
Net Interest Income 46,483 49,583 54,068 62,972 NIl 31.6 6.7 9.0 16.5
Other Income 2[954 5[297 5,866 6,751 Pre-Provision Profit 35.3 9.9 9.4 20.1
Net Revenue 49,437 54,880 59,934 69,722 Net Profit 43.9 42.3 173 253
Operating Expenses 15,835 17,966 19,543 21,204 Spreads
Employee expenses 7,494 8,906 9,626 10,346 Yield on Assets 137 131 130 132

Cost of Funds 7.7 7.5 7.6 7.6
Other expenses 8,341 9,059 9,917 10,858 Y
o . NIM 7.0 6.7 6.7 6.6
Pre-Provision Profit 33,602 36,914 40,391 48,518
Operating Efficiency
Provision 13,218 8,097 6,589 6,173
Cost-to-Income 32.0 32.7 32.6 30.4
PBT 20,384 28,817 33,802 42,345
Cost-to-AUM 2.4 25 2.4 2.3
Taxes 5,235 7,253 8,508 10,658
Asset Quality
Net profit 15,149 21,564 25,294 31,687
GNPA 4.0 45 4.0 4.0
Balance Sheet (Rs mn) NNPA 23 28 25 21
Provision Coverage 44.3 44.0 43.0 43.0
Year-end: March FY21 FY22E FY23E FY24E
Credit Cost 1.9 1.1 0.8 0.6
Capital 1,641 1,641 1,642 1,643
Capital Adequacy
Reserves 93,963  1,14,460 1,37,907 1,67,745
CAR 19.1 18.8 17.6 17.3
Networth 95,604  1,16,101 1,39,549 1,69,388
Tier | 15.1 15.1 15.5 16.2
Borrowings 5,95,400 6,35,081 7,17,238 8,32,335
o Valuation
Other liabilities 12,579 6,734 2,311 (5,427)
E 18.5 26.3 30.8 38.6
Total Liab. & Equity 7,45,484  8,01,913 8,96,494  10,28,083 PS
Advance 6,58,393  6,98,074 7,89,359 9,17,245 BV 116.5 1415 170.0 206.2
Investments 16,188 16,188 16,188 16,188 P/E 31.8 22.3 19.1 15.2
Cash 52,319 67,501 68,003 68,503 P/BV 5.0 4.1 3.5 28
Fixed Assets 2,294 2,231 2,337 2,449 ROE 17.1 204 19.8 20.5
Other Assets 16,290 17,919 20,607 23,698 ROA 2.2 2.8 3.0 3.3
Total assets 7,45,484  8,01,913 8,96,494  10,28,083 RORWA 2.3 2.9 31 3.4

Source: Company; IDBI Capital Research
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= Notes

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) — INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or 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. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital 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 report
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