[@ IDBI capital
Cholamandalam Investment ACCUMULATE B ™ A Key Stock Data
cMP Rs554 Bloomberg / Reuters CIFCIN /CHLA.BO

Potential upside / downside 10%

Restructured assets at 2%; Covid provisions at 1.6% of gross assets Previous Rating suy  >ector Finance
Shares o/s (mn) 820
Summary V/s Consensus Market cap. (Rs mn) 454,233
CIFC’s asset quality deteriorated slightly as gross stage 3 assets stood at 3.96% vs 3.75% EPS (Rs) FY22E  FY23E  Market cap. (US$ mn) 6,193
QoQ (3.8% YoY). However, restructured assets stood at 2% of loan book; lower than IDBI Capital 28.6 33.2  3-mdaily average value (Rs mn) 1,072.1
guided in the range of 3-5% is the key positive. Further, Covid-19 related provisions Consensus 26.7 31.7  52-week high / low Rs601/120
increased to 1.6% of assets vs 1.13% (Q3FY21) due to unexpected second wave of % difference 7.3 4.7 Sensex / Nifty 49,502 / 14,942
Covid-19; earlier management guided for reversal of Covid-19 provisions. NIMs
declined by 20bps QoQ led by change in product mix resulted in lower yields. AUM - -
growth improved further to 16% YoY (13% Q3FY21) led by growth in disbursements (up Shareholding Pattern (%) Relative to Sensex (%)
43% YoY). NIl grew by 32% YoY led by improvement in NIMs; PPoP grew by 35% YoY. Promoters 516 1500 |
We believe that CIFC with lower dependency on single vehicle product (LCV highest at Fll 16.5 1500 A
~15% of AUM) and lower dependency on single state (Maharashtra state highest at DIl 20.3 1300
12%) should augur well through tough times. We largely retained the estimates, Public 11.6 1;8'8
however downgrade to ‘ACCUMULATE’ with a new TP of Rs.610 (earlier Rs.515) based 200 |
on P/BV of 3.5x FY23E (earlier 3.1x) as navigated through tough times (first wave of - 50.0 A
Covid-19) better. Price Performance (%) 30.0 —— T
Am  3m  -12m RR885555588887qY
H H H o s5>cswayg 29 cos s >
Key nghllghts-and Investmen-t Rationale | Absolute ©7) 207 2804 8255535853858 555
B AUM growth improved further; disbursements grew strongly: AUM growth !mproved Rel to Sensex 126 397 164 ——CIFC Sensex
further to 16% YoY as against 13% YoY (9MFY21). VF (72% of AUM) growth improved
further to 14% YoY (12% 9MFY21) while Home Equity (HE) portfolio (22% AUM) grew b . .
14% YoY (11% 9MF\((21). Disburse)ments grew byq43%/a (YoY) (Taetter th(an pre Cov)i(;g Ievels\; Financial snapshot (Rs mn)
on lower base as vehicle sales remain strong. Better than estimated disbursements was Year FY2019 FY2020 FY2021 FY2022E FY2023E
led by slight market share gains. Among its peers, CIFC continues to report much higher NIl 29,765 35,320 46,482 52,984 58,712
AUM growth at 16% (SHTF at 7%; MMFS at -8%). Net Profit 11,861 10,524 15,149 23,426 27,275
B Margins declined sequentially: NIMs declined by 20bps QoQ due to decline in yields by EPS (Rs) 15.2 12.8 18.5 28.6 33.2
30bps QoQ although cost of funds declined 20bps QoQ. VF/HE portfolio NIMs improved ABV (Rs) 72.0 90.3 107.1 1345 147.6
sequentially by 30bps QoQ each. CIFC has maintained higher liquidity on the balance PER (x) 36.5 43.2 30.0 194 16.7
sheet which resulted in negative carry on balance sheet. Management guided for higher P/ABV (x) 7.7 6.1 5.2 4.1 3.8
liquidity to be maintained in near term. ROE (%) 21.0 14.7 171 21.9 20.8
M Asset quality deteriorated; restructured assets at 2%: Asset quality deteriorated as ROA (%) 2.3 1.7 2.2 3.0 31
Stage 3 assets increased by 21bps QoQ to 3.96%; PCR declined by 60bps QoQ to 44.3%. Stage 3 (%) 2.7 3.8 4.0 4.5 4.5
Restructured assets stood at 2% of loan book. Collection efficiency declined to 95% in Net stage 3 (%) 1.8 23 23 2.8 2.8
April month as against 99% in March due to lockdowns in several states. We would be CAR 17.4 20.7 19.1 18.1 18.2

watchful of slippages from restructured assets in FY22. Source: Company; IDBI Capital Research
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Conference Call Highlights

Covid provision stands at Rs3.5bn for Q4FY21 while overall it stands at Rs11bn. Carrying overlay of Rs59.5bn towards
future contingency.

Liquidity position stands at Rs97.80bn within that Rs64.28bn accounts for cash balances (incl. Rs15bn invested in G-
Sec).

Collection efficiency-

e Vehicle finance- Collection efficiency against the billing was Rs21.2bn collected Rs24.69bn (116%) and
cumulative basis stands at 62%. For April collected Rs19.79bn against Rs21.25bn (93%) and cumulatively it
stands at 50%.

o 1* bucket delinquency in Mar’21 stood at 1.42% and in April 21 1* bucket roll forward was 4.57%. Collection
efficiency -99% (mar’21) and 95% (Apr'21).

e Similar trends remains in other portfolio.

LAP book- During pre-covid hired manpower’s and added branches that resulting in contribution to the
disbursement.

ECLGS - VF stands at Rs20bn and for LAP it stands at Rs8bn.
Received PMAY subsidy of Rs0.21bn out of which Rs0.16bn in Q4FY21.

Restructured book stands at Rs14.6bn (2% of AUM) out of which Individuals are Rs2.8bn and MSME Rs11.8bn.
Restructuring of Rs11.6bn from VF consist of HCV and busses (20%-25%).

HCV front YoY basis industry saw a transition from BSIV to BSVI resulted into increase in disbursement while market
share remains at 1.93% (Q4FY21) vs 2% YoY.

Construction equipment seen market share increase to 6.5% vs 5.8% as tracking more markets and different
geographies and OEMs.

Stage 3 for VF- 3%, HE- 7.3%, and Home loans -3.2%.
Stage 2 assets stands at Rs42.3bn include Rs15bn of restructured assets. Stage 2 VF- Rs35bn and LAP- Rs2.4bn.

Expect disbursement will be poor in April and May while would see turnaround from June, however, unable to
predicts in current situation.
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B  Done Write off of Rs0.6bn in Q4FY21.

B |nterest on interest impact of Rs0.35bn on interest income.

B Company is expanding footprints for 4-5 products which would led to increase in opex, however, company aim is to
keep employee cost/ overall opex within the range.
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Exhibit 1: Quarterly Snapshot (Rs mn)
Year-end: March Q4FY21 Q4FY20 Q3FY21
Interest Income 24,611 21,513 25,048 14.4 (1.7)
Interest Expenses 11,197 11,359 11,404 (1.4) (1.8)
Net Interest Income 13,414 10,154 13,644 32.1 (1.7)
NIM (%) 7.7 6.7 8.0 104 bps (30 bps)
Non-Interest Income 2 1 0 50.0 500.0
Operating Income 13,416 10,155 13,644 32.1 (1.7)
Staff Cost 2,690 1,599 1,541 68.2 74.6
Other Op Exp 2,447 2,416 2,146 1.3 14.0
Total Operating Expenses 5,137 4,015 3,687 27.9 39.3
Cost to Income (%) 38.3 39.5 27.0 (125 bps) 1127 bps
Cost to AUM (%) 3.0 2.6 2.2 31 bps 79 bps
Operating Profit 8,279 6,140 9,957 34.8 (16.9)
Provisions 5,035 5,567 4,446 (9.6) 13.2
Credit Cost (%) 0.8 1.0 0.7 (24 bps) 7 bps
PBT 3,244 573 5,511 465.9 (41.1)
Tax 812 147 1,422 452.4 (42.9)
-effective tax rate 25.0 25.6 25.8 (61 bps) (77 bps)
PAT 2,432 426 4,089 470.6 (40.5)
EPS (Rs) 3.0 0.5 5.0 470.5 (40.5)
BV (Rs) 116.6 99.7 114.7 17.0 1.6
AUM 699,960 605,490 687,450 15.6 1.8

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

(%) FY19 FY20 FY21 FY22E FY23E
NIl 5.9 5.8 6.71 6.75 6.78
Other Income 0.8 0.9 0.43 0.69 0.69
Net Revenue 6.7 6.7 7.14 7.44 7.47
Op.Exp 25 2.6 2.29 2.29 2.26
Op.Profit 4.2 4.1 4.85 5.15 5.21
Provisions 0.6 1.5 1.91 1.16 1.01
PBT 3.6 2.6 2.94 3.99 421
Tax 13 0.9 0.76 1.00 1.06
PAT 23 1.7 2.19 2.98 3.15
Leverage (x) 9.0 8.5 7.81 7.35 6.62
ROE 21.0 14.7 17.1 21.9 20.8

Source: Company; IDBI Capital Research

Exhibit 3: Figure: One-year forward P/ABV
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Financial Summary

Profit & Loss Account (Rs mn) Financial Ratios (%)
Year-end: March FY20 FY21 FY22E FY23E Year-end: March FY20 FY21 FY22E FY23E
Interest Income 81,242 92,242 103,233 113,572 Growth
Interest Expended (45,922) (45,760) (50,248) (54,861) Advances 5.3 18.8 9.5 11.1
Net Interest Income 35,320 46,482 52,984 58,712 NII 18.7 31.6 14.0 10.8
Non-Interest Income 5,287 2,954 5,416 5,989 Pre-Provision Profit 16.3 35.3 20.3 11.7
Operating Income 40,607 49,436 58,401 64,701 Net Profit (11.3) 43.9 54.6 16.4
Operating Expenses (15,776) (15,832) (17,964)  (19,542) Spreads (%)

Employee expenses (6,550) (7,493) (8,906) (9,626) Yield on Assets 13.7 13.7 135 134
Other expenses (9,226) (8,339) (9,058)  (9,916) Cost of Funds 8.7 7.7 7.6 7.6
Pre-Provision Profit 24,831 33,604 40,436 45,159 NIM 8.0 7.0 6.8 6.6
Provision (8,973) (13,219) (9,130) (8,709) Operating Efeciency (%)
PBT 15,858 20,385 31,306 36,449 Cost-to-Income 389 320 30.8 30.2
Taxes (5,334) (5,236) (7,880)  (9,174) Cost-to-Assets 2.7 2.4 2.4 2.4
Net profit 10,524 15,149 23,426 27,275 Asset Quality (%)

Stage 3 asset 3.8 4.0 45 45

Balance Sheet (Rs mn) Net stage 3 asset 2.3 2.3 2.8 2.8
Year-end: March Y20 FY21 FY22E FY23E ‘ Provision Coverage 41.5 443 44.0 43.0
Capital 1,640 1,641 1,641 1,642 Credit Cost L3 19 L2 1o
Reserves 80,079 93,962 116,521 141,949 Capital Adequacy (%)

Networth 81,719 95603 118,162 143,591 CAR 207 191 181 182
Borrowings 550,054 637,301 690,463 759,324 Tier | 153 151 14.9 157
Other liabilities 8251 12,580 16,387 4,569 Valuations

Total Liab. & Equity 640,024 745484 825012 907,483 EPS (Rs) 128 185 286 332
Advance 554,027 658393 720,936 801,007 ABV (Rs) 9.3 1071 1345 1476
Investments 729 16188 16188 16,188 P/E (x) 432 300 194 16.7
Cash 69,592 52,319 67,738 68240 P/ABV (x) 6.1 52 41 38
Fixed Assets 2,839 2,294 2,231 2,337 ROE (%) 147 171 219 208
Other Assets 12,837 16,290 17,919 19,711 ROA (%) 17 2.2 3.0 31
Total assets 640,024 745,484 825,012 907,483 RORWA (%) 1.8 2.3 32 33

Source: Company; IDBI Capital Research
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Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.
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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 — U65990MH1993G0I075578
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
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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Other Disclosure
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