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Anand Rathi Research  India Equities 

Financials 

Company Update India I Equities 

Key financials (YE Mar) FY22 FY23 FY24e FY25e FY26e 

AUM 1,15,190 1,61,430 2,34,074 3,27,703 4,42,399 

Net interest income  9,493   12,217   18,949   28,528   37,284  

NIM (%)  8.7   8.8   9.6   10.2   9.7  

PPoP  4,532   6,008   12,949   20,531   26,712  

PAT  2,932   5,637   9,735   12,958   16,700  

EPS (Rs.)  3.8   7.3   12.7   16.9   21.7  

BV (Rs.)  74.7   83.7   108.2   123.9   144.1  

P/E (x)  129.4   67.6   39.1   29.4   22.8  

P/BV (x)  6.6   5.9   4.6   4.0   3.4  

Dividend yield (%)  0.1   0.4   0.1   0.2   0.3  

RoA (%)  2.5   3.7   4.7   4.7   4.4  

CRAR (%)  49.1   38.9   42.4   33.9   28.6  

Source: Company, Anand Rathi Research 
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Rating: Buy 

Target Price (12-mth): Rs.595 

Share Price: Rs.368 

Relative price performance 

 

Source: Bloomberg 
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POONAWAL Sensex

Key data POONAWAL IN 

52-week high / low Rs505 / 274 

Sensex / Nifty 71187 / 21462 

3-m average volume  $16.2m 

Market cap  Rs378bn / $4547.5m 

Shares outstanding  769m 

 
Shareholding pattern (%) Dec'23 Sep'23 Jun'23 

Promoters  62.1   62.1   62.1  
    - of which, Pledged  -     -     -    

Free float  37.9   37.9   37.9  

    - Foreign institutions  7.8   7.9   7.2  

   - Domestic institutions  5.6   7.0   8.0  

  - Public   24.6   23.0   22.7  

 

18 January 2024 

Poonawalla Fincorp  

All-out growth; retaining a Buy 

Driven by strong, ~58% y/y, ~9% q/q, AUM growth, Poonawalla 
Fincorp’s Q3 FY24 net profit shot up ~76% y/y to Rs2,651m (surpassing 
ARe). Increasing product share, competitive cost of funds and tech 
savviness are likely to drive a best-in-class 40% AUM CAGR over FY24-
26. We retain our Buy rating on the company’s high growth with a TP of 
Rs595, 4.1x FY26e P/BV, for a 16% RoE expectation. 

Strong digital-driven AUM growth; sourcing more organic. Driven by the 
increasing product portfolio, AUM rose a robust ~58% y/y, ~9% q/q. 
Disbursements at Rs87bn grew 159% y/y with all-round growth. The app and 
web presence are expected to increase with more products lined up for 
launches. Niche financing products and the strong tech focus are likely to aid 
expansion of loans at a 40% CAGR over FY24–FY26. 

Stable NIM and productivity. NIM was stable at 11% despite the rising 
interest-rate environment as management contained its CoF. As a result, we 
believe the company can maintain its NIM over FY24-26 at >10%. As 
operating efficiencies kick in, we build in a 35.2% cost-to-income ratio over 
FY24-26.  

Best-in-class capital and stable asset quality outlook. The NBFC has 
created an adequate buffer, which would protect against delinquencies from the 
pre-acquisition book. As a result, we expect stable credit cost of 1.2% over 
FY25-26. Best-in-class capital adequacy of 38.2% in an environment where 
tweaks in risk weight by the RBI impacted peers’ CRAR, PFL surely stands out. 

Valuation. Our 12-mth target price of Rs595 is based on the multi-stage DDM 
model. This implies a ~4.1x FY26e P/BV. Risks: Higher slippages, less-than-
expected loan growth. 

 

Change in Estimates  Target  Reco  

Estimates revision (%) FY25e FY26e 

NII 2.2 2.1 

PPOP 6.9 2.6 

PAT 8.1 6.3 
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Quick Glance – Financials and Valuations

Fig 1 – Income statement (Rs m) 

Year-end: Mar FY22 FY23 FY24e FY25e FY26e 

Net interest income  9,493   12,217   18,949   28,528   37,284  

    Growth (%)  7.6   28.7   55.1   50.6   30.7  

Other income  1,085   1,931   2,221   2,443   2,687  

Total income  10,578   14,148   21,170   30,971   39,971  

    Total income growth (%)  5.5   33.7   49.6   46.3   29.1  

Operating expenses  6,046   8,139   8,221   10,440   13,259  

Salary  4,099   5,148   5,590   7,099   9,016  

PPoP  4,532   6,008   12,949   20,531   26,712  

    PPoP growth (%)  (17.0)  32.6   115.5   58.5   30.1  

Provisions  686   (1,445)  1,187   3,067   4,205  

PBT  3,846   7,666   22,072   17,463   22,507  

Tax  914   1,816   2,543   4,506   5,807  

PAT*  2,932   5,637   9,735   12,958   16,700  

    PAT growth (%)  NM   99.5   72.7   33.1   28.9  

Source: Company, Anand Rathi Research         *PAT excluding extraordinary income 

 

Fig 2 – Balance sheet (Rs m) 
Year-end: Mar FY22 FY23 FY24e FY25e FY26e 

Share capital   1,530   1,536   1,536   1,536   1,536  

Other equity  55,615   62,711   81,530   93,581   1,09,112  

Net worth  57,145   64,247   83,066   95,117   1,10,648  

Borrowings   67,258   1,11,196   1,40,107   2,12,962   3,13,054  

    Growth (%) -15.0 65.3 26.0 52.0 47.0 

Other liabilities  3,693   4,775   7,558   10,265   14,051  

Total liabilities  1,28,097   1,80,218   2,30,731   3,18,344   4,37,754  

      

Cash & Cash equivalents   5,372   6,574   516   (560)  9,959  

Investments  8,197   3,109   3,420   3,591   3,771  

Advances  1,06,784   1,52,295   2,13,007   2,98,210   4,02,583  

    Growth (%) 24.7 42.6 39.9 40.0 35.0 

Other assets  7,744   18,240   13,789   17,104   21,441  

Total Assets  1,28,097   1,80,218   2,30,731   3,18,344   4,37,754  

      

AUM  1,15,190   1,61,430   2,34,074   3,27,703   4,42,399  

Source: Company, Anand Rathi Research  

 

Fig 3 – Ratio analysis (%) 
Year-end: Mar  FY22 FY23 FY24e FY25e FY26e 

NIMs  8.7   8.8   9.6   10.2   9.7  

Cost-to-income   57.2   57.5   38.8   33.7   33.2  

Credit cost   0.7   (1.1)  0.7   1.2   1.2  

RoA   2.5   3.7   4.7   4.7   4.4  

RoE  7.7   9.3   13.2   14.5   16.2  

GNPA  3.3   1.4   0.9   0.8   0.8  

NNPA  1.3   0.8   0.4   0.3   0.3  

CRAR   49.1   38.9   42.4   33.9   28.6  

Tier 1  46.6   37.7   41.4   33.2   28.1  

EPS (Rs)  3.8   7.3   12.7   16.9   21.7  

BVPS (Rs)  74.7   83.7   108.2   123.9   144.1  

ABVPS (Rs)  73.4   82.6   107.4   123.0   143.0  

Dividend yield  0.1   0.4   0.1   0.2   0.3  

P/E (x)  129.4   67.6   39.1   29.4   22.8  

P/B (x)  6.6   5.9   4.6   4.0   3.4  

P/ABV (x)  6.8   6.0   4.6   4.0   3.5  

Source: Company, Anand Rathi Research 

 

Fig 4 – Price-to-book band 

 
Source: Bloomberg 

 

Fig 5 – One-year-forward price-to-book-value 

 

Source: Bloomberg 

 

Fig 6 – Price movement 

 

Source: Bloomberg 
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  Earnings call key takeaways 

Management commentary and guidance 

◼ Focus is on increasing market share in the top-100 markets (urban and 
semi-urban). No additional branches would be required before AUM 
crosses Rs500bn. 

◼ Over the next two years, 100% sourcing will be organic. 

◼ AUM growth 35-40% y/y, 7-8% q/q, over 2-3 years. 

◼ Secured-to-unsecured mix guidance at 50:50  

◼ Reduction of shorter tenure book (less than 12 months), which is now 22% 
of AUM and to be maintained below 25%.  

◼ Steady state-basis guidance. 

◼ NIM - 10%.  

◼ Opex/AUM - 3.5%.  

◼ Credit cost – 80bps to 120bps.  

◼ RoA – 4% to 4.5%.  

Business 

◼ Phase 2 of digital transformation completed. 

◼ 33% of digital disbursement customer profile is prime & above, per bureau 
data 

◼ Leveraging WhatsApp in building an alternative distribution channel as 
customer servicing and lead generation has worked well. Will be starting 
industry-first full loan journey in 2-3 weeks.  

◼ Coming product launches: 

o Co-branded credit card to be launched in Q4 FY24, which will help to 
engage with customers, with day-to-day transactions targeted only for 
a pre-approved set of customers. Joining and annual fee will be zero 
and two variations of cards will be launched initially. 

o EMI cards and dropline flexi-loan product in the next two quarters. 

◼ During the quarter, ~20% of disbursements were sourced through DSAs 
while 80%+ of total disbursements were organic.  

Profitability 

◼ Hardening of rates seen in the last 2-3 quarters due to tight liquidity and 
rising interest-rate scenario, despite which the CoB was stable through an 
effective liability-management strategy. 

◼ Sequential contraction in margins due to run-down and write-off in legacy 
book. 

Asset quality 

◼ Legacy book excl. DA is ~1% of AUM; remaining is the acquired DA 
book, ~7% of AUM. 

◼ GNPA is 9.04% for discontinued book (legacy + DA); for the new book 
it is 0.42% 
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Capital 

◼ Rs29.73bn surplus liquidity in Dec’23. 

◼ LCR of 127%. 

Others 

◼ Downloads of more than 2,000 daily and rate of downloads is growing 
1.5x. Uninstall rate is less than 15%. 
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  Key highlights 

Quarterly snapshot 

Fig 7 – Income statement 

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

Interest income  4,179   4,605   5,529   6,560   6,901   7,144  

Interest expenses  1,441   1,593   1,732   2,348   2,155   2,237  

Net interest income  2,738   3,012   3,798   4,212   4,746   4,907  

    Growth (%)  3.2   23.6   52.0   57.8   73.3   62.9  

Other income  627   588   182   563   539   594  

Total income  3,365   3,600   3,979   4,775   5,285   5,501  

     Growth (%)  25.1   33.2   38.2   53.9   57.1   52.8  

Operating expenses  2,107   2,043   1,963   1,834   1,929   1,998  

    oh which, salary 1368 1294 1194 1050 1093 1130 

PPoP  1,257   1,558   2,016   2,941   3,356   3,502  

    Growth (%)  2.8   35.6   75.1   149.8   167.0   124.8  

Provisions  (482)  (452)  (347)  266   281   (65) 

PBT  1,740   2,010   2,363   2,676   3,075   3,568  

Exceptional items  -     -     4   -     10,301   -    

Tax  438   506   560   674   778   916  

PAT  1,302   1,504   1,807   2,002   2,297   2,651  

Source: Company, Anand Rathi Research 

Fig 8 – Others 

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

AUM  1,31,610   1,39,290   1,61,430   1,77,760   2,02,150   2,19,460  

Focused  1,16,160   1,27,380   1,51,980   1,71,150   2,02,150   2,19,460  

De-focused  15,450   11,910   9,450   6,610   -     -    

Source: Company, Anand Rathi Research 
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Fig 9 – AUM and AUM growth y/y 

 
Source: Company, Anand Rathi Research 

 

Fig 10 – AUM composition 

 
Source: Company, Anand Rathi Research 
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Source: Company, Anand Rathi Research 

 

Fig 12 – C/I vs Cost-to-AUM 

 
Source: Company, Anand Rathi Research 
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Source: Company, Anand Rathi Research 

 

Fig 14 – CRAR and NPA provision coverage 

 
Source: Company, Anand Rathi Research 
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  Valuation 

Our 12-mth target price of Rs595 is based on the multi-stage DDM model. 
This implies a ~4.1x multiple on FY26e BV. 

Fig 15 – Change in estimates 
 FY25e FY26e 

(Rs m) New Old Chg % New Old Chg % 

Net interest income   28,528   27,914  2.2  37,284   36,524  2.1 

Pre-provisioning profit  20,531   19,210  6.9  26,712   26,045  2.6 

PAT   12,958   11,991  8.1  16,700   15,709  6.3 

Source: Anand Rathi Research 

Fig 16 – Key assumptions 

(%) FY25e FY26e 

Balance-sheet assumptions   

AUM growth  40.0   35.0  

Borrowings growth   52.0   47.0  

   

Asset quality    

Credit cost   1.2   1.2  

Provision coverage   60.0   60.0  

Source: Company, Anand Rathi Research 

Fig 17 – du Pont analysis 

(%) FY22 FY23 FY24e FY25e FY26e 

Interest income  12.6   11.8   13.5   15.0   14.8  

Interest expense  4.4   3.9   4.3   4.6   4.9  

Net interest income  8.2   7.9   9.2   10.4   9.9  

Other income  0.9   1.3   1.1   0.9   0.7  

Total income  9.1   9.2   10.3   11.3   10.6  

Operating expenses  5.2   5.3   4.0   3.8   3.5  

PPoP  3.9   3.9   6.3   7.5   7.1  

Provisions  0.6   (0.9)  0.6   1.1   1.1  

Tax  0.8   1.2   1.5   1.6   1.5  

RoA   2.5   3.7   4.7   4.7   4.4  

RoE  7.7   9.3   13.2   14.5   16.2  

Source: Company, Anand Rathi Research 

Key risks 

◼ Higher slippages  

◼ Less-than-expected loan growth 
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Table below:  

Ratings Guide (12 months) 
    Buy   Hold   Sell 
Large Caps (Top 100 companies)  >15%   0-15%   <0% 
Mid Caps (101st-250th company)  >20%   0-20%   <0% 
Small Caps (251st company onwards) >25%   0-25%   <0% 
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Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views 
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research 
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, its 
employees and associates responsible for any losses, damages of any type whatsoever. 
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ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned 
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such company 
(ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any recommendation and related 
information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party involved in, or related to computing 
or compiling the information have any liability for any damages of any kind. 

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com 

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to any 
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for such 
purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with 
all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own expense, 
without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.  

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates 

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report 

Research analyst or research entity or his associate or his relative has any financial interest in the subject company and the nature of such financial interest. No 

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end of 
the month immediately preceding the date of publication of the research report? 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No 

ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No 

ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve 
months 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services from 
the subject company in the past twelve months 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have 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 

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection 
with the research report 

No 

ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No 

ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No 

 
Other Disclosures pertaining to distribution of research in the United States of America 

Research report is a product of Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) under Marco Polo Securities 15a6 chaperone service which is the 
employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) 
and 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. 

Research reports are intended for distribution by 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, which is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations 
thereof by the SEC in order to conduct certain business with Major Institutional Investors, ARSSBL has entered into a chaperoning agreement with a U.S. registered broker-
dealer, Marco Polo Securities Inc. ("Marco Polo"). 

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report. 

2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months. 

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect 
to receive compensation for investment banking services from the issuer of these securities within the next three months. 

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the secur ities mentioned herein and may buy or sell those 
securities or options thereon, either on their own account or on behalf of their clients. 

5. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on 
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit to 
seek to obtain investment banking, or other securities business from, any entity referred to in this report. 

© 2024. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is 
under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or 
in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are 
trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.  

As of the publication of this report, ARSSBL does not make a market in the subject securities.  

Additional information on recommended securities/instruments is available on request.  

Compliance officer-Deepak Kedia, email id - deepakkedia@rathi.com, Contact no. +91 22 6281 7000 

Grievance officer-Madhu Jain-email id- grievance@rathi.com, Contact no. +91 22 6281 7191 
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