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Home First Finance Company
NBFCs

Steady growth led to effective capital consumption; first AHFC to raise fresh capital post listing

Home First Finance (Home First) was listed in Feb'21. Ever since, it has managed to stand out among peers in the
affordable housing finance space, consistently delivering 6-8% QoQ growth every quarter. This, in our view, is
testament to its business’ resiliency and management’s ability to navigate external challenges arising from a rising
rate cycle, regulatory changes (disbursements recognition on actual payment to customers rather than cheque
issuance) and state-specific issues (e-khata issue in Karnataka). Successful execution of its business strategies has
led to judicious capital consumption with Home First’s financial leverage (AUM/net worth) improving to ~5x by Dec’24
(~3x in FY21) alongside stable asset quality. Fresh capital of INR12.5bn would allow adequate capital to fund

incremental growth, as it plans to reach INR 400bn in AUM by FY30.

Fresh capital infusion to ensure sustained growth momentum,
thus, steady RoE expansion; upgrade to BUY

Home First has delivered a strong 33% AUM CAGR between FY21-24 and 23%
FY25-YTD growth. In parallel, by Dec’24, RoE expanded to 16.6%, from sub-10%
in Mar’21; thus, reflecting strong profitability aided by business agility and superior
execution of business strategies by management. With industry-wide tailwinds in
place, such as re-introduction of CLSS scheme and likely rate cut cycle, Home First
would likely sustain its growth momentum. The recent fresh capital infusion — to
the tune of INR 12.5bn — would ensure adequate capital to fund Home First's
aspirational AUM target of INR 400bn by FY30, implying a ~27% CAGR between
FY24-30. CAR now stands at ~50% vs. 33.1%, as on Dec’24. We believe, near-
term AUM growth would still remain in excess of 30%. With higher visibility of
Home First sustaining its growth momentum and steady 15% RoE by FY27E, we
upgrade the stock to BUY (from Add) and revise our TP to INR 1,350 (vs. INR
1,075), valuing it at 3x Sep’'26E BVPS (earlier 3.5x Sep’25E).

Capital infusion led to >20% BVPS accretion

Steady AUM growth and tight control on opex and credit quality helped Home First
in commanding sector-premium valuations, evident in average ~3.4x P/B (one-
year forward) between FY21-25. Capital raising at premium valuation led to >20%
book value accretion. Our FY26E/FY27E revised BVPS (factoring in fresh capital)
stands at INR 411/INR 477 vs. INR 332/INR 395 earlier.

Key risks: 1) Sourcing, collections managed by front-end team; and 2) Lower-than-
estimated AUM growth.

Financial Summary

Y/E March (INR mn) FY24A FY25E FY26E FY27E
Net Interest Income 5,062 6,348 8,387 11,249
PAT 3,057 3,742 4,962 6,871
EPS (INR) 345 415 48.1 66.4
% Chg YoY 332 20.3 15.7 38.2
P/E (x) 30.7 255 22.0 159
P/BV (x) 4.5 3.8 2.6 2.2
Gross Stage - 3 (%) 1.7 1.7 1.7 1.6
Dividend Yield (%) 0.2 0.2 0.2 0.2
RoAA (%) 3.8 3.4 35 3.9
RoAE (%) 155 16.2 14.7 15.0
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Market Data

Market Cap (INR) 95bn
Market Cap (USD) 1,108mn
Bloomberg Code HOMEFIRS IN
Reuters Code HOME BO
52-week Range (INR) 1,383 /777
Free Float (%) 53.0
ADTV-3M (mn) (USD) 6.4
Price Performance (%) 3m 6m 12m
Absolute 2.2 (13.0) 17.7
Relative to Sensex 50 (5.3) 175
ESG Score 2023 2024 Change
ESG score 79.3 78.9 -04
Environment 518 59.8 8.0
Social 80.6 79.3 -1.3
Governance 86.5 85.6 -0.9

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research

Earnings Revisions (%) FY25E FY26E

PAT = 8%

Previous Reports

30-01-2025: Q3FY25 results review
26-10-2024: Q2FY25 results review
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Capital raise to be book value accretive and lead to a leap in CAR as well

Particulars INR
Amount of fund raise (INR mn) 12,500
Issue price (INR) 970
No. of new shares to be issued (mn) 13
Face value (INR) 2
Chg in Sh. Cap. (INR mn) 26
Chg. In R&S (INR mn) 12,474
Existing shares (mn) — Q4FY25 90
Sh. Cap dilution (%) 14%
Existing RWA (INR mn) 72,756
Existing CRAR (%) — Q3FY25 33
Existing Capital (INR mn) 24,082
Revised Capital (INR mn) 36,582
New CRAR (%) 50
Absolute change in CRAR (in %) 17
Book value per share (INR) Earlier Revised Chg (%)
FY26E book value 332 411 24
FY27E book value 395 477 21

Source: I-Sec research, Company data

RoA to inch up post capital raise; RoE to fall in the interim
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Book value per share to grow at >25% CAGR from FY24-27E due to
capital infusion
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CRAR likely to be back to ~50% post capital raise
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AUM growth momentum shall sustain; leverage to dip post fund raise
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NIl, as a % of average AUM, likely to inch up in FY26E/FY27E post fund
raise proceeds
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Home First traded at ~3.4x from FY21-25 on a one-year forward-basis
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Interest Income 10,061 13,310 17,061 21,523
Interest Expenses (4,999) (6,962) (8,674) (10,274)
Net Interest Income (NII) 5,062 6,348 8,387 11,249
Other Income 1,504 1,922 2,479 2,963
Total Income (net of 6567 8270 10,866 14,212
interest expenses)
Employee benefit expenses (1,483) (1,986) (2,564) (2,945)
Depreciation and

117 141 162 1
amortization (117) (141) (162) (186)
Other operating expenses (712) (855) (1,111) (1,444)
Total Operating Expense (2,313) (2,981) (3,837) (4,575)
Pre Provisioning Profits
4,254 ,2 . ,

(PPoP) 5 5,289 7,029 9,637
Provisions and write offs (254) (359) (414) (476)
Profit before tax (PBT) 4,000 4,930 6,616 9,161
Total tax expenses (942) (1,188) (1,654) (2,290)
Profit after tax (PAT) 3,057 3,742 4,962 6,871

Balance sheet
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Share capital 177 180 206 207
Reserves & surplus 21,038 24,779 42,215 49,086
Shareholders’ funds 21,215 24,960 42,422 49,293
Borrowings 73,021 97,593 1,17,623 1,37,287
Provisions & Other Liabilities 1,104 1,332 1,407 1,487
Total Liabilities and
Stakeholder's Equity 95,340 1,23,884 1,61,452 1,88,067
Cash and balance with RBI 8,215 11,704 21,833 11,908
Fixed assets 298 417 463 514
Loans 81,434 1,06,400 1,33,336 1,70,118
Investments 3,788 3,599 3,959 3,563
Other Assets 1,604 1,764 1,861 1,964
Total Assets 95,340 1,23,884 1,61,452 1,88,067

Source Company data, I-Sec research

Source Company data, I-Sec research
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Key Ratios
(Year ending March)

FY24A FY25E FY26E FY27E
AUM and Disbursements
(INR mn)
AUM 96,978 1,26,649 1,62,992 2,07,945
On-book Loans 82,126 1,07,254 1,34,468 1,71,555
Off-book Loans 14,852 19,396 28,524 36,390
Disbursements 39,634 49,543 62,338 78,438
Repayments 14,636 19,871 25,995 33,485
Growth (%):
Total AUM (%) 34.7 30.6 28.7 27.6
Disbursements (%) 315 25.0 25.8 25.8
Repayments (%) 225 35.8 30.8 28.8
Loan book (on balance
sheet) (%) 358 30.7 25.3 27.6
Total Assets (%) 415 29.9 30.3 16.5
Net Interest Income (NII) (%) 26.8 25.4 32.1 34.1
Non-interest income (%) 63.3 27.8 29.0 19.5
Total Income (net of interest 337 25.9 314 308
expenses) (%)
Operating Expenses (%) 325 289 28.7 19.2
Employee Cost (%) 38.6 339 29.1 149
Non-Employee Cost (%) 218 20.0 30.0 30.0
Pre provisioning operating
orofits (PPoP) (%) 343 243 329 37.1
Provisions (%) 18.2 41.2 15.2 15.0
PBT (%) 355 233 342 385
PAT (%) 339 22.4 326 385
EPS (%) 33.2 203 15.7 38.2
Yields, interest costs and
spreads (%)
NIM on loan assets (%) 7.1 6.7 6.9 7.4
NIM on IEA (%) 5.6 5.2 5.2 5.6
NIM on AUM (%) 6.0 5.7 5.8 6.1
Yield on loan assets (%) 141 141 141 14.1
Yield on IEA (%) 11.2 10.9 10.6 10.6
Yield on AUM (%) 11.9 11.9 11.8 11.6
Cost of borrowings (%) 8.3 8.2 8.1 8.1
Interest Spreads (%) 5.9 5.9 6.1 6.0
Operating efficiencies
Cost to income ratio 35.2 36.0 353 322
Op.costs/avg assets (%) 2.8 2.7 2.7 2.6
Op.costs/avg AUM (%) 2.7 2.7 2.6 2.5
z\)l:)) of employees (estimate) 1,249 1.752 1,938 2.099
No of branches (x) 133 158 183 208
Salaries as % of non-
interest costs (%) 64.1 66.6 66.8 64.4
NIl /employee (INR mn) 4.1 3.6 4.3 5.4
AUM/employee(INR mn) 77.6 723 84.1 99.1
AUMY/ branch (INR mn) 729.2 801.6 890.7 999.7
Capital Structure
Average gearing ratio (x) 3.4 3.9 2.8 2.8
Leverage (x) 45 5.0 3.8 3.8
CAR (%) 395 35.2 46.9 42.0
Tier 1 CAR (%) 39.1 34.9 46.6 41.9
Tier 2 CAR (%) 0.4 0.3 0.2 0.2
RWA (estimate) - INR mn 53,922 71,517 90,955 1,17,747
RWA as a % of loan assets 66.2 67.2 68.2 69.2

FY24A FY25E FY26E FY27E
Asset quality and
provisioning
GNPA (%) 1.7 1.7 1.7 1.6
NNPA (%) 1.2 12 12 1.1
GNPA (INR mn) 1,393 1,820 2,281 2,739
NNPA (INR mn) 979 1,292 1574 1,835
Coverage ratio (%) 29.7 29.0 31.0 33.0
Credit Costs as a % of avg
AUM (bps) 30 32 29 26
Credit Costs as a % of avg 36 38 34 31
on book loans (bps)
Return ratios
RoAA (%) 3.8 34 35 3.9
ROAE (%) 15.5 16.2 14.7 15.0
ROAAUM (%) 3.6 33 34 3.7
Dividend Payout ratio (%) 7.5 6.3 5.4 3.9
Valuation Ratios
No of shares 89 90 103 103
No of shares (fully diluted) 91 90 103 103
ESOP Outstanding 3 - - -
EPS (INR) 345 415 48.1 66.4
EPS fully diluted (INR) 335 415 48.1 66.4
Price to Earnings (x) 30.7 255 22.0 159
Price to Earnings (fully
diluted) () 316 255 220 15.9
Book Value (fully diluted) 233 277 411 477
Adjusted book value 222 263 396 459
Price to Book 45 38 2.6 2.2
Price to Adjusted Book 4.8 4.0 2.7 2.3
DPS (INR) 2.6 2.6 2.6 2.6
Dividend yield (%) 0.2 0.2 0.2 0.2

Source Company data, I-Sec research
Key Metrics
(Year ending March)

FY24A FY25E FY26E FY27E
DuPont Analysis
Average Assets (INR mn) 81,355 1,09,612 1,42,668 1,74,760
Average Loans (INR mn) 70,696 93,917 1,19,868 1,561,727
Average Equity (INR mn) 19,694 23,087 33,691 45,857
Interest earned (%) 12.4 12.1 12.0 123
Interest expended (%) 6.1 6.4 6.1 5.9
Gross Interest Spread (%) 6.2 5.8 5.9 6.4
Credit cost (%) 0.3 0.3 0.3 0.3
Net Interest Spread (%) 5.9 5.5 5.6 6.2
Operating cost (%) 2.8 2.7 2.7 2.6
Lending spread (%) 3.1 2.7 2.9 3.5
Non interest income (%) 1.8 1.8 1.7 1.7
Operating Spread (%) 4.9 4.5 4.6 5.2
Tax rate (%) 23.6 24.1 25.0 25.0
ROAA (%) 3.8 3.4 3.5 3.9
Effective leverage (AA/ AE) 4.1 4.7 4.2 3.8
ROAE (%) 15.5 16.2 14.7 15.0

Source Company data, I-Sec research

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICIC| Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New [-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

1/We, Renish Bhuva, CFA (ICFAI); Chintan Shah, CA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. It is
also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months
and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
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the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant 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
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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