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Key Data

Size Segment Mid Cap
Market Cap (Rs, Cr.) 12,364
Market Cap (US$ mn) 2,207
O/S Shares, Cr. 50.47
Free Float Factor 0.60
Face Value, Rs 2.00
2 Wk Avg Vol, NSE 909,99
52 Wk High/Low 281/195
Rs/US$ 56.02
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BSE 500253

Source: BSE, Shah Investor's Research

Shareholding Pattern

Q1FY13 Q1FY12
Promoters 40.3% 36.5%
Fll 29.7% 39.9%
Inst Inv 9.1% 7.8%
Public 20.9% 15.8%

Source: BSE, Shah Investor’s Research

Institutional Holdings

Institutions Q1FY13 Q1FY12
ICopthall Mauritius 4.9% 5.8%
nvestment
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Recommendation BUY Target Price Rs.302

Disbursements of Developer loan improved — Key Positive

Q1 FY13 Result Update

LIC Housing Finance (LICHF) in Q1 FY13 reported total net income (NIl + non-
interest income) of Rs.379 cr down 3% YoY (6% QoQ). The fall in total net
income was due to increase in interest expenses by 37% YoY (9% QoQ) as
against 26% YoY (6% QoQ) increase in interest income led by decline in margins
(NIMs declined by 60bps YoY). The pre provision profit for the quarter stood at
Rs.327 cr down 6% YoY due to increase in operating expenses by 24% YoY.
Thus, PAT declined by 11% YoY (10% QoQ) to Rs.228 cr.

Strong loan growth led by individual portfolio

Outstanding loan book grew by 24% YoY (4% QoQ) to Rs.65,644 cr led by robust
growth of 28% YoY (5% QoQ) in individual loan portfolio. While, in Q1 FY13
project loans declined by 24% YoY (5% QoQ) resulted in increase in Individual:
project loan ratio to 95:5 from 92:8 YoY (95:5 Qo0Q). Management targets to
increase the share of project loans in the overall to 6% by March 2013 (v/s 5% as
on FY12).

Disbursement grew by 35% YoY (down 28% QoQ) to Rs.4,791 cr led by 29% YoY
growth in individual loans disbursement and 317% YoY growth in project loan
disbursement. Management targets quarterly disbursements of Rs.500-1,000 cr in
project loan segment which should outpace quarterly repayment. Thus, portfolio
should grow in next few quarters. Also, guided disbursements of Rs,22,000 cr in
the individual segment and Rs,2,000 cr in the developer segment.

NIMs declined led by increase in cost of funds

NIMs declined by 26bps QoQ to 2.18% led by increase in cost of funds. Yield on
advances remains flat QoQ at 10.7% while cost of funds increased sharply by
36bps QoQ to 9.58% due to some high cost borrowings done at the end of March
2012. Management targets NIMs in the range of 2.5% - 2.7% by end of FY13 and
spread in the range of 1.6% - 1.7% which would be led by increasing developer
loan portfolio and re-pricing of teaser loan portfolio.

Asset quality deteriorated — Seasonal phenomenon

Asset quality deteriorated with GNPA in absolute terms increased by 77% QoQ
due to seasonal phenomenon as the individual loan portfolio witnesses stress in
Q1.. However, GNPA % declined to 0.7% from 0.8% YoY. With decline in PCR to
47% from 67% QoQ, NNPA declined to 0.4% from 0.14% QoQ. With teaser loan
provisions of Rs.250 cr available for write back from Q1 FY14 as per NHB
requirement, PCR would move back to 70%.

Processing fees remain subdued

Processing fees declined to Rs.29 cr from Rs.34 cr QoQ due to abolishment of pre
payment charges and lower share of developer loans. We believe as the
developer portfolio grows, fee income should improve to that extent (LICHF
charges 0.5-1.0% processing fees on builder loans on a case-to-case basis).

Teaser loan re-pricing schedule

» Q1 FY13 - Rs.800 cr (got over during the quarter)
» Q2FY13-Rs.2,500 cr

» Q3 FY13 & Q4 FY13 - Rs.5,500 cr

» Q1 FY14 — balance to be re-priced

Loans are expected to re-priced at 11.5% - 11.9% from 8.9%.
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Outlook & Valuation

LICHF reported better disbursement growth in developer loans and better
individual loan portfolio growth in high interest rates environment. Also,
Management guided improvement in margins led by re-pricing of of fixed loan
disbursed 3 year back, which are currently at 8.9% interest rate, to floating rate of
11.5% - 11.9% from July 2012. The higher yield Developers’ loan currently stands
at close to 5% of the total loan portfolio, with the revival of the real estate market
in various cities (eg. Chennai, Coimbatore, Pune) the management expects strong
growth in Developers’ loan segment and has guided that the share will increase to
close to 6% by FY13. This will further boost the NIMs for LICHF.

At CMP of Rs.245 LICHF is trading at 1.8x its FY13E BV of Rs.134 and 1.5x its
FY14E BV of Rs.162. We value LICHF at its P/BV of 1.9x its FY14E BV of Rs.162
and maintain our target price of Rs.302. We reiterate BUY for LIC Housing finance
with an investment horizon of 12 months and upside potential of 23%.
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Exhibit 1: Yield on Assets (%), Cost of Funds (%), NIMs (%)
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Source: Company, Shah Investor’s Research

Exhibit 2: Asset Quality (%)
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Source: Company, Shah Investor’s Research

Exhibit 3: Borrowing Profile

LIC, 1.0% Others, 6.3%

NHB, 3.3%

Banks, 31.8%

NCD, 57.7%

Source: Company, Shah Investor’s Research
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Exhibit 6: Peer Comparison (based on FY12 data)

27 July 2012
Exhibit 4. Standalone Income Statement (Quarterly)
Particulars, Rs. cr Q1lFY13 Q1FY12 YoY Q4FY12 QoQ
Interest Income 1,718 1,358 26% 1,628 6%
Interest Expense 1,367 997 37% 1,257 9%
Net Interest Income 350 361 -3% 371 -5%
Non-Interest Income 29 30 -4% 34 -17%
Net Income 379 391 -3% 405 -6%
Operating Expenses 52 42 24% 85 -39%
Employee Cost 19 16 20% 21 -8%
Other Op. Exp. 31 24  28% 63 -50%
Depreciation 2 2 6% 2 -9%
Pre Prov. Profit 327 349 -6% 320 2%
Provisions 44 33 30% (2) -
Other Income 21 30 -31% 27 -22%
PBT 304 346 -12% 349 -13%
Tax 77 89 -14% 95 -20%
PAT 228 257 -11% 254 -10%
EPS, Rs. 4.5 51 -11% 5 -10%
Source: Company, Shah Investor’s Research
Exhibit 5: Key Data
Exhibit 5.1
Particulars Q1lFY13 Q1FY12 YoY Q4FY12 QoQ
Outstanding Loan Portfolio, Rs. cr 65,644 52,876 24% 63,080 4%
Individual Loan Disbursed, Rs. cr 4,470 3,468 29% 6,345 -30%
Developers Loan Disbursed, Rs. cr 321 77  317% 274  17%
Source: Company, Shah Investor’s Research
Exhibit 5.2
Particulars Q1FY13 Q1 FY12 E‘;\S( Q4 FY12 %%2
Gross NPA 0.7% 0.8% -13 0.4% 29
Net NPA 0.4% 0.4% -1 0.1% 24
NIM 2.2% 2.8% -60 2.4% -26
Yield on Advances 10.7% 10.5% 20 10.7% 0
Cost of Fund 8.3% 7.9% 40 8.2% 10
Provision Coverage 46.9% 53.6% -670 66.7% -1980

Source: Company, Shah Investor’s Research

Loan Cost /

3 CMP Mcap EPS P/IE RoA RoE NIMs  GNPA
Particulars Book FY13EBV P/BV (x) % Income - 5
Rs. Rs. Cr Rs. Cr Rs. (x) (%) (%) (%) (%)
HDFC Ltd | 674 | 100,272 | 140,875 | 28 159 4.23 245 | 29 | 227 | 7.6% 4.4 0.74 15.1
LIC HF 260 | 13,124 | 63,080 | 19 134 1.94 135 | 1.8 | 20.3 | 14.6% 2.2 0.7 9.6

Source: Company, Shah Investor’s Research
HDFC Ltd and LICHF both have a Face Value of Rs. 2 per share
*Market share in individual loan industry
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Exhibit 7: Standalone Income Statement
Particulars Rs. cr FY10 FY11 FY12 FY13E FY14E

Net Interest Income 876 1,372 1,392 1,987 2440
Non-Interest Income 187 399 232 271 295
Net Income 1,062 1,771 1,624 2,258 2,735
Operating Expenses 191 216 237 289 310
Pre Prov. Profit 871 1,555 1,387 1,969 2,425
Provisions (28) 261 156 175 198
PBT 900 1,294 1,231 1,794 2,227
Tax 249 320 317 493 612
PAT 651 974 914 1,301 1,615
EPS, Rs. 12.9 19.3 18.1 25.8 32.0

Source: Company, Shah Investor’s Research

Exhibit 8: Break up of Source of Funds
Particulars FY09 FY10 FYy11 FY12

Term Loans from Schedule Banks 31.9% 33.6% 27.7% 32.0%
Non Convertible Debentures 49.6% 52.0% 57.3% 57.7%
Term Loan from LIC of India 5.3% 3.0% 1.7% 1.0%
Refinances from NHB 5.8% 4.0% 3.4% 3.3%
Sub. & Tier 1l bonds 6.3% 6.0% 7.7% 5.3%
Public Deposits 0.6% 1.0% 0.5% 0.5%
Others 0.5% 0.5% 1.6% 0.2%

Source: Company, Shah Investor’s Research

P/BV Band
500 -

450 -

400 -

350 -

300 -

250 H

200 A

150

100 +

50 A

0 T T T T
A d & ® D
Q N ) N Q

S &L S eSS

N R N QRGO SN AN

Source: Company, Shah Investor’s Research

P/BV Valuation

At CMP of Rs.245 LICHF is trading at 1.8x its FY13E BV of Rs.134 and 1.5x its FY14E BV of
Rs.162. We value LICHF at P/BV of 1.9x its FY14E BV of Rs.162 and maintain our target
price of Rs.302. We reiterate BUY for LIC Housing finance with an investment horizon of 12
months and upside potential of 23%.
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Technical Corner

LIC HOUSING FIM (262.000, 262.000, 240,100, 241.300,-17.7000)

LICHF on weekly chart had been trading & progressing in an Upward Sloping Price Channel taking support at the lower
end of the Price Channel and marking Resistance at higher end of the Price Channel. Currently LICHF has shown
unwillingness to breach the upper trend line of price channel and is trading below the median line of channel indicating
some amount of weakness in the stock. However we believe LIC to trade within the price channel and start the up move
taking support of the lower trend line. Investor can buy LIC HSG at CMP with stop loss of 215 for target of 290-295.
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Contact Details

Shah Investor’s Home Ltd
105/B, 1* Floor, Sahayog Tower,
Above Central Bank of India,
SV Road, Kandivali (W)

Mumbai 400 067

www.sihl.in

Contact: research@sihl.in, +91-2801 6715/16
You can also access our reports on Bloomberg (ERH SIH<GO>)

Disclaimer:-

The Information provided by SMS or in newsletter or in any document has been prepared by Shah Investor's Home
Ltd (SIHL). The Information provided by SMS or in newsletter does not constitute an offer or solicitation for the purchase or
sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from
publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it
should not be relied on as such. SIHL or any of its affiliates/ group companies shall 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 or SMS. This
Information provided by SMS, reports or in newsletter is provided for assistance only and is not intended to be and must not
alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information.
Each recipient of this Information provided by SMS, report or in newsletter should make such investigation as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this information
provided by SMS, report or in newsletter (including the merits and risks involved), and should consult his own advisors to
determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all
investors. This information is strictly confidential and is being furnished toyou solely for your information.

The information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other
person or published, copied, in whole or in part, for any purpose. The information provided by report or SMS 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 SIHL and affiliates/ group companies to any registration or licensing requirements within such jurisdiction.
The distribution of this Information provided by SMS or in newsletter in certain jurisdictions may be restricted by law, and
persons in whose possession this Information provided by SMS or in newsletter comes, should inform themselves about and
observe, any such restrictions. The information given or Information provided by SMS, report or in newsletter is as of the date
of the issue date of report or the date on which SMS provided and there can be no assurance that future results or events will
be consistent with this information. This information is subject to change without any prior notice. SIHL reserves the right to
make modifications and alterations to this statement as may be required from time to time. However, SIHL is under no
obligation to update or keep the information current.

Nevertheless, SIHL is committed to providing independent and transparent recommendation to its client and would
be happy to provide any information in response to specific client queries. Neither SIHL nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past
performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in the
Information provided by SMS, report or in newsletter are provided solely to enhance the transparency and should not be
treated as endorsement of the views expressed in the report. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations
or views expressed in this report.

7|Page


http://www.sihl.in/
mailto:research@sihl.in

