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Strong show continues… maintain BUY with revised target price
of Rs 5,435

Rs.mn Q4FY15 Q3FY15 Q4FY14 Q‐o‐Q % Y‐o‐Y % INSPL Q4FY15E Variance(%)
Net Interest Income 7,414 8,240 5,532 -10.0 34.0 7,533 -1.6
Pre Provision Profit 4,583 5,009 3,389 -8.5 35.2 4,483 2.2
Net Profit 2,310 2,584 1,821 -10.6 26.8 2,393 -3.5
Adj Net Profit 2,484 2,584 1,821 -3.9 36.4 2,393 3.8
Source: IndiaNivesh Research

Bajaj Finance Ltd (BFL) continues its strong show on all fronts with Net Interest
income of Rs 7.4 bn, largely inline with expectation of Rs 7.5 bn led by healthy
Asset Under Management (AUM) growth of 35% yoy. As expected, NIMs (calc)
declined by 183 bps qoq to 9.4%. Operating profit was marginally ahead of
expectation at Rs 4.6 bn, up 35% yoy. Net profit was slightly below expectation at
Rs 2.3 bn mainly due to excess provisioning of ~Rs 174 mn. However adjusting for
excess provisioning, Net profit was ahead of expectation. Asset quality continues
to remain strong at Gross and Net NPA of 1.5% and 0.45% respectively. We tweak
our earnings estimates / ABV by -2% / 0-1% for FY16E and FY17E respectively. We
continue to maintain BUY with revised target price of Rs 5435, valuing it at 4x
FY17E ABV.

Result update
AUM growth remains strong:
AUM growth of BFL remains strong at 35% yoy to Rs 324 bn led by strong growth in
Consumer financing of 42% yoy and SME financing of 33% yoy. Consumer durables
have grown at healthy pace of 53% yoy led by higher sales of TVs on back of Cricket
world cup. Two wheeler financing penetration increased to 31% of Bajaj Auto’s
domestic sales as against 28% in FY14. LAP / Mortgage have delivered a lower growth
of ~14% as the company is facing competition in the segment. Management has
guided for loan growth of 20-25% for FY16.

(Rs mn) % of total Q4FY15 Q4FY14 % YoY Q3FY15 % QoQ
Asset under management 100.0 324100 240610 34.7 308220 5.2
AUM - Consumer 40.7 132020 93280 41.5 117850 12.0
AUM - SME business 52.9 171360 128500 33.4 170510 0.5
AUM - Commercial 5.4 17390 18330 ‐5.1 17510 ‐0.7
AUM - Rural 1.0 3330 500 566.0 2350 41.7
Source: Company, IndiaNivesh Research

NIMs declined on back of seasonality:
NIMs (Calc) of BFL declined by 183 bps qoq to 9.4% mainly due to decline in yields
on assets (Calc)  by 183 bps qoq. Net Interest income grew by 34% yoy to Rs 7.4 bn,
largely inline with expectation of Rs 7.5 bn. 54% of Borrowing of BFL are bank
borrowings, 43% are market borrowings (which includes CP and NCDs) and remaining
3% are retail fixed deposits.

Yields/Costs/Margins (%) Q4FY15 Q4FY14 YoY bps Q3FY15 QoQ bps
NIM 9.4 9.5 ‐13 11.2 ‐183
Yield on funds 17.1 17.3 ‐13 19.3 ‐214
Cost of funds 9.5 9.6 ‐8 9.9 ‐38
Source: Calculated numbers
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Result Update (contd...)

Gross/Net NPA (Rs mn) Q4FY15 Q4FY14 YoY bps Q3FY15 QoQ bps
Gross NPA 1.51 1.18 33 1.5 1
Net NPA 0.45 0.28 17 0.49 ‐4
Provision Coverage 71.0 76.0 ‐500 68.0 300
Source: Company, IndiaNivesh Research

Asset quality remains stable:
Asset quality of BFL continues to remain best in the industry at Gross NPA of 1.51%
and Net NPA of 0.45%. Provisioning coverage ratio improved to 71% from 68% in
Q3FY15.

Healthy Capital adequacy, Fund raising likely:
Capital adequacy of BFL remains strong at 18% with Tier I capital of 14.2%. Further
the company is planning for QIP of Rs 14 bn and also to issue 0.925 mn warrants to
promoter Bajaj Finserv at Rs 4400 per share. Assuming that company raise capital
(by way of QIP) at current market price of Rs 4500, then it will lead to dilution of
6.2% of equity. However on positive note, it will lead to increase in adjusted book
value by 16%-18% for FY16E and FY17E. As a result ROE is likely to come down by
400-430 bps for FY16E and FY17E to 16.5-17% from 21% estimated earlier.

FY16E FY17E FY16E FY17E
ABV (Rs) 1149 1357 1338 1604
ROE (%) 20.8 20.8 16.5 16.9
Source: IndiaNivesh Research

Pre Issue Post Issue

Valuation
BFL has maintained its growth momentum with healthy Asset Under Management
(AUM) growth of 35% yoy in Q4FY15 led by strong growth in both Consumer and
SME financing. Asset quality also remains strong at Gross NPA of 1.5% and Net NPA
of 0.45% which is one of the best in the industry. We are expecting earnings growth
of 22% CAGR for FY15-17E and ROE / ROA of 21% / 3%. At CMP of Rs 4499, BFL is
trading at P/ABV of 3.9x and 3.3x for FY16E and FY17E respectively. We continue to
maintain buy rating on BFL with revised target price of Rs 5435, valuing at 4x FY17E
ABV.

Old New % Change Old New % Change
Net Interest Income 36950 35886 -3 45309 43774 -3
Pre Provision Profit 21948 21773 -1 26616 26240 -1
Net Profit 11366 11169 -2 13678 13413 -2
ABV (Rs) 1153 1151 0 1367 1359 -1
Source: IndiaNivesh Research

Revisit estimates (mn)
FY16E FY17E

Pre QIP Issue Post QIP Issue
Post QIP Issue & 

Warrant conversion
FY16E FY16E FY17E

Promoter 61.6 58.0 58.7
Others 38.4 42.0 41.3
Source: IndiaNivesh Research

Holding structure (%)
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Result Update (contd...)

Rs mn Q4FY15 Q4FY14 % YoY Q3FY15 % QoQ FY15 FY14 % YoY
Interest Income 13532 10032 34.9 14164 ‐4.5 51200 37886 35.1
Interest Expense 6118 4501 35.9 5924 3.3 22483 15732 42.9
Net Interest Income 7414 5532 34.0 8240 ‐10.0 28717 22153 29.6
Other Income 762 679 12.3 601 26.8 2738 2887 ‐5.2
Net Income 8332 6450 29.2 8930 ‐6.7 31699 25001 26.8
Total  Income 14451 10950 32.0 14854 ‐2.7 54182 40733 33.0
Total  Expenditure 3749 3061 22.5 3921 ‐4.4 14284 11511 24.1
Pre provisioning profit 4583 3389 35.2 5009 ‐8.5 17415 13490 29.1
Provisions & Write Offs 1138 622 83.0 1079 5.5 3846 2578 49.2
Profit Before tax 3446 2768 24.5 3931 ‐12.3 13569 10912 24.4
Tax 1136 947 20.0 1347 ‐15.7 4591 3722 23.4
Net Profit 2310 1821 26.8 2584 ‐10.6 8979 7190 24.9
EPS (Rs) 46.1 36.3 26.8 51.5 ‐10.6 179.1 144.2 24.2
Asset under management 324100 240610 34.7 308220 5.2 324100 240610 34.7
AUM - Consumer 132020 93280 41.5 117850 12.0 132020 93280 41.5
AUM - SME business 171360 128500 33.4 170510 0.5 171360 128500 33.4
AUM - Commercial 17390 18330 ‐5.1 17510 ‐0.7 17390 18330 ‐5.1
AUM - Rural 3330 500 566.0 2350 41.7 3330 500 566.0

Key ratios bps bps
NIM 9.4 9.5 ‐13 11.2 ‐183
Yield on funds 17.1 17.3 ‐13 19.3 ‐214
Cost of funds 9.5 9.6 ‐8 9.9 ‐38
Cost to Income 45.0 47.5 ‐246 43.9 109
Gross NPA 1.51 1.18 33 1.50 1
Net NPA 0.45 0.28 17 0.49 ‐4
Provision Coverage 71.0 76.0 ‐500 68.0 300
CAR 18.0 19.1 ‐116 18.7 ‐72
Source: Company, IndiaNivesh Research

Income Statement (Rs Mn) FY14 FY15 FY16E FY17E
Interest Earned 37886 51200 63988 78054
Interest Expended 15732 22483 28103 34280
Net Interest Income 22153 28717 35886 43774
Other Income 2848 2983 3735 3947
Net Income 25001 31699 39621 47721
Total Income 40733 54182 67724 82002
Total Expenses 11511 14284 17848 21481
Pre Provision Profit 13490 17415 21773 26240
Provisions 2578 3846 4851 5917
Profit before tax 10912 13569 16922 20323
Tax 3722 4591 5754 6910
Net Profit 7190 8979 11169 13413
Source: IndiaNivesh Research

Balance Sheet (Rs Mn) FY14 FY15 FY16E FY17E
Liabilities
Equity 498 500 500 500
Reserves and Surplus 39411 47497 58762 69517
Net Worth 39909 47997 59262 70017
Borrowings 197496 266900 330323 398182
Other Liabil ities & Provisions 7220 11515 13005 14113
Total Liabilities 244625 326412 402590 482312
Assets
Assets on Finance 229710 311990 386127 465451
Net Block 2199 2492 2741 3015
Other Assets 12434 11660 13722 13846
Total Assets 244625 326299 402590 482312
Source: IndiaNivesh Research

Valuation Ratios FY14 FY15 FY16E FY17E
Earning Per Share (Rs) 145 180 223 268
Book Value Per Share (Rs) 802 960 1185 1400
Adj Book Value Per Share (Rs) 783 931 1151 1359
Dividend Per Share (Rs) 16.1 18.0 20.5 22.5
P/E (x) 31.1 25.1 20.1 16.8
P/BV (x) 5.6 4.7 3.8 3.2
P/ABV (x) 5.7 4.8 3.9 3.3
Growth Y‐o‐Y (%)
Asset Under Management 37.4 34.7 23.8 20.5
Borrowings 50.4 35.1 23.8 20.5
Balance Sheet 38.1 33.4 23.4 19.8
Net Interest Income 28.9 29.6 25.0 22.0
Other Income 52.6 4.7 25.2 5.7
Net Profit 25.2 24.4 24.7 20.1
Return Ratios (%)
ROAE 19.6 20.4 20.8 20.8
ROAA 3.4 3.1 3.1 3.0
Yield / Margin (%)
Yield on Funds 18.2 18.1 17.6 17.6
Cost of Funds 9.6 9.7 9.4 9.4
Interest Spread 8.7 8.5 8.2 8.2
Net Interest Margin 10.7 10.2 9.9 9.9
Net Profit Margin 17.7 16.6 16.5 16.4
Dividend Yield 0.4 0.4 0.5 0.5
Other Ratios (%)
Cost / Income 46.0 45.1 45.0 45.0
Provision Coverage Ratio 75.1 69.0 70.0 70.0
Net NPA 0.3 0.5 0.4 0.4
Source: IndiaNivesh Research
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Result Update (contd...)

IndiaNivesh Research is also available on Bloomberg INNS, Thomson First Call, Reuters and Factiva INDNIV.
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