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BSE SENSEX S&P CNX   CMP: INR331 TP: INR540 Buy 26,430 7,879 

Bloomberg DEWH IN 

Equity Shares (m) 128.2 

M.Cap. (INR b) / (USD b) 42.4/0.7 

52-Week Range (INR) 423/134 

1, 6, 12 Rel. Per (%) -1/25/89 

 

Financials & Valuation (INR Billion) 

Y/E March 2015E 2016E 2017E 

NII  12.8 15.5 18.9 

PPP 10.6 12.9 15.8 

Adj. PAT 6.5 8.0 9.8 

EPS (INR) 50.8 62.0 76.5 

EPS Gr. (%) 23.2 22.2 23.3 

BV (INR) 314 359 416 

RoAA (%) 1.4 1.3 1.3 

RoE (%) 17.1 18.4 19.7 

Payout (%) 20.9 20.9 20.9 

Valuations       

P/E (x) 6.5 5.3 4.3 

P/BV (x) 1.1 0.9 0.8 

P/ABV (x) 1.1 0.9 0.8 

Div. Yld (%) 3.0 3.7 4.6 
 

  Dewan Housing Finance’s (DEWH) 2QFY15 PAT grew 18% YoY and 3.5% QoQ to 
INR1.52b. Healthy AUM growth of +28% YoY (+5.3% QoQ), margin improvement of 
5bp YoY to 2.75% and stable asset quality with GNPAs of 78bp were the key 
highlights of the quarter. 

 Business growth momentum remained strong during the quarter, with sanctions 
and disbursements growing at a faster clip by +38% YoY (3.6% QoQ) to INR61.2b 
and +30% YoY to INR42.6b respectively. AUM grew 28% YoY (+5% QoQ) to 
INR493.5b, while the loan book grew ~25% YoY (+4% QoQ) to INR447b.  

 During the quarter, DEWH securitized assets worth INR7.4b. Off balance sheet 
AUM stood at INR46b; off balance sheet AUM share in overall AUM stood at 9.4% 
v/s7.2% in 2QFY14. 

 Asset quality remains healthy, with GNPAs of 78bp (improved 1bp QoQ), while 
NNPAs were nil with PCR of 107%.  

 Reported margins stood at 2.75%, up 5bp YoY. The improvement in margins was 
driven by a) increasing proportion of non-housing portfolio (LAP and commercial) 
and b) increasing proportion of bonds and replacing the same with high cost bank 
deposits.   

 Valuation and view: DEWH continues to perform well on growth, margins and 
asset quality fronts. We expect the loan growth to remain healthy at a CAGR of 
~23% over FY15E-17E. Margins continue to hold well thus demonstrating pricing 
power. Asset quality remains among the best, with GNPAs of just 80bp and almost 
zero net NPAs. Strong visibility on business growth and margins, superior asset 
quality, healthy provision cover and healthy return ratios are key positives. The 
stock trades at an attractive valuation of 1.1x/0.9x FY15E/16E BV. Maintain Buy 
with a target price of INR540 (1.5x FY16E BV).   

 

 

Investors are advised to refer through disclosures made at the end of the Research Report. 
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Business growth momentum remain strong; AUM growth +28% YoY  
 Business growth momentum remained strong during the quarter, with sanctions 

and disbursements grew at a faster clip by +38% YoY (3.6% QoQ) to INR61.2b 
and +30% YoY to INR42.6b, respectively. AUM  grew 28% YoY (+5% QoQ) to 
INR493.5b, whereas loan book  grew ~25% YoY (+4% QoQ) to INR 447b.  

 The management remains confident of +25% AUM growth for next 3 years 
(AUM growth target of INR750b by FY17) however the on balance sheet growth 
will be capped at 18-20% in order to conserve capital.  

 The proportion of non-housing loans (Commercial, LAP & Builders)in the overall 
mix increased to 23% v/s 21.4% in 1QFY15 and  18.7% in 2QFY14.  

 The average ticket size for the outstanding loan book increased to INR1.1m v/s 
INR1m in 2QFY14. 

 
Margin improve 5bp YoY; change in liability mix to drive further margin 
expansion 
 Reported margins stood at 2.75% up 6bp YoY; the improvement in margins was 

driven by a) increasing proportion of non-housing portfolio (LAP & commercial) 
and b) increasing proportion of bonds and replacing the same with high cost 
bank deposits.   

 While Banks and FI continue to remain a dominate share in overall borrowings, 
during the quarter borrowing through this source is partially replaced by NCDs. 
Share of NCDs increased to 24% in 2QFY15 (20% in 4QFY14) and Bank and FI 
borrowings reduced to 64% (68% a year ago) 
 

Asset quality remains healthy; PCR of +100%  
 Exposure to high-risk low-income customers; despite that DHFL's has been able 

to maintain strong asset quality. DHFLs gross NPA ratio was <1.6% over last 10 
years. 

  Asset quality remains healthy with the GNPA of 78bp (improved 1bp QoQ); 
NNPA were nil with PCR of 107%. Provisioning expenses (including for standard 
assets) were stable QoQ at INR200m. 

 
Valuation and view 
 DEWH continues to perform well on growth, margins and asset quality front. We 

expect the loan growth to remain healthy at a CAGR of ~23% over FY15-17. 
Margins continue to hold well demonstrating the pricing power. Asset quality 
remains one of the best with almost GNPA of just 78bp and almost zero net 
NPAs.  

 Key concerns: 1) Debt / Equity ratio stands high at +11x, 2) Though the asset 
quality performance has remained healthy, it remains monitorable 3) Cost to 
income ratio remains higher than peers at 30%+ 

 Strong visibility on business growth and margins, superior asset quality, healthy 
provision cover and healthy return ratios are key positives. The stock trades at 
an attractive valuation of 1.1x/0.9x FY15/16E ABV.  Maintain Buy with a price 
target of INR540 (1.5x FY16 BV).            
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Story in charts 
 

Exhibit 1: Sanctions grew at healthy +38% YoY (INRb) 
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Exhibit 2: Disbursement growth at +30% YoY 
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Exhibit 3: Margins improve 5bp YoY  (%) 
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Exhibit 4: AUM Mix: Non-retail now forms 23% of AUM 
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Borrowing from bonds increase 500bp TYD 
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Exhibit 5: Asset quality remain stable; PCR +100% (%)  
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EPS: MOSL forecast v/s consensus (INR) 
 MOSL Consensus Variation  
 Forecast Forecast (%) 

FY15 50.8 50.3 1.0 

FY16 62.0 62.6 -1.0 
 

Shareholding pattern (%) 

 Sep-14 Jun-14 Sep-13 

Promoter 39.2 39.2 39.3 

DII 4.9 5.5 9.5 

FII 25.2 25.5 29.0 

Others 30.8 29.8 22.2 
Note: FII Includes depository receipts 

Stock performance (1-year) 
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Financials and valuations 
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Disclosures 
This research report has been prepared by MOSt to provide information about the company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This 
report is for personal information of the select recipient and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to 
invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been 
furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into 
account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable 
for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and 
investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. 
 

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have investment banking and other business 
relationships with a significant percentage of the companies covered by our Research Department Our research professionals provide important input into our investment banking and other business selection 
processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek investment banking or other business from the company or companies that are the subject of this material and that 
the research professionals who were involved in preparing this material may participate in the solicitation of such business. The research professionals responsible for the preparation of this document may 
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. Our research professionals are paid in part based on the 
profitability of MOSt which include earnings from investment banking and other business. MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from 
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. Additionally, MOSt generally prohibits its analysts and persons reporting to analysts from serving as an 
officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals  or affiliates may provide oral or written market commentary or trading 
strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with 
the recommendations expressed herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest . MOSt and 
its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in 
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or 
lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.   
 

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt MOSt or any of its 
affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt or any of its affiliates or employees responsible for any such misuse and further agrees to 
hold MOSt or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The 
information contained herein is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt’s interpretation of the 
data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not 
intended to be a complete statement or summary of the securities, markets or developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, MOSt 
and/or its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so. MOSt or any of its 
affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. MOSt or any of 
its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of 
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations.  
 

Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its 
contents.  
 

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of 
Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report. 
 

Disclosure of Interest Statement DEWAN HOUSING FINANCE 
 Analyst ownership of the stock  No  
 

Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or 
will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally responsible 
for preparation of MOSt research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 
 

Regional Disclosures (outside India) 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to 
law, regulation or which would subject MOSt & its group companies to registration or licensing requirements within such jurisdictions. 
 

For U.K.  
This report is intended for distribution only to persons having professional experience in matters relating to investments as described in Article 19 of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005 (referred to as "investment professionals"). This document must not be acted on or relied on by persons who are not investment professionals. Any investment or investment activity to 
which this document relates is only available to investment professionals and will be engaged in only with such persons. 
 

For U.S. 
Motilal Oswal Securities Limited (MOSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the United States. 
In addition MOSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state 
laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by MOSL, including the products and services described herein 
are not available to or intended for U.S. persons.  
 

This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major institutional 
investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which this document relates is only available to major 
institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as 
amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission ("SEC") in order to conduct business with Institutional Investors based in the U.S., MOSL has 
entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be 
executed within the provisions of this chaperoning agreement.  
 

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer, 
MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research 
analyst account. 
 

For Singapore  
Motilal Oswal Capital Markets Singapore Pte Limited is acting as an exempt financial advisor under section 23(1)(f) of the Financial Advisers Act(FAA) read with regulation 17(1)(d) of the Financial Advisors 
Regulations and is a subsidiary of Motilal Oswal Securities Limited in India. This research is distributed in Singapore by Motilal Oswal Capital Markets Singapore Pte Limited and it is only directed in Singapore 
to accredited investors, as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time.  
In respect of any matter arising from or in connection with the research you could contact the following representatives of Motilal Oswal Capital Markets Singapore Pte Limited: 
Anosh Koppikar Kadambari Balachandran 
Email : anosh.Koppikar@motilaloswal.com Email : kadambari.balachandran@motilaloswal.com 
Contact : (+65)68189232 Contact : (+65) 68189233 / 65249115  
Office Address : 21 (Suite 31),16 Collyer Quay,Singapore 04931  
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