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Research Analyst — Aman Agrawal

PNB Housing Finance

Date: 29 July 2025 Price: 1005 Action: BUY
Industry/Sector Target Price Upside Potential Investment Duration
NBFC — Housing Finance 1194 to 1216 19% to 21% 12 to 15 Months
About Company:

e PNB Housing Finance was promoted by Punjab National Bank (PNB), one of India's largest public sector banks.
PNB remains a significant shareholder, currently holding 28.1% as of Q1 FY26 (after the complete exit by Carlyle
Group on 2 May 2025 — sold 10.44% of stake)

e Company has an Assets Under Management (AUM) of INR 82,100 cr.

(INR Crore) Segment Mix Retail Product Mix Retail Profile Mix
66.986 75,765 71,132
38.8% 39.1% 39.1%
-
&
1}
<
c
§ 72.2% 71.5% 71.3% 61.2% £0.9% 60.9%
30-Jun-24 31-Mar-25 30-Jun-25 30-Jun-24 31-Mar-25 30-Jun-25 30-Jun-24 31-Mar-25 30-Jun-25
Corporate [l Retail Il Non Housing Loan Individual Housing Loan M Self Employed Salaried

Retail Product Mix Retail Profile Mix ; .

- - ) Live loan accounts serviced by the Company crossed 3,40,000 as
- 4,363 4,980 on 30-Jun-25
c
£ Average ticket size for Individual Housing loan and Retail Non-
a Housing at INR 29 lac and INR 26 lac respectively (as on 30-Jun-25)
0
8 74.0% 66.8%

1 FyzE y—— =y pr=—— ) Affordable and Emerging Markets segment contributes 50% in Q1

Q Q Q Q FY25 of the Retail disbursement
[l Non Housing Loan Individual Housing Loan Self employed [l Salaried
°

Top 5 State share in the Retail Loan Asset (%)

State 30-Jun-25 30-Jun-24
Maharashtra 21.0% 24.0%
Tamil Nadu 12.1% 11.0%
Delhi NCR 11.0% 11.5%
Telengana 9.0% 9.5%

Karnataka 8.7% 8.3%




Historical Financial Performance:
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Interest Income

Add: Net gain on fair value changes

Add: Income on derecognized (assigned) loans
Less: Finance Cost

Net Interest Income

Net Fees and other Income

Gross Income

Operating Expenses

Less: Employee Benefit Expenses

Less: Fee & Commission Expenses
Less: Net loss on fair value changes
Less: Other Expenses

Less: Impairment on assets held for sale
Less: Depreciation and Amortisation
Operating Profit

Less: Impairment on financial instruments & Write-offs
(Expected Credit Loss)

Profit Before Tax

Less: Tax Expense

Net Profit after Tax

Add: Other Comprehensive Income
Total Comprehensive Income

EPS (Basic)

1,980
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Q1 FY26 Results & Conference Call (22 July 2025) Key Points:

e Retail Loan Assets grew by 18% YoY to INR 76,923 cr. and total AUM grew by 13% YoY to INR 82,100 cr.

e Pre-Provision Operating Profit (PPOP) grew by 17% YoY to INR 632 cr., showcasing strong operational
performance before provisions.

e Net Profits grew by 23% YoY to INR 354 cr.

e Net Interest Income (NII) grew by 17% YoY to INR760 cr.

e Company reported a negative credit cost of-27 bps, primarily driven by recoveries from previously written-off
loans, a strong indicator of effective asset quality management and recovery efforts.

e Cumulatively, company has recovered INR 218 cr. from its written-off pool over the past 5 quarters, as reported
in Q1 FY26. This comes after the company had previously written off INR 700 cr. in corporate loans and INR 400
cr. in retail loans during Q1 FY25.

e The recovery of INR 57 crore from the total written-off pool in Q1 FY26 (40 cr. from retail and 17 cr. from
corporate). Aiming for INR 300 crore recoveries across retail and corporate in FY26.

e Return on Assets (ROA) stood at a healthy 2.57% (annualized) for Q1 FY26, up from 2.55% for FY25, indicating
efficient asset utilization.

e Retail loan book grew by 18% YoY to INR 76,923 cr. Retail loans now constitute 99% of the total loan book.

e Affordable Housing segment loan asset witnessed a remarkable 143% YoY growth to INR 5,744 cr. This indicates
successful penetration into this critical, high-growth and government-supported segment (PMAY 2.0).

e Gross Non-Performing Assets (GNPA) improved significantly, decreasing to 1.06% as of June 30, 2025, down
from 1.35% a year ago and 1.08% in Q4 FY25.

e Net Non-Performing Assets (NNPA) remained stable at 0.69%, indicating effective provisioning.

e Approximately 66% of total borrowings are floating rate, providing flexibility in interest rate management.

Peer Comparison:

Amounts In Cr. PNB Housing Finance| Bajaj Housing Finance | LIC Housing Finance
Market Cap 26,156 96,597 32,897
Price to Book Value (P/B) 1.9 4.84 0.9
Loan Book (AUM) 82,100 120,420 307,732
Credit Cost as % of AUM -0.27% 0.16% 0.09%
GNPA 1.06% 0.30% 2.47%
NNPA 0.69% 0.16% NA
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Price Movement Comparison b/w PNB Housing Finance and Benchmarks (Nifty50 & Nifty500):
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Conclusion:

e Our outlook on PNB Housing Finance is positive and we recommend a BUY at the current market price for
investors with a medium to long term horizon.

e PNB Housing Finance appears strategically positioned to capitalize on an evolving economic and housing market
landscape. The company's liability structure, with 66% linked to floating rates, offers a significant advantage in
a declining interest rate environment, facilitating a quicker reduction in borrowing costs. This agility is expected
to help maintain or even enhance its Net Interest Margins (NIMs), aligning favourably with the general benefit
lower interest rates offer NBFCs, albeit with a typical lag of 3 to 6 months.

e Despite short-term headwinds of credit cost increase, stress in MFI segment and NIM compression because of
declining Interest rates at Industry level, our view on PNB Housing Finance remains optimistic. We believe strong
management capability (effective control over credit cost, GNPA and NNPA) may mitigate potential future risks
and deliver projected growth rates for Profit After Tax (PAT), Pre-Provision Operating Profit (PPOP), estimated at
15% to 18% for FY26. We believe this investment presents an upside potential of 19% to 21% over a 12-to-15-
month investment horizon.
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Disclaimer: This document has been prepared by Bajaj Capital Markets Limited, BCML (formerly known as Just Trade Securities Itd, JTSL)

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument / security(ies) or as an
official confirmation of any transaction. Further this document/report should not be construed as an investment advice. Readers
should take independent advice from their Financial Advisor, before acting upon or taking any decision based on this document/report.
The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent that
information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for
information purpose 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 out of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of BCML may have issued other documents/reports that are inconsistent with and reach to a different conclusion from the
information presented in this document/report.

This document/report 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 BCML and affiliates to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

In no event shall BCML, any of its affiliates or any third party involved in, or related to, computing or compiling the information herein
have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not
necessarily reflect those of BCML and/or its affiliates.

This document/report is subject to changes without prior notice and may contain confidential and/or privileged material and is not
for any type of circulation. Any review, retransmission, or any other use is prohibited.

BCML will not treat recipients as customers by virtue of their receiving this document/report.

BCML, its directors, employees and/or its associates/affiliates or their employees may have interest and/or hold position(s), financial
or otherwise in the securities mentioned in this document/report.



