
 
 

  
 

 
Please refer to our disclaimer given at the last page.        |1  | 

 

 

Home First Finance Company (Home First) has reported a 

strong set of numbers for Q2FY22, supported by better margin 

(NIM 5.2% vs 4.9% QoQ), lower provisions (Credit Cost 0.3% 

vs 1.1% QoQ) and higher other income (24.8% YoY/3.9% 

QoQ). Asset quality has been quite resilient, with collection 

efficiency improved to 98% in Sep’21. Even Bounce rates 

improved to 15% in Oct’21 vs 16.5% in Q2FY22 (18.3% in 

Q1FY21). Total restructuring was just at 0.8% as of Sep’21. 
 

• NII came in at INR 601.7 Mn, 8.5% QoQ / 47.6% YoY.  

• Net Income stood at INR 920.6 Mn, 3.3% QoQ / 74.9% YoY.  

• PPOP came in at INR 596.4 Mn, -1.7% QoQ / 102% YoY.  

• Provisions came in at INR 33.3 Mn, -74.5% QoQ / -72.2% YoY.  

• PAT came in at INR 448.7 Mn, 27.8% QoQ / 213% YoY.  

• EPS stood at INR 5.1 vs INR 4.0 QoQ / INR 1.8 YoY. 
 

Financial Highlights 

• Home First’s disbursement crosses Rs 500 cr for the first time and 

stood at ~ Rs 515 Cr, up by 112% YoY and 69.1% QoQ in Q2FY22. 

AUM up by 23.8% YoY and 7.5% QoQ to Rs 4,617 Cr in Q2FY22, 

mainly led by home loan segment (24% YoY/weightage 92%) and LAP 

segment (55% YoY/ weightage 6%). However, developer finance book 

(weightage 0.68%) declined by 55% to Rs 314 Mn. We strongly 

believe that the company will continue with its strategy of focussing 

on the affordable housing financing segment and limit the share of 

non-HL products to < 10% in the near-medium term 

• Portfolio quality has improved during Q2FY22, with GNPAs declined 

by 20 bps QoQ to 1.7%, while NNPAs down by 21bps QoQ to 1.2%. 

On provisions, ECL provision as of September 2021 is at Rs 496 Mn 

resulting in a total provision to loan outstanding ratio at 1.3%; out of 

which 29.6% provisioning on stage-3 (vs 26.2% QoQ), 12.1% on 

stage-2 (vs 11.6% QoQ), and 0.4% on stage-1 assets.  

• 1+DPD declined to 7.6% (vs 8.9% QoQ), while 30+ DPD dropped to 

5.2% (vs 5.8% QoQ). With the normalization of collections and 

business momentum, 1+ DPD print should gradually approach its 

pre-covid range of 3- 5%. The company is looking to a normalized 

Stage 3 ratio of sub-one percent level in next few quarters. This will 

further strengthen confidence in the underwriting standards of 

Home First. 

Financial Summary 

Y/E Mar (Rs Bn) FY20 FY21 FY22E FY23E 

NII 1609 2035 2576 3361 

Net profit 795 1001 1507 2208 

Net worth 9334 13805 15312 17521 

Adj BVPS 116 153 171 196 

EPS (Rs) 10 11 17 25 

P/ABV (x) 5.2 3.9 3.5 3.1 

P/E (x) 59 52 35 24 

RoA (%) 2.7 2.5 3.1 3.8 

RoE (%) 10.9 8.7 10.4 13.5 

Source: Dalal & Broacha Research, Company 
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JUST GETTING STARTED; BEST IS YET TO COME! 
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• We believe there is a good chance loan growth can surprise on the 

upside, especially in H2FY22E and FY23E, on the back of multiple 

tailwinds such as higher branch productivity due to early adoption of 

digital technology (centralized underwriting and a single cloud-

based system for loan processing), potential business from new 

locations and government incentives for home buyers. 

• The company’s cost to income ratio stood at 35.2% (+333 bps QoQ), 

backed by higher opex growth of 14% QoQ vs net income (NII + 

other income) growth of 3% QoQ in Q2FY22. During the quarter, 

higher opex was largely due to higher volume and other expenses. 

• The company’s opex to assets ratio stood at 2.8% (vs 2.5% QoQ) in 

Q2FY22, which will likely to go up further in H2FY22 mainly due to 

expansion and other business-related expenses. According to 

management, the opex to assets ratio will be ~ 3% in FY22. With the 

growing productivity of existing branches and greater adoption of 

digital technology, we believe that Home First will reduce its opex to 

assets ratio meaningfully in the next few years. 

• With capital adequacy ratio (post completion of IPO) of 56% 

compared to 15% regulatory threshold, Home First is well positioned 

to grow without the need to raise capital over the medium-term. It 

has sufficient headroom for debt capital to fund its planned growth 

and will likely to tie up additional funds at competitive rates 

accordingly. 

• Spread on loans stood at 5.6% in Q2FY22 vs to 5.5% QoQ and 4.8% 

YoY, supported by stable portfolio Yield (12.8% vs 12.7% QoQ) and 

better cost of borrowings (7.1% vs 7.2% QoQ).  According to 

management, spread will come down in coming quarters and will be 

maintained at around 4.7-5.0% on a sustainable basis. There is 

limited room for further  reductions in the cost of borrowing. 
 

Valuation and outlook 

We like Home First because of its Niche positioning, solid profitability and sustainable growth 

trajectory. Besides, its ability to leverage technology for better service delivery, funding availability 

with competitive cost of funds and investment by marque private equity players (like True North, 

Warburg Pincus, Aether Mauritius and Bessemer India) adds to positivity. We believe that it offers an 

‘early stage’ investment opportunity given strong growth momentum, focused strategy and high 

capitalization. We have already seen similar instances wherein such companies have delivered 

strong returns, the classic example being GRUH Finance – was trading at >10.7x FY19 P/BV for RoA 

of ~2.7% levels. Thus, we have assigned a 'Buy’ rating on Home First with a price target of Rs 825, 

valuing the stock at 4.2x FY23E P/Adj BV. 

Bounce Rates Improving (%) 

 

Source: Dalal & Broacha Research, Compan 
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Financials 

Rs Mn Q2FY22 YoY (%) QoQ (%) Q1FY22 Q2FY21 
Interest Earned 1142.5 17.9 5.6 1082 969 
Interest Expended 540.8 -3.7 2.6 527 562 

NII 601.7 47.6 8.5 555 408 

Net gain on DA 170.7           -    -11.8 194              -    

Other Income 148.2 24.8 3.9 143 119 

Net Income 920.6 74.9 3.3 891 526 

Operating Expenses 324.3 40.3 14.1 284 231 

PPOP 596.4 102.0 -1.7 607 295 

Provisions & Contingencies 33.3 -72.2 -74.5 130 120 

Profit Before Tax 563.1 220.5 18.2 476 176 

Tax 114.4 253.4 -8.6 125 32 

PAT 448.7 213.0 27.8 351 143 

Operational Details 
AUM 46170 23.8 7.5 42943 37300 

Disbursements 5152 111.9 69.1 3046 2431 

Assigned Assets 9285 23.8 9.4 8488 7501 

Loans – Principal Outstanding 36859 22.4 7.1 34411 30121 

DA drawn-down  1273           -    7.6 1183              -    

Efficiency Ratio 
Cost to Income Ratio (%) 35.2 -868 bps 333 bps 31.9 43.9 

Debt to equity ratio (%) 2.1 -57 bps -7 bps 2.2 2.7 

Opex / Average assets (%) 2.8 33 bps 32 bps 2.5 2.5 

CRAR - Tier I Capital (%) 55.2 480 bps -3 bps 55.2 50.4 

Asset Quality 
Gross Stage 3 (%) 1.7 82 bps -20 bps 1.9 0.9 

Net Stage 3 (%) 1.2 61 bps -21 bps 1.4 0.6 

PCR (%) 29.6 -280 bps 342 bps 26.2 32.4 

DPD 1+ (%) 7.6 90 bps -130 bps 8.9 6.7 

DPD 30+ (%) 5.2 386 bps -57 bps 5.8 1.3 

Asset Mix/segment (Retail and corporate) 
Housing Loan (%) 92.0 -4 bps -35 bps 92.4 92.1 

Loans for Commercial Property (%) 0.9 -2 bps 0 bps 0.9 0.9 

Loans Against Property (%) 6.4 127 bps 61 bps 5.7 5.1 

Developer Finance (%) 0.7 -120 bps -27 bps 1.0 1.9 
 

Source: Dalal & Broacha Research, Company  

 

 

 

 



 

Home First Finance CompanyDALAL & BROACHA STOCK BROKING PVT LTD 

 

 |  4  | 27October 2021 

Financial  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

Home First Finance CompanyDALAL & BROACHA STOCK BROKING PVT LTD 

 

 |  5  | 27October 2021 

 

 

Disclaimer 

 

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was 

established in 1997 and is an integrated financial services player offering an extensive range of financial 

solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual 

funds to depository services. 

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India 

Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is 

engaged in the securities businesses including stock broking (Institutional and retail), depository participant, 

portfolio management and services rendered in connection with distribution of primary market issues and 

financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. 

www.dalal-broacha.com 

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI 

(Research Analysts) Regulations, 2014.  

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any 

stock exchange with whom it is registered in any time in the past. It has not been debarred from doing 

business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been 

cancelled by SEBI at any point of time.  

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued 

advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.  

D&B offers research services to clients as well as prospects. 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.  

 

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) 

Regulations, 2014 with reference to the subject company(s) covered in this report-:  

 

D&B or its associates may have financial interest in the subject company. 

 

D&B or its associates do not have any material conflict of interest in the subject company.  

 

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject 

company.  

 

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at 

the end of the month immediately preceding the date of publication of Research Report.  

 

Disclosures in respect of Research Analyst: 

 

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% 

or more securities of the subject company at the end of the month immediately 

preceding the date of publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the subject 

company. 

No 

Whether the research Analyst has served as officer, director or employee of the subject 

company 

No 

Whether the Research Analyst has received any compensation from the subject 

company in the past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of 

securities for the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment banking 

or merchant banking or brokerage services from the subject company in the past 

twelve months 

No 

Whether the Research Analyst has received any compensation for products or services 

other than investment banking or merchant banking or brokerage services from the 

subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation or other benefits from 

the subject company or third party in connection with the research report 

No 
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D&B and/or its affiliates may seek investment banking or other business from the company or companies that 

are the subject of this material. Our salespeople, traders, and other professionals 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 

may be inconsistent with the recommendations expressed herein.  

 

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may 

give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, 

other important information regarding our relationships with the company or companies that are the subject of 

this material is provided herein. This report is not directed to, 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 or regulation or which would 

subject D&B or its group companies to any registration or licensing requirement within such jurisdiction. 

Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or 

sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless 

otherwise stated, this message should not be construed as official confirmation of any transaction. No part of 

this document may be distributed in Canada or used by private customers in United Kingdom. All material 

presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the 

material, nor its content, nor any  

 

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior 

express written permission of D&B . All trademarks, service marks and logos used in this report are 

trademarks or registered trademarks of D&B or its Group Companies. The information contained herein is not 

intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, 

dissemination, distribution or copying of this communication is prohibited unless otherwise expressly 

authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives 

Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities 

Market. In so far as this report includes current or historic information, it is believed to be reliable, although its 

accuracy and completeness cannot be guaranteed. 
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