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Strong Quarter, Results meet estimate

IIFL Finance Ltd has reported a strong set of
numbers in Q3'22, strong growth in advances,
growth coming back in gold loans on a QoQ basis a
big positive, asset quality remains stable.

NIl came in at INR 8,291 Mn, 12.0% YoY / 7.4% QoQ above our
expectations of INR 8,146 Mn

Other Income came in at INR 2,417 Mn, 37.0% YoY / 22.5% QoQ

PPOP came in at INR 3,131 Mn, (13.0)% YoY / (22.0)% QoQ below our
expectations on increased expenses in branch openings and
employee expenses.

Provisions came in at INR (813) Mn as provisions were written back

Bank reported a profit which came in at INR 3,099 Mn, 15.0%
YoY/6.3% QoQ vs our expectation of INR 3,300Mn

EPS stood at INR 8.1 vs INR 7.0 / INR 7.6 in YoY / QoQ respectively.

Financial Highlights

AUM at INR 4,67,800 Mn (+11% YoY/+5.7% QoQ), growth was seen in
all segments on a QoQ and YoY basis other than business and
construction real estate loans, QoQ AUM growth of 7.4% was a strong
positive after a modest 2.5% QoQ growth last quarter. Gold Loan AUM
saw a (20% YoY growth,+7.4% QoQ growth, 31% of advances), home
loans (+23.0% YoY growth, +5.1% QoQ growth,35.3% of advances),
business loans ((9.9%) YoY growth, (0.1%) QoQ growth, 15.0% of
advances) , microfinance saw strong growth in AUM on a QoQ basis
(32.0% YoY growth,14.2% QoQ growth, 11.1% of advances),
construction and real estate saw a 2.2% QoQ growth in advances.

Disbursement growth seen across segments except home loan
disbursement which was flat on a QoQ basis, this is the only weak
point of the result. But management has stated that they have seen
strong growth in disbursement in December.

Reported Asset Quality was stable on a YoY and QoQ basis with GNPA
at 2.80% (+119 bps YoY/ +46 bps QoQ) and NNPA stood at 1.50% (+73
bps YoY/ +42bps QoQ). The slight rise in NPA is because it includes
impact of RBI notification dated 12th November, 2021 where account
can be upgraded only if all past dues (instalments) have been paid.
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Total number of branches at 3119 vs 2914 in Q2’22. C/I ratio rose
marginally to 39% due to expansion in physical and digital footprint.
In 9MFY22 company has added over 550 branches and nearly 6,000
employees with emphasis on growth.

NIMs at 7.3% (-10bps YoY/-30bps QoQ)
Strong return ratios, ROE at 20.70% and ROA at 2.90%.

Collection efficiency as on Q3’22 for gold , home , business and
microfinance loans stand at 100%, 101%, 98% and 96% respectively.

Strong Capital Adequacy CRAR at 25.4%

Interim dividend of INR. 3.50/- per equity share of the face value of
Rs. 2/ announced by the company.

Mr. Arun Kumar Purwar has been appointed as Chairman of the Board
w.e.f. April 01, 2022. Mr. Purwar was the Chairman of State Bank of
India, the largest Bank in the country from November, 2002 to May,
2006. He held several important and critical positions like Managing
Director of State Bank of Patiala, Chief Executive Officer of Tokyo
Branch covering almost the entire range of commercial banking
operations in his long and illustrious career at the Bank. He was also
associated in setting up of SBI Life. Appointment of Arun Kumar
Purwar as Chairman of Board augurs well for the company.

Valuation and outlook

IIFL Finance has reported a very strong set of numbers in Q3’22,
with QoQ growth in Gold AUM one of the biggest positives. Stable
asset quality with growth makes it a lethal combination.

At CMP of INR 317 the stock trades at 1.9x its FY22E adj BV and
1.5x it’s FY23E adj BV. We have in initiated coverage on the stock
at INR 297 and we have a “BUY” rating on the stock with the target
price of INR 406. Set of results give us confidence and we are
maintaining our “BUY” rating and target price of INR 406
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Highlights of the Conference Call

Business Outlook
Collections have improved across segments.
Demand for credit is strong across segmants

Disbursements
Flat disbursement in home loans, one off due to pent up demand, disbursement has picked up
and December was one of the best months for home loans.

Collection Efficiencies
Collection efficiency is improving in all segments, third wave slightly affected microfinance
collections.

Gold Loans
Home gold loans, seeing good traction saw disbursements rise by 31% QoQ to INR 137 crores.
Strong history means trust level is higher and customer can pay off take more loan, everything
online.

Co Lending
Co-Lending seeing good traction.
Did INR 850 crore worth of home loans via co-lending model.

Asset Quality

New RBI norms caused rise in GNPA, does not materially affect the company, 30bps excess GNPA
this quarter is due to RBI norms.

Digital DIY Channels

MY Money App and WhatsApp loans seeing good traction. More than 18,000 customers boarded
till date. Disbursement grew more than four-fold to INR 114 crores during the quarter.

Growth Guidance
Targeting AUM growth of 25% going forward.

Focusing on home loan and gold loan, will continue to fund affordable construction and real
estate projects with emphasis on environmentally sustainable green project
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Financials
Table 1

P&L (Rs Mn) QIFY 21 Q2FY 21 Q3FY 21 Q4FY 21 QIFY22 Q2FY22 Q3FY22
Interest Earned 12486 13499 13539 14592 14357 15160 16018
Interest Expended 6930 6409 6113 6806 7009 7441 7727
NIl 5556 7091 7426 7786 7348 7719 8291
OtherIncome 465 1654 1764 1892 960 1974 2417
Net Income 12952 15154 15303 16485 15317 17133 18435
Opex 3827 3177 5594 5784 4979 5670 7577
PPOP 2194 5567 3596 3894 3329 4022 3131
Provisions 1621 2781 114 688 (176.0) 307 (813.0)
PBT 573 2787 3482 3206 3505 3715 3943.0
Tax 255 660 797 727 847 800 844.2
PAT 318 2127 2686 2479 2658 2916 3099

Loan Grow th(%)

AUM YoY Growth (%) 10 17 17 18 13 8 11
AUM QoQ Growth (%) 1 7 3 6 3.4 2.5 5.7
Ratios (%)

GNPA 1.95 1.81 1.61 2 2.2 2.34 2.8
NNPA 0.86 0.77 0.77 0.9 1 1.08 1.5
CAR 19.3 18.7 21.4 25.4 25.6 25.9 254
NIM 6.7 7.4 7.4 6.8 6.6 7.6 7.3

Source: Dalal & Broacha Research
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P&L (Rs Mn) FY 20 FY 21 FY 22 FY 23 FY 24
Interest income 46,189 54,117 63,482 77,189 95,040
Interest expense 24,050 26,258 30,899 37,218 45,374
NIl 22,139 27,859 32,584 39,971 49,666
Non-interest income 818 1,496 1,625 1,883 2,188
Net revenues 22,957 29,355 34,208 41,854 51,853
Operating expenses 17,729 18,384 21,847 25,422 31,207
PPOP 5,228 10,970 12,361 16,432 20,647
Provisions 230 5,203 366 892 1,692
PBT 4,997 5,767 11,995 15,540 18,955
Tax 2,217 2,440 4,196 5,275 6,344
PAT 2,780 3,327 7,799 10,265 12,611
Balance sheet FY 20 FY 21 FY 22 FY 23 FY 24
Share capital 757 758 758 758 758
Reserves & surplus 46,899 53,177 65,632 81,289 1,00,120
Net worth 47,656 53,934 66,390 82,047 1,00,878
Borrowings 2,79,961 3,25,831 3,84,481 4,61,377 5,58,266
Other liability 16,117 26,904 26,580 32,064 39,676
Total liabilities 3,43,734 4,06,669 4,77,451 5,75,488 6,98,820
Fixed assets 1,142 1,043 1,263 1,575 1,969
Investments 10,130 820 820 820 820
Loans 2,85,347 3,35,332 3,66,372 4,46,058 5,63,837
Cash 32,159 47,841 73,252 89,057 86,002
Otherassets 14,957 21,635 35,745 37,978 46,193
Total assets 3,43,734 4,06,669 4,77,451 5,75,488 6,98,820
Ratios FY 20 FY 21 FY 22 FY 23 FY 24
Growth (%)

NII 2 26 17 23 24

PPOP -28 104 12 28 23

PAT -37 51 64 26 20
Advances 4 18 9 22 26
Spread (%)

Yield on Funds 15.8 17.0 17.5 18.2 18.0

Cost of Funds 8.8 8.7 8.7 8.8 8.9
Spread 7.0 8.4 8.8 9.4 9.1

NIM 5.7 6.1 15.8 14.8 14.2

Asset quality (%)

Gross NPAs 2.3 2.0 2.3 2.2 1.9

Net NPAs 2.0 0.9 1.4 1.3 1.1

eturn ratios (%)

RoE 11.0 15.0 20.7 21.1 20.6

RoA 1.5 2.0 2.8 3.0 3.0

Per share (Rs)

EPS 7.3 8.8 20.6 27.1 333

BV 126 142 175 217 266

ABV 111 134 162 201 250
Valuation (x)

P/E 42.0 35.2 15.0 11.4 9.3

P/BV 2.5 2.2 1.8 1.4 1.2
P/ABV 2.8 2.3 1.9 1.5 1.2
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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 INHO00001246 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 | No
more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject company | No
in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of securities | No
for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or | No
merc?}ant banking or brokerage services from the subject company in the past twelve
months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the | No
subject company or third party in connection with the research report

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.
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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.

Name Designation Email Phone Sector
Mr.Kunal Bhatia Head of Research kunal.bhatia@dalal-broacha.com 022 67141442 Retail | FMCG | Logistics
Mrs.Charulata Gaidhani Sr.Analyst charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma | Healthcare
Mr.Mayank Babla Sr.Analyst mayank.babla@dalal-broacha.com 022 67141412 IT | Telecom | Media
Mr.Avinash Tanawade Sr.Analyst avinash.tanawade @dalal-broacha.com 022 67141449 BFSI
Mr.Akshay Ashok Sr.Analyst akshay.ashok@dalal-broacha.com 022 67141486 BFSI
Mr.Bhavya Gandhi Analyst bhavya.gandhi@dalal-broacha.com 022 67141444 Midcaps
Mr.Miraj Shah Analyst miraj.shah@dalal-broacha.com 022 67141489 FMCG | Retail

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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