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Home loan asset quality deteriorates marginally

9MFY21 home loan trends released by credit bureau CRIF High Mark point to Vikesh Mehta
mild deterioration in 90+ DPD by value. Moreover, the bureau noted a steady researchreport(@bobcaps.in
increase in delinquencies across borrower age groups, with default rates being

the lowest in the 45+ age bracket and the highest in the under-25 group. Home

loan growth was largely stable at 9.6% YoY in Q3FY21 given a rebound in

disbursals. Banks continued to gain market share at the cost of HFCs and

NBFCs, with PSBs gaining the most in the premium housing segment.

Delinquencies rise across ticket sizes: In terms of value, delinquencies in the
housing loan book as measured by 90+ days past due (DPD) increased 20bps
YoY to 2.49% in Dec’20. Defaults have risen across ticket sizes with the

<Rs 1mn loan segment the hardest hit at 4.4% (90+ DPD). Lender-wise, HFCs
and NBFCs have the highest delinquency level at 2.8% due to stress in the
<Rs 1.5mn ticket book, while public sector banks (PSB) have the lowest default
rate at 1.9%. The deterioration is across borrower age groups but especially

visible in the under-25 bracket at 4.2% (vs. 3.9% in Dec19).

Housing loan growth largely stable: Despite pandemic headwinds, growth in
home loans was stable at 9.6% YoY in Q3FY21 given a sharp 28% QoQ jump in
disbursements. Affordable housing (ticket size <Rs 3.5mn) constitutes 60% of
the home loan market by value and nearly 90% by volume as of Dec’20. A
large part of the growth in affordable housing has come from tier-2, 3 &

beyond geographies where demand traction has outpaced metro markets.

HFCs and NBFCs continue to lose ground: PSBs remain the largest players in
home loans with a dominant market share of 44-46% in the mid-to-affordable
segments. Moreover, their market share in the premium space (loans >Rs 7.5mn)
has increased by ~7ppt to 27.4% over the last three years. Nevertheless,
private banks continue to lead the premium segment with 34.5% market share.
HFCs and NBFCs are large players as well with 33-38% share across ticket

sizes but continue to lose ground due to their cautious lending approach.

Maintain preference for larger banks: ICIC| Bank (BUY, TP Rs 675), State

Bank of India (BUY, TP Rs 515) and HDFC Bank (BUY, TP Rs 1,800) remain
our top picks in the sector given their well-managed asset quality coupled with
strong liability franchise and high capitalisation which gives them the leeway to

exploit growth opportunities and improve return ratios.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda |

Important disclosures, including any required research certifications, are provided at the end of this report.
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FIG1- HOUSING LOAN GROWTH STABLE AT ~10% IN Q3FY21
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Particulars Dec’18 Dec’19 Mar’20 Jun’20 Sep’ Dec’20
Portfolio Outstanding (Rs bn) 18,400 20,313 20,71 20,783 21,298 22,260
YoY Growth (%) 181 10.4 NA NA NA 9.6
QoQ Growth (%) NA NA 2.0 0.3 25 4.5
Active Loans (# in mn) 14.9 15.8 16.1 16.2 16.5 16.9
YoY Growth (%) - 6.0 NA NA NA 7.0
QoQ Growth (%) NA NA 1.9 0.6 1.9 2.4
Loan Delinquency 30+ DPD (%) 8.9 8.5 8.4 7.8 6.3 7.6
Amount Delinquency 30+ DPD (%) 53 5.4 52 5.6 4.1 5.3
Loan Delinquency 90+ DPD (%) 4.2 43 4.5 49 4.7 4.2
Amount Delinquency 90+ DPD (%) 1.9 23 25 2.8 2.6 25

Source: CRIF HIGH MARK, BOBCAPS Research

FIG2 - LENDER TYPE MARKET SHARE BY VALUE IN THE HOUSING SEGMENT
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FIG 3 - HOME LOAN INDUSTRY BY VOLUME AND FIG 4 - AFFORDABLE HOUSING INDUSTRY BY
VALUE VOLUME AND VALUE
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FIGS5 - AMOUNT DELINQUENCY (90+ DPD) BY AGE
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FIG 6 - HOME LOAN DELINQUENCIES BY VALUE FIG7 - HOME LOAN DELINQUENCIES BY YVOLUME
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Source: CRIF HIGH MARK, BOBCAPS Research

FIG 8 - AFFORDABLE HOUSING SEGMENT (<RS 0.5MN) HAS HIGHEST 90+ DPD BY VALUE

0 Affordable Affordable Affordable Affordable Mid-range Premium Total
(<Rs 0.5mn) (Rs 0.5-1mn) (Rs 1-1.5mn) (Rs 1.5-3.5mn) (Rs 3.5-7.5mn) (>Rs 7.5mn)

PSBs 6.3 2.4 17 1.5 15 23 1.9

HFCs/NBFCs 7.8 2.6 25 23 23 4.4 2.8

Private Banks 5.3 34 24 2.0 2.1 2.0 2.2

Total 8.3 3.1 24 2.0 2.0 3.0 25

Source: CRIF HIGH MARK, BOBCAPS Research

FIG 9 - AFFORDABLE HOUSING SEGMENT (<RS 0.5MN) HAS HIGH 90+ DPD BY VOLUME AS WELL

o3 Affordable Affordable Affordable Affordable Mid-range Premium Total
(<Rs 0.5mn) (Rs 0.5-1mn) (Rs 1-1.5mn) (Rs 1.5-3.5mn) (Rs 3.5-7.5mn) (>Rs 7.5mn)

PSBs 7.6 2.1 1.5 1.3 1.3 1.9 3.5

HFCs/NBFCs 77 21 2.0 1.9 1.8 29 3.2

Private Banks 4.3 29 2.1 1.7 1.8 1.8 23

Total 9.8 2.6 2.0 1.7 1.6 2.2 4.2

Source: CRIF HIGH MARK, BOBCAPS Research

EQUITY RESEARCH 3 27 May 2021



BANKING /&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

FIG10 - PEER COMPARISON

Bank (R“:‘f:)P Ta('g:; Rating ROA (%) ROE (%) P/BV (x) P/E (x)

FY21 FY22E  FY23E | FY21 FY22E FY23E | FY21 FY22E FY23E | FY21 FY22E  FY23E
AUBANK 307 1300  BUY 25 17 20| 224 51 184 51 44 37| 204 36 221
AXSB# 2,29 815 BUY 07 15 17 71 149 168 23 20 17| 335 41 109
ICICIBCH 4526 675  BUY 14 16 18] 123 135 160 28 26 23| 270 27 163
HDFCBH# 8194 1800  BUY 19 20 20 166 172 182 39 34 30| 262 219 182
KMB# 3521 2000 BUY 19 21 22| 125 128 135 37 33 29| 497 410 345
B 781 1000 BUY 09 16 17 77 135 153 19 17 15 253 130 103
RBK 126 200 ADD 05 10 12 44 83 106 10 09 09 | 230 e 8.4
BANDHAN 479 335 ADD 21 26 29| 15 174 210 27 24 20 27 146 103
FB 176 95 BUY 08 09 09 | 104 108 121 1 10 09 1.0 96 7.8
DCBB 326 100 ADD 09 08 09 9.6 8.0 9.3 09 09 08 95 105 8.4
SBIN# 3,820 515 BUY 05 06 07 8.4 n3 137 09 08 o8 | 187 126 9.3
CBK 253 165  ADD 03 02 02 52 41 47 05 05 05 81 108 9.6

Source: Bloomberg, BOBCAPS Research | #Core P/BV
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

ADD - Expected return from >+5% to +15%

REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in

line with the recommendation scale as shown above.

Rating distribution

As of 30 April 2021, out of 90 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 43 have BUY ratings, 16 have ADD ratings, 5 are
rated REDUCE and 26 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ0O00159332 dated
20 November 2017.

BOBCAPS 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, BOBCAPS 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 may provide oral or written market commentary or trading strategies to our clients that reflect opinions 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 of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It 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, clients 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. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Obpinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or

“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
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of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPSs associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services
in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant

banking or brokerage services from the subject company in the past 12 months.
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