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BUY HOLD SELL 

   

> 15% -5% to 15% < -5% 

Stock Rating 

Sector Outlook Positive 

Stock 
 

CMP (INR)                            325 

Target Price (INR)  375 

NSE Symbol POONAWALLA 

BSE Code 524000 

Bloomberg POONAWAL IN 

Reuters POON.BO 

Key Data 
 

Nifty 18,315 

52WeekH/L(INR) 338 / 209 

O/s Shares (Mn) 768 

Market Cap (INR bn) 250 

Face Value (INR) 2 

Average volume 
 

3 months 24,21,660 

6 months 28,39,380 

1 year 38,06,490 

Share Holding Pattern (%) 

Company Overview 

Formerly known as Magma Fincorp Ltd. (pre-acquisition), Poonawalla Fincorp Ltd. (PFL) is the flag-
ship financial arm (NBFC) of the Cyrus Poonawalla group that focuses on consumer and MSME 
financing. The company enjoys a pure retail portfolio and offers a diverse array of products across 
its multiple business segments which include Business loans, Pre-owned car loans, Personal and 
Consumer loans, Loans against property, Asset-backed financing, Supply chain financing, and Auto 
lease to its customers, primarily in urban areas. This is in complete contrast to the company’s earlier 
engagement in offering commercial and agriculture vehicle financing in rural and semi-urban areas 
before the acquisition. On the way ahead, to cater to the rising demand for unsecured financing and 
to lever its cost of capital, the management guided on expanding its unsecured portfolio to 60% and 
growing its short-term tenure mix in the range of 20-25%. Moreover, the company with its Vision 
2025 strategy outlined various targets it strives to achieve which encompasses its goal to be 
amongst the top three NBFC players within the consumer and MSME financing space, grow its AUM 
to 3x of FY21 AUM levels, reduce its average cost of borrowings by 250bps and keep its net non-

performing assets below the 1% range. 

Investment Rationale  

Robust growth momentum across all key parameters  
In Q4FY23, PFL posted a stellar set of numbers, registering a 151% YoY / 89% QoQ disbursements 
growth, with 81% of disbursements through its direct digital program compared to 24% in Q4FY22. 
Through a higher focus on its digital channel, the company aims to cut down on its customer acquisi-
tion cost as compared to the traditional distribution model and promote a branch light model moving 
ahead. As on 31st March 2023, the company effectively brought down its manpower to 2,452 from 
5,184 in the previous year and consolidated its business in its top 100 branches. This move is in 
adherence to its long-term guidance of achieving 35-40% AUM growth and 30-35% profit growth 
along with moderating its operational costs. In FY23, the company’s AUM stood at Rs. 16,143 
crores, registering a 37% YoY growth / 16% QoQ growth despite a reduction in its discontinued leg-
acy book. Through the company’s move to shift its focus on prime customer segments with a bureau 
score of greater than 700, there has been a notable improvement in its asset quality. The Gross 
NPA reduced to 1.44% in Q4FY23 as compared to 1.69% in Q3FY23 and Net NPA down at 0.78% 
compared to 0.89% in Q3FY23. This is in line with the company’s guidance of having its GNPA with-
in the 1.3-1.8% range and its Net NPA constrained to a 0.5-0.9% level. Taking into consideration the 
management’s commentary on its discontinued legacy book becoming insignificant by Q2FY24 we 
expect a further improvement in the company’s asset quality on the way ahead. 

Strong parental lineage supporting the business  
Adar Poonwalla-led Rising Sun Holdings Private Ltd. (RSHPL) infused a fresh capital of Rs. 3,206 
crores in the business, resulting in the company leveraging its liquidity position and becoming one of 
the best-capitalized NBFCs in the market. Following this, the standalone net worth of the company 
increased to Rs. 6,425 crores in FY23 as against Rs. 1,942 crores in FY21. Moreover, the compa-
ny’s move to sell its housing subsidiary ‘Poonawalla Housing Finance Ltd.’ to TPG at a valuation of 
Rs. 3,900 crores will bolster its capital position in the business. The change in the ownership to the 
Cyrus Poonawalla group has also resulted in PFL getting broader access to funding and attaining a 
significant improvement in its cost. Another positive trigger for the business is the credit rating firm, 
CRISIL, upgrading the company’s long-term rating to AAA which asserts confidence in the new man-
agement’s revised product focus and a healthier financial risk profile. Consequently, PFL can further 
reduce its borrowing cost which bodes well for its strategy to shift away its focus from the ‘high yield-

high credit cost’ customer segment to ‘high credit quality’ customer, allowing it to enhance the over-
all risk-adjusted returns due to the inherently lower opex requirements of the latter. 

Valuation and Outlook 

PFL’s move to strengthen its digital-first, technology focus has resulted in the overall decline of its 
operational costs. Along with this, the company’s shift towards high-credit quality customers has 
resulted in the improvement of its ROA to 5% in Q4FY23 compared to 3.2% in Q4FY22. Additionally, 
this led to a lower cost-to-income ratio of 48.1% in Q4FY23 compared to 56.7% in Q3FY23, and its 
NIM expanding to 10.7% in FY23 from 9.8% in FY22. With this strategic focus, we feel the company 
is in a comfortable position to sustain its ROA in a 4-4.5% range.  Another strength of the company 
is its prudent underwriting standards and its execution capabilities owing to which the company can 
maintain its asset quality. On the valuation front, we assign a P/BV multiple of 3.5x of FY24E 
book value and arrive at a target price of Rs. 375 (Upside 15%).  We, thus, have a Buy rating 
on the stock. 

Relative Price Chart 

Poonawalla Fincorp Ltd. Buy 
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Source: Company, BP Equities Research 

Key Financials (Standalone) 

YE March (Rs. Crs.)  FY21   FY22   FY23  

Total Assets 10,342 12,810 18,022 

Growth (Y-oY)   23.9% 40.7% 

Total Income 1,877 1,567 2,010 

Growth (Y-o-Y)   (16.5%) 28.3% 

Profit After Tax (578) 293 585 

Growth (Y-o-Y)   150.7% 99.7% 

EPS   (21.5) 3.8  7.6  

Growth (Y-o-Y)   117.7% 100.0% 

Key Ratios 

GNPA (%)   4.3% 3.3% 1.4% 

NNPA (%)   1.3% 1.3% 0.8% 

RoA (%)   -5.0% 2.5% 4.0% 

BV per Share (INR.) 72 75 84 

Valuation Ratios 

P/E (x)   NM 85.6x 42.8x 

P/BV (x)   4.5x 4.3x 3.9x 
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Disclaimer Appendix 

Week Gone 

Institutional Sales Desk                        Tel:  +91 22 61596403/04/05 

Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 

Corporate Office:  
4th floor,  
Rustom Bldg,  
29, Veer Nariman Road, Fort,  
Mumbai-400001 

Phone- +91 22 6159 6464   
Fax-+91 22 6159 6160  

Website- www.bpwealth.com  

Registered  Office: 
24/26, 1st Floor, Cama Building,  
Dalal street, Fort,  
Mumbai-400001 
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