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Company Background 
Equitas Holdings Limited (EHL) operates with two wholly owned subsidiaries. Equitas Small Finance 
Bank Limited (ESFBL), which has pan India operations and is focused on providing financing solu-
tions for individuals and micro and small enterprises (MSEs). Equitas Technologies Private Limited 
(ETPL) offers a common platform for transporters and customers to connect online and carry out 
transactions on real-time basis.  
Revival in AUM growth visible-to be driven by new product offerings 
ESFB witnessed strong AUM growth of 41% YoY in Q3FY19,which was significantly higher than that 
witnessed in the preceding two quarters standing at 36% and 27% respectively. Within the overall 
AUM, the growth in the MFI space, which has remained recessed on account of asset quality woes 
grew by 20% YoY compared to 2% in the preceding quarter. The overall disbursement growth also 
remains robust growing 43% YoY, with MFI disbursements up ~70% YoY. Although the MFI segment 
has been recovering at a steady pace, the share of this segment in the overall AUM stood at 27%,still 
considerably lower than pre demonetization levels of 50%.Given the trend of increasing traction, we 
expect the overall AUM to grow at ~30-35% over the next 2-3 years. This would be primarily contrib-
uted by a ramp in the company’s new product offerings like Housing and AGRI and expect the contri-
bution from MFI to remain at ~30%.     
Strengthening liability franchise to help in securing low cost funds and boost NIMs  
The company’s total deposits stood at INR 66.18 Bn as of Q3FY19 growing at 79 % YoY. The CASA 
deposits were INR 20.16 Bn for the period growing at 67% YoY. The management has stated that the 
focus of the bank would be on growing the low cost deposit base with an emphasis on granular CASA 
balance, while not being competitive on bulk accounts. ESFB is also keen on growing the retail TD 
base, with the proportion of retail TD at 39% and the CASA + Retail TD at ~58% for Q3FY19. We 
remain confident on the company’s ability in meeting its objective of building a granular low cost liabil-
ity franchise, which would further help in improving the overall NIM profile going ahead. The NIM was 
8.9% for the period, with finance costs that were lower 7% QoQ. 
Proposal of subsidiary listing removes overhang and provides clarity  
The company’s Board of Directors on 1st February approved a composite scheme of arrangement 
with ESFBL for the issuance and allotment of 89.21 crore equity shares by ESFBL for no-cash consid-
eration to the shareholders of EHL. This would be done by utilizing the share premium and reserves 
available as of FY18,helping to list the Bank shares, as well as in bringing down EHL’s holding in the 
Bank down to 53% from the current the level of 100% and subsequently to 40% as stipulated by the 
RBI’s deadline of September 2021. 
Valuation and Outlook 
AUM growth witnessed strong traction in Q3FY19-led by a revival in the MFI portfolio (trend of lower-
ing mix in overall AUM) and majorly contributed by new product launches, which we feel would ramp 
up going ahead making us believe that ~30-35% AUM can be achieved over the next 2-3 years. Asset 
quality has also been showing constant signs of improvement, which we feel still has a scope to im-
prove further leading to GNPLs of ~3% by FY21.The company has been focusing on strengthening its 
low cost liability franchise with an emphasis on CASA as well as retail TD which would help in improv-
ing NIMs going ahead .We also expect the cost to income ratio to inch towards ~55% by FY21 on 
account of operating leverage benefit. The stock currently trades at 1.4x FY20 P/B and we assign a 
target price of INR 140(1.7x FY20 P/B). We believe Equitas Bank post demerger can trade at much 
higher valuation due to strong growth, stable asset quality and operational leverage post branch con-
version. 
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Key Financials  
 YE March (Rs. mn)   FY17   FY18   FY19E   FY20E   FY21E  

Net Interest Income 8,382  9,255  11,569  16,081  21,066  
Growth % 42.2% 10.4% 25.0% 39.0% 31.0% 
Pre-Provisioning Profits 3,655  2,231  4,462  8,032  11,646  
Growth% 14.5% (39.0%) 100.0% 80.0% 45.0% 
Net Profit 1,594  314  1,994  3,390  4,474  
Growth % (4.6%) (80.3%) 535.0% 70.0% 32.0% 
EPS 4.7  0.9  5.8  9.9  13.1  
Growth % (4.6%) (80.3%) 535.0% 70.0% 32.0% 

Key Ratios 
NIM (%) 9.4% 8.1% 8.3% 8.5% 8.5% 
ROA (%) 1.8% 0.3% 1.2% 1.5% 1.7% 
RoE (%) 7.1% 1.4% 8.1% 12.0% 13.7% 
BV per Share (Rs.) 65.4  66.7  72.5  82.5  95.6  

P/E (x) 24.0x 122.1x 19.2x 11.3x 8.6x 
P/BV (x) 1.7x 1.7x 1.5x 1.4x 1.2x 

Valuation Ratios 
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Company Background 
Punjab National Bank (PNB) is one of the oldest banks with a branch network of 7,000 spanning the 
entire country. The Bank’s branches remain biased towards rural (40%),with the remainder remaining 
balanced across semi urban, urban & metro centers catering to diverse customer base through a 
spectrum of services  
Improving asset quality contributed by lower slippages and higher recoveries indicative of  
trending towards normalization.  
PNB’s asset quality has been consistently improving with GNPA and NNPA trending downwards 
standing at 16.3% & 8.2% as of Q3FY19,with the improvement being visible sequentially through 
FY18 onwards. The overall stressed asset portfolio at 16.8% has also been depicting a similar trend 
over the same time frame .Slippages too were lower at 3% of loans and the PCR at 68.5% has been 
increasing constantly, lending further comfort. Recovery in Q3FY19 was INR 29.7 Bn and we expect 
the asset quality to receive a fillip from the NCLT cases to witness a higher level of resolution in the 
near to medium term. Further, the bank has also fully provided INR 20 Bn for the gems and jewelry 
sector abating any further fears. Three rounds of capital infusions by the GOI has essentially helped 
the bank cover up for the fraud. The company also plans to monetize another ~INR 10 Bn through 
sale of non core assets. 
Stake sale in subsidiaries to be value accretive  
Over the years, PNB Housing has emerged as one of the leading housing finance firms in the country 
with an AUM of ~623 Bn and GNPA of 0.25% as FY18. The company has 84 branches spread across  
the north, south and west with a mortgage portfolio of 70%.The bank plans to sell 22% for ~INR 35 
bn, while retaining a 10.7% stake, as per media reports. PNB holds a 30% stake in PNB Metlife India 
Insurance and plans to offload 4% in the IPO slated this year. We feel that the bank’s move to 
monetize a part of its subsidiary holdings would help in infusing additional funds, thus supporting its 
capital, while also leaving an upside.          
Improving operating metrics 
PNB’s NII grew by 7.6% YoY and the company reported a drop in provisions to the tune of 
29%,providing some comfort, although operating profit was still down 27% due to massive fall in other 
income for Q3FY19.We expect loan growth to remain muted over the next 2-3 years in low single 
digits. However, what seems encouraging is the growth in retail advances at 15% YoY ,with the share 
of retail advances in AUM touching 20% compared to 16.5% over the same period last year. Within 
retail, housing remains the highest growing segment, which we feel would continue to growing owing 
to the recent crisis turning a more favorable situation for larger players with a decent liability franchise.   
Valuation and Outlook 
Improving asset quality that is being helped by lower slippages and higher recoveries is indicative of 
easing trending towards normalization. The bank has also fully provided INR 20 Bn for the gems and 
jewelry sector abating any further fears. Despite the bank being embroiled in a major fraud, the de-
posit profile has remained largely unchanged or even improved marginally. We believe that credit 
costs would improve going ahead and expect the ROEs to recover in the medium term. The potential 
stake sales in subsidiaries would be accretive, keeping us upbeat. We are valuing PNB on SOTP 
basis. We assign a BUY rating with target price of INR 100 implying 1.2x FY20 P/B for core banking 
business and INR 24 per share value for value unlocking.(PNB housing & MetLife stake ) and arrive 
at price target of INR 124 per share for the bank. 
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Key Financials  
 YE March (Rs. mn)   FY17   FY18   FY19E   FY20E   FY21E  

Net Interest Income 149,932  149,224  174,592  178,957  187,905  
Growth % (2.1%) (0.5%) 17.0% 2.5% 5.0% 
Pre-Provisioning Profits 140,785  82,670  114,085  127,775  133,525  
Growth% 28.1% NA 38.0% 12.0% 4.5% 
Net Profit 13,248  (122,828) (54,044) 48,640  56,909  
Growth % NA NA NA NA 17.0% 
EPS 3.5  (32.3) (14.2) 12.8  15.0  
Growth % NA NA NA NA 17.0% 

Key Ratios 
NIM (%) 2.7% 2.4% 2.6% 2.7% 2.9% 
ROA (%) 0.2% -1.7% -0.7% 0.6% 0.7% 
RoE (%) 3.2% -29.9% -15% 11.2% 11.5% 
BV per Share (Rs.) 110.1  108.0  51.7  82.9  103.2  

P/E (x) 20.5x -2.2x -5.0x 5.6x 4.8x 
P/BV (x) 0.6x 0.7x 1.4x 0.9x 0.7x 

Valuation Ratios 
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Company Background 

CanFin Homes Ltd set up in 1987 ,has evolved into one of the top players in the housing finance sec-
tor. The company has 154 Branches, 21 Affordable Housing Loan Centers (AHLCs) & 14 Satellite 
offices  spread across various locations of the country. The company offers a range of loan products- 
housing loans as well as non-housing loans and is predominantly retail focused. 

Stable operating performance despite a challenging environment imputes confidence 

For Q3FY19, the company was able to report consistent NIMs at 3.2% on a QoQ basis with a slight 
improvement in NII growing at 7% YoY. This was commendable as Can Fin was able to hold up in an 
adverse liquidity environment when many of the company’s peers were struggling to stay afloat due to 
lack of liquidity and subsequently constraining their ability to lend-marginal cost of borrowings at 8% in 
Q3FY19 compared to 7.9% in the preceding quarter . We feel that the company’s parentage coupled 
with strong balance sheet and financials would continue to support operations, specially in such situa-
tions. Profitability also remains intact with ROA of 1.9% and ROE of 21.4% for the period and expect 
the company to maintain profitability going ahead by calibrating growth and focusing in select regions 
to prevent margin compression. 

Focus on Non-metros to drive growth while granular retail focused portfolio provides safety 

In the light of intensifying competition from banks and NBFCs specially in the metros and Tier –1 cit-
ies the company has been growing its presence in tier 2 and lower markets to strengthen and estab-
lish its foothold. Can Fin plans to open 30 branches in non metros clustered around Karnataka and 
Tamil Nadu and its branch network remains heavily skewed towards non metros with 109 branches 
and 66 branches in metros as of Q3FY19.Since the portfolio comprises majorly of salaried individuals 
with small ticket sizes we expect the asset quality to remain stable and not spew any negative sur-
prises going ahead.      

Valuation and Outlook 

A tend of stabilizing NIMs witnessed sequentially (in 2Q & 3QFY19) and favorable competitive posi-
tioning accorded post the turmoil in the housing finance space make us believe that NIMs for the com-
pany would further improve due to the strong parentage This phenomenon would also lead to an up-
tick in the AUM growth as many of its peers are  unable to lend . Additionally, the company predomi-
nantly has had a retail focused portfolio which provides comfort against the backdrop of many NBFCs 
having a sizeable amount of developer loans (deemed risky). The recently announced budget also 
augurs well for housing, helping to propagate demand. A strong retail mix and likely gains from cur-
rent environment would also augur well for the company. The attractive valuation of 1.6x FY20 P/B 
gives us confidence to assign a BUY rating on the stock with a target price of INR 305(2.1x FY20 P/B) 
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Key Financials  
 YE March (Rs. mn)   FY17   FY18   FY19E   FY20E   FY21E  

Net Interest Income 4,221  5,105  5,360  6,057  7,208  
Growth % 40.3% 20.9% 5.0% 13.0% 19.0% 
Pre-Provisioning Profits 3,655  4,668  4,948  5,690  6,715  
Growth% 14.5% 27.7% 6.0% 15.0% 18.0% 
Net Profit 2,353  2,827  3,152  3,436  3,986  
Growth % 49.8% 20.1% 11.5% 9.0% 16.0% 
EPS 17.7  21.2  23.7  25.8  29.9  
Growth % 49.8% 20.1% 11.5% 9.0% 16.0% 

Key Ratios 
NIM (%) 3.5% 3.5% 3.2% 3.1% 3.1% 
ROA (%) 1.9% 1.9% 1.9% 1.8% 1.7% 
RoE (%) 26.8% 21.0% 19.0% 17.1% 16.6% 
BV per Share (Rs.) 65.9  101.1  124.8  150.6  180.5  

P/E (x) 15.0x 12.5x 11.2x 10.3x 8.8x 
P/BV (x) 4.0x 2.6x 2.1x 1.8x 1.5x 

Valuation Ratios 
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