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Key Result Highlights – Q2FY20 

LIC Housing Finance Ltd (LIC Hsg) Q2FY20 results were in line with the street expectation 
except for asset quality. Core performance was encouraging with pre-provision operating 
profit growing 36% YoY aided by Non Interest Income growth of 16% and healthy Cost to 
Income ratio of ~11%. NIMS improved marginally to 2.42% vs. 2.35% QoQ. The same 
can be attributed to decline in incremental cost of funding by 20 bps QoQ. However, its 
asset quality got deteriorated to 2.38% vs. 1.98% QoQ. 
 
 Loan Book – Amidst tight liquidity environment, the company has been able to grow its 

loan book with a moderate pace of 14.5% YoY driven by healthy growth in Individual 
home loan book (13% YoY). It is cautiously growing developer book which can be 
reflected from 85% decline in disbursement YoY. PMAY Scheme is doing well for the 
company. For 1HFY20, it has disbursed about Rs.50 bn worth of loans under PMAY which is 
26% of retail disbursement in volume & 24% in value terms. The company would like to 
maintain the current growth rate (~15%) for FY20.  

 Asset Quality – LIC Hsg asset quality deteriorated to 2.38% vs. 1.98% QoQ. 
Management stated that it is receiving part payments from NPA projects & value of 
underlying security are more than exposure. It is expecting good recoveries from near 
completion projects. 

 Margin – Incremental cost of funding has declined by 20 bps to 8.04% QoQ. It expects 
cost of funds to reduce further in next 6 months as Rs.175 bn worth of bonds are getting 
redeemed. These bonds were raised at a rate of 8.3% and it will be replaced at a 35-40 
bps lower. In terms of margin visibility, the company stated it has been stable so far & 
outlook remains the same. 

 
Valuation 
 
LIC Hsg has been able to withstand tight liquidity environment and grow its book at moderate 
pace. It will continue to have funding access because of its strong parentage & AAA credit 
rating. With focus on low average ticket size of `20 lakh and loan to value of ~49%, we 
believe LIC HF is in sweet spot to cater to affordable housing segment. At CMP of `375/- it is 
trading at ~0.9 times (As per Bloomberg Consensus) FY21E P/B which offers decent risk 
reward. Market is wary of its asset quality especially in developer book, however, the 
company is confident about the recovery of the same. Considering the above risk we 
maintain ACCUMULATE rating. Any positive action on recoveries from developer book will 
lead to re-rating of the stock. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Nifty ~11,600 
Sensex ~39,000 

  

Key Stock Data  

CMP `371 
Market Cap (Cr) `18,800 
52W High/Low  586.8/354 

  
 
 
 

(` cr) 

Particulars FY18 FY19 

NII 3,701 4,463 
Op. Profit 3,301 3,998 
PAT 2,013 2,431 
ROA (%) 1.2% 1.3% 
ROE (%) 16.9% 16.3% 
Gross NPA (%) 0.5% 1.54% 
Source: Company Data, Way2Wealth Inst Equity 
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Quarterly Financials 
(` Cr) 

Particulars Q2FY20 Q1FY20 Q-o-Q Q2FY19 Y-o-Y 

Interest Income        4,954         4,785  3.53        4,187  18.30 
Interest Expenses        3,702         3,603  2.75        3,138  17.96 
NII        1,252         1,182  5.90        1,049  19.31 

Other Income             29              19  54.26          (109) -126.51 
Total Net Income        1,281         1,201  6.66           940  36.29 

Employee Cost             77              61  25.61             57  34.15 
Other Op. Exp             66              45  46.78             48  39.37 
Total Op. Exp.            143            106  34.59           105  36.51 

Operating Profit        1,137         1,094  3.95           835  36.26 

Provisions and Contingencies           282            253  11.13             89  214.88 
Provision for Tax             84            230  -63.55           172  -51.28 
PAT           772            611  26.41           573  34.70 

EPS `        15.30         12.10           11.40    

Cost to Income 11.18% 8.86%   11.16%   
NIM  2.42% 2.35%   2.41%   
            
Asset Quality           
% of Gross NPA 2.38% 1.98%   1.27%   
            
Return Ratios           
RoA 1.40% 1.30%   1.30%   
ROE 16.50% 15.42%   16.00%   
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Disclaimer  

Analyst Certification: I, Harshil Gandhi, the research analyst and author of this report, hereby certify that the views expressed in this research 
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part 
of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in 
this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall 
revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to 
achieve and maintain independence and objectivity in making any recommendations.  

It is confirmed Harshil Gandhi, the author of this report has not received any compensation from the companies mentioned in the report in the 
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information 
contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to 
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security 
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither 
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take 
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or 
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information 
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same 
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other 
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should 
inform themselves about, and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it 
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no 
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of 
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or 
update the information or opinions in it. Way2Wealth 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 inadvertent error in the information contained in this report. The recipients of this report should 
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, 
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such 
damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are 
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These 
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign 
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or 
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure 
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to 
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed 
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any 
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons 
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the 
securities related to the information contained in this report.  

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be 
treated as endorsement of the views expressed in the report.  

Disclosure of Interest Statement in LIC Housing Finance Ltd. as on October 24, 2019 

Name of the Security LIC Housing Finance Ltd. 

Name of the analyst Harshil Gandhi 

Analysts’ ownership of any stock related to the information 
contained  

Financial Interest   
Analyst : 
Analyst’s Relative : Yes / No 
Analyst’s Associate/Firm : Yes/No 

NIL 
 
 
No 
No 
No 

Conflict of Interest No 

Receipt of Compensation  No 

Way2Wealth ownership of any stock related to the information 
contained NIL 

 Broking relationship with company covered NIL 

Investment Banking relationship with company covered  NIL 

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from 
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and 
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.  
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