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Performance Highlights

Particulars (X cr) 2QFY12 1QFY12 %chg (qog) 2QFY11 % chg (yoy)
NII 388 416 (6.9) 362 7.0
Pre-prov. profit 335 379 (11.5) 319 5.0
PAT 98 257 (61.6) 234 (58.0)

Source: Company, Angel Research

For 2QFY2012, LICHF reported a sharp 58.0% yoy drop in its reported profit to
%98cr on account of one-off regulatory provisions of ¥205c¢r, primarily (3160cr)
related to standard assets. Individual disbursements remained strong at 24.6% yoy,
however NIM contracted by 48bp on a yoy basis. We recommend Neutral on the stock.

One-off regularity provisioning dents bottom line: For 2QFY2012, LICHF's loan
book grew strongly by 29.3% yoy (6.1% qoq) to ¥56,098cr. During 2QFY2012,
individual disbursements (34,736cr) growth was healthy at 24.6% yoy, however
overall disbursements (¥5,148cr) increased by only 0.9% yoy as disbursements
related to projects (R412cr) declined by 68.3% yoy, mostly due to a high base
effect (31,300cr worth project disbursements during 2QFY2011). LICHF's loan
portfolio share to developers, which is generally higher yielding, have been on a
declining trend since the last 2-3 quarters, leading to slower rise in yield on
advances (11.0% in 2QFY2012 compared to 10.5% in 1QFY2012 and 10.0% in
2QFY2011) for the company. LICHF picked up loans worth ¥5,000cr from banks
during the quarter, leading to cost of funds shooting up by 84bp qoqg to 9.5%
(rise of 162 bp yoy). Consequently, NIM for the quarter declined by 48bp yoy to
2.45%. The company made provisions of ¥205cr during the quarter to meet the
new regulatory norms of standard asset provisioning of 0.4% on individual loan
book and higher provisioning required for substandard assets. On the asset-quality
front, LICHF's asset quality continued to be stable during 2QFY2012, with gross NPA
ratio declining by 10bp yoy to 0.64% and net NPA ratio declining by 9bp yoy to 0.1%.

Outlook and valuation: At the CMP, the stock is trading at a P/ABV multiple of
1.7x FY2013E of ¥126.0cr. Historically, the stock has traded at 0.8x-2.1x one-
year forward P/ABV multiple, with a five-year median of 1.2x, but it has been
rerated over the past two years to 1.9x average. However, on account of the
prevailing high interest rates, we expect loan growth to slow down to 27% for
FY2012 and 23% for FY2013 (from 34.2% in FY2011) and spreads to be about
~33bp lower in FY2012 compared to FY2011. Also, unlike NBFCs regulated by
the RBI, CAR requirements for HFCs have not been increased by NHB.
Considering the near-term macro headwinds, regulatory overhang and
above-average valuations, we recommend Neutral on the stock.

Key financials

Y/E March R cr) FY2010  FY2011  FY2012E  FY2013E
NIl 937 1,441 1,667 1,991
% chg 17.6 53.8 15.7 19.4
Net profit 662 974 974 1,293
% chg 24.6 47.2 (0.0) 32.7
NIM (%) 2.7 3.1 2.8 2.7
EPS (3) 13.9 20.5 20.5 27.2
P/E (x) 15.8 10.7 10.7 8.1
P/ABV (x) 3.1 2.5 2.1 1.7
RoA (%) 1.9 2.1 1.6 1.7
RoE (%) 23.6 25.8 21.4 23.6

Source: Company, Angel Research
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Exhibit 1: 2QFY2012 performance

Particulars (% cr) 2QFY12 1QFY12 %chg (qoq) 2QFY11 % chg (yoy)
Interest earned 1,511 1,414 6.9 1,100 37.4
Interest expenses 1,124 997 12.7 738 52.3
Net interest income 388 416 (6.9) 362 7.0
Non-interest income 4 5 (16.2) 7 (46.2)
Operating income 392 421 (7.0) 370 5.9
Operating expenses 56 42 33.0 50 11.6
Pre-prov. profit 335 379 (11.5) 319 5.0
Provisions & cont. 205 33 512.2 - 74,335.3
PBT 131 345 (62.2) 319 (59.0)
Prov. for taxes 32 89 (63.6) 85 (61.9)
PAT 98 257 (61.6) 234 (58.0)
EPS R) 2.1 5.4 (61.6) 4.9 (58.0)
Cost-to-income ratio (%) 14.3 10.0 13.6

Effective tax rate (%) 24.7 25.7 26.6

Net NPA (%) 0.1 0.4 0.2

Source: Company, Angel Research

Exhibit 2: 2QFY2012 - Actual vs. Angel estimates

Particulars (% cr) Actual Estimates % chg
Net interest income 388 425 (8.7)
Non-interest income 4 10 (61.0)
Operating income 392 435 (9.9)
Operating expenses 56 61 (8.1)
Pre-prov. profit 335 374 (10.2)
Provisions & cont. 205 23 772.6
PBT 131 350 (62.7)
Prov. for taxes 32 90 (64.1)
PAT 98 260 (62.2)

Source: Company, Angel Research
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Individual disbursements see traction; NIM declines on yoy basis

For 2QFY2012, LICHF’s loan book grew strongly by 29.3% yoy (6.1% qoq) to
%56,098cr. During 2QFY2012, individual disbursements (34,736cr) growth was
healthy at 24.6% yoy, however overall disbursements (¥5,148cr) increased by only
0.9% yoy as disbursements related to projects (X412cr) declined by 68.3% yoy,
mostly due to a high base effect (31,300cr worth of project disbursements during
2QFY2011).

LICHF’s loan portfolio share to developers, which is generally higher yielding, have
been on a declining trend since the last 2-3 quarters, leading to a slower rise in
yield on advances (11.0% in 2QFY2012 compared to 10.5% in 1QFY2012 and
10.0% in 2QFY2011) for the company. LICHF picked up loans worth ¥5,000cr
from banks during the quarter, leading to cost of funds shooting up by 84bp qoq
to 9.5% (rise of 162bp yoy). Consequently, NIM for the quarter declined by 48bp
yoy to 2.45%.

During the quarter, the company announced a new home loan product — New
Advantage 5. This product is being offered at fixed rates of interest for the first five
years and floating rates thereafter. Floating rates will be linked to the company’s
prime lending rate prevailing at the time of the switch. According to management,
this product has not been classified as a teaser product till now by the NHB.
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Exhibit 3: Individual disbursements remain strong Exhibit 4: Advances growth strong for 2QFY2012
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One-off regulatory provisioning worth ¥205¢r during the quarter

The company made provisions of ¥205cr during the quarter to meet the new
regulatory norms of standard asset provisioning of 0.4% on individual loan book
and higher provisioning required for substandard assets. The company was
already providing 10-15bp standard asset provisioning on individual loans and
90bp on developer loans as against prior norms of 40bp requirement only on
developer loans. Hence, the company had accumulated ~%100cr extra
provisioning on its balance sheet.

The outstanding individual loan portfolio for the company as of 2QFY2012 stood
at ~%52,000cr, of which ~%12,000cr is on the fixed-o-floaty scheme on which the
company was already making teaser rate provisioning. The company chose not to
utilize the extra ¥100cr provisioning and made T160cr worth of provisions (40bp
on ~%40,000cr) during the quarter. The company also made ¥45cr provisions on
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higher provisioning required for sub-standard assets. While management
indicated that the extra ¥100cr provisioning could flow as profits in 2HFY2012, we
have not factored the same in our estimates, providing an upside risk to our
bottom-line estimates.

On the asset-quality front, LICHF’s asset quality continued to be stable during
2QFY2012, with gross NPA ratio declining by 10bp yoy to 0.64% and net NPA
ratio declining by 9bp yoy to 0.1%. Calculated provision to coverage ratio for
2QFY2012 stood at 81.6% as compared to 71.6% in 2QFY2011 and 58.3% in

1QFY2012.
Exhibit 5: Asset quality stable Exhibit 6: NPA ratios lower compared to 2QFY2011
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Exhibit 7: NIM drops by 48bp compared to 2QFY2011 Exhibit 8: NIl yoy growth trend
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Investor concerns
Concerns on the regulatory front

LICHF did not make any teaser loan provision on its ‘Advantage-5’ product, as it
had not been nofified by the NHB to do so. The company has
replaced ‘Advantage-5’ by a new non teaser plan ‘Freedom’; however, the threat
of NHB classifying the loans disbursed via the ‘Advantage-5’ plan as teaser still

remains.

Also, capital adequacy requirements are relatively less strict for HFCs (12% CAR
required with no specific requirement for Tier-1 capital), as compared to NBFCs
(15% CAR required, 10% minimum tier-1 in case of IFCs). As of FY2011, CAR of
LICHF stood at 14.6% (tier-1 ratio of 8.7% including THFY2012 profits), and
considering LICHF is leveraged 12-13 times, the company might have to raise
capital in future if CAR requirements are raised.

Ouvutlook and valuation

LICHF has been able to grow its loan book at a 35.9% CAGR over FY2009-11,
driven by a strong parent brand, success of its home loan products (~25% of its
loan book comprised teaser loans as of FY2011) and strategic focus on tier-2 and
tier-3 cities to sell its home loans.

At the CMP, the stock is trading at a P/ABV multiple of 1.7x FY2013E of ¥126.0cr.
Historically, the stock has traded at 0.8x-2.1x one-year forward P/ABV multiple,
with a five-year median of 1.2x, but it has been rerated over the past two years to
1.9x average. However, on account of the prevailing high interest rates, we expect
loan growth to slow down to 27% for FY2012 and 23% for FY2013 (from 34.2% in
FY2011) and spreads to be about ~33bp lower in FY2012 compared to FY2011.
Also, unlike NBFCs regulated by the RBI, CAR requirements for HFCs have not
been increased by NHB. Considering the near-term macro headwinds, regulatory
overhang and above-average valuations, we recommend Neutral on the stock.

Exhibit 9: Change in estimates

FY2012 FY2013
P cotmotnentms ) iier e Y 09
NIl 1,682 1,667 (0.9) 1,985 1,991 0.3
Non-interest income 207 193 (6.8) 253 228 (9.7)
Operating income 1,889 1,860 (1.6) 2,237 2,219 (0.8)
Operating expenses 263 256 (2.5) 323 307 (5.0)
Pre-prov. profit 1,627 1,604 (1.4) 1,914 1,912 (0.1)
Provisions & cont. 117 288 145.6 143 166 15.8
PBT 1,509 1,316  (12.8) 1,771 1,746 (1.4)
Prov. for taxes 392 342 (12.8) 460 453 (1.4)
PAT 1,118 974 (12.8) 1,311 1,293 (1.4)

Source: Angel Research

November 16, 2011



\ Angel Broking" LIC Housing Finance | 2QFY2012 Result Update

Service Truly Personalized

Exhibit 10: P/ABV band
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Source: Bloomberg, Angel Research;
Income statement
Y/E March R cr) FY08 FY09 FY10 FY11 FY12E FY13E
NIl 619 796 937 1,441 1,667 1,991
- YoY Growth (%) 48.0 28.7 17.6 53.8 15.7 19.4
Other Income 72 91 137 331 193 228
- YoY Growth (%) 28.1 26.3 51.1 141.4 (41.6) 18.1
Operating Income 690 887 1,073 1,771 1,860 2,219
- YoY Growth (%) 45.6 28.4 21.1 65.0 5.0 19.3
Operating Expenses 134 154 192 216 256 307
- YoY Growth (%) 28.1 15.3 24.2 12.9 18.4 19.8
Pre - Provision Profit 557 732 882 1,555 1,604 1,912
- YoY Growth (%) 50.6 31.6 20.4 76.3 3.2 19.2
Prov. & Cont. 24 5 (28) 261 288 166
- YoY Growth (%) 54.4 (78.4) - - 10.4 (42.3)
Profit Before Tax 532 727 910 1,294 1,316 1,746
- YoY Growth (%) 50.4 36.6 25.2 42.1 1.7 32.7
Prov. for Taxation 145 195 249 320 342 453
- as a % of PBT 27.3 26.8 27.4 24.7 26.0 26.0
PAT 387 532 662 974 974 1,293
- YoY Growth (%) 38.7 37.3 24.6 47.2 (0.0) 32.7
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Balance sheet

Y/E March R cr) FY08 FY09 FY10 FY11 FY12E FY13E
Share Capital 85 85 95 95 95 95
Reserve & Surplus 1,747 2,149 3,293 4,074 4,855 5,892
Loan Funds 20,344 25,422 34,758 45,163 58,887 72,431
- Growth (%) 24.6 25.0 36.7 29.9 30.4 23.0
Other Liabilities & Provisions 1,181 1,727 2,096 4,298 4,273 5,358
Total Liabilities 23,357 29,382 40,242 53,630 68,110 83,775
Investments 775 1,129 1,389 1,403 1,783 2,196
Advances 21,936 27,679 38,081 51,090 64,884 79,807
- Growth (%) 24.9 26.2 37.6 34.2 27.0 23.0
Fixed Assets 30 35 36 47 59 70
Other Assets 616 539 736 1,090 1,384 1,702
Total Assets 23,357 29,382 40,242 53,630 68,110 83,775
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Ratio analysis

Y/E March FYO8 FY09 FY10 FY11 FY12E FY13E
Profitability ratios (%)

NIMs 3.0 3.1 2.7 3.1 2.8 2.7
Cost to Income Ratio 194 174 17.8 122 13.8 13.8
RoA 1.8 2.0 1.9 2.1 1.6 1.7
RoE 22.9 262 23.6 258 21.4 2346
Asset Quality (%)

Gross NPAs 1.70 1.07 0.69 047 0.53 0.58
Net NPAs 0.64 021 0.12 0.03 0.05 0.06
Provision Coverage 62.4 80.4 826 937 90.0 90.0
Per Share Data )

EPS 9.1 125 139 205 205 272
ABVPS (75% cover.) 42.0 526 71.3 87.8 1042 126.0
DPS 2.0 2.6 3.0 3.5 3.5 4.6
Valuation Ratios

PER (x) 242 17.6 158 10.7 10.7 8.1
P/ABVPS (x) 5.2 4.2 3.1 2.5 2.1 1.7
Dividend Yield 0.9 1.2 1.4 1.6 1.6 2.1
DuPont Analysis

NIl 2.9 3.0 2.7 3.1 2.7 2.6
(-) Prov. Exp. 0.1 0.0 (0.1) 0.6 0.5 0.2
Adj. NII 2.8 3.0 2.8 2.5 2.3 2.4
Treasury 0.0 0.0 0.0 0.4 0.0 0.0
Int. Sens. Inc. 2.8 3.0 2.8 2.9 2.3 2.4
Other Inc. 0.3 0.3 0.4 0.3 0.3 0.3
Op. Inc. 3.2 3.3 3.2 3.2 2.6 2.7
Opex 0.6 0.6 0.6 0.5 0.4 0.4
PBT 2.5 2.8 2.6 2.8 2.2 2.3
Taxes 0.7 0.7 0.7 0.7 0.6 0.6
RoA 1.8 2.0 1.9 2.1 1.6 1.7
Leverage 125 13.0 124 124 13.3 13.9
RoE 229 262 235 258 214 23.6
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DISCLAIMER

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make
such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the companies
referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and
risks of such an investment.

Angel Broking Limited, its affiliates, directors, its proprietary trading and investment businesses may, from time to time, make
investment decisions that are inconsistent with or contradictory to the recommendations expressed herein. The views contained in this
document are those of the analyst, and the company may or may not subscribe to all the views expressed within.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies 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.
Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot testify,
nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While
Angel Broking Limited endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Angel Broking Limited and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking or
other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in
the past.

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.

Note: Please refer to the important *Stock Holding Disclosure' report on the Angel website (Research Section). Also, please refer to the
latest update on respective stocks for the disclosure status in respect of those stocks. Angel Broking Limited and its affiliates may have
investment positions in the stocks recommended in this report.

Disclosure of Interest Statement LIC Housing Finance
1. Analyst ownership of the stock No
2. Angel and its Group companies ownership of the stock No
3. Angel and its Group companies' Directors ownership of the stock No
4. Broking relationship with company covered No

Note: We have not considered any Exposure below 1 lakh for Angel, its Group companies and Directors

Ratings (Returns): Buy (> 15%) Accumulate (5% to 15%) Neutral (-5 to 5%)
Reduce (-5% to 15%) Sell (< -15%)
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