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NBFC NIM under pressure; BSE trading volume strong

Quick Pointers

Disbursement growth for auto financiers to be impacted
due to fuel price hikes; HFCs to post strong growth

Hardening bond yields to exert pressure on NIM
Strong trading volume to drive earnings for BSE; impact of
prop trading rules to be a key monitorable

We expect disbursement growth for auto financiers to be impacted due to fuel price
hikes. Players with higher exposure to M&HCYV share (SHFL, SUF) to see lower growth.
NIM is likely to be under pressure in Q1FY27 due to hardening bond yields. Credit cost
is expected to moderate with lower delinquencies in VF/run-down of stressed portfolio
(CIFC). We, however, maintain a cautionary stance in the MSME/ construction
equipment segment. HFCs are likely to see strong disbursement growth (CANF,
AAVAS, HFFC). Yields are expected to moderate as most covered HFCs have taken PLR
cuts recently; rise in incremental CoF is likely to exert further pressure. Credit cost
outlook is benign; expect recovery in one large account (LICHF). BAF has reported
strong AUM growth of 24% YoY; commentary around sustaining growth momentum
and asset quality in MSME are key. We downgrade CIFC and BAF to ‘Accumulate’ on
account of 27%/ 18% run-up in stock price over the past month.

Auto financiers - Growth to be impacted by higher fuel prices: We expect Q1
disbursement growth for CV financiers to be impacted by fuel price hikes.
Disbursement/ AUM growth for MMFS has picked up at 21.5%/ 12.5% YoY; however,
impact of a weaker monsoon is likely to be a key overhang. We expect NIMs to see a
compression due to hardening bond yields. Credit cost to moderate with lower
delinquencies in VF and run-down of the CSEL portfolio (CIFC). MMFS has already
reported a sequential improvement in Stage 2 and 3 ratios. However, we maintain a

cautionary stance in the MSME and construction equipment portfolios.

Housing financiers - Recovery in KA; NIM under pressure: We expect a pick-up in
disbursal growth for HFCs led by recovery in key markets (e-khata issues in Karnataka/
Telangana). Spread is likely to see a slight compression due to PLR cuts and rise in
incremental CoF. LICHF has taken a PLR rate cut in Q4FY26 and expects to maintain
reported NIM in the range of 2.6%-2.7% in Q1FY27. CANF has guided for spread/ NIM at
2.75%/ 3.75% over the medium term. AAVAS has taken a PLR cut of 10bps (effective
from Jun'26) and is seeing a rise in CoF due to liquidity tightening. HFFC is expected to
maintain CoF in Q1in a similar range as Q4FY26, despite pressure on bond yields. Credit
cost is expected to remain low/ benign across the board; LICHF is awaiting NCLT

resolution from one large account.
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BAF - NIM to see a slight compression; credit cost at 1.7%: BAF reported AUM growth of 24% YoY to INR5,469bn
(in line with guidance). New loans booked grew 20% YoY to 16.1mn and company added ~5mn new customers
in the quarter, taking the total number of customers to 124.4mn. We expect NIM to see a marginal compression
in Q1 due torise inincremental CoF, and credit cost to trend at 1.7% on seasonality/ persisting stress in the MSME

portfolio.

BSE - Strong volume to drive earnings: BSE's cash ADTO grew by 38.7% YoY/ 10.3% QoQ to INR99.6bn in
Q1FY27. Growth in index options premium ADTO remained robust, rising 96.4% YoY to INR296.2bn, although
sequential growth moderated to 2.4% QoQ. Driven by healthy growth in cash market and sustained momentum
in the derivatives segment, we expect operating revenue in Q1 to grow by ~65% YoY, with EBITDA/ PAT margin
of 72%/ 51%. The impact of RBI norms on bank funding for proprietary trading is likely to be visible in Q2 trading

volume and remains a key monitorable.

Exhibit 1: QIFY27E Result Preview (INR mn)

Company Name QIFY27E Q1FY26  YoYgr. (%) Q4FY26 QoQgr. (%) Remark
NIl 122,515 102270 19.8 117,806 40 Reported 24% Yo growth in AUM to INR
5,469 bn; seeing tailwinds in new
PPOP 100,228 84 878 18.1 94,174 6.4 businesses like new businesses such as
o ’ ' gold, tractor, MFI etc.
PAT 58,327 47,653 224 551588 5.0
New loans booked grew 20% YoY to 16.1
NIM (%) 9.4 9.6 -26 bps 96 -21bps mn and BAF added ~5 mn new customers in
Bajaj Finance the quarter, taking the total number of
Cost-to-income ratio (%) 332 327 47 bps 338 -60 bps customers to 124.4mn.
Credit cost (%) 17 20 -30 bps 16 7bps  Expect to see marginal moderation in NIM
in FY27.
AUM 54,69,000 44,14,500 239 50,99,750 72
. Expect credit cost at 1.7%; build
Borrowings 33,79,389 29,14,210 16.0 32,28,180 4.7 improvement in 9M.
NII 39,473 31,838 24.0 38,551 2.4
PPOP 29,970 24,117 24.3 29,838 0.4 .
Expect growth to see an impact from fuel
PAT 15,863 11,359 397 16,407 (3.3) costincrease; HL/ LAP to see strong
growth.
Cholamandalam NIM (%) 7.1 6.9 20 bps 7.3 -21bps
Investment and Higher yield in new businesses to be offset
Finance Company  Cost-to-income ratio (%) 385 376 91bps 377 80 bps by a higher CoF; expect opex to be
elevated.
Credit cost (%) 16 1.9 -36 bps 1.6 -5 bps
Credit cost to moderate.
AUM 23,22,393 19,21,480 209 22,43,340 35
Borrowings 21,67,567 18,13,040 19.6 21,08,666 2.8
NII 23923 20,122 18.9 23,913 0.0 Reported 21%/ 12% growth in Q1
PPOP 16.473 13.530 218 17.216 (4.3) disbursements/ AUM; however, demand
’ ’ ! likely to be impacted in Q2 due to a weaker
PAT 7,929 5,295 49.7 8,730 (9.2) monsoon.
bl 6 - NIM(%) 7.3 69 43 bps 75 -20bps gypect CoF to increase due to bond yields
Mahindra Financial CETelier | in the sh ¢
ServiEss Cost-to-income ratio (%) 40.0 40.8 -75 bps 372 289 bps hardening; increase in the share of tractor
to offset the impact.
Credit cost (%) 1.8 2.3 -45 bps 18 4 bps
Stage 3%/ 2% (reported already) has
AUM 13,73,000 12,20,080 12.5 13,40,960 24 improved sequentially; expect credit cost
Borrowings 12,21399  11,08,700 102 12,03,349 15 tostart normalizing.
NII 68,208 57,725 18.2 67,514 1.0
PPOP 50,017 41,924 19.3 53,250 (6.1) Expect 15% YoY growth in AUM; impact on
fuel cost increase to result in lower run-
PAT 26,596 21,557 234 30,136 (11.7) rate.
. . NIM (%) 8.9 8.6 26 bps 9.1 -21bps Expect NIM to see a drag from hardening
Shriram Finance bond yield
Cost-to-income ratio (%) 311 317 -59 bps 26.0 518 bps PONAYIelds.
Credit cost (%) 2.0 2.1 -6 bps 20 -4 bps Stable credit cost; maintain cautionary
stance in the MSME and Construction
AUM 31,19,465 27,22,490 14.6 30,22,738 3.2 Equipment portfolio.
Borrowings 27,224,214 24,2913 121 25,06,899 8.7
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Company Name QIFY27E QIFY26  YoYgr. (%) Q4FY26 QoQagr. (%)
NII 7,798 6,792 14.8 7,847 (0.6)
PPOP 721 77 0.6 8,582 (16.0)  Expect 15% AUM growth; impact of rise in
PAT 4,856 4,287 13.3 6,084 (20.2) fuelcosttobeadrag.
NIM (%) 54 54 5 bps 56 -18 bps NIM to be impacted by bond yields
Sundaram Finance hardening/ liquidity crunch.
Cost-to-income ratio (%) 30.0 277 225 bps 267 335 bps
. 6 _ Remain wary of asset quality trends due to
Credit cost (%) 24 L2 /s 0o s cash-flow pressures in MSME/ construction
AUM 6,14,496 5,32,780 15.3 5,99,080 2.6 equipment.
Borrowings 5,42,907 490,875 10.6 545904 (0.5)
NIl 3,682 2,776 326 3,199 15.1 ) .
Expect strong disbursement growth in Q1
PPOP 2,327 1,904 22.2 2,374 (2.0) ona low base; login and sanctions have
seen good momentum; on track to reach
PAT 1,740 1,393 25.0 1817 (4.2) disbursement growth guidance of ~20%.
. . NIM (%) 8.0 75 48 bps 85 -49 bps Spread to see a slight compression; taken a
AAVAS Financiers PLR cut of 10 b ffecti June:
Cost-to-income ratio (%) 44.8 466 -185 bps 462 -146 bps R Cuto ps effective n June;
incremental CoF also saw a rise due to
Credit cost (%) 02 0.3 -10 bps 0.1 3bps liquidity tightening.
AUM 2,39,996 2,07,397 15.7 2,34,517 2.3 Expect some seasonality impact on asset
ality in Q1.
Borrowings 162,346 1,43,899 12.8 156,856 35 dwIY!
NI e B 528 B g228 (20) Strong disbursement momentum across KA
branches as e-khaata
PPOP 3,476 3.039 14.4 3,535 (17) issue normalizes; strong growth in Apr/
May-26.
PAT 2,551 2,239 14.0 3,457 (26.2)
Reiterated guidance to maintain spread/
NIM (%) 37 36 14 bps 39 -17bps NIM at 2.75%/ 3.75% over the medium
Can Fin Homes term; we see a similar margin trajectory,
Cost-to-income ratio (%) 18.2 18.3 -17 bps 19.8 -169 bps aided by a lower CoF.
Credit cost (%) 02 0.3 -10 bps 0.0 17 bps Opex to be higher due to additional IT
spend on new LOS/ LMS and new branch
AUM 4,227,211 3,87,730 10.2 4,16,472 26 @addition.
Borrowings 386,830 3,554,890 9.0 3,82,579 7.7 Credit cost outlook benign.
NII 2,428 1,941 251 2,364 2.7
PPOP 2,120 1,682 26.1 2,110 0.5
PAT 1,523 1,189 28.1 1,494 1.9 Expect strong disbursement momentum
with Karnataka emerging out of the e-khata
o NIM (%) 59 59 2bps 6.1 19 bps ©verhang.
Home First Finance
Company India . o Should be able to maintain CoF in Qlina
Cost-to-income ratio (%) 338 34.0 -26 bps 31.8 197bPS  gimilar range as Q4FY26 despite pressure.
Credit cost (%) 0.4 0.4 -1bps 0.5 -8 bps Maintain spread in the 5%- 5.2% range.
AUM 167,755 1,34,787 24.5 1,58,777 57
Borrowings 1,16,491 96,744 20.4 1,05,900 10.0
NII 21,663 20,658 4.9 22,218 (2.5)
PPOP 20,067 18.920 6.1 20,084 (0.1) Q4 growth was muted due to intense
' ' ' competitive pressure from banks; expect
PAT 14,686 13,599 8.0 14,975 (1.9) strong disbursement growth in Q1.
LIC Housing NIM (%) 26 26 Obps 28 14 bps  Reduced rate to be competitive; NIM
ATEES Cost-to-income ratio (%) 14.8 13.4 136 bps BE Bk SUREIESEIEESs 2SR el
Credit cost (%) 0.2 0.3 -10 bps 0.1 6 bps Corporate NPA exposure stood at
INR28.4bn; management has gone to NCLT
AUM 33,03,954 30,95,870 6.7 31,61,678 4.5

for one case with resolution expected in Q1.
Borrowings 28,73,003 27,09,330 6.0 27,74,225 36

Source: Company, PL
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Exhibit 2: QIFY27E Result Preview (INR mn) - Exchange

Company Name QIFY27E Q1FY26  YoYgr. (%) Q4FY26 QoQgr. (%) Remark
Revenue from operations 15,838 9,580 65.3 15,635 13
EBITDA 11,987 7,120 68.4 11,280 6.3
Expect revenue growth of 65% YoY driven
PAT 8,515 5,262 61.8 7,955 7.0 by healthy growth in cash and derivatives
market.
BSE EBITDA margin (%) 716 68.2 346 bps 69.2 243 bps
EBITDA/ PAT margins to improve to
PAT margin (%) 50.9 50.4 50 bps 48.8 209 bps  72%/51% respectively in Q1FY27.
Cash ADTO (INR bn) 99.6 71.8 387 90.3 10.3

Index option premium

ADTO (INR bn) 296.2 150.8 96.4 2892 2.4

Source: Company, PL

Exhibit 3: Valuation Summary

T P/ABV RoE RoA

p
Company Name (INR) (INR bn)

N Fy25 FY26 FY27E FY28E FY25 FY26 FY27E FY28E FY25 FY26 FY27E FY28E

Bajaj Finance C  ACCUMULATE 1029 1100 6389 65 56 47 38 190 179 203 210 40 38 42 43
Cholamandalam Investment ¢ s coymyATE 1851 1950 1577 83 59 49 40 197 193 203 205 24 23 25 26
and Finance Company
Mahindra & Mahindra C  ACCUMULATE 332 355 461 22 20 17 15 124 130 128 131 19 20 21 22
Financial Services
Shriram Finance s BUY 1062 1250 1999 40 34 21 21 186 164 127 M7 37 33 31 31
Sundaram Finance C  ACCUMULATE 4,608 4900 512 49 42 36 31 150 154 155 158 28 30 29 30
AAVAS Financiers S ACCUMULATE 1514 1,645 120 28 24 22 19 141 139 130 140 33 33 30 32
Can Fin Homes s BUY 919 1,075 22 25 21 18 15 182 197 169 170 22 26 23 24

Home First Finance
Company India

LIC Housing Finance S HOLD 549 575 302 09 0.8 0.7 06 160 144 136 124 1.8 1.8 17 1.6

S ACCUMULATE 1198 1,325 125 4.5 3.0 26 23 165 157 136 137 36 39 3.6 34

Source: Company, PL S=Standalone / C=Consolidated

Exhibit 4: Valuation Summary - Exchange

Company Name Sl U =2 PIE Rot RoA

(INR) ~ (INR) (INRbn) Eyo5 Fyoe Fy27E FY28E FY25 FY26 FY27E FY28E FY25 FY26 FY27E FY28E
BSE c BUY 3803 4850 1551 1186 630 496 390 328 435 405 405 133 208 214 231
Source: Company, PL S=Standalone / C=Consolidated

PL Research is also available on www.plindia.com, Bloomberg, Thomson Reuters and Factset Institutional Equities | 4
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Exhibit 5: Change in Estimates

Target Price (INR)

%

NII (INR bn)

PPoP (INR bn)

PAT (INR bn)

i Chng.
Bajaj Finance ACCUMULATE BUY 1,100 1,100 0.0%
Cholamandalam
Investment and ACCUMULATE BUY 1950 1950 0.0%
Finance Company
Mahindra & Mahindra - o myLATE  ACCUMULATE 355 325 93%
Financial Services
Shriram Finance BUY BUY 1250 1,200 4.1%)
Sundaram Finance ACCUMULATE ACCUMULATE 4900 4900 0.0%
AAVAS Financiers ACCUMULATE ACCUMULATE 1,645 1,585 3.8%
Can Fin Homes BUY BUY 1075 1075 -0.1%
Home First Finance oo MULATE  ACCUMULATE | 1325 1350  -18%
Company India
LIC Housing Finance HOLD HOLD 575 575  0.0%

Source: Company, PL C = Current / P = Previous

Exhibit 6: Change in Estimates - Exchange

Target Price (INR)

p %

5415

169.4

100.0
293.4
333
15.2
17.5

103

5332

170.6

100.0

2985
333
15.6
17.8
10.7

88.7

1.6%

-0.7%

0.0%
-1.7%
0.1%
-2.0%
-1.2%
-4.5%

-0.1%

650.2

206.7

113.9

349.5
389
18.3

20.4
122

91.2

657.2

206.7

113.9

349.5
386
18.4
20.6
13.0

91.2

Revenue from Op. (INR mn)

FY27E

FY28E

-1.1%

0.0%

0.0%

0.0%
0.8%
-0.6%
-1.1%
-6.3%

0.0%

4411

128.6

69.3

2117
317
9.5
14.6
8.8

821

435.4 1.3% 537.6
129.5 -0.7% 156.3
69.3 0.0% 787
231.0 -8.4% 2545
316 0.1% 37.8
10.0 -4.8% 17
14.9 -1.5% 17.2

93 -5.2% 103

822 -0.1%

EBITDA (INR mn)

5423 -09% 2606 2606  0.0% 3240 3240  0.0%
1563 00% 681 681 00% 834 834  00%
787  00% 339 339  00% 395 395  00%
2609  -57% 1155 1155 00% 1455 1455  0.0%
376  06% 213 213 00% 253 253  00%
20 -21% 70 70 0.0% 87 87  0.0%
74 -13% 109 109  00% 128 128  00%
m -74% 6.4 64 0.0% 74 74 0.0%
850  00% 597 597  00% 606 606  0.0%

PAT (INR mn)

Chng.

BSE BUY BUY 4,850 4,850 0.0%

Source: Company, PL C = Current / P = Previous

60,099

60,099

0.0%

75,285

75,285

0.0%

44,213

44,213 0.0% 56,272

56,272 0.0%| 31258 31,258 0.0% 39,727 39,727 0.0%
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Sr. No. Company Name

—_

AAVAS Financiers

2 Bajaj Finance

3 BSE

4 Can Fin Homes

5 Cholamandalam Investment and Finance Company
6 HDFC Life Insurance Company

7 Home First Finance Company India

8 ICICI Prudential Life Insurance Company
9 LIC Housing Finance

10 Mahindra & Mahindra Financial Services
" Max Financial Services

12 SBI Life Insurance Company

13 Shriram Finance

14 Sundaram Finance

PL's Recommendation Nomenclature (Absolute Performance)

BUY

Accumulate

Hold

Reduce

Sell

Not Rated (NR)
Under Review (UR)

> 15%

5% to 15%

+5% to -5%

-5% to -15%

< -15%

No specific call on the stock

Rating likely to change shortly

Rating
Accumulate
BUY

BUY

BUY

Buy

BUY
Accumulate
BUY

Hold
Accumulate
BUY

Buy

BUY

Accumulate

TP (INR)

1585
1100
4850
1075
1950
755
1350
705
575
325
2035
2200
1200
4900

Share Price (INR)
1446
930
3999
915
1640
568
1215
485
560
294
1597
1789
101
4385
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Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above,
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in
order to conduct certain business with Major Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a
U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker
dealer.
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