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Guidance reiterated; growth & earnings to pick up

About the stock: CanFin Homes (CFHL) was promoted by Canara Bank in 1987,
with ~30% stake as of Sep 2025. The HFC has a presence in 248 locations across
21 states and union territories (UTs).

e Housing loans comprise ~87% of book; of which ~70% is to salaried
customers

e Average ticket size is X25 lakh for housing, X14 lakh for non-housing loans

Q2FY26 performance: Canfin Homes reported healthy performance in Q2FY26.
Steady disbursement at 2545 crore (6.9%), was offset by pre-payment resulting
in AUM growth being broadly steady at 8.4% YoY/ 2.3% QoQ to 39,657 crore. NI|
grew 19.1% YoY to X405 crore (up 11.5% QoQ), driven by 27 bps YoY/ 38 bps QoQ
in margin to ~4%, on the back of reduction in cost of borrowing. Opex remained
elevated, keeping Cl ratio at 18.55%, however, healthy top-line resulted in 18.9%
YoY growth in earnings at X251 crore with RoA at 2.46%. Asset quality remained
broadly steady with GNPA at 0.94%, down 4 bps QoQ.

Investment Rationale

e Optimistic on growth; guidance reiterated: Management has reiterated
guidance targeting disbursement of X10,000-10,500 crore in FY26E,
implying ~12-13% AUM growth. Such momentum is expected to be aided
by branch addition (14 added out of planned 15) and improving
disbursement across geographies. Yield growth is expected to be
supported by a gradual shift in portfolio mix toward the higher-yielding
non-home loans, aiming for a 20% share of AUM and an increased focus
on self-employed segment, with the salaried-to-self-employed mix
targeted to reach to 65:35 over the next 2-3 years.

e Lower funding cost and asset quality resilience to aid earnings:
Incremental borrowing cost has moderated to ~7.1%, and further savings
are expected as upcoming term loans are repriced and NHB's lending rates
are anticipated to be revised downwards. Thus, management has
maintained guidance of margins at 3.75% and spreads at 2.75%. Given
steady asset quality, healthy coverage, credit costs guidance is maintained
at ~12-15 bps. Tech initiatives is expected to keep Cl ratio elevated at 19-
19.5% in FY26, with improvement anticipated in FY27E as business growth
accrue. Thus, margin resilience, backed by a favourable funding mix and
controlled asset quality, offers strong earnings visibility with RoA to
sustain at 2.1-2.3%.

Rating and Target Price

e Canfin Homes has been best in class HFC player with a robust business
model & underwriting practice, which resulted in healthy earnings growth
with GNPA <1% across cycles.

e Margin resilience coupled with strong asset quality is expected to sustain
RoA at 2-2.3% in FY26-27E. Revival in business growth to act as trigger to
boost valuation. Thus, we value CanFin Homes at ~1.9x FY27E BV and
revise target price to X1,000 (earlier X910). Maintain Buy rating.

Key Financial Summary

2 year CAGR
X crore FY23 FY24 FY25 (FY23-FY25)
NII 1015 1259 1354 15.5%
PPP 866 1036 1152 15.4%
PAT 621 751 856 17.4%
ABV (X) 268 315 367 17.2%
P/E 18.0 14.9 13.0
P/ABV 3.1 2.7 2.3
RoA 2.0% 2.2% 2.2%
RoE 18.5% 18.8% 18.2%
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Particulars

Particulars Amount
Market Capitalisation X 11,163 crore
52 week H/L 898 /558
Net worth X 5462 Crore
Face Value 2.0
DIl Holding (%) 23.9
FIl Holding (%) 12.5

Shareholding pattern
Holding (%) Sep-24 Dec-24 Mar-24 Jun-24
Promoter 300 300 30.0 30.0

Fll 115 114 12.1 125
DIl 279 281 247 239
Public 306 305 33.2 336
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(i) Delay in business growth revival

(i) Continued elevated repayment
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2 year CAGR
FY26E FY27E (FY25-27E)
1573 1789 15.0%
1304 1487 13.6%
975 1104 13.6%
435 511 17.9%
11.4 10.1
1.9 1.6
2.3% 2.3%
17.6% 17.0%

Source: Company, ICICI Direct Research
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Concall highlights and outlook:

Operational Performance

e AUM stood at 39,657 crore, up 8.4% YoY, while PAT rose 18.9% YoY to
X251 crore. AUM growth was slightly below 9% due to higher prepayments
of X200 crore, X120 crore from loan closures and X80 crore from customers
paying more than regular EMils.

e Q2FY26 disbursements exceeded guidance, reaching 2,500 crore, while
Q1FY26 had crossed 2,000 crore.

e Karnataka recovered strongly, with disbursements of X270 crore in
September, close to historical levels of X275-278 crore. Policy changes
allowing E-Khata conversion and 15-day E-Khata processing are expected
to drive 3-4% YTD growth by Q3-end.

e Telangana’s negative growth improved from -30% to -27%, showing
steady monthly improvement, though full recovery is expected only by Q4.
The state saw higher prepayments, accounting for 40% of loan closures.

e The North and East zones delivered strong 30% growth, while Tamil Nadu
and the West zone grew 25%, with the latter improving from 18-20%
earlier.

e Branch expansion continued, focused on the North and West due to lower
representation, while expansion in the South continued excluding
Telangana and Karnataka. The company opened 14 branches in H1 out of
15 branches planned.

e The company is implementing IT transformation modules in two phases:
Phase 1 (completed in Q2) included SD-WAN, Mailing solutions, Active
Directory, ALM borrowing and treasury modules; Phase 2 (scheduled for
Q3) includes LOS LMS, HRMS, deposits module and accounts package. The
IT transformation will require staff training and system downtime, which
is expected to temporarily impact disbursements in Q3.

e Total loan closures were X390 crore out of total prepayments/amortization
of 1,661 crore in Q2. Telangana contributed ~X45 crore of the increase,
while other states saw smaller BT-out amounts of X8-14 crore each.

Margins

e The lowest lending rate is 8.7% (reduced from 8.95% after two rate cuts), and the
highest is around 11.5%, with a blended incremental lending rate of 10.08%.

e The proportion of customers on annual resets continues to decline, from 72% to 67% in
Q1 and further to 59% in Q2. The company expects to maintain spreads and margins
despite the shift to quarterly resets, supported by lower incremental borrowing costs.

e The overall cost of borrowing at the end of Q2FY26 was 7.29%. The highest bank
borrowing cost is 7.1% for long-term loans and below 7% for short-term/WCDL loans.
NHB refinance sanction of X1,500 crore was received at a blended rate of 6.8%. NHB’s
30 bps PLR rate cut (effective July) will benefit floating-rate borrowings over the next
two quarters.

e NIM crossed 4% in Q2FY26, with spreads improving from 2.62% in Q1 to 2.79% in Q2.
Management guides for a steady NIM of 3.75% and spread of 2.75% going forward,
maintaining flexibility to offer competitive rates in Q4.

e For Q2FY26, standalone NIM stood at 4.02%, while H1IFY26 combined NIM was 3.83%.
The improvement was largely driven by a 100-bps benefit from repo rate cuts across
bank borrowings.

Asset quality

e Delinquency declined to X3,850 crore, an absolute reduction of X130 crore, with
improvements across SMA-0, SMA-2, andX NPA segments.

e Credit costs were minimal in Q2, with ?3 crore of provisioning mainly for portfolio
growth rather than delinquencies.

¢ Management targets further delinquency reduction to around X3,750 crore by Q3.

Guidance

e Disbursements in Q3FY26 targeted at X 2,500 crore, FY26 targeted at X10,500 crore
(20% YoY growth) resulting in AUM growth of 12-13% in FY26 and 15% growth in FY27.

e Maintained guidance on spreads at 2.75% and NIM of 3.75%.

e Management expect Cl ratio to increase to 19-19.5% for FY27 due to IT project cost.

e Delinquency is aimed to be reduced by another X100 crore in Q3FY26 to around 3750
crore. Credit cost to be lower than original guidance of 15 bps for the year.
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Exhibit 1: Variance Analysis

Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ (%) Comments
Net Interest Inc 405 340 19.1 363 11.5 Healthy NI growth driven by AUM expansion
Reported NIM % 4.0% 3.8% 27 bps 3.6% 38 bps Decrease in cost of funds aided margins
Other Income 6.3 7.4 -15.5 9.3 -32.7
Net Total Income 411 347 18.3 372 10.4
Employee Benefit 43 29 49.9 42 3.8 Salary revision undertaken in QLFY26
expense
Other Operating 33 31 8.0 27 24.2
Expenses
PPP 335 288 16.3 304 10.1
Provision 3 14 -77.7 26 -88.3 Credit cost at lower end of guidance
PBT 332 274 21.0 278 19.4
Provision for Tax 80 63 28.0 54 49.1
PAT 251 211 18.9 224 12.3
Key Metrics
GNPA 373 320 16.6 378 -1.3 Asset quality continues to remain steady
NNPA 191 172 11.0 208 -8.2
Total Loan Book 39657 36591 8.4 38773 2.3 Continued focus on non-home segment
Borrowings 36107 33790 6.9 35489 1.7

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 2: Profit and loss statement X crore I Exhibit 3: Key ratios

(Year-end March)
Interest Earned
Interest Expended
Net Interest Income
% growth

Non Interest Income
Net Income
Employee cost
Other operating Exp.
Operating Profit
Provisions

PBT

Taxes

Net Profit

% growth

EPS (F)

Fy24
3,490
2,231
1,259

24.1

1,036

958
207

20.8

56.4

FY25
3,842
2,488
1,354

7.5
37

1,390

FY26E
4,173
2,601
1,573
16.2
41

1,614

FY27E
4,702
2,913
1,789
13.7
46

1,835

Source: Company, ICICI Direct Research

(Year-end March)
Valuation

MNo. of Equity Shares
EPS R)

BV X)

ABV )

P/E

P/BV

Pladj.BV

Yields & Margins (%)

Yield on interest earning
assets

Avg. cost on funds

Net Interest Margins
Spreads

Quality and Efficiency
Cost [/ Total net income
GNPA%

NNPA%

RoE (%)

RoA (%)

Fyz4

133
56.4
326.2
315.2
149
2.6
2.7

9.9%

7.3%
3.6%
2.6%

22.0%
0.8%
0.4%

18.8%
2.2%

Fy25

133
64.3
380.5
367.5
13.0
2.2

2.3

9.9%

7.4%
3.5%
2.4%

17.8%
0.9%
0.5%

18.2%
2.2%

FY26E

13.3
73.2
449.6
435.0
11.4
1.9
1.9

9.8%

7.0%
3.6%
2.8%

20.6%
0.8%
0.5%

17.6%
2.3%

FY27E

13.3
82.9
5275
510.6
10.1
1.6
1.6

9.8%

7.0%
3.7%
2.8%

20.2%
0.8%
0.5%

17.0%
2.3%

Source: Company, ICICI Direct Research

Exhibit 4: Balance sheet X crore [l Exhibit 5: Growth ratios

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) Fy24 FY25 FY26E FY27E
Sources of Funds Total assets 10.7% 10.7% 12.4% 13.4%
Cﬂpltﬂl 27 27 27 27 Advances 108% 91% 124% 139%
Reserves and Surplus 4317 5041 5960 6998  Borrowings 96%  100%  12.0%  12.0%
Networth 4344 5067 5087 7,024 Total Income 24.1% 7.5% 16.1% 13.7%
i Net interest income 24.1% 7.5% 16.2% 13.7%
Borrowings 31,863 35,051 39,257 43,968
Operating expenses 45.6% -7.3% 29.9% 12.5%
Other Liabilities & Provisii 379 381 516 578
Operating profit 19.7% 11.2% 13.2% 14.0%
Total 36,586 40,500 45,760 51,570
Net profit 20.8% 14.0% 13.9% 13.2%
Book value 19.1% 16.7% 18.1% 17.3%
Applications of Funds EPS 208%  14.0%  13.9%  13.2%
Fixed Assets 53 50 53 56 Source: Company, ICICI Direct Research
Investments 1,459 2,374 2,560 2,673
Advances 34,553 37,696 42,387 48,280
Other Assets 521 379 761 561
Total 36,586 40,500 45,760 51,570
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
} |
ﬂ[c.fcl direct.com No
favesiom mn]c::;r:w#mn:rrps BROKEH
| ICICI Securities Ltd. |[@l 75° asmine
X Analhyst Award 2012 T
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, MBA, Nivedita Choudhary, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or
employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in
the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report

ICICI Securities | Retail Research 6



	Guidance reiterated; growth & earnings to pick up
	Financial Summary

	RATING RATIONALE
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:

