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Home First Finance
Company India Ltd.

SUBSCRIBE

Home First Finance Company India (Home First Finance), incorporated in

February 2010, is an affordable housing finance company targeting first
time home buyers in low and middle-income groups. As on 30th
September, 2020, Home First Finance had a network of 70 branches
covering 60 districts in 11 states and 1 union territory in India. Home First
has leveraged digital technology extensively across all processes of
customer acquisition, loan applications, managing customer experience
and risk management.

During FY18-20, Home First Finance’s advances grew at a scorching pace

of 51.8% CAGR to Rs. 3,014 crores at the end of FY20. Over the same

Issue Details
Listing BSE & NSE
Open Date 21 Jan 2021
Close Date 25 Jan 2021
Price Band Rs.517-518
Market Lot 28 shares
Minimum Lot 1Lot
Issue Structure
Offer for sale 77%
Fresh Issue 23%
Issue Size Rs.1,153 cr
Total no of shares 22,272,568
QIB share (%) < 50%
Non Inst share (%) > 15%
Retail share (%) = 35%

period, its income grew at a CAGR of 65.2% to Rs.354.7 cr while the net
profit grew at a CAGR of 122.6% to Rs.79.2 crore

Affordable housing is agargantuan growth opportunity for incumbents like
Home First. At the end of FY20 the affordable housing finance industry was
a mammoth Rs. 9.1 lakh crores in size (CAGR of 53% during the period of
FY15-19). The demand for affordable housing has been strong and is
expected to grow owing to factors like

¢ Rising Urbanisation

e Favourable demographic trends

Shareholding Pattern

Pre (%) Post(%)
Promoters 52.85 33.70
Public 47.15 66.30

Key Financials (in X crores)

e Rising nuclearization

e Rising demand for independent housing

¢ Declining age of home buyers

e Government initiatives to provide housing for all by FY22 under
PMAY and the CLSS subsidy under the ambit of this scheme.
Convergence of PSL guidelines with PMAY guidelines has improved
the eligibility criteria from INR 28 lacs to 35 lacs (cap of INR 45 lacs).

e Increased NHB refinance limits for affordable housing loans to aid
borrowing costs

e Lowered risk weight rationalisation on Housing Loans

il NIM Net GNPA NNPA CAR BVPS RoAA RoAE P/E P/B
(%) Profit (%) (%) (%) X (%) (%) (x) (x)

FY19 231.9 5.4 45.2 0.7 0.5 - - 2.4 10.7 .
FY20 354.7 5.1 79.2 0.9 0.7 48.8 119.2 2.7 10.9 48.1 4.4
FY21E 474.2 6.0 124.0 1.0 0.8 55.5 163.2 3.1 10.6 35.9 3.2
FY22E 625.1 6.0 168.0 0.9 0.7 47.6 182.8 3.2 11.3 26.5 2.9
FY23E 810.8 5.8 204.4 0.8 0.6 42.4 206.6 3.0 12.2 218 26
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Strong and experienced management team with a distinguished board

Key Management Person Designation Description

Manoj Viswanathan holds a Bachelor’s degree in Electrical &
Electronics Engineering from BITS, Pilani and an MBA from XLRI

MD & Chief Executive ] .
Jamshedpur. He possesses experience of more than 23 years in

Manoj Vishwanathan

Officer . . .
consumer lending, encompassing sectors such as automobile
loans, mortgages, and unsecured lending.

He has more than 18 years in Consumer Lending and Technology
Ajay Khetan Chief Business Officer at Macquarie Group, HP Financial Services, Citigroup and Tech
Pacific
Gaurav Moht Chief Marketing Officer He has more than 16 years in Consumer Lending and Product
aura onta et Marketing Litice Management with Kotak Bank, Citigroup and RPG-Foodworld
She has more than 15 years in Product Development, Analytics and
Vilasini Subramaniam Head - Strategic Alliances Business Strategy at Citigroup, MHFC and Janalakshmi Financial
Services
. . . ) She has more than 13 years in Supply Chain Finance, Financial
N P i hief F | Off
utan Gaba Patwari Chief Financial Officer Planning & Analysis at HUL, ITC and Philip Morris
s Capital infusion by pedigree private equity firm
Orange Clove Investments (an affiliate of pedigree private equity firm
Warburg Pincus) has infused Rs.75 cr through a subscription of
2,240,639 equity shares on 1st Oct 2020. It also acquired 18,810,719
shares from existing shareholders, which took its overall stake in
Home First Finance to 29.15%. This reinstates our faith in the
management.
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+ Leveraging digital technologies end-to-end to spear head growth

Home First Finance has established a differentiated technology
framework, having customised systems and tools which enhances the
convenience for their customers and helps in increasing operational
efficiency. Their systems are designed to facilitate a loan sanction
within an average turn-around time of 48 hours vs. the industry
average of 8-10 working days.

Scalable operating model built on holistic technology usage

Home First Connector 360° view of customer 1dt a

App for channel for employees
rerios KNS

partners

26,000+ customers Electronic
(59%) active on payments
mobile app

End-to-end digital
process for
housing loans

n G Digital marketing on major online

u media

In-house content creation team 360°
2 airtel iz Sl
Paytm ® Regional content
Mantri : NN :
™, " Alliances with digital players ] (ZCflfI/ nd exte

paisabazaar g £
o

System designed to facilitate avg. loan sanction TAT of 48 hours vs. industry avg. of 8-10 working days

Home First Finance has demonstrated reduced borrowing costs, well
diversified financing profile, sharp focus on prudent ALM, stable asset
quality and collection efficiency (even during COVID times) to help
sustain the high growth trajectory, superior profitability and return
ratios.

Leveraging the growth opportunity provided by affordable housing,
Home First has grown its AUM to Rs. 3,618 crores from Rs. 1,356
crores over the period FY18-20. Going forward, we expect the AUM
to grow at a CAGR of 28% to Rs.7,620 crore by FY23.

Over the same period, we expect Net income / PPOP / PAT to grow
at a CAGR of 32.7%/ 35.3%/ 37.1% to Rs. 376 cr / Rs. 306 cr / Rs.
204 cr, respectively, by FY23.

-3- Wednesday 20" Jan 2021

This document is for private circulation, and must be read in conjunction with the disclaimer on the last page.



\Y4 VENTURA

Kyon ki bhaiya, sabse bada rupaiya.

Asset quality to improve with better collection efficiency
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Source: Company Reports & Ventura Research

Collection efficiency improved significantly with easing lockdown
restrictions. 97% collection efficiency is the hallmark for the company.

Collection efficiency improved significantly
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Source: Company Reports & Ventura Research

NIMs are expected to remain stable and rising given the high yielding
affordable housing loans and reduced borrowing cost
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NIMs to rise in FY21 and remain stable in coming years
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Return ratios to improve with better NIMs
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Source: Company Reports & Ventura Research
« Valuation.
At the upper price band of the IPO, Home First is valued at 2.6X

FY23 P/BV. Given the strong prospects, we recommend a BUY
on the stock.
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Issue Structure and Offer Details

The proposed issue size of Home First Finance IPO is Rs.1,153.7 cr of which Rs
265 crores is in the form of a fresh issue and the balance is OFS. The price band
for the issue is in the range of Rs.517-518 and the bid lot is 28 shares and
multiples thereof.

Issue Structure

No of Shares % of shares

Category Offered * Offered
QIB** 1,11,36,284 <50
Non Institutional Bidders 33,40,885 215
Retail 77,95,399 =235
Total 2,22,72,568 100

* no. of shares based on higher price band of Rs. 518

** the company may allocate up to 60% of the QIB Category to Anchor Investors at the Anchor Investor Offer
Price, on a discretionary basis.

Source: Company Reports & SEBI

Objects of the offer

Purpose Amount (Rs. In Cr)
Net Proceeds proposed to be utilized for increasing the

company’s capital base which will be utilized towards its '
General Corporate Purposes* 0

Total Net Proceed 0

*To be finalised upon determination of the Offer Price. The amount shall not
exceed 25% of the gross proceeds of the Fresh Issue

Source: Company Reports and SEBI
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Financial Projections

Y/EMarch (" crore) FY19 FY20  FY21E  FY22E  FY23E[J YIEMarch (" crore) FY19 Y20  F21E  FY22E  FY23E

Income Statement Ratio Analysis

Interest Income 2319  3B4T 4742 6251 8108 | Efficiency Ratio (%)

Interest Expense 1266 1938 2441 3221 4344 IntExpended/Int Earned 54.6 54.6 515 515 53.6

Net Interest Income 1054 1609 2301 3031 3764 | Intincome/Total Funds 93 102 103 104 10.7

YoY change (%) 64.7 52.7 430 317 24.2 | NI/ Total Income 38.9 38.3 410 413 39.6

Non Interest Income 39.0 64.9 875 1086  139.0 | Other Inc./Total Income 144 155 156 148 146

Total Net Income 1444 2258 3176 4117 5154 Ope.Exp./Total Income 265 243 221 22.0 220

Total Operating Expenses 719 1020 1241 1612 209.0 | NetProfit/ Total Funds 18 2.3 2.7 28 2.7

Pre Provision profit 725 1238 1936 2504 3064 | Credit/Borrowing 1109 1209 1250 1176 1136

YoY change (%) 167.1 70.7 56.4 294 22.3 | Investment / Borrowings 5.3 58 70 7.1 6.5

Provisions 73 165 218 259 33.L [ NIM 54 51 6.0 6.0 58

Profit Before Tax 652 1073 1657 2246 2733

YoY change (%) 168.6 64.6 545 35.5 217 | Solvency

Taxes 200 280 418 56.6 68.9 | Gross NPA (Rs. Cr) 149 211 398 440 53.0

Net profit 452 792 1240 1680 2044 | NetNPA(Rs.Cr) 107 211 298 378 397

YoY change (%) 1826 753 56.4 355 217 | Gross NPA (%) 0.7 09 10 09 08

Net NPA (%) 05 07 08 0.7 06

Balance Sheet Capital Adequacy Ratio (%) 0.0 488 555 476 24

Cash & Balances with RBI 1857 1477 1790 2201 2489 | Tier | Capital (%) 48.0 545 46.8 4.7

Inter bank borrrowing 6.3 74.3 931 1244 1493 | Tier Il Capital (%) 08 10 08 0.7

Investments 1029 1456 2212 3142 3770

Loan and Advances 21347 30139 39784 51719 66200

Other Assets 350 771 955 1241 1589 | Per Share Data ()

Total Assets 24820 34796 45938 59900 7,600.1 | EPS 78 108 144 196 238

Deposits 00 0.0 0.0 00 0.0 | Book Value 4130 1192 1632 1828 2066

Borrowings 19256 24938 31827 43961 58256 | AdjBook Value of Share 4045 1165 1598 1784 2020

Other Liability 332 522 94 242 04

Equity 127 15.7 172 172 17.2 | Valuation Ratio

Reserves 5105 9180 13845 15525 1,756.9 | Price/Earnings (x) 66.2 481 35.9 26.5 218

Share warrant O/s 0.0 0.0 0.0 0.0 0.0 | Price/Book Value (x) 13 43 32 28 25

Total Liabilities 24820 34796 45938 59900 7,600.1 | Price/AdjBook Value (x) 13 44 32 29 26
00 0.0 0.0 00 0.0

Dupont Analysis Return Ratio

%of Average Assets RoAA (%) 24 2.7 3.1 3.2 30

Net Interest Income 55 54 57 57 55 | RoAE(%) 107 109 10.6 113 122

Non Interest Income 20 2.2 2.2 2.1 20

Net Income 75 76 79 78 7.6 | Growth Ratio (%)

Operating Expenses 3.7 34 31 30 3.1 | Interest Income 785 53.0 337 318 29.7

Operating Profit 38 42 48 47 45 | Interest Expenses 919 532 25.9 320 349

Provisions & Contingencies 04 0.6 0.7 05 0.5 | Other Income 8113 66.5 348 241 28.0

Taxes 10 09 10 11 1.0 | Total Income 1018 549 338 30.6 294

ROAA 24 2.7 31 32 3.0 [ Net profit 1826 753 56.4 355 217

Source: Company Reports & Ventura Research
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member
of BSE, NSE and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in
last five years except administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records.
Ventura Commodities Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of
VSL. Research Analyst (RA) involved in the preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any
financial interest in the company which is the subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject
company (i) have any material conflict of interest at the time of publication of this research report (iv) have received any compensation from the subject
company in the past twelve months (v) have managed or co-managed public offering of securities for the subject company in past twelve months (vi) have
received any compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months (vii) have
received any compensation for product or services from the subject company in the past twelve months (viii) have received any compensation or other benefits
from the subject company or third party in connection with the research report. RA involved in the preparation of this research report discloses that he / she
has not served as an officer, director or employee of the subject company. RA involved in the preparation of this research report and VSL discloses that they
have not been engaged in the market making activity for the subject company. Our sales people, dealers, traders and other professionals may provide oral or
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. We may have earlier
issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report.
In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We may
rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups
or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an
offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in
connection with any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general
information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a
personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this
document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who
may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently
evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be
responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits
and risks involved in the securities forming the subject matter of this document. The projections and forecasts described in this report were based upon a
number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily
speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will
vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared
solely by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with
published guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on
these projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL,
its associates, the authors of this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these
reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this report, including
the assumptions underlying such projections and forecasts. The price and value of the investments referred to in this document/material and the income from
them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns
are not guaranteed and a loss of original capital may occur. 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. We do not provide tax advice to our clients, and all investors are strongly advised to consult
regarding any potential investment. VSL, the RA involved in the preparation of this research report and its associates accept no liabilities for any loss or
damage of any kind arising out of the use of this report. This report/document has been prepared by VSL, based upon information available to the public and
sources, believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed the report and,
in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions
expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change.
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media
and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may
not be distributed to the public used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold
or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities
and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential
and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any
other person. The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of VSL and
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and
there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection. This document has not been prepared
by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. Information in
this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising
from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited
unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as
prescribed by Securities and Exchange Board of India before investing in Securities Market.

Ventura Securities Limited - SEBI Registration No.: INH000001634
Corporate Office: I-Think Techno Campus, 8" Floor, ‘B’ Wing, Off Pokhran Road No 2, Eastern Express Highway, Thane (W) — 400608
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