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Buy 
Target Price: Rs 258 

  
CMP : Rs 236 
Potential Upside : 9% 
Relative to Sector  
  
MARKET DATA  
No. of Shares : 17.8 cr 
FV (Rs) : 2 
Market Cap : Rs 4233 cr 
52-week High / Low : Rs 250 / Rs 145 
Avg. Daily vol. (6mth) : 126,484 shares 
Bloomberg Code : GRFH IN 
Reuters Code : GRUH.BO 
BSE Code : 511288 
NSE Code : GRUH 
 

FINANCIAL SUMMARY    
Y/E  PAT EPS Change P/E BV P/BV Net NPA Adj BV P/Adj.BV RoE RoA 

Mar (Rs. Cr) (Rs.) YoY (%) (x) (Rs.) (x) (%) (Rs.) (x) (%) (%) 

FY12 120 6.8 31.5 22.8 21.8 7.1 0.0 21.8 7.1 34.2 3.2 

FY13 146 8.3 21.2 28.2 27.8 8.4 0.0 27.8 8.4 33.3 3.0 

FY14E 166 9.4 14.1 24.7 34.4 6.8 0.0 34.4 6.8 30.3 2.7 

FY15E 200 11.3 20.1 20.6 43.0 5.4 0.0 43.0 5.4 29.3 2.7 
 

Source: Company and Axis Securities  
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Key Highlights 
 Healthy Business Growth: The bank’s business grew at a healthy pace in Q1FY14 with disbursements and loan assets registering a 

growth of 29% and 32% YoY respectively. Disbursements have grown at a 10 year CAGR of 27% while Loan Assets have grown at a 
10 year CAGR of 26%. We have factored in a Loan Book growth of 25% through FY15. 

 Asset quality continues to remain well managed: The bank’s asset quality pressures continued to remain well managed in the 
current quarter. Gross NPA during the quarter came in at Rs.26.3 crores (0.46%) against 29.73 crores (0.69%) in Q1FY13. Provisional 
Coverage Ratio however increased to 89% for Q1FY14 against 88% in Q1FY13. However, given the efficient credit approval and 
recovery mechanisms along with strong cash flows, we continue to remain confident on the NPA front. 

 Costs continue to remain well managed: Cost to Income ratio for Q1FY14 stood at 19% against 21% YoY. With focus of the 
management to keep costs under control, we expect the Cost/Income ratio to remain below 20%. 

 Marginal fall in Margins: The reported NIMs for the bank declined marginally by 5 bps YoY to 4.25% on the back of higher interest 
expenses which increased 23% YoY. More than 98% of its loan book comprises of floating rate loans. Hence we believe that Gruh 
Finance will be able to pass on increased cost of funds to borrowers and maintain its NIMs at 4-5% going forward. 

Q1FY14: Healthy business growth backed by operating performance 
Gruh Finance Ltd. reported healthy operating performance for Q1FY14 which was broadly 
in line with our estimates. Operating income was up 25.3% YoY while operating profit was 
up by 27%. With higher provisions accounted for in the previous quarter, the provisional 
coverage ratio for the current quarter has been reduced to 89% during Q1FY14. However, 
broadly the Asset quality continues to remain well managed during the quarter. 

Valuations:  
Founded in 1986 by HDFC and AKFED, Gruh Finance is one of India’s leading housing 
finance providers focused in the rural and semi-urban sector. It is recognized by NHB as an 
eligible housing finance company for refinance facility since 1989 and became a subsidiary 
of HDFC in June 2000. The stock trades at premium valuation of 6.8x FY14E and 5.4x 
FY15E P/ABV. Due to consistent growth prospects, stable performance, healthy margins 
and well managed asset quality, we believe that the stock would continue to trade at a 
premium multiplier. We expect the company’s loan book to grow by 25% through FY15 
with steady NIMs at ~5%.We have introduced FY15 earnings and value the stock at 6x 
FY15E P/ABV which gives us the price target of Rs. 258 reflecting an upside of 9% to CMP. 
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Results Update 
Gruh Finance Quarterly Yearly 

Fig in Rs.Cr Q1FY14 Q1FY13 Y-o-Y Ch 
(%) Q4FY13 Q-o-Q Ch 

(%) FY 13 FY 14E Y-o-Y Ch 
(%) 

Interest income 182.6 147.8 23.6 194.2 (6.0) 625.9 829.3 32.5 

Interest expended 115.8 94.5 22.6 108.2 7.0 404.4 568.9 40.7 

Net interest income 66.8 53.3 25.3 86.0 (22.3) 221.5 260.4 17.6 

NII as a % of Net income 99.1 100.0  100.0  90.0 88.5  
Other income 0.6 0.0 

 
0.0 

 
24.6 33.9 37.8 

Total income 183.2 147.8 24.0 194.2 (5.7) 650.5 863.2 32.7 

Net total income (3+4) 67.4 53.3 26.4 86.0 (21.7) 246.1 294.3 19.6 

Operating expenses 12.7 11.3 13.2 10.2 25.0 44.3 55.8 26.0 

Personnel exp 6.4 6.0 6.2 4.0 60.2 23.7 28.4 19.8 

Other exp 5.8 4.8 22.1 5.7 2.1 14.1 19.4 37.6 

Profit before tax & prov. 54.6 42.0 30.0 75.8 (27.9) 201.8 238.5 18.2 

Provisions & contingencies 9.8 6.9 (41.3) 0.9 1008.0 4.9 7.3 49.0 

PBT 44.9 35.1 27.7 74.9 (40.1) 196.9 231.2 17.4 

Tax 11.1 8.8 25.5 11.9 (6.7) 51.4 64.7 25.9 

Tax as % of PBT 24.6 25.1  15.8  26.1 28.0  
Profit after tax 33.8 26.3 28.5 63.1 (46.4) 145.5 166.5 14.4 

Extra ordinary Item 0.0 0.0  0.0     
Reported PAT 33.8 26.3 28.5 63.1 (46.4) 145.5 166.5 14.4 

Equity 35.7 35.5  35.7  35.3 35.3  
Cap. adequacy ratio (Basel-II) 14.56 13.95  14.56  13.60 13.40  
EPS (Rs) 1.9 7.5 (75.0) 3.5 (46.9) 8.3 9.4 13.3 

Net NPA (%) 0.05 0.08  0.05  0.05 0.00  
Provisional Coverage (%) 89.0 88.0  84.7  100.0 100.0  
NII/ Operating expenses 5.2 4.7 

 
8.4 

 
5.0 4.7   

 

 

 

Source: Company and Axis Securities 
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This document has been prepared by AXIS Securities Ltd * – Privileged Client Group. Affiliates of AXIS Securities Ltd * focused on Institutional Equities 

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

report. 

The views expressed / recommendations made in this report are based on Technical Analysis techniques and could be at variance with the company’s / 

group’s views based on fundamental research.  

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. 

This report and information herein is solely for informational purpose and may 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. 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 judgement by any recipient.  

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the 

securities of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits 

and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. Certain transactions -including those 

involving futures, options and other derivatives as well as non investment grade securities - involve substantial risk and are not suitable for all investors. 

AXIS Securities Ltd * has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or 

implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as 

endorsement of the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make 

modifications and alternations to this statement as may be required from time to time without any prior approval. 

AXIS Securities Ltd *, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 

principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or 

solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and 

independent of each other. The recipient should take this into account before interpreting the document. 

This report has been prepared on the basis of information that is already available in publicly accessible media or developed through analysis of AXIS 

Securities Ltd *. The views expressed are those of the analyst and the Company may or may not subscribe to all the views expressed therein. 

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

other person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the 

United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan 

or to any resident thereof. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject AXIS 

Securities Ltd * to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in 

all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to 

observe such restriction. 

Neither the Firm, not 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. 

Copyright in this document vests exclusively with AXIS Securities Ltd. 

(Formerly known as ENAM Securities Direct Pvt Ltd) 

 


