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L&T Fi Ltd
Inance Ltd. Accumulate
Sector: NBFC 05" November 2024
Key Changes Target v Rating Earnings v Target Rs. 160
Stock Type  Bloomberg Code Sensex NSE Code BSE Code  Time Frame cmp Rs. 143
Mid Cap LTF:IN 78,782 LTF 533519 12 Months  Return +12%

Data as of: 04-11-2024

Company Data

Market Cap (Rs. cr) 36,538
52 Week High — Low (Rs.) 194 - 138
Qutstanding Shares (Rs cr) 249.3
Free Float (%) 32.0
Dividend Yield (%) 1.7
6m average volume (cr) 0.6
Beta 1.5
Face value (Rs) 10
Shareholding (%) Q4FY24 Q1FY25 Q2FY25
Promoters 65.9 66.4 66.3
FIl's 11.1 7.3 6.7
MFs/Institutions 8.7 11.6 12.3
Public 14.3 14.7 14.7
Total 100.0 100.0 100.0
Promoter Pledge Nil Nil Nil
Price Performance 3 Month 6 Month 1 Year
Absolute Return -19.3% -14.8% 1.4%
Absolute Sensex -2.74% 6.6% 22.4%
Relative Return -16.6% -21.5% -21.0%
over or under performance to benchmark index
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Y.E March (cr) FY24A FY25E FY26E
Net Interest Income 7,537 8,452 9,440
Growth (%) 114 12.1 11.7
NIM (%) 87 86 8.8
Pre-Provision Profit 4,351 5,304 5,972
Net Profit 2,320 2,766 3,427
Growth (%) 13.4 19.2 23.9
Adj.EPS 9.3 11.1 13.7
Growth (%) 12.9 19.2 23.9
BVPS 94.0 102.6 113.8

P/E 17.0 12.9 10.4

P/B 1.7 1.4 1.3

RoE (%) 10.3 11.3 127
RoA (%) 22 2.6 2.9

Healthy operational performance

L&T Finance Ltd (LTF) offers financial products and services in the corporate, infra-
structure and retail sectors. It also offers fund products and investment services.

e  L&T Finance’s net interest margin (NIM) fell 37bps QoQ to 8.9% (+32bps YoY) in
Q2FY25, due to a 16bps QoQ dip in yield on advances from portfolio mix changes,
partly offset by a 5bps QoQ improvement in borrowing costs.

e Net interest income (NII) grew 3.7% QoQ (+18.1% YoY). The company's operating
expenses ratio also improved, decreasing by 28bps QoQ (-12bps YoY) to 4.2%. As
a result, consolidated profit after tax (PAT) increased 1.5% QoQ (+16.9% YoY).

e  Total disbursements rose 1.0% QoQ (+10.7% YoY) in Q2FY25, driven by a strong
performance in the housing segment, which grew 12.7% QoQ (+45.9% YoY). This
was attributed to collaborations with top developers in prime locations and attrac-
tive product offerings. In addition, the company's SME disbursements surged
27.2% QoQ (+42.7% YoY), aided by diversification of existing sourcing channels.

e While other disbursements remained soft on a QoQ basis, the company's loan book
still grew 4.8% QoQ and 18.1% YoY.

Outlook & Valuation

L&T Finance reported strong Q2FY25 results, with expectations of further improvement
driven by its focus on retail disbursement growth and collection efficiency. The company's
strategy to acquire low-risk customers and expand its Project Cyclops initiative to other
verticals will enhance its credit underwriting process. In addition, the seasonal monsoon
impact is expected to subside in upcoming quarters, leading to an improvement in asset
quality. The company's efforts to upgrade its digital infrastructure and increase brand
visibility are likely to boost disbursement volumes across verticals. Therefore, we
maintain our ACCUMULATE rating on the stock, based on 1.4x FY26E BVPS with a
revised target price of Rs.160.

Quarterly Financials Consolidated

Rs.cr Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) H1FY25 H1FY24 YoY (%)
Net Interest

Income, (NI 2178 1,844 181 2,101 37 4279 3596  19.0
Totalincome 4,024 3482 156 3785 63 7,809 6854 139
tTJ’rtj" Expendi- 5534 2289 10.7 2472 25 5006 4609 86
E;g;ft’ rovision 4490 1,194 248 1312 135 2803 2245 248
?;‘)’(m Before 940 797 17.8 922 19 1862 1511 232
Net Profit 696 595 16.9 686 15 1381 1126 227
Adj. PAT 696 595 16.9 686 15 1381 1126 227
EPS (Rs) 2.8 24 16.4 2.8 1.4 55 45 222
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Key Concall Highlights

e Gross stage 3 (GS3) and net stage 3 (NS3) slightly increased to 3.19%/ 0.96% in Q2FY25 vs 3.14%/ 0.79% in Q1FY25
due to challenges in the rural finance business, changes to tractor repossession policies and disruptions in the two-
wheeler segment.

e Provision coverage ratio declined to 71% in Q2FY25 vs 75% in Q1FY25, primarily due to slippages in rural, farms, two-
wheeler and micro finance businesses.

e The company has set the retail loan book growth target at >25% CAGR for FY26, L&T Finance also reported 28% YoY
growth in Q2FY25 in line with targets.

e Rural Business Finance reported a strong collection efficiency of 99.45% in Q2FY25, driven by disciplined sourcing and
portfolio management. Despite some flood-related disruptions, overall collections remained stable.
e Looking ahead, L&T finance aims to maintain NIM + fee ratio within the 10.75%-11.25% range and its Opex + Credit cost

ratio around 7%. In Q2FY25, the company reported a NIM + fee ratio of 10.86% (-22bps QoQ) and an Opex + Credit Cost
ratio of 6.77% (-6bps QoQ).

Net interest income PAT
3,000 730
700 20.0%
15.0%
650
10.0%
600
2,000 5.0%
%0 0.0%
500 5.0%
450 -10.0%
1,000 400 -15.0%
03FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 QIFY2ZS Q2FY25 03FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QTFY25 Q2FY25
mmm PAT (cr.)  =—Growth (QoQ)
I et interest income (cr)  ====Growth (Qoll)
Gross advances Disbursements
95,000 16,000 20.0%
90,000 15,000 15.0%
10.0%
85,000 14,000
5.0%
80,000 13,000
' 0.0%
75,000 12000 50%
70,000 11,000 -100%
Q3FY23 Q4FY23 Q1FY24 QIFY24 Q3FY24 Q4FY24 QIFY25 QIFY25 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25
mm Gross advances (cr)  ——Growth (QoQ) mmm Dishursements (cr)  ====Growth
Change in Estimates
0Old estimates New estimates Change (%)
Year / Rs cr FY25E FY26E FY25E FY26E FY25E FY26E
Net Interest Income (NII) 8,793 10,533 8,452 9,440 -3.9 -10.4
Net Interest Margin (%) 86 9.0 86 8.8 -0bps -25bps
Pre-Provision Profit 5,518 6,610 5,304 5,972 -3.9 -9.7
Net Profit 2,932 3,532 2,766 3,427 -5.7 -3.0
EPS (Rs) 11.8 14.2 11.1 13.7 6.0 -3.3
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Consolidated Financials

Profit & Loss Balance sheet
Y.E March (Rs cr) FY22A FY23A  FY24A  FY25E FY26E Y.EMarch Rscr)  FY22A  FY23A  FY24A FY25E FY26E

Interest Income 11704 12,565 12914 14,156 15858 Cash & Balances 7970 12,749 4,676 5,097 5,556
Interest Exp. 5754 5797 5317 5,704 6418 Investments 1917 14366 12,385 13,376 14,446
Net Int. Income 5,950 6,768 7,537 8,452 9,440

% Change 1.0 13.7 114 12.1 11.7 Advances 82,469 75,155 81,359 89,495 98,445
Non-Int. Income 619 7371 1,141 1,281 1,369 Fixed Assets 532 557 555 583 612
Net Income 6,570 7,504 8,678 9,733 10,809 Other Assets 4,014 3,535 3,742 3,817 3,893
Total Income 12,324 13,302 14,055 15437 7,227 14y Assets 1,06,902 1,06,362 1,02,718 1,12,368  1,22,951
Operating Exp. 3,638 3,814 4,327 4,428 4,837

Total Exp. 9,392 9,611 9,704 10,132 11,255 Capital 2,474 2,480 2,489 2,49 2,504
Pre-Prov. Profit 2,032 3,691 4351 5304 5972 Reserves & Sur- 17474 19049 20950 23092  25.895
Provisions 1,709 1,560 1322 1623 1,410 plus

PBT 1,223 2131 3,029 3,681 4,563 Borrowings 81,553 80,306 74,063 82,209 91,252
Tax 374 172 712 920 1,141 Other Liabilities 5,401 4,527 5,217 4,570 3,300
Tax Rate (%) 30.6 8.1 235 25.0 25.0 o

Minority Interests 21 87 3 5 5 Total Liabilities 1,06,902 1,06,362 1,02,718  1,12,368  1,22,951
Net Profit 1,070 1,623 2,320 2,766 3,427 BVPS (Rs.) 80.5 86.7 94.0 102.6 113.8
% Change 10.2 51.7 42.9 19.2 239 Adj. BVPS (Rs.) 73.9 82.2 91.4 100.3 111.9
Adj. -200 422 - - - % Change 7.7 1.1 1.2 9.7 11.6
Adj. Net Profit 870 2,045 2,320 2,766 3,427

No. of Shares (cr) 248 248 249 249 249

Adj. EPS (Rs.) 35 8.2 9.3 11.1 137

% Change 27 134.6 12.9 19.2 239

DPS (Rs.) 0.5 2.0 25 25 25

Ratios

Y.E March FY22A  FY23A  FY24A  FY25E  FY26E

Valuation

P/E (x) 229 10.0 17.0 12.9 10.4

P/BV (x) 1.0 0.9 1.7 14 13

Div. Yield (%) 0.6 2.4 16 17 17

Profitability & Return

(%)

Yield on Advances 12.3 13.7 14.1 14.4 14.7

Cost of Deposits 7.0 7.2 7.0 7.3 7.4

Spread 5.3 6.5 7.1 7.1 7.3

NIM (calculated) 6.4 7.1 8.7 8.6 8.8

ROE 55 7.8 10.3 113 12.7

ROA 1.0 15 2.2 26 2.9

Asset Quality (%)

GNPA 4.1 47 3.2 3.1 3.0

NNPA 2.0 15 0.8 0.6 05

Operating Ratios (%)

Cost/Income 55.4 50.8 49.9 455 44.8
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Recommendation Summary (last 3 years) Dates Rating Target

03-Feb-22 BUY 89
13-May-22 BUY 90

170 4 M "'-,.J\L 18-Jan-23 BUY 110

30-May-23 BUY 119

09-Aug-23 HOLD 133
80 1 ' 'r“'vfi 01-Nov-23 HOLD 143
50 4 31-Jan-24 ACCUMULATE 186
05-Nov-24 ACCUMULATE 160

Ratings Large caps Midcaps Small Caps

Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral

Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the
stock with the expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has
no investment opinion on the stock.

Symbols definition:
ymbols definition . Upgrade No Change v Downgrade

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to
volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at
appropriate time. Please note that the stock always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES

Certification: |, Anil R, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or securi-
ties. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com/research-disclosures#fundamental-research
CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The target price and recommenda-
tion provided in the report are strictly Geojit's views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion on valuation and the associated recommendations. CRISIL
has no financial liability whatsoever, to the subscribers / users of this report.
Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited (NBFC), Geojit Investment
Limited (financial Services Company), Geojit Techloan Private Ltd( P2P lending ) Geojit IFSC Ltd ( a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securi-
ties LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit Capital
Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Business Consultancy and Information KSC (C) (a joint venture in Kuwait-engaged in Financial services ). In
the context of the SEBI Regulations on Research Analysts (2014), Geaijit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market inter-
mediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against
us or our Analysts in connection with our business activities.
In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment
decision:
1. Disclosures regarding Ownership:
Geajit confirms that:
It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein, at the time of publication of the research report
It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the end of the month immediately preceding the date of
publication of the research report.
Further, the Analyst confirms that:(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict
in the subject company, at the time of publication of the research report (i) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject compa-
ny covered, at the end of the month immediately preceding the date of publication of the research report
2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:
(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company (c) Have not received
any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received any compensation for products or services other
than investment banking or merchant banking or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company or
third party in connection with the research report (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report.
3. Disclosure by Geaijit regarding the compensation paid to its Research Analyst:
Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining
to trading in securities of companies contained in the Research Reports.
4. Disclosure regarding the Research Analyst’s connection with the subject company:

; ) ; . ; : : igitally signed
Itis alfﬂrmed that I, AIn|I R, Research Analyslt (s) of Geojit have not served as an officer, director or employee of the subject company AN | |_ EygAtlzlLyRs gne
5. Disclosure regarding Market Making activity: ?S.t;e;éngi,?;%?
Neither Geojit/its Analysts have engaged in market making activities for the subject company. o

6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to inves-
tors.”

7. standard Warning: * INVEStMeNt in securities market are subject to market risks. Read all the related documents
carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before
investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor
queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi — 682024; Phone: +91 484-
2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi —
682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research
Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098,
IRDA Corporate Agent (Composite) No.: CA0226.
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