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Strong loan growth momentum continues

Key Points

>

Housing and Urban Development Corporation Ltd’s (HUDCO) 1QFY25
performance was in line with our expectations at the PAT level.
NII/PPOP/PAT came in at a variation of -11.7%/-10.8%/0.3% vs. our
estimates.

Loan growth stood strong at 30% YoY/12% QoQ on the back of 1906%
YoY/23.5% QoQ growth in disbursements with the Urban Infrastructure
segment contributing a major part of the growth. With 10mn houses
announced under the PMAY (Urban) in the Union Budget, HUDCO is
expected to be a key beneficiary and hence the sanctions & disbursements
in the Housing segment are also expected to pick up pace.

While the cost of funds (CoF) improved by 32bps YoY to 7.36%, the NIM
declined to 3% in 1QFY25 vs 3.24% in 1QFY24 (3.18% in FY24). This was
on account of the disbursements being back-ended i.e a major part of it
happening in June’24, the full impact of which will be seen in revenue in
2QFY25. As a result, we expect the NIM to improve to 3.2%/3.3% in
FY25E/FY26E.

Asset quality improved, with GNPA declining from 2.71% in 4QFY24 to 2.42%
in 1QFY25 and PCR coming in at 86.6%. Out of the Rs 25bn GNPA, ~Rs20bn
is towards legacy private sector loans, which is 100% provided for. Exposure
to 10 accounts totalling Rs15bn is under consortium lending, of which
Rs14.7bn (7 accounts) is under resolution with the NCLT.

We expect HUDCO'’s earnings to clock a CAGR of 22.7% over FY24-FY26E
on the back of 23.2% CAGR in AUM, 20bps improvement in NIM, stable opex
costs and near zero credit costs. This will result in ROA/ROE of 2.5%/16.6%
in FY26E. We have valued HUDCO at 3.6x June’26E ABV (past 5-year
average P/ABV at 0.8x) and derive a target price (TP) of Rs375 (same as
earlier). In our view, HUDCO’s premium valuation should sustain due to its
niche position in Social Housing & Urban Infra financing, its ability to grow
faster (due to its robust capital position), improving margins and low risk on
the balance sheet. We maintain ‘BUY’ on HUDCO.

Lower non-interest income impacts operating profitability: ROE improvement a
key positive: HUDCO'’s 1QFY25 operating profit (down 21.2% QoQ) was impacted by
lower yields (9.06% in 1QFY25 vs. 9.36% in 1QFY24) and lower non-interest income
(down 5.0% YoY and 88.3% QoQ). NIl stood at Rs7.1bn (up 11.7% YoY and down
6.6% Qo0Q). Reported NIM stood at 3.0% vs. 3.24% in 1QFY24. Non-Interest income
stood at Rs226mn (down 5.0% YoY and 88.3% QoQ), lower on a sequential basis on
account of lower other income (at Rs88.4mn in 1QFY25 vs. Rs1,288.2mn in 4QFY24).
Operating expenses stood at Rs675mn (down 21.4% YoY and 38.0% QoQ) due to a
decline in employee expenses (down 15.4% YoY and 59.5% QoQ), leading to lower
Cost to Income (calc.) of 9.2% (vs. 11.4% in 4QFY24 and 13.0% in 1QFY24). Operating
profit stood at Rs6.66bn while PAT stood at Rs5.58bn (up 25.1% YoY and down 20.3%
QoQ), supported by negative provisioning expenses. On the positive note, HUDCO
reported an improvement in (a) ROA/ROE at 2.24%/12.92% vs. 2.21%/11.21% in
1QFY24 and (b) CoF at 7.36% vs. 7.68% in 1QFY24.

Est Change Maintain
TP Change Maintain
Rating Maintain

Company Data and Valuation Summary

Reuters HUDC.BO
Bloomberg HUDCO IN Equity
Market Cap (Rsbn / US$bn) 600.8/7.2
52 Wk H /L (Rs) 354 /65
ADTV-3M (mn) (Rs / US$) 8,097.2/96.9

Stock performance (%) 1M/6M/1yr  (10.1) / 66.6 / 345.6

Nifty 50 performance (%) 1M/6M/1yr (0.4)/9.7/25.1

Shareholding 3QFY24 4QFY24 1QFY25
Promoters 75.2 75.0 75.0
Dlls 11.8 11.4 11.6
Flls 1.2 1.9 2.7
Others 11.8 11.7 10.7
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY23 FY24 FY25E FY26E
NII 24,764 26,924 32,888 41,866
% growth 5.1 8.7 22.2 27.3
NIM % 3.2 3.1 3.2 3.3
C/I Ratio % 14.1 11.8 9.3 7.5
Operating Profit 22,157 26,354 33,108 42,785
% growth 5.5 18.9 25.6 29.2
Adjusted PAT 17,016 21,167 25,275 31,869
% growth (0.9) 24.4 194 26.1
ABVPS (INR /share) 75 81 90 99
P/ABV 3.8 35 3.2 2.9
RoA (%) 2.1 2.4 2.4 25
Leverage (x) 5.3 5.4 6.0 6.7
RoE (%) 11.4 13.2 145 16.6

Source: Bloomberg, Company, Nirmal Bang Institutional Equities Research
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AUM growth remained strong: HUDCO’s AUM growth remained strong in 1QFY25 at
Rs1,038.15bn (up 30% YoY and 12% QoQ). Loan growth was supported by strong growth in
Urban Infra (up 64.2% YoY). Growth in Housing Loans remained muted at 1.1% YoY in 1QFY25.
In terms of the loan mix, govt. agencies constituted 97.9% (vs. 96.9% YoY) while private sector
constituted 2.1% (vs. 3.1% YoY). Disbursements growth in 1QFY25 stood at 23.5% QoQ (up
1,906% YoY), supported by 39% QoQ (up 3,221.5% YoY) growth in Urban Infra disbursements.

Asset quality improves QoQ; PCR comfortable: HUDCO’s 1QFY25 reported GNPA/NNPA
stood at 2.42%/0.33% vs. 2.71%/0.36% in 4QFY24. The company continues to maintain PCR at
healthy levels of 86.61% (vs. 86.87% in 4QFY24). Some of the NPA accounts that got resolved
during 1QFY25 included: (a) ZIDCO (recovered Rs102.2mn) (b) MUCO (recovered Rs92.9mn -
100% recovery) and (c) SBI Staff Hsg. Co-Operative Society (recovered Rs47.6mn - 100%
recovery). Out of the GNPA of Rs25.1bn, the company has Rsl15bn (10 accounts) under
consortium lending, of which Rs14.7bn exposure (7 accounts) is under resolution with NCLT while
the remaining is outside NCLT.

Valuation and Outlook: We expect HUDCO'’s earnings to clock a CAGR of 22.7% over FY24-
FY26E on the back of 23.2% CAGR in AUM, 20bps improvement in NIM, stable opex costs and
near zero credit costs. This will result in ROA/ROE of 2.5%/16.6% in FY26E. We have valued
HUDCO at 3.6x June’26E ABV (same as earlier) and derive a TP of Rs375 (same as earlier). In
our view, HUDCO’s premium valuation should sustain due to its niche position in Social Housing
& Urban Infra financing, its ability to grow faster (due to its robust capital position), improving
margins and low risk on the balance sheet.

Exhibit 1: Quarterly performance

1024 2Q24 3Q24 4Q24 1Q25 2Q25E  3Q25E  4Q25E  1Q25E Va”at&'; FY24  FY25
Net interest income 6,365 6,273 6,674 7,613| 7,109 7,952 8,642 9,185 8,049 -11.7 26,924 32,888
YoY Change (%) 2.7 2.1 18.9 11.7 11.7 26.8 29.5 20.7 26.5 8.7 22.2
NIM (%) 3.2 3.2 3.2 3.2 3.0 3.0 3.1 3.2 3.4 -37bps 3.1 3.2
Non-interest income 238 368 428 1,924 226 455 534 2,404 297 -24.0 2,949 3,619
Net Revenue 6,602 6,641 7,102 9,537| 7,335 8,407 9,175 11,589 8,347 -12.1 29,873 36,507
Operating Expenses 858 841 731 1,088 675 861 748 1,115 878 -23.1 3,519 3,398
Operating profit 5744 5800 6,371 8,449| 6,660 7,546 8,428 10,474 7,469 -10.8 26,354 33,108
YoY Change (%) 4.1 4.0 22.8 43.7 15.9 30.1 323 24.0 30.0 18.9 25.6
Provisions (234) (265) (590) (982)| (187) 40 42 43 36 6224  (2,081) (62)
Profit before Tax 5978 6,064 6,961 9,431| 6,847 7,506 8,386 10,431 7,433 -7.9 28,434 33,170
Tax 1,521 1,547 1,769 2,430 1,270 1,889 2,111 2,626 1,871 -32.1 7,267 7,895
ETR (%) 25 26 25 26 19 25 25 25 25 26 24
Net Profit 4,457 4517 5,192 7,002, 5,578 5,617 6,275 7,806 5,562 0.3 21,167 25,275
YoY Change (%) 8.2 14.0 104.1 9.5 25.1 24.4 20.9 115 24.8 24.4 194
Business Metrics
AUM (Rs bn) 799 816 844 927 | 1,038 1,088 1,128 1,168 982 5.8 927 1,168
YoY Change (%) 3.4 7.1 6.5 14.8 30.0 33.4 33.6 26.1 22.9 14.8 26.1
Borrowings (Rs bn) 614 633 657 740 852 878 911 943 775 9.9 740 943
YoY Change (%) 2.1 8.4 6.8 17.6 38.8 38.7 38.6 27.4 26.3 17.6 27.4
Asset Quality Metrics
GS-3 (%) 3.4 3.4 3.1 2.7 2.4 2.3 2.2 2.1 2.5 -13bps 2.7 2.1
NS-3 (%) 0.5 0.5 0.4 0.4 0.3 0.3 0.3 0.3 0.3 -1bps 0.4 0.3
PCR (%) 86.8 85.8 86.3 86.9 86.6 86.9 87.1 87.4 87.1 -51bps 87.1 87.4

Housing and Urban Development Corporation Ltd (HUDCO)
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Exhibit 2: Sanctions (Rs Mn)-Segment Wise
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Sanction (Rs Mn) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 YoY QoQ \
Housing 3,700 - 3,959 31,300 - -100.0 -100.0
Urban Infra 69,872 4,478 98,480 612,050 140,970 101.8 -77.0
HUDCO NIWAS 17 15 - - - -100.0 Na
Total 73,588 4,493 102,439 643,350 140,970 91.6 -78.1
Exhibit 3: Disbursements (Rs Mn)-Segment Wise
Disbursements (Rs Mn) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 Yoy QoQ
Housing 2,501 2,435 6,372 12,310 1,310 -47.6 -89.4
Urban Infra 3,762 28,486 34,083 89,880 124,940 3,221.5 39.0
HUDCO NIWAS 31 12 - - - -100.0 Na
Total 6,294 30,933 40,454 102,190 126,250 1,906.0 23.5

Exhibit 4: Loan Outstanding (Rs Mn)-Segment Wise

Outstanding Loan — Segment-wise (Rs Mn) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25

Housing 430,633 426,887 431,160 493,650 437,680 1.6 -11.3
Urban Infra 365,753 386,737 413,080 432,890 600,470 64.2 38.7
HUDCO NIWAS 2,369 2,317 - - -100.0 Na
Total 798,755 815,941 844,240 926,540 1,038,150 30.0 12.0

Exhibit 5: Borrowing Mix (Rs Mn)
Borrowings (Rs Mn) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 YoY QoQ ‘
Tax Free Bonds 140,140 140,140 133,827 123,724 123,724 -11.7 -0.0
Taxable Bond 122,200 307,500 107,500 98,100 117,460 -3.9 19.7
GOl Fully Serviced Bonds 200,000 - 200,000 200,000 200,000 - -
Refinance (NHB/IIFCL) 7,771 6,702 6,702 5,545 5,425 -30.2 -2.2
Public Deposits 14 10 - - - -100.0 Na
Foreign Currency Borrowings 772 712 14,983 48,842 73,491 9,415.9 50.5
Banks 122,333 149,412 166,356 197,566 276,151 125.7 39.8
Short Term Borrowings 20,422 28,708 27,823 66,546 55,625 172.4 -16.4
Total Borrowings 613,653 633,185 657,190 740,322 851,875 38.8 15.1
Exhibit 6: Fund Raise Mix (Rs Mn)

Fund Raised (Rs Mn) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 YoY QoQ ‘
Taxable Bonds 15,000 - - - 19,360 29.1 Na
Refinance from NHB/IIFCL - - - - - Na Na
Public Deposits - - - - - Na Na
Banks - - - - - Na Na
FCL/FCTL/FCNR - - 14,983 33,197 24,649 Na -25.8
Short-term Loans 20,422 28,708 27,823 66,546 55,625 172.4 -16.4
Medium Term / Long Term Loan 4,785 33,750 16,230 35,260 81,920 1,612.0 132.3
CP = = = = = Na Na
Total Borrowings 40,207 62,458 59,036 135,003 181,554 3515 34.5

Housing and Urban Development Corporation Ltd (HUDCO)
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Exhibit 7: Asset Mix-Borrowers Exhibit 8: Asset Mix-Product
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Exhibit 9: Operating Profit Metrics (In %) Exhibit 10: Asset Quality
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Exhibit 11: Borrowing Mix (%)
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Exhibit 12: Financial summary

Y/E March (Rs mn) FY22 FY23 FY24 FY25E FY26E
NII 23,555 24,764 26,924 32,888 41,866
PPOP 21,003 22,157 26,354 33,108 42,785
PAT 17,166 17,016 21,167 25,275 31,869
Loans (Rs bn) 769,899 792,370 913,651 1,134,074 1,386,489
ROA (%) 2.2 2.1 2.4 2.4 2.5
ROE (%) 12.4 11.4 13.2 145 16.6
PIABV 4.1 3.8 3.5 3.2 2.9

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 13: Actual performance vs NBIE estimates

1QFY25

1QFY25E

Devi. (%)

Net interest income 7,109 8,049 -11.7
Pre-provisioning Operating Profit 6,660 7,469 -10.8
PAT 5,578 5,562 0.3

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 14: Change in our estimates

Revised Estimate Earlier Estimate % Revision
FY25E FY26E FY25E FY26E FY25E FY26E
Net Interest Income (Rs mn) 32,888 41,866 34,488 42,921 -4.6 -2.5
NIMs (%) 3.2 3.3 3.4 35 -24 bps -21 bps
Operating Profit (Rs mn) 33,108 42,785 34,577 43,722 -4.2 -2.1
Profit after tax (Rs mn) 25,275 31,869 25,759 32,575 -1.9 -2.2
AUM (Rs bn) 1,168 1,428 1,122 1,382 4.2 3.4
ABVPS (Rs) 90 99 90 100 0.2 -0.2
Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 15: One-year forward P/ABV
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Exhibit 16: Income statement Exhibit 19: Key ratios
Y/E March (Rsmn) FY22 FY23 FY24 FY25E FY26E  Y/E March FY22 FY23 FY24 FY25E FY26E
Interest income 68,881 69,834 76,532 95,228 116,337 Growth (%)
Interest expenses 45,325 45,071 49,608 62,340 74,471 Netinterest income -2.2 51 8.7 22.2 27.3
Net interest income 23,555 24,764 26,924 32,888 41,866 Operating profit -2.5 5.5 18.9 25.6 29.2
Non-interest income 1,096 1,027 2,949 3,619 4,397  Profit after tax 8.7 -0.9 24.4 19.4 26.1
Net revenues 24,651 25,791 29,873 36,507 46,263 AUM 3.6 2.8 14.8 26.1 22.3
Operating expenses 3,649 3,634 3,519 3,398 3,478  Spreads (%)
-Employee Exp 2,181 1,866 2,325 2,299 2,356  Yield on loans 9.1 8.9 9.0 9.3 9.2
-Other Exp 1,468 1,768 1,194 1,100 1,122  Cost of Borrowings 7.4 7.2 7.2 7.4 7.0
Operating profit 21,003 22,157 26,354 33,108 42,785 Spread 1.7 1.7 1.7 1.9 2.2
Provisions -2,457 -737 -2,081 -62 196 NIMs 3.1 3.2 3.1 3.2 3.3
PBT 23,459 22,894 28,434 33,170 42,588 Operational efficiency (%)
Tax 6,293 5,878 7,267 7,895 10,719  Cost-to-income 14.8 14.1 11.8 9.3 7.5
PAT 17,166 17,016 21,167 25,275 31,869 Costto avg assets 0.5 0.5 0.4 0.3 0.3
Source: Company,Nirmal Bang Institutional Equities Research CAR (%)& Leverage (x)
Tier | 74.1 73.6 57.5 51.3 46.9

Exhibit 17: Balance sheet Tier I 0.2 0.2 01 01 01
Y/E March (Rsmn) FY22 FY23 FY24 FY25E  FY26E AR 743 738 577 514 470
Share capital 20,019 20,019 20,019 20,019 20,019 |[everage - D/E (X) 4.3 4.1 45 5.1 5.8
Reserves & surplus 124,664 134,434 146,124 163,105 181,962 pgget quality (%)
Shareholders' funds 144,683 154,453 166,143 183,124 201,981 \pa (%) 3.6 34 27 21 17
Borrow.ing-sf 615,030 629,051 739,959 943,072 1,178,668 NNPA (%) 05 05 0.4 03 0.2
Srt;‘\f‘;;i'(';@“ty & 29238 26206 28,139 28,706 29,284 pCR(%) 862 852 871 874 884
Total liabilities 788,952 809,710 934,241 1,154,902 1,409,933  Credit costs (%) -0.3 -0.1 -0.2 0.0 0.0
Fixed Assets 1,185 1,094 1,033 1,053 1,075  Pprofitability (%)
Investments 2,587 2,130 2,988 2,988 2,988 ROE 12.4 11.4 13.2 14.5 16.6
Loans 769,809 792,370 913,651 1,134,074 1,386,489 Roa 29 21 24 24 25
Cash 6,439 689 3,874 3,575 5633  pgr share (Rs)
Other assets 8,841 13,428 12,696 13,212 13,748 EPS 8.6 8.5 10.6 12.6 15.9
Total assets 788,952 809,710 934,241 1,154,902 1,409,933 BVPS 723 772 83.0 915 1009
Source: Company, Nirmal Bang Institutional Equities Research ABVPS 70.3 75.1 81.4 89.9 09.4
Exhibit 18: Du Pont Analysis Valuation (x)

0 P/E 33.6 33.9 27.2 22.8 18.1
Z\’/ '3 _'\gas“scerls()”’ to Fy22  FY23  FY24  FY25E  FY26E 40 37 35 31 29
Interest Income 8.8 8.7 8.8 9.1 91 p/aBV 41 38 35 3.2 29
Interest Expense 58 56 57 6.0 58 Source: Company, Nirmal Bang Institutional Equities Research
Net Interest Income 3.0 3.1 3.1 3.1 3.3
Non-Interest Income 0.1 0.1 0.3 0.3 0.3
Net Revenue 3.2 3.2 3.4 3.5 3.6
Operating expenses 0.5 0.5 0.4 0.3 0.3
Operating profit 2.7 2.8 3.0 3.2 3.3
Provisions (0.3) (0.1) 0.2) (0.0) 0.0
PBT 3.0 29 3.3 3.2 3.3
Tax 0.8 0.7 0.8 0.8 0.8
ROA 2.2 21 24 24 25
Leverage 5.6 5.3 54 6.0 6.7
ROE 12.4 114 13.2 14.5 16.6

Source: Company, Nirmal Bang Institutional Equities Research

Housing and an Development Corporation Ltd (HUDCO)



% NIRMAL BANG Institutional Equities

Rating track

Date Rating Market price (Rs) Target price (Rs)
04 July 2024 Buy 325 375
13 August 2024 Buy 288 375
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and particular needs of the reader.
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