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Rs 420LIC Housing Finance
Building up growth

LIC Housing Finance (LICHFL) incorporated in 1989 is one of the largest Housing
Finance Companies in India with a key objective of providing long term finance to
individuals for the purchase or construction of house/flat for residential purposes in
India.
LICHFL also provides finance on existing property for business/ personal needs and
also gives loans to professionals for purchase/construction of Clinics/Nursing Homes/
Diagnostic Centers/ Office Space and also for purchase of equipment.

The Company also provides finance to builders and developers engaged in the business
of construction of houses or flats for residential purpose and to be sold by them.

LIC HFL is amongst the pioneers in India ensuring access to housing finance for home
ownership. With a strong business foundation, an extensive distribution network and
proven industry expertise, LIC HFL is a respected and trusted financial services company.

The capital adequacy ratio of the company stood at 14.49% end September 2020 with
Tier I ratio at 13.07% and Tier II at 1.43%.

Extensive distribution network

The company has one of India’s most extensive marketing network with 282 Marketing
Offices, 13,577 Intermediaries and 24 Back Offices, 9 regional offices and enjoys a
strong reputation of doorstep service end March 2020. Through Representative Offices
in Dubai and Kuwait, the company caters to Non-Resident Indians in the GCC countries
of Bahrain, Dubai, Kuwait, Qatar and Saudi Arabia. The company has a human resource
base of 2361 employees as of December 2020. The company has also exhibited
healthy pick up in online channel with loan approvals of Rs 1867 crore in 9MFY2021.

Strong brand and parentage

LIC Housing Finance has a strong parentage with Life Insurance Corporation of India
(LIC), the largest life insurance company in India, holding a 40.31% stake in the
company end December 2020 and the operational, managerial and financial support
received by LICHFL from LIC.

LIC is the largest insurance provider in India with an asset base of over Rs 32 lakh
crore as on 30 September 2020. It extends both operational and financial support to
LICHFL, including management support and access to its large agency network, which
supports sourcing, brand sharing and funding.
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FINANCIALS SUMMARY
INTEREST INTEREST NII OTHER TOTAL OP. OP PROVISIONS DEP PBT TAX PAT EPS* ADJ

INC EXP  INC.  INCOME  EXP  (Rs) BV
1903 (12) 17256.12 12891.54 4364.57 105.6 4470.17 728.54 3741.63 350.35 11.73 3379.55 948.58 2430.97 48.2 271.3

2003 (12) 19605.35 14783.86 4821.49 64.41 4885.9 616.11 4269.79 952.73 48.07 3268.99 867.15 2401.84 47.6 294.2

2103 (12P) 19756.56 14805.12 4951.44 127.14 5078.58 756.53 4322.05 1064.22 52.06 3205.77 715.54 2490.23 49.3 322.3

2203 (12P) 21179.03 15545.37 5633.66 152.57 5786.22 877.58 4908.65 1383.49 59.87 3465.29 900.98 2564.32 50.8 358.7

2303 (12P) 23593.44 16928.91 6664.53 183.08 6847.61 1009.21 5838.4 1521.83 70.65 4245.91 1103.94 3141.98 62.3 408.7

* Annualized on current equity of Rs 100.93 crore. Face Value: Rs 2. (P): Projections, Figures in Rs crore.
Source: Capitaline Database

STOCK DATA
BSE Code : 500253

BSE Group : A

NSE Code : LICHSGFIN

Bloomberg : LICHF.IN

Reuters : LICH.BO

Par Value : Rs 2

52-week High/Low : Rs 488 / 186

Sector : Finance

SHAREHOLDING PATTERN*
Category % of equity

Foreign : 29.75

Institutions : 15.35

Govt Holding : 0.00

Corporate Holding : 0.90

Promoters : 40.31

 Public & Others : 13.65

* as on 31/12/2020
Source: Capitaline Databases
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Disbursements picks up, loan growth to accelerate ahead

The company has witnessed consistent month on month improvement in the
disbursement with strong 28% growth in disbursement for Q3FY2021 with
individual home loan segment clocking robust 36% growth in the disbursement.
The disbursements have maintained a positive trend for January 2020.

The growth in the disbursement is unformally spread across the country and
the affordable housing segment contributed 32% of the overall disbursements
in the quarter ended December 2020.

In the quarter ended December 2020, total disbursements surged 28% to Rs
16857 crore from Rs 13177 crore in Q3FY2020. Out of that, disbursements in
the individual home loan segment zoomed 36% to Rs 14511 crore, whereas
disbursements in project loans declined 8% to Rs 852 crore and other retail
loans fell 6% to Rs 1494 crore in Q3FY2021.

The lowest interest rates, lower prices and incentives for the housing sector in
terms of stamp duty reduction have boosted the sentiments in the housing
sector. The various initiatives taken by the company in terms of new products
such as Grih Varisht for pensioners, new digital initiatives have also boosted
the growth The home loan app of the company has more than half million
downloads and contributed Rs 1800 crore to disbursements.

There is a strong surge in the recovery from the effects of pandemic and
lockdown. Significant growth in economic activity especially in housing and
real estate shows the resilience and inherent demand strength.

Focus on relatively lower risk individual home loans with high share of
salaried segment

The total loan portfolio rose at an improved pace of 6% to Rs 220197 crore as
against Rs 194646 crore. The Individual loan portfolio stood at Rs 204444
crore as against Rs 194004 crore, registering a growth of 5%. Developer loan
portfolio rose 10% to Rs 15753 crore end December 2020 as against Rs 14266
crore end December 2019.

Around 93% of the loan book is towards the retail loan segment and individual
home loan accounted for 77.0% of the overall loan book. The share of salaried
home loan segment is the highest for LICHFL among its peers, which is
perceived to be less risky than the self-employed segment. The salaried segment
accounted for 87% of the retail portfolio as on 31 December 2020 which is also
the highest among its peers.

NIM improving sequentially, one of the lowest cost of funds supportive to
margins

The company has reduced cost of funds by 36 bps qoq and 83 bps yoy, while
an incremental cost of funds stands lower at Rs 5.25%. The funding environment
and liquidity condition of the company remains favourable. The company
improved spreads by 23 bps in 9MFY21.Net Interest margin was at 2.36% in
Q3FY2021 as against 2.34% in Q2FY20201 and 2.42% in Q3FY2020. As per
the company, the liabilities amounting to Rs 7000-8000 crore are due for
maturing in Q4FY2021 and Rs 20000 crore in FY2022, which is positive for
decline in cost of funds.
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The company expects margins to remain stable or improve marginally ahead.
The Company’s long term loan facilities have been assigned the highest rating of
AAAsignifying highest safety for timely servicing of debt obligations. The company
has diversified funding profile and good financial flexibility with access to diverse
sources of funds at competitive rates.

Asset quality manageable with lower than expected impact of pandemic

On the asset quality front, the last three quarters witnessed series of development
such as moratorium, one-time restructuring etc.The company has improved
Stage 3 assets to 2.68% end December 2020 from 2.79% a quarter ago and
2.73% a year ago. The collection efficiency of the company has improved
substantially to 98% in December 2020.

The company has raised provisions to Rs 2948.05 crore, which translates to
provision coverage ratio of 50% from 47% a quarter ago.The company has
created covid related provisions of Rs 211 crore and further Rs 186 crore of
provisions on likely impairment of assets post Supreme Court standstill on asset
quality.

The company has received applications from customers for one-time restructuring
under RBI framework for covid related stress. These applications are under review
and the company has not implemented any restructuring so far.Overall the
company expects the impact of covid 19 stress and Supreme Court standstill at
up to 1% of loan book which includes additional NPAs as well as restructuring.
In absolute terms, additional NPAs and restructuring of loans is expected at Rs
2000-3000 crore, which is lower than earlier estimate of Rs 4000 crore.

The company has witnessed some recoveries of loan in Q3FY2021, while its
expecting more recoveries of large ticket loans before March 2021.

Focus on 4-R Strategy, aims to become tech driven housing finance company

In the current turbulent and unprecedented times, businesses of all sizes and
industries need to get adjusted to disruption and change. To pave way for a
better and sustainable future, the company has devised a 4-R strategy - Retail,
Recovery, Retention and Re-engineering, as a guiding force.

The strategy aims at focus on getting more retail-based loans; recovering the
pending dues; retaining the existing borrowers; and re-engineering the work
environment so that any kind of disruption will have no adverse impact on
business continuity.

The company hopes to become a strong player in the retail home loan segment,
further supported by the direct marketing channel which was introduced in the
previous financial year. Going forward, the road ahead for the immediate and
distant future will be built on higher disbursements of retail housing loans. From
a Company with 77% retail housing loans currently, the company aims to increase
this to 90%.

The project RED in association with Boston Consulting Group is progressing
well, which is aimed at making the company hi-tech and digitally advanced
housing finance company in next one and half year.

Supportive government policies for housing finance segment

The well thought out policies of the Government, particularly its mission and
vision of Housing for All by 2022 are concrete and constructive tools that help
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HFC’s like to function effectively and grant loans for home ownership, especially
for first time home buyers. The Pradhan Mantri Awas Yojana-Credit Linked Subsidy
Scheme was launched in 2015, with the objective of providing shelter to the
urban poor, mainly the Low Income Group (LIG) & Economically Weaker Section
(EWS). Thereafter, the CLSS was extended for the Middle Income Group (MIG I &
II) as well to cover a wider cross-section of beneficiaries.

In order to combat both the housing shortage and the affordability factor, lending
under the Pradhan Mantri Awas Yojana (PMAY) - Credit Linked Subsidy Schemes
(CLSS) has intensified. Since the scheme is operational for 2 more years, the
company anticipate that it will be successful in bringing maximum number of
urban home buyers under its fold.

A growing economy with a growing aspirational population base like India is
creating more and more opportunities for HFCs. Initiatives and schemes
announced by the government is offering significant impetus to affordable
housing and with rapidly changing industry dynamics, the prospects for home
buyers continue to expand.

Housing demand showing sharp improvement

The demand for housing and home loan disbursements has exhibited healthy
improvement in Q3FY2021. The housing and real estate sector was earlier
impacted by demonetization, implementation of GST, RERA, and the NBFC crisis,
further hit by covid 19 and lockdown.

Housing sales picked up from October supported by pent up demand and festive
season. The softening of interest rates on home loans to around 7% and lower
prices and attractive special offers from cash-starved developers were positive
factors that pulled buyers to the market. Reduction in stamp duty on registration
of properties in certain states was a definite game-changer.

In its bid to help the real estate sector survive this unprecedented health crisis, the
Centre also announced various measures such as invoking the ‘Force Majeure’
clause under the RERA to extend project completion deadlines by 6-9 months, the
extension of interest subsidy for the middle-income group, and relaxing tax rules
to allow sales of homes valued up to Rs 2 crore at a 20% discount to circle rate.

The affordability has improved to best in 2.5 decades. Government support
towards housing has helped improve affordability. The low penetration in terms
of mortgage as a % of GDP stands at 10% of GDP in India compared with 18%
in China, 56% in US, 67% in UK, implying room for growth.

The housing sector is supported with various incentives with fiscal incentives is
provided in terms of tax incentives on interest and principal amount for home
loan borrowers.

On supply side, the incentives are provided to developers to build affordable
housing and Infrastructure status is accorded to affordable housing providing
access to low cost funding sources such as external commercial borrowings/
rupee denominated bonds issued overseas.

The favourable demographics with 66% of India’s population below 35 years of
age, provides large potential for home loans growth. The rise in the number of
households with a shift towards nuclear families, rising urbanization with only
32% of the Indian population residing in cities and estimated to be 50% by
2030 and rising disposable incomes provides room for the growth of housing
finance.

The salaried segment
accounted for 87% of the
retail portfolio as on 31
December 2020 which is
also the highest among its
peers

The company has diversified
funding profile and good
financial flexibility with
access to diverse sources
of funds at competitive
rates



5March 27, 2021

Stable earnings Performance in Q3FY2021 and 9MFY2021

LIC Housing Finance reported a 22% surge in the net profit to Rs 727.04 crore in
the quarter ended December 2020 (Q3FY2021). Net interest income (NII) of the
company rose 2% to Rs 1281.02 crore in Q3FY2021, driven by rise in net interest
margin (NIM) to 2.36% in Q3FY2021 from 2.34% in the previous quarter, while
NIM has eased from 2.42% in the corresponding quarter last year.

The company has posted an 18% rise in the net profit to Rs 2335.42 crore in the
nine months ended December 2020 (9MFY2021). Net interest income (NII) of
the company rose 1% to Rs 3739.6 crore in 9MFY2021. The other income moved
up 11% to Rs 84.01 crore. The net total income rose 2% to Rs 3823.61 crore.
Operating expenses jumped 25% to Rs 449.44 crore, causing 1% dip in the
operating profit to Rs 3374.17 crore. However, the provisions dipped to Rs
340.42 crore in 9MFY2021 from Rs 925.48 crore in 9MFY2020. Depreciation
rose 6% to Rs 12.94 core from Rs 3.18 core. PBT moved up 23% to Rs 826.72
crore. An effective tax rate rose to 22.06% in 9MFY2021 from 18.91% in
9MFY2020. The net profit improved 18% to Rs 2335.42 crore in 9MFY2021.

Valuation

The book value of the company stood at Rs 406.7 per share at end December
2020. Adjusted Book value stood at Rs 348.2 net of net NPAs end December
2020.

We expect the company to register EPS of Rs 62.3 in FY2023. The scrip trades
around Rs 420. P/E on FY2023 projected EPS works out to 6.7 times.

The adjusted book value of the company is expected to rise to Rs 408.7 for FY23.
The current price of Rs 420, discounts the projected FY2023 adjusted book
value by around 1 times.

LIC HOUSING FINANCE: STANDALONE RESULTS
PARTICULARS 2012 (3) 1912 (3) VAR. (%) 2012 (9) 1912 (9) VAR. (%) 2003 (12) 1903 (12) VAR. (%)

Interest Inc. 4876.07 4968.91 -2 14799.31 14706.88 1 19605.35 17256.12 14

Interest exp. 3595.05 3715.23 -3 11059.71 11019.63 0 14783.86 12891.54 15

NII 1281.02 1253.68 2 3739.60 3687.25 1 4821.49 4364.58 10

Other inc. 47.92 27.56 74 84.01 75.83 11 64.41 108.45 -41

Total inc. 1328.94 1281.24 4 3823.61 3763.08 2 4885.90 4473.03 9

Op. exp. 165.72 132.50 25 449.44 360.20 25 616.11 731.40 -16

OP 1163.22 1148.74 1 3374.17 3402.88 -1 4269.79 3741.63 14

Provisions 180.95 390.68 -54 340.42 925.48 -63 952.73 350.35 172

Dep. 12.63 12.74 -1 37.18 35.13 6 48.07 11.73 310

PBT 969.64 745.32 30 2996.57 2442.27 23 3268.99 3379.55 -3

Tax 242.60 147.79 64 661.15 461.86 43 867.15 948.58 -9

PAT 727.04 597.53 22 2335.42 1980.41 18 2401.84 2430.97 -1

EPS*(Rs) # # # # 47.6 48.2
* On current equity of Rs 100.93 crore. Face Value: Rs 2,
# EPS is not annualised due to seasonality of business,Figures in Rs crore,
Source: Capitaline Database

To pave way for a better and
sustainable future, the
company has devised a 4-R
strategy - Retail, Recovery,
Retention and Re-
engineering, as a guiding
force
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