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Can Fin Homes (CANHOM)

CMP: X750 Target X 900 (20%) Target Period: 12 months BUY
October 13, 2026
Tech transition weighs on growth; pace of recovery in focus... £ T
EXl R

About the stock: Can Fin Homes (CFHL) was promoted by Canara Bank in 1987,
with ~30% stake as of Sep 2026. The HFC has a presence in 274 locations across
21 states and union territories (UTs).

CanFinHomes Ltd
CANANA DANNK
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e Housing loans comprise ~83% of book; of which ~67% is to salaried
customers

Particulars Amount

Q2FY27 performance: Can Fin Homes reported a mixed performance, with Market Capitalisation % 9,944 crore
disbursement at X2,373 crore (-7% YoY), resulting in loan book growth of ~10% YoY Networth X 6,417 crore
~1% QoQ to I43,539 crore. Net interest income grew ~7% YoY (~1% QoQ) to I431 ﬁi;‘;vf/‘f]'l‘u':” 9721 o
crore, while NIM moderated 13bps YoY (though improved 8 bps QoQ) to 3.89%, DIl Holding (%) 245
reflecting the impact of interest rate transmission. PAT grew ~9% YoY (-2.5% QoQ) Fll Holding (%) 13.2

to X275 crore. Asset quality remained healthy, with GNPA/NNPA stable at

0.9%/0.4%, reflecting stable collections and lower credit cost. Sept25 Dec25 Mar26 Jun 26
Investment Rationale: Promoter 299 299 299 299
e Growth outlook intact despite near-term moderations: Loan book EIIII ;gg ;ig ;i_’g ;ig
growth stood at ~10% YoY in Q2FY27, with disbursements impacted by Others 336 321 320 323

Project TEJAS implementation despite healthy underlying demand. With
tech rollout largely completed, redeployment of staff towards sales,
contribution from 25 newly operational branches, improving productivity
of newer branches and digital sourcing should support recovery in
business momentum. Rundown moderated to 4.17% from 4.4% in Q1FY27,
while a narrowing pricing gap should aid customer retention and
prepayment. Management reiterated FY27 disbursement guidance of
~X13,000 crore and AUM growth of 13-14%, while targeting ~X16,000

crore disbursements and ~15%+ AUM growth in FY28. 8 S8 888
e Margin resilience and asset quality support profitability: Spread stood 5§ 3838 %8
at 2.81% and NIM at 3.89% in Q2FY27, ahead of FY27 guidance of CANF (LHS) Nifty Index

Rating

~2.75%/~3.75%. After 25 bps repo-rate hike, management estimates a 12—
13 bps increase in blended borrowing cost and raised housing loan rates
by 10 bps. With ~87% of the loan book on quarterly reset, lending-rate
transmission will occur within a quarter, while ~65% of borrowings are
floating, with repo-linked borrowings repricing in November and T-bill-
linked borrowings resetting quarterly. Asset quality remains comfortable
with GNPA/NNPA at 0.90%/0.42% and credit cost guidance maintained at
~10 bps. We expect stable margins and benign credit cost to support RoA
of ~2.3% and RoE of ~17%.

and Target Price

Implementation of IT transformation impacted disbursement during
Q2FY27; however, with the technology upgrade now completed, business
momentum is expected to recover. Execution of the Roadmap 2028
strategy and revival in business growth remains key trigger to boost
valuation. Stable asset quality and prudent underwriting provide earnings
visibility, while margin trajectory amid recent rate hike and recovery in
disbursement momentum is expected to aid return ratios. We expect RoA
to sustain 2.3% in FY27E-28E. Accordingly, we revise our target to X900
(earlier X1050), valuing the business at ~1.5x FY28E BV. Maintain Buy
rating.

(i) Delay in accrual of benefit from tech

upgrade

(ii) Slower business growth

Vishal Narnolia
vishal.narnolia@icicisecurities.com

Nivedita Choudhary
nivedita.choudhary@icicisecurities.com

% crore FY25 FY26 ::‘F’(f;;_ﬁﬁfg FY27E FY28E g {:f,’;;‘::;
NII 1354 1611 16.7% 1794 2048 12.8%
PPP 1153 1343 15.8% 1480 1696 12.4%
PAT 857 1086 20.5% 1105 1260 7.7%
ABV ) 367 437 17.8% 506 583 15.5%
P/E 11.4 9.0 8.9 7.8
P/ABV 2.0 17 15 1.3
RoA 2.2% 2.6% 2.3% 2.3%

Source: Com,

pany, ICICI Direct Research
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Concall highlights and outlook

Operational Performance

Q2FY27 disbursements stood at 2,373 crore, down ~7% YoY/~9% QoQ and
below the guided X3,000 crore, largely due to disruption from the phased IT
rollout. Management quantified the impact at ~X358 crore.

Disbursements in Karnataka are now stable at X230 to 250 crore.
Introduction of property legality checks at sub-registrar offices by Telangana
acted as headwind, though business momentum has normalised as process
has been altered requiring verification before processing of loans.

Rundown moderated to X1,795 crore in Q2FY27 from 1,857 crore in Q1FY27.
July was elevated at ~X655 crore, while August and September declined below
X600 crore per month as measures to reduce excess repayment started
showing results.

Prepayment rates had increased from ~15.5-16% historically to ~17-17.5%
during the declining-rate cycle. Management expects the recent rate hike to
narrow the pricing gap with banks and support customer retention, with a 1-
1.5 ppt reduction in rundown potentially lowering annual prepayment by
~X400 crore.

Loan book increased ~10% YoY/~1.3% QoQ to 43,539 crore. Management
retained FY27 guidance of X13,000 crore disbursement and 13-14% AUM
growth, closer to 14%.

Q3FY27 disbursements are targeted at ~X3,500 crore, with the Q2 shortfall
expected to be covered in Q4. The company is also carrying ~X100-120 crore
of additional sanctioned-but-undisbursed loans versus Q1FY27.

25 of 28 planned branches for FY27 are now open and staffed. New branches
typically require ~18 months to reach normal productivity of ~5 cases per
employee per month. Branch staffing is increased as branches scale from
small to medium categories, supporting higher disbursement productivity over
time.

IT Transformation

Project Tejas has been fully implemented, with the remaining branches
migrating from October 1. LOS/LMS, reporting, infrastructure and security
modules are now live across the organisation.

Disbursement at branches undergoing migration declined ~70-75% during the
implementation month before recovering to ~80-90% of earlier levels in the
subsequent month.

The disruption was primarily due to process changes under the new platform,
including additional OTP requirements for borrowers/co-borrowers and
migration of legacy data, which resulted in temporary processing delays.
~129 employees deployed across testing, training and implementation are
being gradually redeployed to branches/functions following completion of the
rollout.

Sales-team strength is expected to increase from ~90 currently to ~150 during
FY27, largely through internal redeployment, with more than 120 employees
expected by December.

Automation of manual processes, validations and customer journeys is
expected to improve productivity and enable digital sourcing, which
management targets at ~10% of incremental disbursements by FY28.

Margins

Portfolio yield improved marginally to 9.84% from 9.81% in Q1FY27, while cost
of borrowing increased to 7.03% from 6.98%. Spread moderated to 2.81%,
while NIM improved to 3.89%.

Management estimates the 25 bps repo hike would result in a ~12-13 bps
increase in blended borrowing cost, against which 10 bps has already been
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passed on through rate hike on housing loans. It may consider a ~15 bps
increase for any subsequent equivalent hike in repo rate to protect margins.

e ~87% of the loan book is now on quarterly reset, while ~12% remains on
annual reset. Management indicated that the quarterly-reset share may not
increase materially from current levels as some existing customers have opted
against shifting, while all incremental loans are on quarterly reset.

e Existing quarterly-resetloans will broadly be repriced over November-January,
while repo-linked bank borrowings will be repriced from November 1 and T-
bill-linked liabilities at their respective quarterly reset.

e Spread and NIM guidance were retained at 2.75%+ and 3.75%+, respectively.

e NHB sanctioned 1,350 crore of refinance, with blended cost expected at
~6.6-6.7% depending on the AHF mix. Undrawn sanctions remain at ~X2,500
crore.

Asset Quality

e  GNPA/NNPA increased marginally to 0.90%/0.42% in Q2FY27 from
0.87%/0.40% in Q1FY27, with gross NPA increasing by ~X16 crore QoQ to
X392 crore.

e Overall delinquency increased to 8.41% from 8.01% in Q1FY27, largely due to
an increase in SMA-O0.

e Theincrease in SMA-0 was partly attributable to the new system moving from
month-end to daily overdue computation, resulting in small residual interest
amount being flagged as overdue.

e  Gross NPA increased by ~X35 crore during H1FY27 versus ~X40 crore during
H1FY26. Management expects the wusual H2 improvement in
collections/recoveries to reduce GNPA from current levels.

e Credit cost stood at ~9 bps in Q2FY27, with management retaining FY27
guidance of ~10 bps.

e Management indicated that drought/water shortages in parts of Maharashtra
and Karnataka could affect construction activity, though it remains too early
to assess the impact.

Guidance

e FY27 disbursement guidance retained at 13,000 crore, with Q3 targeted at
~X3,500 crore.

¢  AUM growth guidance retained at 13-14%, closer to 14%.

e Spread and NIM guidance retained at 2.75%+ and 3.75%-+, respectively.

e Credit cost guidance retained at ~10 bps.

¢ Management is internally targeting ~X16,000 crore disbursement in FY28,
translating into 15%+ AUM growth.

e FY28 roadmap targets salaried/SENP mix of 65%/35%, HL/NHL mix of
80%/20% and South/Rest of India incremental disbursement mix of 60%/40%.

e Sourcing mix by FY28 is targeted at ~60% DSA, 20% marketing team, 10%
direct and 10% digital.
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Q2FY27 Q2FY26 YoY (%) Q1FY27 QoQ (%) Comments
NIl growth moderated due to margin

Net Interest Inc 431 405 6.7 428 0.9 -
compression

Reported NIM % 3.9% 40%  -13bps 3.8% gbps Decline in yields led to  margin
compression

Other Income 9.5 6.3 51.5 9.3 25

Net Total Income 441 411 7.3 437 1.0

Employee Benefit 49 43 135 49 0.8

expense

. IT transformation expenses, including

Other Operating 37 33 13.2 37 20 AMC and depreciation increased

Expenses .
operating expenses

PPP 355 335 6.0 352 0.9

Provision 7 3 140.6 13 -43.4 Credit cost continued to remain benign

PBT 347 332 4.7 339 2.6

Provision for Tax 73 80 -9.4 71 2.7

PAT 275 251 9.2 268 25

Key Metrics

GNPA 392 373 5.1 375 4.5 Asset quality continues to remain steady

NNPA 185 191 -3.1 180 2.8

Total Loan Book 43539 39657 9.8 42961 13 Loan growth supported by non-housing
and self-employed segment

Borrowings 39078 36107 8.2 38641 1.1

C/l ratio 19.6% 186% 104 bps 19.5% 7bps ligher 1T transformation  expenses

impacted C/I ratio

Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Interest Earned 3,843 4,174 4,509 5,231 Valuation
Interest Expended 2,488 2,563 2,716 3,183 No. of Equity Shares 13.3 133 133 133
Net Interest Income 1,354 1,611 1,794 2,048 EPS (R) 64.4 81.5 83.0 94.6
% growth 7.6 18.9 114 142 BV R) 3805 4491 5191 5986
Non-Interest Income 37 44 49 56 ABV (R) 367.5 437.3 506.4 583.0
Net Income 1,391 1,655 1,843 2,104 P/E 11.7 9.2 9.0 7.9
Employee cost 112 177 199 217 P/BV 2.0 1.7 1.4 1.3
Other operating Exp. 126 135 164 192 P/adj.BV 2.0 1.7 1.5 1.3
Operating Profit 1,153 1,343 1,480 1,696 Yields & Margins (%)
Provisions 76 40 63 80 Yield on interest
PBT 1077 1304 1417 1615 earning assets 99%  98%  98%  10.1%
Taxes 220 218 312 355 Avg. cost of funds 7.4% 7.0% 6.7% 6.9%
Net Profit 857 1,086 1,105 1,260 Net Interest Margins 3.5% 3.8% 3.8% 3.8%
% growth 142 267 18 140 Spreads 2.4% 2.8% 3.1% 3.2%
EPS (R) 64.4 815 83.0 94.6 Quality and
Source: Company, ICICI Research Efficiency
Cost/ Total net 17.7%  205%  20.8%  20.7%
income
GNPA% 0.9% 0.8% 0.8% 0.8%
NNPA% 0.5% 0.4% 0.4% 0.4%
RoE (%) 18.2% 19.7% 17.1% 16.9%
RoA (%) 2.2% 2.6% 2.3% 2.3%
Source: Company, ICICI Direct Research
(Year-end March) FY25 FY26  FY27E  FY28E (Year-end March) FY25 FY26 FY27E  FY28E
Sources of Funds Total assets 10.7% 95%  13.0%  15.1%
Capital 27 27 27 27 Advances 9.1%  105%  13.1%  15.1%
Reserves and Surplus 5,041 5,954 6,886 7,944 Borrowings 10.0% 9.1% 13.5% 14.0%
Networth 5067 5980 6913 7971 Total Income 76%  189%  11.4%  14.2%
Borrowings 35289 38258 42,989 49,502 Net interest income 76%  189%  11.4%  14.2%
Other Liabilities & 158 143 225 255 Operating expenses -73%  309%  165%  12.5%
Provisions Operating profit 113%  165%  102%  14.6%
Total 40514 44,381 50,126 57,728 Net profit 142%  267%  1.8%  14.0%
Book value 16.7% 18.0% 15.6% 15.3%
Applications of Funds EPS 142%  26.7% 1.8%  14.0%
Fixed Assets 50 110 115 121 Source: Company, ICICI Research
Investments 2,345 2,143 2,379 2,728
Advances 37,696 41,647 47,092 54,207
Other Assets 423 481 539 672
Total 40,514 44,381 50,126 57,728

Source: Company, ICICI Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, MBA, Nivedita Choudhary, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. 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 Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. 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 of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall 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. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. 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
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms

and conditions” and “Most Important Terms and Conditions”.

ICICI Securities | Retail Research 7


http://www.icicibank.com/
mailto:complianceofficer@icicisecurities.com
mailto:headservicequality@icicidirect.com
https://icicidirect.com/
https://research.icicisecurities.com/Researchportal/Upload/MITC_Upload.pdf

