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Poonawalla Fincorp

Swaggering show; AUM growth remains best-in-class; maintain BUY

Poonawalla Fincorp’s PPoP surged by ~109% y/y to ~Rs6.9bn in
Q4FY26 on the back of a strong 70% y/y AUM growth, higher NIM and
improved operating efficiency. The company has garnered Rs25bn as
capital in Apr-26. A marquee management team, risk precision
capabilities and strong tech architecture will drive the fastest growth
among peers (with expected 48% CAGR in AUM over FY26-28) and
improve RoA prospects to 2% in FY28e. We maintain BUY rating on
Poonawalla Fincorp with a TP of Rs663, valuing it at 3.5x Mar-28e P/BV.

Best-in-Class Multi-pronged AUM Growth: AUM grew 70% y/y (up 10%
q/q), led by increase in distribution in physical and digital channels. LAP,
consumer loan and BL are the top products, which formed 28%, 19% and 12%,
respectively at the end of the quarter. Overall, secured on-book mix stood at
54% in Q4FY26 vs. 57% in Q4FY25. New products contributed 14% to the
company’s AUM. New products disbursement moved higher to Rs30bn,
accounting for 24% of overall disbursement. The NBFC’s franchisee continues
to deepen. The gold loan business now has 400 active live branches, while CV
business expanded to 60 strategic locations across 13 states. Within the CD
market, now the company has reach of 12,500+ dealer points. Development of
Al in all key processes continues to deepen with 76 Al projects undertaken. We
have built-in 48% CAGR in AUM over FY26-28e, prioritising widening of
products and sustainable growth.

Higher NIM, Strong Operating Leverage Playing Out: As per the
management, disbursement yield has improved by 40bps in Q4FY26. As a
result of favourable product-mix, calculated NIM (on average AUM) rose by
70bps y/y. Notably, the company continues to increase share of NCDs (31%
y/y) to create a strong liabilities profile. It demonstrated high operating leverage
with opex/average AUM improving by 27bps q/q to 4.13% and C/I ratio
improving by 550bps q/q to 46%, despite investment in gold loan branches,
technology and collections infra. We expect the company’s C/I ratio to
improve to 47% by FY28e led by higher operating leverage.

Asset Quality Sees Further Improvement, Capital Raise Offers Impetus:
Asset quality improved by 7bps q/q to 1.44% GNPA, while credit cost
improved by 10bps q/q to 2.5%. Stage-2 assets also improved by 10bps q/q to
1.1%. 6MOB 30%+ has been improving consistently and now stands at 1.05%.
We expect credit cost to taper down over FY27-28e driven by strong risk
calibration.

Outlook and Valuation: The management is focused on deepening franchisee
and will drive 35-40% over the medium-term with increase in RoA to 2% by
FY28e. At CMP, the stock trades at 2.7x and 2.4x P/BV on FY27¢ and FY28e,
respectively. We maintain BUY rating on the stock with a TP of Rs663 (based
on multi-stage DDM model), valuing it at 3.5x Mar-28e P/BV.

Key Risks: (a) Higher-than-expected slippages; and (b) lower-than-expected
loan growth.
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Quick Glance - Financials and Valuations

Fig 1 — Income Statement (Rs m) Fig 4 - Price-to-Book Band

YIE Mar FY24  FY25  FY26  FY2le  FY28e 900

Net interest income 19,493 23,594 33,741 53,082 78,087 5.0x
Growth (%) 506 210 430 573 47. 800

Other income 2478 3483 6548 10477 15297 700

Total income 21,970 27,078 40,290 63,559 93,384 600 3.5x
Total income growth (%) 55.3 232 48.8 57.8 46.9 500 [

Operating expenses 8,074 12,906 20,955 30,174 42,244 m

Salary 4444 6362 14249 20519 28,726 400 AL,,. m//w )

PPoP 13,897 14,172 19,335 33,385 51,140 300 W o
PPoP growth (%) 1313 20 364 727 532 20 ﬂN

Provisions 720 15526 12,099 15208 21,822 100 il 0s
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PAT growth (%) 481 (1118) (651.0) 1516 602

Source: Company, Anand Rathi Research * PAT excluding extraordinary income Source: Bloomberg

Fig 2 — Balance Sheet (Rs m) Fig 5 - 1-Year Fwd. Price-to-BV

YIE Mar FY24  FY25  FY26  FY2le  FY28e

Share capital 1541 1546 1616 1751 1,755

Other equity 80,130 80,201 101,867 140,365 161,769 50

Net worth 81,671 81,747 103,482 142,115 163,524 45 f“\ 125D

Borrowings 150,801 258,806 498,568 752,837 1,117,963 T
Growth (%) 356% 716% 926% 510%  48.5% 40 f\ /J D

Other liabilties 8397 9747 666 799 959 35 n f/ ‘ﬁj\] '

Total liabilities 240,869 350,299 602,716 895,751 1,282,445 W0 h "‘,h‘ . Vean

Cash & Cash equivalents 2,685 323 2,937 13,263 10,950 25 . ,ﬂ)v W W 18D

Investments 8,783 13416 24,905 29,138 33,509 ’0 f

Advances 220,464 326,950 559,515 834,734 1,215,225 250
Growth (%) 449%  483% 711%  492%  456% 15 1

Other assets 8936 9611 15359 18,616 22,761 0

Total assets 240,869 350,299 602,716 895,751 1,282,445 S33989939qVLLIIIILELLYYLY
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AUM 250,030 356,310 603,480 917,290 1,320,897

Source: Company, Anand Rathi Research Source: Bloomberg

Fig 3 - Ratio Analysis (%) Fig 6 — Price Movement

YIE Mar FY24  FY25  FY26  FY2le  FY28e

NIM 95 78 7.0 7.0 7.0 )

Cost to Income 36.7 477 52.0 475 452 600

Credit Cost 0.4 57 2.7 2.2 2.1

ROA 35 (0.3) 1.1 1.8 20 500
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Source: Company, Anand Rathi Research

Source: Bloomberg
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I Earnings Concall - Key Highlights

Gu Asset Quality & Growth Calibration

B On credit side, exposure remains within defined risk tolerance levels.
While liabilities across the industry are repricing faster and asset
repricing remains relatively challenging, the company continues to
demonstrate pricing power, an indication of strength of its operating
construct, which is not easy to achieve in the current environment.

B There is continued strength in disbursement yields, which is expected
to support growth catching up over time.

B The PL Prime and Digital segments are well-structured and
appropriately distributed in terms of credit calibration. Overall
growth remains healthy.

B For business loans, the company has guided teams to maintain growth
in the low-to-mid-teens range.

B Pre-owned car financing is also expected to grow in the low teens,
reflecting a calibrated and sustainable approach to expansion.

B No risks are currently seen in education loans or PL Prime, making
these segments relatively less vulnerable to prevailing environment.

B The company continues to monitor developments closely.
Portfolio-mix

B As products ie., gold loans and PL Prime scale up and contribute a
higher share to AUM, the company will continue to prioritise margin

safety.

B Current credit cost trajectory and overall portfolio quality provide
confidence, and the portfolio is likely to strengthen further over time.

Fee Income

B Fee income is likely to see steady traction, aided by the management’s
experience in handling large-scale businesses and driving cross-sell.

B This should translate into a reasonable degree of strength in fee
generation, with a calibrated and consistent growth trajectory, going
forward.

RoA and Growth

B There is a strong focus on RoA, with fee income being an important
contributor to overall profitability.

B Several business decisions are anchored around RoA consideration,
and fee income remains a key area of emphasis.

B RoA is expected to move from strength to strength, aided by multiple
operating levers.

B Disbursement pricing has already improved by ~40bps, which is not
easy to achieve on the yield side in the current environment.

B For FY27, disbursement is expected to be ~one-third of overall book,
which is a positive indicator for growth momentum.

B Operating efficiency continues to improve with opex-to-AUM
witnessing a meaningful decline.
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B Credit cost trajectory also remains robust, aided by sustained efforts
on collections, which are expected to help maintain asset quality.

B Overall, the company has guided for AUM growth in 35-40% range.
Technology, Al & Digital Scale

B On technology and Al front, digital business already contributes
>30% to overall portfolio, with ~Rs480-500m being fully digitalised
and already executed.

B Next phase of scale-up over the coming years will be driven across
business loans and SME segments, with a continued focus on ticket
size calibration.

B  The company remains strict on risk calibration using Al and is
working towards delivering improved and differentiated TAT, which
will be a key lever, going forward.

The management’s broader objective is to digitise the entire business.

Ongoing set of ~75-76 projects reflect a focus on strengthening
existing product capabilities rather than launching new products.

B For instance, in products like PL, growth is being achieved without
adding incremental underwriters, aided by technology and Al-led
efficiency.

B There is a clear intent to build an Al-driven culture across
departments, including HR, finance and business functions with
focus on driving operating leverage across organisation.

B Innovation remains embedded at every stage, with the company
aiming to stay agile and continuously evolve through technology.
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] Key Highlights

Quarterly Snapshot

Fig 7 - Income Statement
(Rs m) 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26

Interest Income 9,991 10,685 11,853 14,022 16,597 18,936
Interest expenses 3,850 4,584 5,461 6,378 7,387 8,441
Net Interest Income 6,141 6,101 6,393 7,644 9,209 10,495
Growth (%) 251 8.5 11.0 36.7 50.0 72.0
Other Income 581 1,048 1,287 1,405 1,588 2,268
Total income 6,722 7,149 7,679 9,050 10,798 12,763
Total Inc. growth (%) 22.2 11.6 13.6 40.3 60.6 78.5
Operating expenses 2,991 3,821 4,434 5,184 5,520 5,816
on which, salary 1485 1734 2132 2564 2849 2631
PPoP 3,731 3,328 3,245 3,866 5,277 6,947
PPoP growth (%) 6.5 (18.7) (24.9) 385 415 108.7
Provisions 3,479 2,526 2,411 2,877 3,275 3,537
PBT 252 802 834 989 2,002 3,411
Exceptional Item - - - - -
Tax 65 179 208 247 500 863
PAT 187 623 626 742 1,502 2,548
PAT growth (%) (92.9) (81.2) (785)  (1158) 702.0 308.8

Source: Company, Anand Rathi Research
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Fig 8 — AUM and AUM Growth (yly)

Fig 9 - AUM Composition
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Fig 10 — NIM vs. Cost of Borrowing Fig 11 - C/l vs. Cost-to-AUM
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I Valuation

The company’s PPoP sutged by ~109% y/y to ~Rs6.9bn in Q4FY26 on
the back of a strong 70% y/y AUM growth, higher NIM and improved
operating efficiency. The company has garnered Rs25bn as capital in Apr-
26. A marquee management team, risk precision capabilities and strong
tech architecture will drive the fastest growth among peers (with expected
48% CAGR in AUM over FY26-28) and improve RoA prospects to 1.8%
in FY28e.

We maintain BUY rating on Poonawalla Fincorp with a TP of Rs663
(based on multi-stage DDM model), valuing the stock at 3.5x Mar-
28e P/BV

Fig 14 - Change in Estimates

FY27e FY28e

New Estimates Old Estimates Change (%) New Estimates Old Estimates Change (%)

Net interest income 53,082 50,550 5.0% 78,087 76,641 1.9%
Pre-provisioning profit 33,385 31,911 4.6% 51,140 47,745 7.1%
PAT 13,633 13,601 0.2% 21,841 21,270 2.7%

Source: Anand Rathi Research

Fig 15 — Key Assumptions

Balance-sheet Assumptions

AUM growth 69.4 52.0 44.0
Borrowings growth 92.6 51.0 485
Asset Auality

Credit cost

Provision coverage 25 2.0 2.0

Source: Company, Anand Rathi Research

Fig 16 — DuPont Analysis

Interest income 12.3 1341 12.9 13.2 135
Interest expense 4.0 5.1 5.8 6.1 6.3
Net interest income 8.2 8.0 71 71 7.2
Other income 1.0 1.2 14 14 14
Total income 9.3 9.2 8.5 8.5 8.6
Operating expenses 34 4.4 4.4 4.0 39
PPoP 5.9 4.8 41 45 47
Provisions 0.3 53 25 2.0 2.0
Tax 20 (0.1) 0.4 0.6 0.7
RoA 35 0.3) 11 1.8 20
RoE 111 (1.2) 5.9 1.1 143

Source: Company, Anand Rathi Research

Key Risks
B Higher-than-expected slippages.

B Lower-than-expected loan growth.
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securities or options thereon, either on their own account or on behalf of their clients.

5. As of the publication of this report, ARSSBL does not make a market in the subject securities.

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis on
which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or solicit to
seek to obtain investment banking, or other securities business from, any entity referred to in this report.

©2026. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise, is
under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in whole or
in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this report are
trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.

As of the publication of this report, ARSSBL does not make a market in the subject securities.
Registration granted by SEBI, Enlistment as RA and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
Additional information on recommended securities/instruments is available on request.

Compliance officer: Deepak Kedia, email id: deepakkedia@rathi.com, Contact no. +91 22 6281 7000
Grievance officer: Madhu Jain, email id: grievance@rathi.com, Contact no. +91 22 6281 7191

ARSSBL registered address: Express Zone, A Wing, 10th Floor, Western Express Highway, Diagonally Opposite Oberoi Mall, Malad (E), Mumbai — 400097.
Tel No: +91 22 6281 7000 | Fax No: +91 22 4001 3770 | CIN: U67120MH1991PLC064106.






