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Economy News
 The government moved to bring an Ordinance that will enable it to

acquire the land of these mines along with plants for auction later this in
response to the Supreme Court cancelled allocation of 214 coal blocks.

 The Ordinance has been finalized and will be notified after approval of
the Union Cabinet, a source said. After acquiring the land of these coal
blocks, the government would auction these. (ET)

 The department of industrial policy and promotion (DIPP) said in a
notification that the validity of industrial licences is extended to as much
as seven years from three to encourage domestic manufacturing. The BJP
government is working to promote India as a manufacturing hub, with
Prime Minister Narendra Modi launching the 'Make In India' drive last
month. (ET)

 A top finance ministry official said, the long pending Insurance Bill, which
seeks to raise FDI cap in the sector to 49 per cent, may be taken up in the
forthcoming Winter Session of Parliament. The reform is expected to
increase the flow of foreign investment to the tune of Rs 250 bn into the
private insurance companies. The move would help insurance firms to get
much needed capital from overseas partners. (BT)

 The Central Empowered Committee has told the Supreme Court that
there has been "substantial" delay on part of Odisha Government in
taking a decision for renewal of mining leases and some are pending for
the last 40 years. (ET)

Corporate News
 The government is likely to divest 5 per cent stake in ONGC in the first

week of November, which may fetch about Rs.180 bn to the exchequer, a
top finance ministry official has said. (FE)

 Media conglomerate Zee Media has said its board had approved raising
funds to the tune of Rs.2.0 bn through a rights issue. In a rights issue,
shares are issued to existing investors as per their holding at pre-
determined price and ratio. The company did not specify end use of the
funds it plans to raise. (The Hindu)

 Country's largest two wheeler maker Hero MotoCorp plans to invest
over Rs.50 bn across the globe, including manufacturing plants at
Colombia and Bangladesh and new facilities at Gujarat and Andhra
Pradesh. (ET)

 Government-owned term lender IFCI Ltd has opened the public issue of
non-convertible debentures to raise up to Rs.20 bn and it will be available
for subscription till November 21. (ET)

 NTPC has commissioned a 110 kWp rooftop solar plant at its engineering
office complex. The company said it is focusing on installing rooftop solar
PV systems at available roof areas at power stations to meet the energy
requirement of its offices, said media reports. (ET)

 Power company BGR Energy Systems has secured orders worth Rs.2.5 bn
in the electrical sub-stations segment of its electrical projects division. The
company provides EPC (engineering, procurement and construction)
services for power projects in India, said media reports. (ET)

 Kumar Mangalam Birla-led Aditya Birla Group is said to have placed bids
for the Brazilian and Philippine cement assets that global giants Holcim
and Lafarge are planning to sell ahead of their merger in order to comply
with anti-competition rules. (ET)

Equity
% Chg

20 Oct 14 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  26,430  1.2  (2.4)  2.8
NIFTY Index  7,879  1.3  (3.0)  2.5
BANKEX Index  18,564  1.8  0.5  5.4
BSET Index  10,047  (0.8)  (5.0)  7.2
BSETCG INDEX  14,548  2.1  (3.5)  (8.1)
BSEOIL INDEX  10,747  1.9  (2.4)  (0.8)
CNXMcap Index  11,230  1.4  (4.3)  2.2
BSESMCAP INDEX  10,363  0.5  (7.4)  0.9

World Indices
Dow Jones  16,400  0.1  (5.1)  (3.8)
Nasdaq  4,316  1.4  (5.8)  (2.5)
FTSE  6,267  (0.7)  (8.3)  (6.9)
NIKKEI  15,111  4.0  (8.0)  (1.3)
HANGSENG  23,070  0.2  (4.5)  (0.8)

Value traded (Rs cr)
20 Oct 14 % Chg - Day

Cash BSE  3,344  10.7
Cash NSE  15,818  (7.0)
Derivatives  232,798  (9.1)

Net inflows (Rs cr)
17 Oct 14 % Chg MTD YTD

FII  (1,397)  27  (4,995)  22,230
Mutual Fund  698  121  3,747  12,894

FII open interest (Rs cr)
17 Oct 14 % Chg

FII Index Futures  11,866  18.8
FII Index Options  70,081  0.5
FII Stock Futures  43,391  1.7
FII Stock Options  2,864  5.0

Advances / Declines (BSE)
20 Oct 14 A B T Total % total

Advances 224 1128 248  1,600 56
Declines  71  880  206  1,157 40
Unchanged  3  82 23  108 4

Commodity % Chg

20 Oct 14 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  82.9  0.2  (10.3)  (20.8)
Gold   (US$/OZ)  1,245.0  0.5  2.4  (5.0)
Silver  (US$/OZ)  17.4  0.0  (3.2)  (16.9)

Debt / forex market
20 Oct 14 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.4  8.4  8.5  8.8
Re/US$  61.4  61.4  60.8  60.3

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,
BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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GEOMETRIC LIMITED

PRICE: RS.124 RECOMMENDATION: BUY
TARGET PRICE: RS.146 FY16E P/E: 8.1X

While Geometric's results were slightly lower than our estimates, the results
point to gradual improvement in the business. This is seen in terms of a
2.6% USD revenues growth (3.4% excluding 3DPLM) and order booking at
$9.5mn (good the past four quarters). Moreover, Geometric added 194
employees - the highest in atleast 12 quarters and the second successive
quarter of additions after reductions in the past 5 quarters. Margins were
slightly lower than expected largely due to employee additions and CC
impact. The revenue growth and order additions in 2Q as well as the strong
pipeline, keep us positive on the future prospects of Geometric. Our DCF -
based PT stands at Rs.146 (Rs.167), based on FY16 earnings. The stock has
corrected post 1Q results. We recommend BUY (v/s ACCUMULATE earlier).

2QFY15 results

(Rs mn) 2QFY15 1QFY15 QoQ (%) 2QFY14 YoY (%)

Income  2,797  2,689  4.0  2,865  (2.4)

Expenditure  2,389  2,256  2,208

Operating profit  407  432  (5.7)  658  (38.1)

Depreciation  93  91  89

EBIT  315  341  (7.8)  569  (44.7)

Interest  7.8  8.0  9.0

Other inc  20  32  (195)

E.O items  -  (12)  (31)

PBT  326  377  (13.4)  395  (17.4)

Tax  109  132  123

PAT  217  245  272

Minority Interest  54  53  45

PAT after M I  163  192  (15.2)  227  (28.1)

EPS (Rs) 2.5 3.0 3.6

Margins (%)

Operating Profit 14.6 16.1 23

EBIT 11.2 12.7 19.8

Net Profit 7.8 9.1 9.5

Source: Company

USD revenues up 2.6% QoQ
 After reporting a 1.5% QoQ growth in 1Q, USD revenues grew by about 2.6% in

2Q. Excluding 3DPLM, the growth was at 3.4% QoQ.

 We feel this is encouraging, especially after the falls witnessed in the first three
quarters of FY14. We were expecting a 4.2% growth.

 Revenue growth was impacted mainly on account of delays in finalizing new
contracts at two major Aerospace customers, resulting in a below anticipated
growth in that vertical - Revenues were down 7% QoQ.

 These projects are complex and hence, have taken longer to be finalized.

 Revenues from the top client were flattish QoQ and are expected to see growth,
going ahead. Geometric has started providing services which are stickier and
more value-added, as compared to earlier services.

Summary table

(Rs mn) FY14 FY15E FY16E

Sales  10,955  11,277  12,595
Growth (%) 7.4 2.9 11.7
EBITDA  2,163  1,767  2,085
EBITDA margin (%)  19.7  15.7  16.6
PBT  1,106  1,469  1,817
Net profit  530  779  980
EPS (Rs)  8.4  12.2  15.3
Growth (%)  (23.4)  45.7  25.8
CEPS (Rs)  13.9  18.0  21.4
BV (Rs/share)  52.8  63.1  76.8
Dividend / share (Rs)  2.0  2.0  2.0
ROE (%)  17.7  21.1  21.9
ROCE (%)  29.9  33.2  34.8
Net cash (debt)  1,759  2,137  2,787
NW Capital (Days)  43.6  46.9  46.4
P/E (x)  14.8  10.2  8.1
P/BV (x)  2.3  2.0  1.6
EV/Sales (x)  0.5  0.5  0.4
EV/EBITDA (x)  2.8  3.2  2.4

Source: Company, Kotak Securities - Private
Client Research

RESULT UPDATE

Dipen Shah
dipen.shah@kotak.com
+91 22 6621 6301
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 The client's business was impacted and consequently, revenues had suffered
over FY14. The annualized loss from this client was to the extent of $22mn.

 Revenues from remaining accounts grew 9% QoQ in INR terms.

 Also, revenues excluding the JV 3DPLM, were up by 3.4% in USD terms, indicat-
ing traction in Geometric's accounts.

New order bookings up for the fourth successive quarter
 While the revenue growth was below estimates, Geometric's order booking was

encouraging.

 The company managed to book new orders worth $9.54mn. This is the fourth
successive quarter of good order bookings. After lack-lustre bookings for the past
several quarters, the company had managed to book orders of $9.25mn in
3QFY14, $10.5mn in 4QFY14 and $8.1mn in 1QFY15.

 The order bookings and the positive macro commentary of the management
make us optimistic on the future revenue growth of Geometric.

 The order booking was across geographies and mainly in engineering / software
services

 While the higher order booking is encouraging, we will watch out for the
sustainability of the same in future quarters.

 Towards this, Geometric has built up a significant order pipeline, we understand.

 The pipeline is 50% higher as compared to the same period last year and of this,
40% is in advanced stages of the sales cycle.

 Geometric is pursuing 15 deals which are more than $1mn in size, with the TCV
of $30mn.

 This has been made possible because of the increased participation in large
deals by the company. The investment made in changing the sales model and
restructuring the organization has allowed the company to participate in larger
deals.

 However, the management is cautiously optimistic due to delays witnessed in
order-bookings and awards in the past. There are no known negatives internally
for the company, though.

 Geometric's announced order booking have been much lower than the quarterly
revenues of the company. However, we believe that, these do not include the
extensions of the MSAs which the company has with its major accounts.

 The management has explained that, about 70% of revenues are annuity rev-
enues and extensions of the same are not accounted in the order bookings.

 The company is now a significant partner to large companies like Ford, Goodyear
Caterpillar, Volvo, etc and is increasing traction in these accounts.

 However, Geometric will need to increase the proportion of annuity business, to
prevent volatility in revenues.

Employee strength up for the third / second successive quarter
after several quarters of declines
 The overall number of billable employees rose by 191 during the quarter, the

third quarter of rise, after falls over the past 5 quarters.

 Moreover, this was the higher number of additions in the past 12 quarters.

 The third successive quarter of employee additions indicates the optimism within
the management regarding future growth prospects.

 With the client scale-down complete in 4QFY14, we expect employee strength to
increase further in FY15.

 The utilization levels including trainees came down from 88.2% to 87.1% QoQ.
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Macro scene improving; No major impact at micro level in re-
maining accounts
 The management has indicated that, the macro scene has improved and the

demand trends are encouraging. It is not witnessing any widespread project can-
cellations or deferrals.

 The situation in Europe has deteriorated but has not impacted Geometric in any
manner, till date. We need to watch the situation there, though.

 Discretionary spends are improving in automobiles vertical due to demand for
localized (geo-specific) products.

 Engineering services, which are largely non-discretionary, are witnessing a short-
age of talent and also more demand for off-shore services. These are positives
for off-shore players like Geometric.

 Within verticals, automotive is doing well in terms of demand as companies are
looking at innovative ways of reducing costs for their solutions. The company is
witnessing more demand for solution-orientation.

 According to estimates, the global auto electronics market is expected to reach
$137bn by 2015. Several segments like Powertrain, Infotainment, Safety & Secu-
rity, Body electronics and driver assistance are expected to drive growth.

 In aerospace, companies are looking at cost savings and re-investing the savings
in new initiatives. They are looking to take advantage of the offset policy of In-
dia. Geometric has not seen any impact on its business from these companies.

 On the industrial equipment side also, the company is seeing no impact of the
current uncertain macro scene. It plans to fortify its capabilities in Oil & Gas sec-
tor.

Focusing more on solutions / consultancy
 Geometric has identified the following strengths on which it plans to build further

competencies in the future : Manufacturing engineering, PLM capability and
Ability to create Intellectual Property

 While the Indian unit has expertise in PLM, the US subsidiary is strong in manu-
facturing engineering. The company plans to consolidate these services into solu-
tions and cross sell these to clients.

 It has created solutions (as against discrete services) by combining various ele-
ments of its capabilities. Geometric has identified offerings, each with a relevant
business model and engagement model, with a view to provide better services
and also reduce the time to penetrate into new markets.

 The company formed a consulting group to bring in a solution-based approach in
all customer engagements and suggest unique architectures and solutions to
meet customer objectives.

 Consulting currently brings in marginal revenues but has led to additional rev-
enues for other services from clients in Europe, etc.

Margins down by 150bps
 EBIDTA margins (excluding one-offs) were down by about 150bps. This was on

the back of salary increments to Geometric employees as well as higher number
of employee additions. The depreciation of the Euro also impacted margins.

 While the significant volatility makes it difficult to forecast margins, we believe
that, revenue growth will be the major lever for the company to improve and
sustain margins. The company is looking at other levers like the pyramid effect,
increasing off-shore content, G&A leverage, billing rate increases and non-linear-
ity to protect and improve margins.

 Currently, Geometric has high utilization rates of about 87% and additional ma-
jor benefits from this lever do not look possible.



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 5

MORNING  INSIGHT October  21,  2014

Financial prospects
 We have changed our earnings estimates for FY15 and FY16.

 We expect revenues to grow by 4% growth in USD terms and by 13% in FY16.
Rupee is expected to average 59.5 / USD in FY16. The company had earlier tar-
geted industry-level growth in FY15, which will not be achievable, as per the
management.

 Margins are expected to be lower v/s FY14 as salary hikes and appreciation in
the rupee off-set the benefits from the recent restructuring exercise, improved
efficiencies, G&A cost control and higher utilization rates.

 PAT is expected to grow at a faster pace because of absence of the forex losses.

 During FY14, Geometric had forex losses of about Rs.750mn largely due to ma-
turity of hedges taken at much higher levels of the rupee.

 All of those hedges have matured in 1QFY15. The hedges, which will mature
now, are all at much depreciated levels, which should save the company from
the sharp losses of FY14.

 Consequently, we expect PAT to work out to Rs.778 in FY15 and Rs.980bn in
FY16 leading to an EPS of Rs.12.2 and Rs.15.3, respectively.

Valuations
 The scale-down in the large account is complete and should not impact FY15

revenues. Also, the management has undertaken several restructuring initiatives
to improve growth, bring in predictability as well as sustain margins. These initia-
tives are expected to lead to improved revenue growth over the next few quar-
ters.

 The order booking over past four quarters and the strong pipe-line make us op-
timistic on future growth prospects. Past instances of scale-downs and delays in
order bookings do lend some uncertainty to the near -term growth trajectory.

 Our DCF - based price target for Geometric stands at Rs.146 (Rs.167) based on
FY16 estimates. At our TP, our FY16E earnings will be discounted by about 9.5x.
We recommend BUY (ACCUMULATE).

Risks and concerns
 INR appreciation beyond our assumed levels and slower-than-expected revival in

user economies pose downside risks to our estimates.

We recommend BUY on
Geometric with a price target

of Rs.146
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LIC HOUSING FINANCE LTD

PRICE: RS.324 RECOMMENDATION: BUY
TARGET PRICE: RS.372 FY16E P/E: 8.7X; P/ABV: 1.6X

Q2FY15 Results: Recovery from one lumpy account boosted the
earnings
NII (17.3% YoY) came marginally ahead of our estimates aided by Rs.1.36 bn
recovery from one large developer in Greater Mumbai. This recovery
augmented the NII by Rs.240 mn which inflated the NIM by 8-9bps. PAT
grew at moderate pace (10.1% YoY) due to higher DTL provisions, despite
write back of Rs.200 mndue to one large NPA recovery and Rs.370 mn on
dual-rate loans. LIC Housing reported strong traction in both sanctions as
well as disbursements - 25.3% and 21.0%, respectively, better than previous
couple of quarters. Retail loan book grew at relatively faster pace (17.9%
YoY) while traction in developer segment continued to be subdued on back
of higher repayments and weak disbursements during previous quarters.
Lumpy NPA recovery led to decline in NPA in developer segment from 15.2%
in Q1FY15 to 10.5% in Q2FY15. GNPA of retail segment also saw
improvement YoY from 46bps in Q2FY14 to 38bps in Q2FY15. At CMP, stock
is trading at reasonable valuation (1.6x its FY16E ABV) and hence we retain
BUY rating on the stock with upward revised TP of Rs.372 (Rs.346 earlier)
based on 2.1x its FY16E ABV.

Result highlights

(Rs bn)  Q2FY15  Q1FY15  Q2FY14 YoY (%) QoQ (%)

Interest income  25.96  24.83  22.24 16.7 4.6

Interest expenses  20.64  19.76  17.70 16.6 4.4

Net Interest Income  5.32  5.06  4.53 17.3 5.1

Non-Interest Income  0.63  0.61  0.79 -20.4 2.6

Net Operating Income  5.94  5.67  5.32 11.7 4.8

Operating Expense  0.96  0.70  0.74 29.7 38.0

Operating profit  4.98  4.97  4.58 8.8 0.1

Provision for loan loss  (0.19)  0.09  0.34 -155.9 -307.8

Profit before tax  5.17  4.88  4.24 22.0 5.9

Provisions for taxes  1.76  1.66  1.14 54.6 5.9

PAT  3.41  3.22  3.10 10.1 5.9

EPS (Rs.)  6.76  6.38  6.14 10.1 5.9

Cost/Income ratio (%)  16.2  12.3  14.0

Effective Tax rate (%)  34.0  34.0  26.8

Sanctions  80.9  60.0  64.6 25.3 34.9

Disbursements  72.0  58.9  59.5 21.0 22.3

Mortgages  975.3  936.1  832.2 17.2 4.2

GNPA (%)  0.63  0.80  0.73

NNPA (%)  0.33  0.49  0.44

Source: Company

One large recovery from developer segment aided the earnings;
expect NIM in the range of 2.2-2.3% in FY 15/16E.
NII (Rs.5.32 bn; 17.3% YoY) came marginally ahead of our estimates aided by
Rs.1.36 bn recovery from one large developer in Greater Mumbai. This recovery
augmented the NII by Rs.240 mn which inflated the NIM by 8-9bps. Excluding the
impact of one-off, NIM would have come at 2.14% during Q2FY15, decline of 5bps
QoQ.

RESULT UPDATE

Saday Sinha
saday.sinha@kotak.com
+91 22 6621 6312
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PAT (Rs.3.14 bn) grew at moderate pace (10.1% YoY) due to Rs.341.2 mn of provi-
sions as DTL on special reserves, despite Rs.200 mn of write back on one large NPA
recovery along with Rs.370 mn of write-back related to dual-rate loans.

LIC housing has high share of fixed loan product in overall loan portfolio (~55% of
loans) but the quantum of re-pricing is relatively small during FY15 while a large
chunk of re-pricing is scheduled during FY16. This can be corroborated from the
trends in incremental lending yield which has remained stable QoQ at 10.9% in
Q2FY15 while incremental cost of funds has declined 10bps QoQ during the same
period, resulting into 10 bps fall in incremental spread. Although spread remained
stable (QoQ) at 1.2% during Q2FY15, incremental spread improved 10bps QoQ to
1.3% in Q2FY15 which implies NIM is likely to improve, going forward.

As wholesale rate has been trending southward, we believe, LIC housing can man-
age cost of funds in the range of 9.5-9.6% by further reducing the bank funding
share. We are projecting NIM to come at ~2.2% in FY15 and 2.3% in FY16. We
also believe, FY16 will see higher share of LAP as well as developer loans along with
kicker from large chunk of re-pricing from fixed loan product.

Strong traction in both sanctions as well as disbursements indi-
cates healthy business momentum
LIC Housing reported strong traction in both sanctions as well as disbursements -
25.3% and 21.0%, respectively, better than previous couple of quarters. Individual
segment reported robust disbursements at 24% YoY, while developer segment con-
tinued to show muted performance.

Outstanding home loan book grew at 17.2% to Rs.975.3 bn in Q2FY15, similar to
previous two quarters. Out of this, retail loan book grew at relatively faster pace
(17.9% YoY) and now constitutes ~97.5% of total portfolio. However, the traction
in developer segment continued to be subdued on back of higher repayments and
weak disbursements during previous quarters.

In view of gradual pick-up in disbursements expected, we are modeling 18-19 %
loan growth during next two years. Although management has been emphasizing to
enhance the share of developers loans to 6-8% for last so many quarters, the trend
has been rather opposite. Subdued disbursement to developer segment (~2% of
total disbursement in Q2FY15) which is also reeling under higher repayment pres-
sure, has led to further decline in share to 2.5% in Q2FY15 as against ~11% re-
ported only three years back.

Trend in Disbursement

(Rs bn) Q1FY14  Q2FY14  Q3FY14  Q4FY14 Q1FY15 Q2FY15

Disbursements  51.3  59.5  61.3  83.0  58.9  72.0

% chg yoy  7.0  1.9  2.1  7.4  14.8  21.0

% chg qoq  (33.6)  16.0  3.1  35.4  (29.1)  22.3

Cumulative Total Disbursements  51.3  110.7  172.0  255.0  58.9  130.8

% chg yoy  7.0  4.2  3.4  4.7  14.8  18.1

Developers  0.6  2.7  3.0  3.8  0.9  1.5

% chg -82 119 -40 101 47 -43

Cumulative  0.6  3.2  6.2  10.0  0.9  2.4

% of total 1% 3 4 3.9 1 2

Individual  50.7  56.8  58.3  79.2  58.0  70.5

% chg 13 -1 6 5 14 24.0

Cumulative  50.7  107.5  165.8  245.0  58.0  128.5

% of total 99 97 96 96.1 99 98

Source: Company
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Composition of Loan Book

(Rs bn) Q1FY14  Q2FY14  Q3FY14  Q4FY14 Q1FY15 Q2FY15

Home loan outstanding  801.4  832.2  864.2  913.4  936.1  975.3

% chg yoy 22.1 20.4 18.9 17.4 16.8 17.2

% chg qoq 3.0 3.8 3.9 5.7 2.5 4.2

Retail  777.3  807.0  838.4  885.6  910.6  951.3

% chg 24.2 21.4 20.0 17.7 17.2 17.9

% of total 97.0 97.0 97.0 97.0 97.3 97.5

Developers  24.1  25.1  25.8  27.8  25.5  24.0

% chg (20.8) (5.6) (8.4) 8.1 5.9 (4.5)

% of total 3.0 3.0 3.0 3.0 2.7 2.5

Source: Company

We believe rise in the share of developer segment is very important to help improve
its asset yields as developer loans are considered to be high yielding products. We
opine that even increase in share of LAP (loan against property) could cushion the
spread going forward.

Asset quality improved on back of one large recovery in devel-
oper segment
Asset quality improved sharply on back of one large account worth Rs.1.36 bn recov-
ered in Greater Mumbai. This led to decline in NPA in developer segment from
15.2% in Q1FY15 to 10.5% in Q2FY15. GNPA declined 19% QoQ in absolute terms,
while in percentage terms, it improved to 63bps (17bps QoQ) in Q2FY15. Similarly,
its net NPA also improved to 33bps in Q2FY15 as against 49bps in Q1FY15 and
44bps in Q2FY14. GNPA of retail segment also saw improvement YoY from 46bps in
Q2FY14 to 38bps in Q2FY15.

LIC Housing provided Rs.380 mn of provisions during Q2FY15 including write-back of
Rs.370 mn worth of provisions related to dual rate loans and Rs.200mn write-back
on one large recovery from developer segment. Management has also indicated
that Rs.170 mn of excess provision related to dual rate loans is left and can be used
in coming quarters.

Trend in Asset Quality

(Rs bn)  Q1FY14  Q2FY14  Q3FY14  Q4FY14  Q1FY15  Q2FY15

Gross NPA  6.41  6.08  7.04  6.12  7.53  6.11

% chg (YoY) 38 46 31 30 17 1

% chg (QoQ) 36 -5 16 -13 23 -19

GNPA Ratio (%) 0.80 0.73 0.81 0.67 0.80 0.63

Net NPA  4.17  3.66  4.41  3.56  4.59  3.22

% chg (YoY) 63 89 35 29 10 -12

% chg (QoQ) 51 -12 20 -19 29 -30

NNPA Ratio (%) 0.52 0.44 0.51 0.39 0.49 0.33

Source: Company

Valuation and recommendation
We have tweaked the earnings estimates for FY15/16E and now expect its net in-
come to grow 13.4% CAGR during FY14-16E with healthy return ratios (RoA at
~1.4%; RoE: 17-18%). At CMP, stock is trading at reasonable valuation (1.6x its
FY16E ABV) and hence we retain BUY rating on the stock with upward revised TP of
Rs.372 (Rs.346 earlier) based on 2.1x its FY16E ABV.

We recommend BUY on LIC
Housing Finance with a price

target of Rs.372
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Summary Table

(Rs mn)  FY13  FY14  FY15E  FY16E

Interest Income  74,591  90,733  105,115  123,062

Interest expenses  59,246  71,744  83,356  96,305

NII  15,345  18,989  21,759  26,757

Growth (%) 10 24 15 23

Non-Interest Income  1,998  2,613  2,536  2,708

Total Income  17,343  21,602  24,295  29,465

Gross profit  14,524  18,470  20,687  25,359

Net profit  10,232  13,172  13,910  16,935

Growth (%) 12 29 6 22

Gross NPA (%) 0.6 0.7 0.7 0.7

Net NPA (%) 0.4 0.4 0.3 0.3

NIMs (%) 2.2 2.2 2.2 2.3

RoA (%) 1.4 1.5 1.4 1.4

RoE (%) 16.8 18.7 17.1 18.0

DPS (Rs) 3.8 4.8 5.0 5.0

EPS (Rs) 20.3 26.1 27.5 33.5

BV (Rs) 128.3 133.7 157.0 185.0

Adj. BV (Rs) 122.9 126.6 150.1 177.1

P/E (x) 14.3 11.1 10.5 8.7

P/ABV (x) 2.4 2.3 1.9 1.6

Source: Company, Kotak Securities - Private Client Research
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Bulk deals Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

20-Oct 21stcenmgm Raj Trading B  97,939  15.0

20-Oct Aceedu Shree Ganesh Traders (Mukesh K) B  59,664  10.7

20-Oct Acfsl Pareshkumar M Shah (HUF) S  80,400  24.1

20-Oct Aryacapm India Finsec Ltd B  170,000  12.2

20-Oct Aryacapm Autolite Agencies Pvt Ltd B  100,000  12.1

20-Oct Aryacapm Jayeshkumar Balchand Shah S  70,000  12.3

20-Oct Aryacapm Kamlesh Balchand Shah S  80,000  12.3

20-Oct Aryacapm Darshita Nikhilkumar Shah S  60,000  12.3

20-Oct Aryacapm Vipul Dhirajlal Shah S  60,000  12.3

20-Oct Aryacapm Rasiklal Kasalchand Shah S  60,000  12.3

20-Oct Aryacapm Bcb Brokerage Pvt Ltd B  390,000  12.3

20-Oct Atishay Hem Sec Ltd B  128,000  19.8

20-Oct Atishay Hem Chand Jain B  88,000  19.8

20-Oct Atishay Naresh Kumar Bhargava S  208,000  19.8

20-Oct Aviva Ankitkumar Dineshkumar Raval S  12,478  34.0

20-Oct Aviva Sonal Shares Investment & Co S  14,522  34.0

20-Oct Aviva Rishabh Fintrade Limited B  27,000  34.0

20-Oct Bostonbio Dazzel Confindive Ltd S  40,451  13.2

20-Oct Deltaltd Avon Enterprises Prop. Sandeep K B  105,004  78.0

20-Oct Deltaltd Sandeep Kumar B  110,000  78.0

20-Oct Deltaltd Rohit Yadav S  65,000  78.0

20-Oct Gsauto Harvin Exports Pvt Ltd S  400,000  20.6

20-Oct Gsauto Decent Portfolio Services Pvt Ltd B  400,002  20.6

20-Oct Hathway Clsa Global Markets Pte Ltd B  1,579,363  302.5

20-Oct Hathway Clsa (Mauritius) Ltd S  1,579,150  302.5

20-Oct Indovation Ramanamma Mudunuri S  23,276  91.8

20-Oct Kabradg Shyam Kabra S  25,000  38.3

20-Oct Oasisec Aggarsain Automobiles Pvt Ltd S  15,000  103.0

20-Oct Oasisec Aggarsain Pharmaceuticals Pvt Ltd S  24,934  103.1

20-Oct Oone Ketan Motilal Panchal B  55,000  12.3

20-Oct Pranavsp Raghav Poddar B  490,000  16.8

20-Oct Pranavsp Mansarovar Tradecomm Pvt Ltd S  490,000  16.8

20-Oct Purshottam Sushil Kumar S  50,000  35.2

20-Oct Rajgases Raj Parivahan  Pvt Ltd S  102,800  9.7

20-Oct Rajgases Ravi Omprakash Agrawal B  102,800  9.7

20-Oct Repcohome Creador I Llc S  325,000  470.1

Source: BSE
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Forthcoming events Company/Market
Date Event

21 Oct BASF, Biocon, Blue Star, Cairn, GNFC, HDFC Bank, JSW Steel, KPIT, PNB, SKF,
Tata Coffee, UPL, Zensar Tech earnings expected

22 Oct Asian Paint, Havells, HDFC, Kansai Nerolac, Kotak Mahindra Bank, KSB Pumps,
M&M Finance, Wipro earnings expected

Source: Bloomberg

Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

Ultratech Cements  2,450 5.7  NA 0.5

ONGC  419 5.5  NA 15.3

Hindalco Ind  147 5.1  NA 10.5

Losers

Jindal Steel  136  (8.2)  NA  23.7

Wipro  556  (1.7)  NA  1.6

Infosys  3,812  (1.0)  NA  1.0

Source: Bloomberg
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed
as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness
cannot be guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in
this material may go up or down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  Reports based on technical
analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may
not match with a report on a company’s fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent  equity  research groups: Institutional Equities and Private Client Group. This report has been
prepared by the Private Client Group . The views and opinions expressed in this document  may or may not match or may be contrary with the
views, estimates, rating, target price  of  the Institutional Equities Research Group of Kotak Securities Limited.

We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in, and buy or sell the securities
thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or
act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have
other potential conflict of interest with respect to any recommendation and related information and opinions.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the
risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Tele-
phone No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K
Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 66056825. SEBI Registration No: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230, OTC
INB 200808136, MCXSX INE 260808130/INB 260808135/INF 260808135, AMFI ARN 0164 and PMS INP000000258. NSDL: IN-DP-NSDL-23-97. CDSL: IN-DP-CDSL-158-
2001. Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. Derivatives
are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts.
Compliance Officer Details: Mr. Sandeep Chordia. Call: 022 - 6605 6825, or Email: ks.compliance@kotak.com. In case you require any clarification or have any
concern, kindly write to us at below email ids: "For Trading Account Related queries: service.securities@kotak.com; "For Demat Account related queries:
ks.demat@kotak.com. Alternatively, you may feel free to contact our customer service desk at our toll free numbers 18002099191 or 1800222299. You may
also call at 30305757 by using your city STD code as a prefix. In case you wish to escalate your concern / query, please write to us at ks.escalation@kotak.com
and if you feel you are still unheard, write to our customer service HOD at ks.servicehead@kotak.com.
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