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   Bajaj Finance 

Speed bumps to a fast recovery 

Bajaj Finance’s (BAF) Q1FY22 results disappointed and are largely reflective of 

the impact of the second wave on asset quality and business momentum (in line 

with the company’s profit warning). Earnings were 22% below our estimates 

due to interest reversals (INR4.5bn impact) and higher provisioning. The 

elevated impairment (117bps spike) was primarily driven by the auto financing 

segment (~19% GNPA). We trim our FY22/FY23 earnings estimates by 9% each 

as we expect weaker asset quality and higher cash burn (than our previous 

assumptions) on the app ecosystem rollout. Maintain REDUCE with a revised 

target price of INR 4,590 (5.4x Mar’23 ABVPS). 

 Muted operating performance: Bajaj Finance disappointed with NII/PPOP 

growth at 12%/4% YoY, despite continued funding cost tailwinds (28 bps). 

Opex to AUM increased to 31% and is expected to trend higher as BAF rolls 

out its super-app ecosystem. Loan loss provisions increased sequentially by 

~14bps to ~4.7% of AUM. 

 Second wave impact on asset quality: BAF’s GNPA/NNPA increased to 

2.96%/1.46%, largely due to a sharp spike in delinquencies in auto financing 

(GNPA at 19.2% vs. 9.3% in Q4FY21), alongside a marginal uptick in 

impairment across other segments. The management attributed this spike to 

the stress in the 3W segment (~one-third of auto B2B portfolio). The 

restructured book declined to 0.8% of AUM (Q4F21: 1.1%); however, there 

could be a further build-up in the portfolio on account of Restructuring 2.0. 

 Maintain LLP estimates for FY22: With significant impairment and, 

consequently, higher LLPs recognised during the quarter, BAF’s impairments 

and credit costs are likely to normalise going forward, assuming there is no 

impact from a “third wave” of the pandemic. We cut our FY22/FY23 

estimates, as we factor in the weaker asset quality and higher cash burn (than 

our own previous assumptions) into our FY22 forecasts. Despite the company 

being an enviable franchise for its high-growth and profitability potential, we 

maintain REDUCE on the stock with a revised target price of INR 4,590. 

Financial summary 

(INR bn) 
1Q 

FY22 
1Q 

FY21 
YoY 
(%) 

4Q 
FY21 

QoQ 
(%) 

FY20 FY21 FY22E FY23E 

NII 37.0 33.0 12.3 38.4 (3.6) 135.0 138.9 161.7 196.9 

PPOP 31.2 30.0 4.0 30.5 2.1 112.5 119.6 136.7 163.3 

PAT 10.0 9.6 4.2 13.5 (25.6) 52.6 44.2 70.5 94.3 

EPS(INR) 16.5 15.1 9.2 21.8 (24.2) 87.7 73.5 117.3 156.7 

ROAE(%)      20.2% 12.8% 17.5% 19.6% 

ROAA(%)      3.6% 2.6% 3.7% 4.1% 

ABVPS (INR)      538.8 594.8 693.3 842.1 

P/ABV(x)      11.0 10.0 8.6 7.1 

P/E(x)      67.7 80.8 50.6 37.9 

Source: Company, HSIE Research 

Change in estimates 
 

INR bn 
FY22E FY23E 

Old New Chg Old New Chg 

Loan 1,869 1,869 0.0% 2,300 2,300 0.0% 

NIM (%) 9.9 9.5 -43 bps 10.1 9.4 -66 bps 

NII 169 162 -4.3% 211 197 -6.5% 

PPOP 146 137 -6.3% 177 163 -7.6% 

PAT 77 71 -8.6% 104 94 -9.3% 

ABVPS (INR) 701.3 693.3 -1.1% 843.7 842.1 -0.2% 

Source: Company, HSIE Research 

 
REDUCE 

 

CMP (as on 20 Jul 2021) INR 5,938 

Target Price INR 4,590 

NIFTY 15,632 

 

KEY 

CHANGES 
OLD NEW 

Rating REDUCE REDUCE 

Price Target INR4,798 INR 4,590 

 FY22E FY23E 
EPS %   

 -8.6% -9.3% 

 

KEY STOCK DATA   

Bloomberg code  BAF IN 

No. of Shares (mn)  604 

MCap (INR bn) / ($ mn) 3,584/48,160 

6m avg traded value (INR mn) 14,031 

52 Week high / low INR 6,343/3,007 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 28.7 19.2 72.5 

Relative (%) 19.3 14.4 33.0 

 

SHAREHOLDING PATTERN (%) 

 Mar-21 Jun-21 

Promoters 56.1 56.0 

FIs & Local MFs 7.8 7.9 

FPIs 24.1 24.0 

Public & Others 12.1 12.0 

Pledged Shares - - 

Source : BSE   

Pledged shares as % of total shares 
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