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ET Intelligence Group: The stock
of L&T Finance Holdings gained
10% on Monday after the non-bank-
ing financial company declared its
provisioningjourney tobe complete
by allocating additional funds to-
wards stressed assets. It also report-
ed robust numbers for the June 2018
quarter reaffirming commitment
towards iImprovingprofitability and
assetquality of the business.
Talking to ET, the company’s MD
Dinanath Dubhashi said that the
provisioning requirement on
stressed Infrastructure assets isnow
complete. “We had earlier provided
for 71,200 crore towards this. In the
June quarter, we adjusted another

vlslonlng to 73,000 crore agalnst
sn‘essedassetsof T5,000crore.”

The company took this measure to
align accounting practices with the
Indian Accounting Standards (Ind-
AS) which stipulates lenders to pro-
vide for expected futurelosses under

a methodology called

expected credit losses

(ECL). This differs from

the previousaccounting

standards (Indian

GAAP) which focused
on incurred losses. ECL is based on
statisticalmodels which incorporate
internal and external factors affect-
ingtheloan portfolio.

L&T Finance provided for the en-
tire ECL in its infrastructure portfo-
lioat theend of the June quarter.

End of Provisioning Cycle, Strong
Q1 Show Lift L&T Finance Stock

gmwth in net proﬂt ate538 crore ﬁ)r
the June 2018 quarter aided by dou-
ble digit growth in interest and fee
income and lower credit cost.

It continued to reduce focus on
wholesale segment during the quar-
ter in favour of rural and housing
finance. The proportion of whole-
sale loans reduced t0 45% from 55%
a year ago while that of rural and
housing together increased to 46%
from36%.

AtMonday’s closing price of 170.8,
the stock was traded at a trailing
price-book multiple of 2.9.
Considering the company’s improv-
ing asset quality and increasing fo-
cus on fast growing rural and hous-
ing portfolios, the stock is expected
tostay on investors' radar.
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Street cheers L&T Finance’s clean-up act

Net interest income up 51 per cent, net profit rises 71 per cent in first quarter
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Post Q1 numbers, analysts see
turnaround in L&T Finance

Key positives: Robust growth in rural book,
healthy fee income and strong asset quality

OUR BUREAU
Chennai, july 25

Shares of L&T Finance Holdings
have been on the ascend ever since
the company announced its finan-
cial performance for the April-
June period on July 20. The stock
jumped almost 22 per cent in just
four days and closed at X184.25 on
Wednesday on the NSE.

Robust growth in rural book,
healthy fee income and strong as-
set quality were key positives and
indicate a turnaround story for
I&T Finance Holdings, said
analysts.

Its consolidated PAT increased
71per cent to X538 crore in the first
quarter of the current fiscal
against 3314 crore reported in the

year-ago period. Total revenue
jumped to 317851 crore
(¥2,427.27 crore), a growth of 31
per cent. The Group has adopted
Indian Accounting Standards
from April 1,2018, and the effective
date of such transition is April 1,
2017, moving from previous GAAP
standards.

The IND-AS transition helps to
address weaker and stressed ac-
counts with 1,800 crore of one-
time provisioning  adjusted
through net worth, helping im-
prove the provisioning coverage
ratio (PCR), said Prabhudas Lillad-
her, which retained the ‘buy’ rat
ing with a target price of ¥230.

JM Financial, while maintaining
its ‘buy’ rating and a price target of
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X250, said: “We believe LTFH is on
track to deliver sustainable, top
quartile RoEs supported by, in-
creasing the share of focused,
profitable business; improving
capital allocation by exiting/par-
tial selldown of its non-core as-
sets/unprofitable businesses and
redeploying it to RoE accretive
businesses; focus on fee income
through sell-down and DCM oper-
ations; focus on cost efficiencies

by streamlining businesses and
digitising operations; and in-
crease in profitability contribu-
tion by the investment manage-
ment business.”

Citi raised PAT estimates for
FY2019 and FY2020 by 12 per cent
and 6 per cent, respectively,
primarily on lower NPA provision-
ing given the up-fronting of provi-
sions on transition to IndAS. It
maintained its ‘buy’ rating with a
target of 3225 on the stock.

Motilal Oswal in a report said:
“L&T Finance Holdings is a quint-
essential turnaround story, in our
view. From a company with 20+
productlinesand sub-standard re-
turn ratios, it is gradually trans-
forming itself into a focussed fin-
ancier with eight product lines
across threeverticals, with a target
to achieve 18-20 per cent RoE by
FY20 (13 per cent in FY18)."



