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Sundaram BNP Paribas Home Finance Limited

Instrument Rated Amount Rating Action

(In Rs crore)
Non-Convertible Debentures 1,190.00 [ICRA]JAA+(Stable); reaffirmed
Subordinated Debt 370.00 [ICRA]JAA+(Stable); reaffirmed
Fixed Deposits - MAA+(Positive); reaffirmed
Long-term Bank Limits 1,119.07 [ICRA]JAA+(Stable); reaffirmed
Commercial Paper 500.00 [ICRA]AL+; reaffirmed

ICRA has reaffirmed the [ICRA]JAA+ (pronounced ICRA double A plus) * rating with a stable outlook for the Rs.
1,190.00 crore® non-convertible debentures, Rs.370.00 crore subordinated debt and Rs. 1,119.07 crore bank
facilities of Sundaram BNP Paribas Home Finance Limited (SBPHFL). ICRA has also reaffirmed the [ICRAJAL1+
(pronounced ICRA A one plus) rating for the Rs.500 crore commercial paper and the MAA+ (pronounced M
double A plus) rating with a positive outlook for the fixed deposit programmes of the company.

The rating reaffirmations take into consideration the company’s strong parentage with Sundaram Finance
Limited (SFL; rated [ICRA]JAA+(positive)/MAAA(Stable)/[ICRA]JAL1+) and BNP Paribas Personal Finance
(BNPPPF; rated Al(Stable)/P-1 by Moody’s) holding equity; and their demonstrated operational, managerial
and financial support to SBPHFL. The ratings continue to factor in SBPHFL’s established franchise in South
India, its experienced management team, track record in housing finance, fairly diversified funding profile and
its competitive cost of funds. The company also has access to credit tested customers of the SFL group. The
ratings however take cognisance of the deterioration in company’s asset quality over the past 2 financial years,
its limited geographical and earnings diversity, and the mismatches in its asset liability profile.

SBPHFL'’s disbursements declined by 10% in FY2016 (22% decline in FY 2015), and grew (YoY) by a modest
1% during Q1FY2017 as it moderated its focus on the non-housing loans (NHL) and self-employed segment.
Disbursements are expected to growth to over 15% in FY2017 on the back of various initiatives takes by the
company and also the lower base. Some to the key initiatives to support disbursement growth include, offering
competitive interest rates and diversification in business sourcing. The company’s focus is expected to remain
on the housing loan segment. The company'’s portfolio (on-book) growth was moderate at 3% in FY2016 (7% in
FY2015) on account of the moderation in disbursements and the high prepayment rate of 16% of the opening
portfolio, because of the loan take-over by competitors. The share of housing portfolio increased to 69% as on
March 31, 2016 from 59% as on March 31, 2014 (70% as on March 31, 2015).

The company’s asset quality deteriorated further during FY2016 with gross NPAs increasing to 2.8% as on
March 31, 2016 from 2.5% as on March 31, 2015 (1.5% in March 2014), largely on account of delinquencies in
the NHL segment. Gross NPAs in the NHL segment were about 5.2% while those in the housing loan segment
stood at 1.8% as on March 31, 2016. The gross NPAs as on June 30, 2016 remained stable at 3.6% vis-a-vis
3.7% as on June 30, 2016. ICRA takes comfort from the moderate LTVs and company’s recovery initiatives,
which are likely to lead to low eventual losses from these accounts. ICRA factors in the company’s renewed
focus on the housing loans segment, an asset class with good credit quality. It however, takes cognisance of
reduction in the company’s provision coverage to 66% as on March 31, 2016 from 70% in March 2015. ICRA
expects the provision cover to moderate further to about 60% by end FY2017, following a revision in the
company’s provision policy.

SBPHFL’s managed gearing® improved to 7.2x as on June 30, 2016 from 8.6x as on March 31, 2015 (7.6x as
on March 31, 2016) because of the moderate portfolio growth while internal generation remained good (13% in
FY2016). The gearing is likely to increase with higher business volumes; ICRA expects the company’s
promoters to infuse adequate capital to maintain a comfortable risk adjusted capital profile going forward.

! For complete rating scale and definitions, please refer to ICRA’s website (www.icra.in) or other ICRA rating
Eublications.

100 lakh = 1 crore = 10 million
% Including securitised book as debt and net of cash collateral held
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ICRA takes note of SBPHFL’'s good earnings profile with net interest margins® of 3.2% for FY2016. The
company’s operating cost structure (0.9-1.0%) remains competitive, and its credit costs reduced to 0.2% in
FY2016 from 0.6% in FY2015 with lower fresh NPAs and provision coverage during the year. The company’s
net profitability> continues to be supported by non-interest income, and was healthy at 1.9% in FY2016.

SBPHFL funding profile is fairly diversified with non-convertible debentures, refinance from NHB, bank finance,
fixed deposits and commercial papers constituting about 33%, 29%,13%, 16% and 8% respectively of the total
borrowings as on March 31, 2016. The company’s weighted average cost of funds reduced to about 9.1% for
FY2016 from 9.6% in FY2015 with a moderation in overall systemic rates. Similar to most other housing
finance companies, SBPHFL carries an asset-liability mismatch in the <1 year term bucket (about 7% of the
assets as on March 31, 2016); access to diverse funding sources coupled with its strong franchise is likely to
partially mitigate refinance and liquidity related risks.

Company Profile

Sundaram BNP Paribas Home Finance Limited

Incorporated in 1999, Sundaram Home Finance is a medium-sized housing finance company. SFL and
BNPPPF hold 50.1% and 49.9% of the equity in the company. As an operational strategy, SBPHFL is focussed
largely on the four southern states, where SFL has a strong retail customer base. As on March 31, 2016
SBPHFL operated a total of 111 branch offices; about 55% of its disbursements were in Tamil Nadu.

In FY2016, SBPHFL reported a net profit of Rs.153 crore on a total asset base of Rs. 7,673 crore compared
with a net profit of Rs.146 crore on a total asset base of Rs.7,503 crore in FY2015. In Q1FY2017, SBPHFL
reported a provisional net profit of Rs.43 crore on a total asset base of Rs.7,722 crore.

Sundaram Finance Limited

SFL is the flagship company of the T. S. Santhanam arm of the TVS group; the group’s association with the
Indian automotive industry covers financing, trading and manufacturing. SFL is one of the largest NBFCs in the
country with a total asset base of Rs. 22,480.5 crore as on June 30, 2016. The company’s primary focus is on
financing of commercial vehicles and cars to the retail segment. CVs and cars business constituted more than
85% of the total assets of SFL as on June 30, 2016; the company also has a healthy portfolio of investments (a
large part being strategic) which accounted for 9% of its total assets. During FY2016, SFL’s total
disbursements grew by 15%, with M&HCV disbursements growing by 34%. Of the total disbursements in
Q1FY2017, M&HCVs accounted for 43%, followed by cars (29%), LCVs (12%), and tractors (4%).

During Q1FY2017, SFL reported a standalone net profit of Rs. 90.2 crore (provisional) on a managed asset
base of Rs. 22,480.5 crore (provisional). The company’s networth stood at Rs.3,403.3 crore (provisional) with
reported gearing at 4 times (provisional) as on June 30, 2016.

During FY2016, SFL reported a standalone net profit of Rs. 477.3 crore on a managed asset base of Rs.
21,136 crore compared with a net profit of Rs.454.1 crore on a managed asset base of Rs.19,208 crore during
FY2015. On a consolidated basis, SFL reported a net profit of Rs.583 crore on a total asset base of Rs.28,027
crore in FY2016 compared with a net profit of Rs.576 crore on a total asset base of Rs.25,785 crore in
FY2015.
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* On managed assets
® Return on average managed assets



ICRA

For further details please contact:

Analyst Contacts:

Mr. Kalpesh Gada (Tel. No. +91 22 6114 3445)
Head- Structured Finance
kalpesh@icraindia.com

Mr. A M Karthik (Tel. No. +91 44 45964308)
a.karthik@icraindia.com

Meenakshi D (Tel. No. + 91-44-42974324)
meenakshi.d@icraindia.com

Relationship Contacts:
Mr. L. Shivakumar, (Tel. No. +91 22 6114 3406)
shivakumar@icraindia.com

© Copyright, 2016, ICRA Limited. All Rights Reserved
Contents may be used freely with due acknowledgement to ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability
of the issuer concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or
contact any ICRA office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA
from sources believed by it to be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer
or of the information provided by it. While reasonable care has been taken to ensure that the information herein is true, such information is
provided ‘as is’ without any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the
accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other than
rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for any
losses incurred by users from any use of this publication or its contents.



mailto:a.karthik@icraindia.com
mailto:meenakshi.d@icraindia.com
mailto:shivakumar@icraindia.com

ICRA

Registered Office
ICRA Limited

1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001

Tel: +91-11-23357940-50, Fax: +91-11-23357014

Corporate Office

Mr. Vivek Mathur

Mobile: +91 9871221122
Email: vivek@icraindia.com

Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase Il, Gurgaon 122002
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424

Mumbai

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

3rd Floor, Electric Mansion

Appasaheb Marathe Marg, Prabhadevi
Mumbai—400025,

Board : +91-22-61796300; Fax: +91-22-24331390

Kolkata

Mr. Jayanta Roy

Mobile: +91 9903394664
Email: jayanta@icraindia.com

A-10 & 11, 3rd Floor, FMC Fortuna

234/3A, A.J.C. Bose Road

Kolkata—700020

Tel +91-33-22876617/8839 22800008/22831411,
Fax +91-33-22870728

Chennai

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam
Chennai—600035

Tel: +91-44-45964300; Fax: +91-44 24343663

Bangalore

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

"The Millenia’

Tower B, Unit No. 1004,10th Floor, Level 2 12-14,1 & 2,
Murphy Road, Bangalore 560 008

Tel: +91-80-43326400; Fax: +91-80-43326409

Ahmedabad

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

907 & 908 Sakar -Il, Ellisbridge,

Ahmedabad- 380006

Tel: +91-79-26585049, 26585494, 26584924; Fax:
+91-79-25569231

Pune

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 210, CTS 3202, Range
Hills Road, Shivajinagar,Pune-411 020

Tel: + 91-20-25561194-25560196; Fax: +91-20-
25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj
Bhavan Road, Hyderabad—500083
Tel:- +91-40-40676500



mailto:vivek@icraindia.com

