DHFL Vysya Housing Finance Limited

Instrument Rated Amount Rating Action

Bank Loan Ratings Rs.150 cr. Rating reaffirmed at [[ICRA]A+ (stable),
Rated amount reduced from Rs 240 crore

Short Term Debt Rs 50 crore [ICRA]JAL+ reaffirmed

/Commercial Paper Programme

ICRA has reaffirmed the [ICRA]JA+(stable) rating assigned to the Rs 150 crore long term bank lines
and [ICRA]AL+ rating assigned to the Rs. 50 crore short term debt/Commercial Paper programme of
DHFL Vysya Housing Finance Limited . (DVHousing)

The reaffirmation in rating factors in DVHousing’s long track record of operating in small ticket housing
loan segment and its ability to maintain asset quality indicators( Gross NPA% of 0.70% as on March
31, 2014) and report good profitability indicators (ROA of 2.33% and ROE of 22.78% in 2013-14) .
The rating continues to factor in operational, funding and capital support that DV Housing receives
from DHFL (rated [ICRA] A1+ for its short term debt programme). The highest rating in the short term
also derives strength from Letter of Comfort provided by DHFL and a commitment by DV Housing to
maintain adequate back-up liquidity lines against the rated Short Term Debt/ Commercial Paper
Programme. The rating however remains constrained on the company’s small size of operations
(portfolio size: Rs.1126 crore on March 31, 2014) and geographically concentrated nature of
operations ( 77% of the portfolio was concentrated in the states of AP, Tamil Nadu and Karnataka as
on March 31, 2014. ICRA has noted the increase in share of relatively riskier non housing loans(mainly
builder loans and LAP) in the overall portfolio mix of DVhousing from 10% as on March 31, 2012 to
14% as on March 31, 2014 and ability of the company to maintain asset quality indicators would
remain the key rating sensitivity. As for capitalisation, the company reported gearing of 7.8 times as on
March 31, 2014. As the pace of incremental capital generation and growth are likely to be similar,
capitalisation levels are expected to remain at similar levels going forward as well. The rating also
factors in the company’s adequate funding profile with large share of funding from NHB ( 42% of
overall borrowings as on March 31, 2014) which has helped the company has been able to manage
its asset liability maturity profile better vis-a-vis peer HFCs. ICRA expects the company to continue to
maintain a similar borrowing mix which would support its liquidity profile going forward as well. The
recent RBI guidelines, covering incentives for issuance of long term bonds by banks for financing of
affordable housing and regulatory incentives could improve fund flow/reduce cost of funds for the
company as onlending to HFCs(for loans upto Rs 10 lakh ticket size,average ticket size for DV
Housing is around Rs 7 lakh) is included in the credit eligible for regulatory incentives. The company
may also tap funding from NHB under RHF/UHF (at rates of 7.1%) and is likely to report reasonable
returns despite the interest spread caps of 2.5%.

Rise in share of non housing book led to an increase in portfolio yields from 13.20% in 2012-13 to
13.40% in 2013-14. However higher increase in cost of funds led to a decline in lending Spreads from
2.80% to 2.49% in 2013-14. Nevertheless, decline in gearing levels led to an improvement in net
interest margins of the company from 3.18% to 3.75% in 2013-14. Some decline in Non-interest
income in 2013-14 , stable operating expenses (1.11%) and credit provisions led to stable profitability
indicators for 2013-14 (ROA of 2.33% , ROE of 23%). With the share of non housing loans expected to
increase further to around 20% of the overall portfolio over the medium term incremental spreads of
the company are likely to be in the around 2.2-2.5% which could translate to ROE of 18-20% in 2014-
15 provided the company is able to maintain its asset quality indicators.



About The Company

DHFL Vysya Housing Finance Ltd. (DV Housing) was incorporated on November, 1990 in its earlier
name Vysya Bank Housing Finance Ltd. DV Housing mainly targets customers in LMI (Lower-Middle-
Income) segment and has a good track record in lending to a “niche segment” of traders of Vysya
community which it has acquired from the erstwhile Vysya Bank Housing Finance Ltd. DV Housing has
its corporate office in Bangalore and has total of 28 branches in the states of Karnataka, Andhra
Pradesh, Tamil Nadu, Maharashtra and Uttar Pradesh. In FY2014 the company reported a PAT of Rs
26.2 crore on an asset base of Rs 1232 crore vis-a-vis PAT of Rs 21.57 crore on an asset base of Rs
1025 crore in 2012-13

Shareholding Pattern as on March 31,2014

Mar-14
Wadhawan Housing Finance Company 83.89%
Dewan Housing Finance Corporation Ltd 9.47%
Kapilkumar Wadhawan 0.45%
Dheeraj Rajeshkumar Wadhawan 0.45%
Aruna Rajeshkumar Wadhawan 0.54%
Total Promoters’ stake 94.80%
Non- promoters 5.22%
ICICI Bank 4.20%
Others 1.22%

July 2014

For further details please contact:

Analyst Contacts:

Ms. Vibha Batra, (Tel. No. +91-11-4545 302)
vibha@icraindia.com

Relationship Contacts:
Mr. Jayanta Chatterjee (Tel. No. +91-80-43326401)
jayantac@icraindia.com

© Copyright, 2014, 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. The ICRA
ratings are subject to a process of surveillance which may lead to a revision in ratings. 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. Although
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. 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



http://www.icra.in/

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: 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: 9821086490
Email: shivakumar@icraindia.com

1802, 18th Floor, Tower 3,

Indiabulls Finance Centre,

Senapati Bapat Marg,

Elphinstone, Mumbai 400013,

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: 9845022459

Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam

Chennai—600035

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

Bangalore

Bangalore

Mr. Jayanta Chatterjee
Mobile: 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: 989986490

Email: shivakumar@icraindia.com

907 & 908 Sakar -II, Ellisbridge,

Ahmedabad- 380006

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

Pune

Mr. L. Shivakumar

Mobile: 989986490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 99, CTS 3909, Range Hills
Road, Shivajinagar,Pune-411 020
Tel: + 91-20-25561194-25560196; Fax: +91-20-25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: 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

