











%@E Ratings

Annexure A

L
Professional Risk Opinion Anatytical Excellence

No. CARE/HO/RL/2016-17/1675

Mr. Santosh Sharma

SVP- Head Finance

Dewan Housing Finance Corporation Ltd.
6th floor, Dheeraj Arma,

Anant Kanekar Marg,

Bandra East,

Mumbai 400 051

July 7, 2016

Confidential

Dear Sir,

Credit rating for proposed Public Issue of Non Convertible Debentures

On a review of recent developments including operational and financial performance of

your company for FY16, our Rating Committee has reviewed the following rating:

instrument Amount Rating’ Remarks
(Rs. crore)
Proposed Public Issue- Non-Convertible 4,000.00 CARE AAA Reaffirmed
Debentures (Triple A)
Total 4,000.00
{Rupees Four Thousand Crore
only)

2. The rationale for the rating will be communicated to you separately.

3. CARE reserves the right to undertake a surveillance/review of the rating from time to
time, based on circumstances warranting such review, subject to at least one such
review/surveillance every year.

4, CARE reserves the right to suspend/withdraw/revise the rating assigned on the basis of

new information or in the event of failure on the part of the company to furnish such

information, material or clarifications as may be required by CARE. CARE shall also he

1Cc)m,cnlete definitions of the ratings assigned are available at www.careratings.com and in other CARE
publications.
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entitled to publicize/disseminate such suspension / withdrawal / revision in the assigned
rating in any manner considered appropriate by it, without reference to you.

5. Users of this rating may kindly refer our website www.careratings.com for latest update

on the outstanding rating.
6. CARE ratings are not recommendations to buy, sell, or hold any securities.

If you need any clarification, you are welcome to approach us in this regard.

Thanking you,
Yours faithfully,

O AT T

[Geeta Chainani] fAnuj Jain]
Sr. Manager AG.M.
geeta.chainani@careratings.com anuj.jain@careratings.com
Encl.: As above
Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew,
disburse or recall the concerned bank facilities or to buy, sell or hold any security. CARE has based
its ratings on information obtained from sources believed by it to be accurate and reliable. CARE
does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such
information. Most entities whose bank facilitias/instruments are rated by CARE have paid a credit
rating fee, based on the amount and type of bank facilities/instruments.
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(ﬁ%ﬁ Ratings F:-':E

Professional Risk Opinion Analyticel Excellence

No. CARE/HO/RR/2016-17/1146

Mr. Santosh Sharma

SVP- Head Finance

Dewan Housing Finance Corporation Ltd.

6th floor, Dheeraj Arma,
Anant Kanekar Marg,
Bandra East,

Mumbai 400 051

May 03, 2016
Dear Sir,
Credit rating of long term bank facilities
Please refer to our letter dated April 27, 2016 on the above subject.
2. The rationale for the ratings is attached as an Annexure - 1. Kindly note that the rationale

would be published in the forthcoming issue of our monthly journal, ‘CAREVIEW’.

3. A write-up {brief rationale) on the above ratings is proposed to be issued to the press
shortly. A draft of this is enclosed for your perusal as Annexure - il

4. We request you to peruse the annexed documents and offer your comments, if any. We are
doing this as a matter of courtesy to our clients and with a view to ensure that no factual
inaccuracies have inadvertently creptin. Kindly revert as early as possible.

If you have any further clarifications, you are welcome to approach us.

Thanking you,

Yours faithfully,

e A7 Forie

[Geéeta Chainani] [Anyj Jain]
Sr. Manager A.G.M.
geeta.chainani@careratings.com anuj.jain@careratings.com

Encl: As above
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Annexure |

Rating Rationale
DEWAN HOUSING FINANCE CORPORATION LTD,

Instrument Amount Rating’ Remarks
{Rs. crore)

Subordinated Debt issue 2,205.00 CARE AA+ Reaffirmed
{enhanced from Rs.1,205 crore) (Double A Plus)

Total 2,205.00
{Rs. Two Thousand Two
Hundred & Five Crore only)

Other ratings

Instrument Amount Rating
(Rs. crore)
Long term bhank facilities 37,555.70 CARE AAA
(Triple A)
Non Convertible Debentures 21,655.12 CABE ARA
(Triple A)
CARE AAA (FD)
Fixed Deposits 8,000.00 ({Triple A (Fixed
Deposit)}
Perpetual Debt 300.00 (SI:E:I:?\)

Rating Rationale

The rating factors in consistent track record spanning three decades across business cycles and
expertise of Dewan Housing Finance Corporation Limited’s {DHFL) in lending to the niche borrower
segment of lower-middle income group while maintaining asset quality. The growing credit demand
in this market segment coupled with the Government’s thrust in providing affordable housing
throughout the country would help DHFL further strengthen its business position in this segment. The
rating also factors in DHFL’s experienced management, comfortable capital adequacy, diversified
resource profile, and stable financial profile. Capitalization levels, asset quality and liquidity profile

are DHFL’s key rating sensitivities.

‘Complete definitions of the ratings assigned are available at www, careratings.com and in other CARE
publicatigns.
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Background

Incorporated in 1984, DHFL is the third largest housing finance company in India with total asset size
of Rs.65,017 crore as on December 31, 2015. The company's target segment is primarily salaried
individuals in lower and middle-income groups in Tier Il and Ill cities. It had a loan portfolio of
Rs.58,992 crore as on December 31, 2015. The company operates through a pan- india network of
357 centres, DHFL also has international presence through representative offices located in London
and Dubai which cater to the housing needs of non-resident Indians. Dewan Group also has presence

in the housing finance business through its group companies namely Aadhar Housing Finance Pvt.

Ltd. and DHFL Vysya Housing Finance Ltd.

Credit Risk Assessment

Consistent track record of business performance across business cycles and expertise in lending in
the niche market segment of Lower and Middle Income group

Dewan Housing Finance Ltd. (DHFL) has a consistent track record of over three decades in the
housing finance business spanning across business cycles. Over the years, the company has
developed expertise in lending to borrowers in the lower and middle income group segment while
maintaining stable asset quality. The penetration of housing finance market in India continues to be
low at around 9% of the Gross Domestic Product (GDP) and India’s urban housing shortage is
primarily driven by the UG and EWS categories. The growing credit demand in this market segment
coupled with the Government’s thrust in providing affordable housing throughout the country via

Housing for All by 2022 and development of smart cities would help DHFfUs further strengthen its

busineass position in this segment.

Experienced management

The company’s management team is led by Mr. Kapil Wadhawan who is the Chairman and Managing
Director {CMD). He is assisted by an experienced management team. During FY14, the promoters
have constituted a Group Management Centre (GMC) at the DHFL group level, which has inducted
experienced professionals from the industry. The GMC comprises Mr. Milind Sarwate {former Group
CFO — Marico Ltd.), Mr. G. Ravishankar (former acting CEO and CFO - Jet Airways Ltd.), Mr. M. Suresh
(former MD and CEO — Tata AIG) and Mr. K. Srinivas {former head of HR and Retail Finance - Bajaj

group). The role of the GMC is to provide strategic direction to group companies and bring in better

governance.

CREDIT ANALYSIS & RESEARCH LTD.
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Diversified resource profile and comfortable capitalisation levels

The company has demonstrated track record of raising capital (both equity and debt) at regufar
intervals to fund business growth and has a diversified resource profile. As on March 31, 2015, bank
borrowings comprised 58.31% of the total borrowings [P.Y.: 67.68%], NHB refinance- 2.95% [P.Y.:
5.01%]), market borrowings- 28.02% [P.Y.:19.64%), public deposits- 7.62% [P.Y.: 6.57%] and external
commercial borrowings- 3.1% [P.Y.: 1.1%].

As.on March 31, 2015, DHFL reported comfortable CAR of 16.56% (Tier | CAR: 12.53%) [December
31, 2015: 16.39% (Tier | CAR: 12.60%)].

DHFL's overall gearing stood at 10.6x as on March 31, 2015 and further increased to 12.28x as an
December 31, 2015 which is on higher side.

Credit portfolic & financial performance

During FY15, DHFL's dishursements increased by 19.07% y-0-y vis a vis 24.62% growth witnessed in
the previous year. Although housing loans accounted for majority of total disbursements {roughly
55%), the share of LAP and builder loans has increased to around 31% [P.Y.: 24%]. As a result, the
share of non housing loans {comprising LAP and project loans) increased to 23% of the outstanding
loan book as on March 2015 from 20% as on March 2014. Due to rise in share of non housing loans,
the average ticket size of DHFL's portfolic has increased from Rs.10.7 lakhs during FY14 to 12 fakhs
during FY15. As a result of higher non housing disbursals and shift towards relatively cost efficient
market borrowings, DHFL’s margins improved by 32bps during FY15 to 2.55%. The share of market
borrowings in funding profile increased to 28.02% as on March 31, 2015 as compared to 19.64%
during the previous year.

During FY15, the company reported PAT growth of 17.45% [P.Y.:17.07%)] to Rs.621 crore primarily on
account of improvement in margins and stable operating costs. During FY15, DHFL witnessed NIM
and ROTA of 2.55% [P.Y.: 2.23%)] and 1.26% [P.Y.: 1.33%)]. Excluding the impact of DTL provision on
special reserve in PAT, DHFL's ROTA stood at 1.36% during FY15.

During 9M FY16, DHFL reported PAT of Rs.540 crore on total income of Rs.5350 crore. The company

continues to have stable profitability parameters.

Comfortable asset quality

Over the years DHFL has developed the expertise in lending in the low-middle income group
segment while maintaining comfortable asset quality parameters. The company reported marginal

increase in its Gross NPA ratio of 0.84% as on March 31, 2015 {December 31, 2015: 0.84%] and Net

CREDIT ANALYSIS & RESEARCH LTD.
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NPA ratio of 0.68% [December 31, 2015: 0.51%}. The Net NPA to Net worth ratio stood at 7.50% as
on March 31, 2015 [December 31, 2015: 6.11%].

Exposure to low and middle income segment

DHFL has exposure to the lower and middle income group which is more prone to defaults in case of
a stressed economic scenario. Further, the company’s loan portfalio has grown significantly from
Rs.5,807 crore as on March 31, 2009 to Rs.51,040 crore as on March 31, 2015; registering a CAGR of
43.66%. As on December 31, 2015, the outstanding loan book stood at Rs.58,992 crore. Though,
there was a significant increase in the loan portfolio after the merger with First Biue Housing Finance
Ltd. (FBHFL) in FY13, the portfolio has limited seasoning.

However, the company continues to report comfortable asset quality parameters in line with the
peers which are due to the company’s expertise in catering to this customer segment. Moreover,

lower ticket size and granular nature of portfalie mitigate the risk to some extent.

Moderate liquidity profile

The liquidity profile of the company is moderate due to longer tenure of assets as compared to
relatively shorter tenure of liabilities. As on March 31, 2015, the liquidity statement shows negative
mismatches in all the short term buckets. However, DHEL has unutilized NHB sanctions of Rs.550

crore, unutilized CC facilities of Rs.747 crore and sanctioned term loan of Rs.200 crore which

provides some comfort.
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Prospects

Over the last decade, housing finance in India has emerged as one of the mast secured asset class
with fow delinquencies. As a result, housing finance continued to be a focus segment for both banks
as well as housing finance companies and has witnessed robust CAGR growth of roughly 19% during
the last three years, much higher than the overall bank credit growth. The size of housing finance
market is estimated at roughly Rs.11 trillion as of March 2015. In spite of banks dominating the
housing finance space in India through their extensive reach and access to lower cost funds, HFCs
continue to mark their presence with their focus, systems, customised products and specialization in
their target segment. Over the last few years the share of HFCs in the total housing finance business
has steadily increased and accounted for roughly 44% of total market share as of March 31, 2015.
HFCs witnessed portfolio growth of roughly 19-20% y-o-y during FY15, higher than 16-17% growth
witnessed during the previous year. Higher portfolio growth, stable margins and operating
efficiencies as well as low credit costs have contributed to healthy profitability parameters during
FY15. As per estimates, the HFCs registered net interest margin and Return on Total Assets (ROTA) of
3.0% and 2.2% respectively during FY15 while GNPA ratio stood at 0.7%. Though ROTA of HFCs has
witnessed some impact due to the introduction of deferred tax liability (DTL} on special reserve, the
overall profitability parameters of the sector continue to be healthy.

Over the last few years many new HFCs with a focus on affordable housing have started operations.
The government’s thrust on providing housing to all by 2022 coupled with significant housing
shortages in the low cost and affordable housing is likely to fuel credit growth in the segment. In
addition, various NHB schemes and tax incentives provided to individuals on housing loans continue
to remain positives for the sector. HFCs are expected to maintain their good profitability on the basis
of strong business growth and stable asset quality over the medium term. However, rising
competition, long term funding and maintaining asset quality in the long term are the key challenges
for the sector.

DHFL with its long track recard, experienced management, comfortable capitalisation and focus on
relatively underserviced fow and middle income segment has been able to register robust portfolio
growth over the last few years. Maintaining capitalisation levels, asset quality and liguidity profile

are its key rating sensitivities.
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Financial performance

{Rs crore)
" Yearended [Ason '+ 314Mar-14- |~ 31-Mar-15
. e 12mA. | 12m,A
Interest Income 3,798 4,670 5,716
Other Income 343 298 266
Total Income 4,141 4,963 5,982
interest expended 3,119 3,783 4,450
1 Net Interest income 678 -888. 1,256.
Operating Expenses 365 380 474
Provisions 46 71 105
PBT 611 735 943
PAT 452 529 621
Total Loans outstanding(Net) 33,902 40,451 51,040
Off balance sheet portfolio 2,054 4,044 5,845
Assets Under Management (On + Off balance sheet) 35,956 44,495 56,884
Tangible Net worth 3,235 3,575 4,613
Borrowings 32,040 39,457 48,881
Total Assets 35,801 43,863 54,615
Key Ratios %
Increase in total income (%) 67.67 20.00 20.38
increase in PAT (%) 47.49 17.07 17.45
increase in Total Loan portfolio (%) 75.15 19.32 26.18
Net Interest Margin® (%) 2.37 2.23 2.55
Yield on Advances® {%) 14,08 12.41 12.31
Interest/ Borrowed Funds* (%) 12,19 10.58 10.1
interest Spread* (%) 1.89 1.83 221
RONW*{%) 17.16 15.54 15.18
ROTA* (%) 1.58 1.33 1.26
Overal! Debt/ Equity ratio {times) 9.90 11.04 10.6
Interest Coverage ratio {times) 1.20 1.19 121
Capital Adequacy Ratio (CAR) {%) 16.52 17.16 16.56
Tier | CAR 11.32 11.94 12,53
GNPA 0.71 0.78 0.84
NNPA 0.46 0.52 0.68
Net NPA/ Networth 4.82 5.87 7.50

*Computed on basis of average of year end balances

—_— -

Note: Mr. V. K. Chopra, who is an Independent Director on the board of DHFL, is a member of the
Rating Committee in CARE. Mr. Chopra did not participate in the rating process or in the meeting of the
Rating Committee when the rating of DHFL was discussed.
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Disclaimer

CARFE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from
sources believed by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions or for the resuits obtained from the use
of such information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee, based
on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating may undergo change in case of withdrawal
of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other
relovae fictors. h A S I LA .

CREDIT ANALYS!S & RESEARCH LTD.

] N . .
CORPORATE OFFICE: 4™ Floor, Godre] Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (E), Mumbai 400 022.
Tel: #91-22-6754 3456; Fax: +91-22-6754 3457 | Email: care@careratings.com | www.careratings.com

CiN-Lb71S0RMEETSSIPLTCT 1671




Annexure Il

Brief Rationale

CARE ASSIGNS RATINGS TO SUBORDINATED DEBT PROGRAMME OF DEWAN HOUSING FINANCE
CORPORATION LTD. FOR ENHANCED LIMITS

Rating
{nstrument Amount Rating’ Remnarks
: {Rs. crore)
Subordinated Debt issue 2,205.00 CARE AA+ Reaffirmed
{enhanced from Rs.1,205 crore) (Double A Plus)
Total 2,205.00
{Rs. Two Thousand Two
Hundred & Five Crore only)
Other ratings
Instrument Amount Rating
(Rs. crore)
Long term bank facilities 37,555.70 CARE AAA
(Triple A)
Non Convertible Debentures 21,655.12 CAP.‘E AR
(Triple A)
Fixed Deposits 8,000.00 CARE AAA (FD) {(Triple A (Fixed
Depaosit)}
CARE AA
t .
[Perpe ual Debt ‘ 300.00 \ (Double A)

Rating Rationale

The rating factors in consistent track record spanning three decades across business cycles and
expertise of Dewan Housing Finance Corporation Limited’s {DHFL) in lending to the niche borrower
segment of lower-middle income group while maintaining asset quality. The growing credit demand
in this market segment coupled with the Government's thrust in providing affordable housing
throughout the country would help DHFL further strengthen its business position in this segment. The
rating also foctors in DHFL's experienced management, comfortable capital adequacy, diversified
resource profile, and stable financial profile. Capitalization levels, asset quality and liquidity profile

are DHFL’s key rating sensitivities.

*complete definitions of the ratings assigned are availoble at www.careratings.com and in other CARE
publications.
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Background

Incorporated in 1984, DHFLis the third largest housing finance company in India with total asset size
~ of Rs.65,017 crore as on December 31, 2015. The company’s target segment is primarily salaried
individuals in lower and middie-income groups in Tier !l and Il cities. It had a loan portfolio of
Rs.58,992 crore as on December 31, 2015, The company operates through a pan- India network of
357 centres. DHFL also has international presence through representative offices located in London
and Dubai which cater to the housing needs of non-resident Indians.-Dewan Group.also has presence
in the housing finance business through its group companies namely Aadhar Housing Finance Pvt.
Ltd. and DHFL Vysya Housing Finance Ltd.
During 9M FY16, DHFL reported PAT of Rs.54C crore on total income of Rs.5350 crore. The company
continues to have stable profitability parameters. As on March 31, 2015, DHFL reported comfortable
CAR of 16.56% (Tier | CAR: 12.53%) [December 31, 2015 16.39% (Tier | CAR: 12.60%)].
Over the years DHFL has developed the expertise in lending in the low-middle income group
segment while maintaining comfortable asset quality parameters. The company reported marginal
increase in its Gross NPA ratio of 0.84% as on March 31, 2015 [December 31, 2015: 0.84%) and Net
NPA ratio of 0.68% [December 31, 2015: 0.51%]. The Net NPA to Net worth ratio stood at 7.50% as
on March 31, 2015 [December 31, 2015: 6.11%].

Note: Mr. V. K. Chopra, who is an Independent Director cn the board of DHFL, is a member of the
Rating Committee in CARE. Mr. Chopra did not participate in the rating process or in the meeting
of the Rating Committee when the rating of DHFL was discussed.

Analyst Contact

Namae: Anuj Jain

Tel#t 022-6754 3451
Cell#9892209428

Email: anul.jain@careratings.com

Disclaimer
CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from
sources believed by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions or for the results obtained from the use
of such information. Most entities whose bank Facilities/instruments are rated by CARE have paid a credit rating fee, based
on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE i based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating may undergo change in case of withdrawal

of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other
relevant factors.
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July 07, 2016
Mr. Kapil Wadhawan

Chairman & Managing Director

Dewan Housing Finance Corporation Limited
1oth Floor, TCG Financial Centre

BKC Road, Bandra Kurla Complex

Bandra (East)

Mumbai - 400098

Dear Sir,

Sub: Rating of proposed Public Issue of Long Term Secured Non-Convertible
Debentures (NCD) up to ¥ 4,000 Crores of Dewan Honsing Finance Corporation Limited

Ref: Your mandate dated July 01, 2016

Thank you for giving us an opportunity to undertake Rating of the proposed Public
Issue of Long Term Secured NCD of Dewan Housing Finance Corporation
Limited. Based on the information and clarifications provided by your company, draft
terms of issue shared with us, as well as information available in public sources,
Brickwork Ratings is pleased to inform you that Dewan Housing Finance
Corporation Limited's proposed Public Issue of Long Term Secured NCD up to
¥ 4,000 Crores has been assigned a rating of BWR AAA (Pronounced as BWR Triple
A), Outlook: Stable.

Instruments with this rating are considered to have the highest degree of safety

regarding timely servicing of financial obligations. Such instruments carry lowest credit

risk.

The Rating is valid for one year from the date of this letter subject to the terms and
conditions that were agreed in your mandate dated July o1, 2016 and other

correspondence, if any, and Brickwork Ratings’ standard disclaimer appended below.

Brickwork Ratings India Pvt. Ltd.

Corporate Office: 3rd Floor, Raj Alkaa Park, Kalena Agrahara, Bannerghatta Road, Bengaluru- 560 076.
Phone: +91 80 4040 9940 - Fax: +91 8040409941 - 1-860-425-2742 - www.BrickworkRatings.com * www.Financial-Literacy.in

Anhmedabad + Bengaluru » Chennai« Coimbatore - Chandigarh+ Guwahati « Hyderabad . Ludhiana » Kolkata « Mumbais New Dethi» Pune- Rajkote Vadodara
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CIN: UB7190KA2007PTC043591

Dewan Housing Finance Corporation Limited

Brickwork Ratings would conduct surveillance every year till maturity/redemption of the
instrument. Please note that Brickwork Ratings would need to be kept informed of any

information/development that may affect your Company’s finances/performance

without any delay.

Please let us have your acceptance of the above Rating within two days of the date of this
letter. Kindly note that unless acceptance is received by us, the rating is not valid and

should not be used for any purpose whatsoever.

Best Regards,

MSR Manjunatha
Director - Ratings

Note: In case of all accepted Ratings, respective Rating Rationale is published on Brickwork Ratings
website. Interested persons are well advised to refer to our website www.brickworkratings.com, if they
are unable to view the rationale, they are requested to inform wus on

Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer
and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data
distortion; however, it does not examine the precision or completeness of the information obtained. And hence, the
information in this report is presented “as is” without any express or implied warranty of any kind. BWR does not
make any representation in respect to the truth or accuracy of any such information. The rating assigned by BWR
should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall
not be liable for any losses incurred by users from any use of this report or its contents. BWR has the right to change,
suspend or withdraw the ratings at any time for any reasons.
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Rating Rationale

Brickwork Ratings assigns the rating of ‘BWR AAA’ with Stable outlook for the
proposed Public Issue of Secured NCD up to ¥ 4,000 Crores, ‘BWR FAAA’ with
Stable outlook for the Fixed Deposit Scheme up to ¥ 9,000 Crores (enhanced
from ¥ 5,000 Crores) and reaffirms the existing ratings of various debt issues of

Dewan Housing Finance Corporation Limited

Brickwork Ratings (BWR) has assigned the Rating' of ‘BWR AAA’ (Pronounced BWR
Triple A) with Stable Outlook for the proposed Public Issue of Secured Non-Convertible
Debenture up to % 4,000 Crores and ‘BWR FAAA’ with Stable outlook for the Fixed
Deposit Scheme up to ¥ 9,000 Crores (enhanced from X 5,000 Crores) of Dewan Housing
Finance Corporation Limited (‘DHFL’ or ‘the Company’). Instruments with this rating are
considered to have the highest degree of safety regarding timely servicing of financial

obligations. Such instruments carry lowest credit risk.

Other outstanding Ratings that are reviewed and reaffirmed for Dewan Housing Finance

Corporation Limited are as per Annexure I

BWR has principally relied upon audited financial results of the Company up to FY16,
projected financials, final term sheet of the issues, publicly available information, and

information/clarifications provided by the Company’s management.

The rating has factored, inter alia, the strong track record of DHFL & group companies in
housing finance business, significant growth in business due to expansion of operations,
growing loan book while maintaining asset quality, comfortable capitalization with ability to
raise funds and strong credit appraisal, loan monitoring & recovery policy. The rating is

however, constrained by the increasing competition from banks & HFCs, in general.

Background

Dewan Housing Finance Corporation Limited (DHFL), incorporated in 1984, is a housing
finance company registered under NHB and is engaged in providing both Housing and Non-
Housing Loans. DHFL is among the oldest and one of the largest private sector housing
finance companies (HFC) in India with distribution network focused on Tier II and Tier III

Cities.
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As of March 31, 2016, Wadhwan family held 34.9% stake majorly through Wadhawan Global
Capital Private Limited, holding Company of DHFL, which held 32.84% stake in the equity
of the Company and Public holding is around 65%. The company is listed in BSE/NSE. It
also has a presence in education loans segment through Group companies Avanse Financial
Services Limited, Life Insurance through DHFL Pramerica Life Insurance (a joint venture
with Prudential Financial), Housing Loans through Aadhar Housing Finance Limited and
DHFL Vysya Housing Finance Limited and also has an Asset Management Company (a Joint
Venture with Prudential Financial). During FY16, DHFL incorporated a Wholly Owned
Subsidiary i.e. DHFL Advisory & Investments Private Limited which is yet to be operational.

Management Profile

Mr. Kapil Wadhawan is the Chairman and Managing Director of DHFL. Besides him, the
Board of Directors of DHFL consists of Mr Dheeraj Wadhawan as Non-Executive Director,
Mr. G P Kohli, Mr. V K Chopra, Mr. Mannil Venugopalan and Ms. Vijaya Sampath as
Independent Directors and Dr. Rajiv Kumar as and Additional (Independent) Director. The
company also has well qualified and experienced professionals looking after credit risk,

marketing, collections, audit and other support functions.
Business operations

DHFL is engaged in Housing Loans with products for purchase of new house property,
purchase of resale house property, self-construction and extension & improvement and Non-
Housing loans with products such as loan against property, lease rental financing, loans for
purchase of commercial premises and SME loans. As of March 31, 2016, it had a large

distribution network of 353 Company operated locations across India.

Structure of Proposed Public Issue
Important terms of the proposed Public Issue of Secured NCD as per the final term
sheet shared by the Company are as follows:
1. Itis a secured Non-Convertible Redeemable bond in the nature of Debentures
2. The instrument is secured by pari-passu first charge over business assets of the
Company with a minimum asset cover of 1.0 times
3. The tenor of the instrument is up to 10 years from the deemed date of allotment with

actual proportion to be decided for various tenor options
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Public Deposit Scheme

There are multiple deposit schemes available with the Company with tenor ranging from 12
months to 120 months and having feature of both cumulative and non-cumulative options.
ROI ranges between 8.50% to 9.15% depending on the scheme. Detailed information is

available on DHFL’s website.

Business Volumes

During FY16, the company disbursed fresh loans to the extent of ¥ 24,202 Crores (% 19,822
Crores in FY15), and the outstanding loan portfolio as of March 31, 2016 was % 61,775 Crores
compared to ¥ 51,040 Crores as of March 31, 2015, a Y-0-Y growth of ~21%. Home loans
segment contributing 81% followed by Loan against Property with 16% share and the
Company has started its SME product segment in FY15 which now constitutes 3% of the
Loan Portfolio O/S. The Company has also undertaken securitization and
selling/assignment of its loan assets and the amount involved was % 7,749 Crores as of
March 31, 2016. Total Assets under Management (AUM) was ¥ 69,524 Crores compared to
% 56,884 Crores, a Y-0-Y growth of ~22%.

Asset Quality

As of March 31, 2016, Gross NPA of the Company stood at 0.93% (0.95% as of FY15 end) and
the Net NPA was 0.58% (0.68% as of FY15 end). Provisioning for the sub-standard assets are
done as per the guidelines of NHB. Provision Coverage ratio stood at 37% as of March 31,
2016. The Company has a Capital WIP of % 546.15 Cr as of March 31, 2016 which is a fixed

asset in the form of building under construction.

Capital Adequacy

DFHL’s Tangible Net Worth increased from ¥ 4,636 Crores as of March 31, 2015 to
% 5,071 Crores as of March 31, 2016, mainly on account of retention of profits for the period
and issuance of warrants of ¥ 125 Crores in FY16. Its capital adequacy in the form of CRAR
stood at 16.74% as of March 31, 2016 compared to 16.56% as of March 31, 2015, which is well
above the NHB’s minimum stipulated requirement of 12%. Company’s Tier I CRAR stood at

12.97% as of March 31, 2016.
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Liquidity

As of March 31, 2016, Company’s borrowings aggregated ¥ 61,104 Crores and are by way of
Bank borrowings: ¥ 32,174 Crores, National Housing Bank Refinance: ¥ 1,481 Crores, NCDs:
% 14,145 Crores, Subordinated Debt: ¥ 1,192 Crores, Perpetual Debt: ¥ 186 Crores, ECBs:
¥ 2,236 Crores, Fixed Deposits: ¥ 5,043 Crores and Commercial Papers: ¥ 4,649 Crores. All
secured facilities have underlying loans as cover, and the security is shared on pari-passu
basis. The Company has a comfortable liquidity position both in the short term and the long
term. The company stipulates floating rates of interest for its loans, and hence, can pass on

the varying cost of its borrowings to its customers.

Earnings Quality

For FY16, Total Income from Operation for the Company stood at ¥ 7,312 Crores compared
to ¥ 5,979 Crores in FY15, a growth of ~22%, while Net Income from Operations (Total
Operating Income net of Interest Expense) increased from ¥ 1,519 Crores in FY15 to ¥ 1,822
Crores in FY16, a growth of ~20%. Net Interest Margin improved from 2.89% to 2.96%
mainly due to decline in cost of funds for the Company. PAT stood at ¥ 729 Cr for FY16

compared to ¥ 621 Cr for FY15. Return on Asset was at around 1.52% for FY16.

Rating Outlook

The outlook is expected to be stable over the current year. Going forward the ability of the
Company to grow while maintaining profitability, prudently manage its asset quality,
maintain healthy capitalization level and cope with the changing & competitive nature of the

finance industry would be the key rating sensitivities.

Analysts Media

analyst@brickworkratings.com media@brickworkratings.com
Relationship Contact

Phone: 1-860-425-2742 bd @brickworkratings.com

Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and
other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion;
however, it does not examine the precision or completeness of the information obtained. And hence, the information in
this report is presented “as is” without any express or implied warranty of any kind. BWR does not make any
representation in respect to the truth or accuracy of any such information. The rating assigned by BWR should be treated
as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any
losses incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the
ratings at any time for any reasons. Please see www.brickworkratings.com for rating definitions.
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Dewan Housing Finance Corporation Limited

Annexure I: Other outstanding ratings reaffirmed

0/S amount

eyess First time O/S Rating Rating?
Facilities . 8 as of
rated in (Apr 2016) Reaffirmed 30-Jun-2016
Secured NCD 1000 Feb-2016
Secured NCD 1000 July-2015
Secured NCD 1000 May-2015
Secured NCD 750 Jul-2014
Secured NCD 6900 500 May-2014 B‘gtlz?bzlueu ) ngtlzbllueu t 4921.20
Secured NCD 500 Feb-2014
Secured NCD 650 Aug-2013
Secured NCD 500 Jun-2012
Secured NCD 1000 Jun-2009
Subordinated
Debt 1000 Apr-2016
Subordinated
Debt 200 May-2013
SDu‘tt))E[)rdlnated 150 Mar-2013
€ 2950 BWR AAA BWR AAA 127050
: 5 Stable Stable 370-5

Subordinated 00 Dec-2011
Debt 4
Subordinated . Nov-2010
Debt 5
Subordinated . Nov-2010
Debt 5
IPDI 300 300 Sep-2011 B‘g&ﬁ? * Bvsvt};tﬁ? * 185.70

! Please refer to BWR website www.brickworkratings.com for definition of the ratings assigned.
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Rating Rationale

Brickwork Ratings assigns the rating of ‘BWR AAA’ with Stable outlook for the
proposed Public Issue of Secured NCD up to ¥ 4,000 Crores, ‘BWR FAAA’ with
Stable outlook for the Fixed Deposit Scheme up to ¥ 9,000 Crores (enhanced
from ¥ 5,000 Crores) and reaffirms the existing ratings of various debt issues of

Dewan Housing Finance Corporation Limited

Brickwork Ratings (BWR) has assigned the Rating' of ‘BWR AAA’ (Pronounced BWR
Triple A) with Stable Outlook for the proposed Public Issue of Secured Non-Convertible
Debenture up to % 4,000 Crores and ‘BWR FAAA’ with Stable outlook for the Fixed
Deposit Scheme up to ¥ 9,000 Crores (enhanced from X 5,000 Crores) of Dewan Housing
Finance Corporation Limited (‘DHFL’ or ‘the Company’). Instruments with this rating are
considered to have the highest degree of safety regarding timely servicing of financial

obligations. Such instruments carry lowest credit risk.

Other outstanding Ratings that are reviewed and reaffirmed for Dewan Housing Finance

Corporation Limited are as per Annexure I

BWR has principally relied upon audited financial results of the Company up to FY16,
projected financials, draft term sheet of the issues, publicly available information, and

information/clarifications provided by the Company’s management.

The rating has factored, inter alia, the strong track record of DHFL & group companies in
housing finance business, significant growth in business due to expansion of operations,
growing loan book while maintaining asset quality, comfortable capitalization with ability to
raise funds and strong credit appraisal, loan monitoring & recovery policy. The rating is

however, constrained by the increasing competition from banks & HFCs, in general.

Background

Dewan Housing Finance Corporation Limited (DHFL), incorporated in 1984, is a housing
finance company registered under NHB and is engaged in providing both Housing and Non-
Housing Loans. DHFL is among the oldest and one of the largest private sector housing
finance companies (HFC) in India with distribution network focused on Tier II and Tier III

Cities.
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As of March 31, 2016, Wadhwan family held 34.9% stake majorly through Wadhawan Global
Capital Private Limited, holding Company of DHFL, which held 32.84% stake in the equity
of the Company and Public holding is around 65%. The company is listed in BSE/NSE. It
also has a presence in education loans segment through Group companies Avanse Financial
Services Limited, Life Insurance through DHFL Pramerica Life Insurance (a joint venture
with Prudential Financial), Housing Loans through Aadhar Housing Finance Limited and
DHFL Vysya Housing Finance Limited and also has an Asset Management Company (a Joint
Venture with Prudential Financial). During FY16, DHFL incorporated a Wholly Owned
Subsidiary i.e. DHFL Advisory & Investments Private Limited which is yet to be operational.

Management Profile

Mr. Kapil Wadhawan is the Chairman and Managing Director of DHFL. Besides him, the
Board of Directors of DHFL consists of Mr Dheeraj Wadhawan as Non-Executive Director,
Mr. G P Kohli, Mr. V K Chopra, Mr. Mannil Venugopalan and Ms. Vijaya Sampath as
Independent Directors and Dr. Rajiv Kumar as and Additional (Independent) Director. The
company also has well qualified and experienced professionals looking after credit risk,

marketing, collections, audit and other support functions.
Business operations

DHFL is engaged in Housing Loans with products for purchase of new house property,
purchase of resale house property, self-construction and extension & improvement and Non-
Housing loans with products such as loan against property, lease rental financing, loans for
purchase of commercial premises and SME loans. As of March 31, 2016, it had a large

distribution network of 353 Company operated locations across India.

Structure of Proposed Public Issue
Important terms of the proposed Public Issue of Secured NCD as per the draft term
sheet shared by the Company are as follows:
1. Itis a secured Non-Convertible Redeemable bond in the nature of Debentures
2. The instrument is secured by pari-passu first charge over business assets of the
Company with a minimum asset cover of 1.10 times
3. The tenor of the instrument is up to 10 years from the deemed date of allotment with

actual proportion to be decided for various tenor options
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Public Deposit Scheme

There are multiple deposit schemes available with the Company with tenor ranging from 12
months to 120 months and having feature of both cumulative and non-cumulative options.
ROI ranges between 8.50% to 9.15% depending on the scheme. Detailed information is

available on DHFL’s website.

Business Volumes

During FY16, the company disbursed fresh loans to the extent of ¥ 24,202 Crores (% 19,822
Crores in FY15), and the outstanding loan portfolio as of March 31, 2016 was % 61,775 Crores
compared to ¥ 51,040 Crores as of March 31, 2015, a Y-0-Y growth of ~21%. Home loans
segment contributing 81% followed by Loan against Property with 16% share and the
Company has started its SME product segment in FY15 which now constitutes 3% of the
Loan Portfolio O/S. The Company has also undertaken securitization and
selling/assignment of its loan assets and the amount involved was % 7,749 Crores as of
March 31, 2016. Total Assets under Management (AUM) was ¥ 69,524 Crores compared to
% 56,884 Crores, a Y-0-Y growth of ~22%.

Asset Quality

As of March 31, 2016, Gross NPA of the Company stood at 0.93% (0.95% as of FY15 end) and
the Net NPA was 0.58% (0.68% as of FY15 end). Provisioning for the sub-standard assets are
done as per the guidelines of NHB. Provision Coverage ratio stood at 37% as of March 31,
2016. The Company has a Capital WIP of % 546.15 Cr as of March 31, 2016 which is a fixed

asset in the form of building under construction.

Capital Adequacy

DFHL’s Tangible Net Worth increased from ¥ 4,636 Crores as of March 31, 2015 to
% 5,071 Crores as of March 31, 2016, mainly on account of retention of profits for the period
and issuance of warrants of ¥ 125 Crores in FY16. Its capital adequacy in the form of CRAR
stood at 16.74% as of March 31, 2016 compared to 16.56% as of March 31, 2015, which is well
above the NHB’s minimum stipulated requirement of 12%. Company’s Tier I CRAR stood at

12.97% as of March 31, 2016.
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Liquidity

As of March 31, 2016, Company’s borrowings aggregated ¥ 61,104 Crores and are by way of
Bank borrowings: ¥ 32,174 Crores, National Housing Bank Refinance: ¥ 1,481 Crores, NCDs:
% 14,145 Crores, Subordinated Debt: ¥ 1,192 Crores, Perpetual Debt: ¥ 186 Crores, ECBs:
¥ 2,236 Crores, Fixed Deposits: ¥ 5,043 Crores and Commercial Papers: ¥ 4,649 Crores. All
secured facilities have underlying loans as cover, and the security is shared on pari-passu
basis. The Company has a comfortable liquidity position both in the short term and the long
term. The company stipulates floating rates of interest for its loans, and hence, can pass on

the varying cost of its borrowings to its customers.

Earnings Quality

For FY16, Total Income from Operation for the Company stood at ¥ 7,312 Crores compared
to ¥ 5,979 Crores in FY15, a growth of ~22%, while Net Income from Operations (Total
Operating Income net of Interest Expense) increased from ¥ 1,519 Crores in FY15 to ¥ 1,822
Crores in FY16, a growth of ~20%. Net Interest Margin improved from 2.89% to 2.96%
mainly due to decline in cost of funds for the Company. PAT stood at ¥ 729 Cr for FY16

compared to ¥ 621 Cr for FY15. Return on Asset was at around 1.52% for FY16.

Rating Outlook

The outlook is expected to be stable over the current year. Going forward the ability of the
Company to grow while maintaining profitability, prudently manage its asset quality,
maintain healthy capitalization level and cope with the changing & competitive nature of the

finance industry would be the key rating sensitivities.

Analysts Media

analyst@brickworkratings.com media@brickworkratings.com
Relationship Contact

Phone: 1-860-425-2742 bd @brickworkratings.com

Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and
other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion;
however, it does not examine the precision or completeness of the information obtained. And hence, the information in
this report is presented “as is” without any express or implied warranty of any kind. BWR does not make any
representation in respect to the truth or accuracy of any such information. The rating assigned by BWR should be treated
as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any
losses incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the
ratings at any time for any reasons. Please see www.brickworkratings.com for rating definitions.
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Dewan Housing Finance Corporation Limited

Annexure I: Other outstanding ratings reaffirmed
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