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Long Term Rating Reaffirmed)
Short Term Rating CRISIL A1+ (Reaffirmed)
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Rs.26000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

CRISIL AA/Positive (Outlook revised from "Stable’; Ratin

Lower Tier Il Bonds Aggregating Rs.500 Crore Reaffirmed) ( 9
Non Convertible Debentures Aggregating Rs.4870 CRISIL AA/Positive (Outlook revised from "Stable'; Rating
Crore (Reduced from Rs.5700 Crore) | Reaffirmed)

Mot Nona of the Divedtors on CRISIL Rafings Limited's Board are masribers of rading commilee and thus do nol participale v discusson of assignmaent of any ralings, The
Board of Direciors also does not discuss any ralings al ifs meelings

1 crore = 10 million

Refar fo Annexure for Detailz of nstrumanis & Bank Faciitiez

CRISIL Ratings has revised its rating outlook on the long-term debt instruments and bank facilities of PNB Housing Finance Limited
{PMB Housing) to 'Positive’ from 'Stable’ and has reaffirmad the rating at ‘'CRISIL AA’; the rating on the short term bank facilities
and commercial paper has been reaffirmed at CRISIL A1+

CRISIL Ratings has also withdrawn its rating on the Mon-convertible debenture of Rs 830 crore (See Annexure 'Details of Rating
Withdrawn' for details) and Rs 200 crore of lower tier || bonds on redemption and receipt of requisite documentation for the same.
The rating is withdrawn in line with CRISIL Ratings’ policy on withdrawal of ratings.

The revision in outlook reflects strengthened capitalization profile with improved gearing metrics, expectation of lower incremental
slippages lo non-performing assets and expected improvement in profitability metrics. Further, the share of wholesale portfolio to the
overall assets under management (AUM) has also reduced substantially aver the past couple of years.

The ratings continue to factor in the brand-sharing benefits that PNE Housing derives from its parentage by Punjab National Bank
{PMB, rated: 'CRISIL AA+/CRISIL AA/Positive'), which has helped the company in raising funds at competitive rates in the market.
The shared brand name has also helped the company o maintain a healthy resource profile by its long-standing relationships with
banks, insurance companies, provident funds, corporates, pension funds, multilateral agencies and mutual funds.

Pursuant to the successful completion of the rights issue of Rs 2 483.8 crore in May 2023, the capitalization metrics of the company
has improved with the adjusted gearing (including securitization) improving to 4.3 times as on June 30, 2023, from 5.5 times as on
March 31, 2023. This compares to a peak adjusted gearing of 11.0 times as on March 31, 2018, The overall capital adequacy ratio
{CAR) has also improved to 29.9% as on June 30, 2023, from 24.4% as on March 31, 2023 and 23.4% as on March 31, 2022, The
issue witnessed participation from all top 4 shareholders and other large domestic and foreign institutional investors with Punjab
Mational Bank (PMB) infusing Rs 500 crore. CRISIL Ratings understands that while the shareholding of PNB has now reduced to
28.2% as on June 30, 2023, it will continue to hold a sharehalding of over 26% and will continue to retain the status of a promoter.



CRISIL Ratings notes that AUM of the company has begun to see growth since the first quarter of current fiscal 2024, driven
primarily by a growth in the retail AUM, which recorded a growth of 7.1% (annualized) during this period. The overall AUM of the
company stood at Rs 67,340 crore as on June 30, 2023, Till the last fiscal, tha AUM for PNB Housing was degrowing, reaching Rs
66,617 crores as on March 31, 2023, as against Rs 75,403 crores as on March 31, 2021, The bulk of the degrowth was driven by
reduction in the wholesale loan portfolio which has reduced to ~5% of the AUM as on June 30, 2023, ys ~16% as on March 31,
2021, Nevertheless, with retail book growth rate improving steadily over the past few quarters, the overall AUM is also expected to
imprave going forward,

The asset quality of the company has also witnessed improve in both retall and corporate book with gross non-performing assets
(GMPA) declining to 3.8% as on June 30, 2023, from 8.1% as on March 31, 2022 backed by recoveries especially from the
wholesale book, write-offs and sale to asset reconstruction company (ARC), CRISIL Ratings also notes the successful recovery of
one of its large corporate non-performing account of Rs 784 crore (~1.3% of Loan asset as on June 30, 2023} in August 2023, This
resolution I expecled lo further improve the company's asset quality metrics. On the retail side loo, there has been an improvement
in asset quality with retail GNPAs at 2 49% as on June 30, 2023, vs 3.73% as on June 30, 2022, Going forward, CRISIL Ratings
expects the slippages from the wholesale portfolio to remain controlled with most of the stressed exposures already recognised as
NPA. In the retail portfolio, the early bucket delinguencies have been showing improving trend for both home loan and |loans against
property (LAP) segments.

Amidst the improvement in the asset quality metrics the earnings profile has been supported with return on managed assets!”
reaching 1.85% (annualized) for the first quarter of fiscal 2024, The NIMs™ for PNB Housing have also seen an improvement with it
improving to 3.3% (annualized) for the first quarter ended Junme 30, 2023, as against 2.2% for fiscal 2022, Recoveries and
improvement in the asset quality metrics supported the reduction in the credit costs which improved to 0.36% for the first quarter of
fiscal 2024 as against 0.87% for fiscal 2022, Consequently, overall RoMA has improved.

CRISIL Ratings also takes note of the company’s increasing focus towards the affordable segment with disbursements in this
segment increasing to Rs 228 crores during Q1 FY24 as compared to Rs 137 crores during Q4 FY23. As on June 30, 2023, the
company had B8 branches of the total 198 branches dedicated for affordable segment. CRISIL Ratings understands that with
capacity build up, the company's focus going forward will also be towards affordable space with the disbursements in this segment
expected to account for 10% of the overall disbursements in the retail book for fiscal 2024,

MNevertheless, ability of PNB Housing to improve its earnings profile as competition in the space remains intense shall be a key
monitorable,

Midanaged assets = total Balance Sheat assets + Of-book assigned / securitised assats
By ratios and numbers as per CRISIL Ratings Calculation

Analytical Approach
CRISIL Ratings has fully consolidated the business and financial risk profile of PNE Housing and its subsidiary given the managerial,
operational and financial linkages. The ratings also factor in the brand-sharing benefits from the parentage of PNE,

Key Rating Drivers & Detailed Description

Strengths:

* Btrengthened capitalization metrics

PMB Housing has witnessed improved capitalization metrics supported by the rights issue of Rs 2492.8 erore in April 2023 and partly
through sell down of wholesale book. The company's networth, and Tier-l, and overall capital adeguacy ratio (CAR) stood at Rs
13,757 crore, 28.15%, and 29.93%, respectively, as on June 30, 2023. The issue witnessed participation from all top 4 shareholders
and other large domeslic and foreign institulional investors. Punjab National Bank (PNB) had infused Rs 500 crore in the rights
issue. With this rights issue, the shareholding of PNBE has now reduced to 28.2% as on June 30, 2023, thereby retaining the
promalter status in the company. On the back of this righis issues as well as healthy accrelions in the first guarter of fiscal 2024, the
adjusted gearing improved to 4.3 times as on June 30, 2023, as against the peak of 11.0 times in fiscal 2019,

* Established market position in the housing finance space

The overall AUM for PNB Housing has begun to see growth since quarter ended June 30, 2023, driven primanly by a growth in the
retail book, which recorded a growth of 7.1% (annualized) during this period, thereby resulting in overall AUM increasing to Rs
67,340 crore a5 on Junea 30, 2023,

Over the past couple of years, the assets under management (AUM) for PNB Housing had been de-growing and reached Rs 66.617
crore as on March 31, 2023, as against Rs 75,403 crore as on March 31, 2021, The de-growth was primarily led by the cautious call
on the part of the management to reduce its legacy book of wholesale segment, which got impacted due to slowdown in the real
estate sector in 2019 followed by Covid-12 in 2020, The share of the wholesale book in the overall AUM reduced to ~5% in June
2023, as against 16% as on March 31, 2021, The de-growth in the porifolio was also led by the marginal reduction in the retail book
due to the impact of the two strong pandemic waves on the self-employed segment. Nevertheless, with the retail portfolic seeing
positive traction, the AUM is expected to increase going forward,

Despite degrowth in the last few years, PNB Housing continues to be amongst the top HFCs in the country, Mevertheless, with
caution around the wholesale portfolio, the company intends to grow this portfolio slowly going forward, wherein in, it will only take
on the selective exposures on projects which are near completion, On the retail side, with the improvement in the economy, the
company is now seeing a growth in this porifolio, which is also evident from the increasing disbursements over the last one year.
The retail loan asset grew by 10.9% (annualized) from March 2023 - Rs.55,471 crore to Rs 56,978 crore in June 2023,

* Brand-sharing benefits with PNB as a promoter



PMNB Housing continues to benefit from branding support from its parent, PNE (28.2% ownership currently). While the latter's stake
has reduced from 51% following the PO and the stake sale in November 2017 as well as the latest rights issue, CRISIL Ratings
believes PNB will remain ameongst the largest shareholdars of PNB Housing in the near tarm. PNB had infused Rs 500 crore in the
rights issua. CRISIL Ratings believes that PMB's continued association as promoter along with sharing of brand name, banefits PNB
Housing in a trust-sensitive environment for NBFCs and HFCs. CRISIL Ratings also notes that with the shareholding of PNB now
falling under 30% post the rights issue, PNB Housing will pay a royalty which is higher of 0.2% of revenue and 2% of PAT subject to
a minimum charge of Rs 14.97 crore and a maximum charge of Rs 30 crore per year,

The shared brand name has helped the company to maintain a well-diversified resource profile, wherein it has been able to raise
funds at compelitive rates. The shared brand name has also supported the company in deposit mobilization, as the company has
consistantly raised fixed deposits and it now constituted around 32% of overall on-book borrowings (excluding securitization). Adding
to the diversity in its resource profile (excluding securitization), company has adequate proportion of bank loans constituting 42% of
the total cn-book borrowings and capital market funding comprising of bonds and debentures, together constituting 10% of total on-
book borrowings as on June 30, 2023, Other funding sources include refinance fram NHB (6%) and external commercial borrowings
{10%).

Additionally, supported by the long-standing relationships of both PNB Housing and PNB with banks, Insurance companles,
provident funds, corporates and pension funds, multilateral agencies (IFC and JICA) and mutual funds, CRISIL Ratings notes that
PME Housing has managed Lo raise funds of over Rs 20,000 crores in fiscal 2023 at competitive borrowing costs,

Nevertheless, PMNB Housing is being managed by an independent management team, comprising professionals with strong domain
knowledge and extensive experience in the morlgage business.

Weakness:

*Sustenance of asset quality metrics remains a monitorable

After the assel quality metrics of PNB Housing had deteriorated amidst the degrowth and higher incremental slippages, especially
from the wholesale portfolio, with gross non-performing assets (GNPA) rising to 8.2% as on December 31, 2021, the asset guality
metrics have since then improved with GMPA declining o 3.8% as on June 30, 2023.

CRISIL Ratings also notes that most of the stressed accounts in the wholesale portfolio have slipped to GNPA in the past couple of
yvears, However, PNE Housing has also managed recovery from some of these accounis via exils as evidenced by the latest
recovery of one of its large corporate non-performing account of Rs 784 crore (~1.3% of Loan asset as on June 30, 2023), ARC sala
or write offs. This is also evident from the reduction in absolute wholesale GNPAs from Rs 1,732 crores in June 2022 to Rs B54
crore in June 2023, The resolution is expacted to further imprave the company's asset quality metrics.

On the retail side too, there has been an improvement in asset quality as the company had gradually reduced its exposure fo the
salf-employed non-professional segment within the LAP segment as the same was adversely impacted during Covid-12. The same
is also evident from the self-employed share reducing to 66% in June 2023, as against B1% in March 2020, Additionally, the
company has also been able to recover through SARFAES! post the lifting of Supreme Court order in October 2021, Consequently,
the retail GNPAs improved to 2.49% as on June 30, 2023, vs 3.73% as on June 30, 2022.

Going forward, CRISIL Ratings expects the slippages from the wholesale portfolio to remain controlled with most of the stressed
exposures already recognized as NPA, nevertheless the book remains chunky with top 10 exposures constituting 58% of the overall
wholesale book as on March 31, 2023, Even in the retall portfolio, the sarly bucket delinguencies have been improving in every
guarter post the second-wave of Covid-12 far both home loan and loans against property (LAP) segments.

While in a business-as-usual scenario, CRISIL Ratings expecls assel guality o improve going forward, performance of wholesale
book as well as affordable housing will remain a key rating sensitivity factor.

* Average albeit improving earnings profile

With the improvement in the asset quality metrics, the earnings profile has been supported with return on managed assets™ (RoMA)
af 1.85% for the first guarter of fiscal 2024 as against the RoMA of 1.1% as on March 31, 2022. The eamings metrics have been
supported by the reduction in the credit costs which improved to D.3% for the first quarter of fiscal 2024, as against 0.9% as on
March 31, 2023,

Mevertheless, amidst the intensifying compelifion in the housing loans segment, the spreads for PMB Housing had been
compressing owing to lower ylelds. However, with the company passing on some of the rate hikes on to customers, the NIMs
increasead to 3.3% in the first gquarter ended June 30, 2023 as against 2.0% for March 2022, In addition, the company is increasing
focus on affordable housing finance which are expected to bode well for NIMs. Cost of borrowings are also expected to reduce on
account of NHB refinancing that the company s now eligible for,

Mevertheless, ability of PNB Housing to improve its earnings profile remains a key monitorable.

Midanaged Assefs = fofal Balance Sheel azsels + Of-book assigned / secunitized assels

Liguidity: Strong

FMNB Housing's asset-liability maturity profile is strong. The company had positive cumulative mismatches upto 1-year buckels as on
June 30, 2023, As on June 30, 2023, the company had debl repayments of Rs 15,323 crore till December 2023 against this it had
cash and cash equivalents of RBs 5,236 crore and sanctioned and unutilised bank lines and securitization lines of Rs 6415 crore
{including unutilized term loans).



CRISIL Ratings believes that the company will continue to maintain comfortable leverage and its sizeable presence in housing
finance industry. It should also be able to improve its overall asset quality metrics and earnings profile whila scaling up operations.

Rating Sensitivity factors
Upward factors:

* Increase in scale of operations while maintaining margins and controlling credit costs
* Improvement in asset quality metrics for overall book
* Improvement in earnings profile with RoMA sustaining at over 2.0%

Downward factors:

* Detericration in asset gquality over an extended period, thereby also impacting profitability
* Weakening of capitalisation metrics with steady state gearing remaining beyond 7 times
* Weakening of earnings profile

About the Company

PMB Housing was set up in 1988, as a deposit-taking housing finance company (HFC) registered with Mational Housing Bank
{(NHEB), promoted by Punjab National Bank (PNB; rated ' 'CRISIL AA+/CRISIL A&/Positive’), In December 2009, PNB sold 49% stake
in PNB Housing and entered into a strategic partnership with Destimoney Enterprises Pvit Ltd (owned by NSR Pariners). During
fiscal 2017, Destimoney Enterprises Lid transferred equity shares in PNB Housing to its halding Company i.e. Quality Investments
Holdings (part of the Carlyle Group) pursuant to in specific distribution of its assets as per winding up scheme.

Subsequently, in April 2023, with the successful completion of the rights issue, Carlyle Group has hecome the largest shareholder
with 32.79% shareholding as on June 30, 2023 and PNB's shareholding has reduced to 28.2% with the remaining shareholding being
held by large domestic and foreign institutional investors,

Particulars Unit Jun-23 Mar-23 Mar-22 Mar-21
Total assets Rs crore 68,442% 66,874 65,730 71392
Total income Rs crore 1,708 6,530 6,201 7624
Profit after tax Rs crore 347 1,046 B36 930
Gross NPA % 3.8 3.8 8.1 4.7
On-book Gearing Times 3.8 4.9 5.4 6.7
CRISIL-adjusted gearing# Times 4.3 5.5 6.3 8.1
Return on total assets* Yo 21 1.6 1.2 1.2

Return on managed assets% % 1.9 14 1.1 1.0

#On-book bormowings + off-book assignment / securitisation by networth

“PAT by Total Assefs

YPAT by Managed Assels (Total Balance Sheel assels + Off-book assigned / securilised assels)
s per CRISIL Ratings estimate

Any other information: Mot applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings’ complexity levels are assigned to various types of financial instruments and are included (where applicable) in the
‘Annexure - Details of Instrument’ in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yel to be placed - based on available
infarmation. The complexity level for instruments may be updated, where required, in the rating rationale published subsequent lo
the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings™ complexity levels please visit www. enisilratings.com. Users may also call the Customer
Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

Issue ; Rating

ISIN Name of Instrument Aﬁla:e of t g °t“ ﬂ;:} Mg“tﬂw Size Cull'_neplerlty Outstanding

Ll i e (Rs.Cr) e with Outlook
Short Term Mon T-365 .

NA Convertible Debenture NA NA days S00 Simple CRISIL A1+
INES72E07092 Debenture 17-Mar-23 | 8.70% |17-Sep24 | 150 Simple i
INE572E07100 Debenture 28-Jun-23 | B860% | 28-Jun26 | 350 Simple hﬁ;‘;ﬁ:t&w
INES72E07118 Debenture 28.Jun23 | B.53% |29-Dec-24 | 150 Simple Aﬁﬁ;ﬁ#ﬁ

- CRISIL
INE572E09239 Debenture 31-Jan-14 | 948% | 31-Jan-24 | 300 Simple Bt
INE572E09262 Tier Il Bonds 24Nov-14 | B870% | 24-Now24 | 200 Simple IS




CRISIL

z 7
NA Debenture MNA MNA MA 1000.3 Simple AA/Positive
INE572E09627 Debenture 07-Jan-19 | 9.40% | 05-Jan-29 | 247 Simple CRISIL
AAJPositive
. CRISIL
INESTZEO2G2T Debenture 24-Jan-19 9.40% 05-Jan-29 15 Simple AA/Positive
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INESTZEN8106 Debenture 16-Jan-08 8.20% 16-Jan-23 30 Simple Withdrawn
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INESTZED9197 Tier || Bonds 21-Dec-12 9.10% 21-Dec-22 200 Simpla Withdrawn
INEST2ZEQ9205 Debenture 16-May-13 B.58% 16-May-23 G600 Simple Withdrawn

Annexure - List of Entities Consolidated

MNames of Entities Consolidated

Extent of Consolidation

Rationale for Consolidation

PHFL Home Loans and Services Lid. Full Subsidiary
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Annexure - Details of Bank Lenders & Facilities

Facility
Long Term Loan
Long Term Loan

Proposed Long Term Bank
Loan Facility

Term Loan
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Amount (Rs.Crore) Name of Lender Rating
50 Punjab National Bank CRISIL AA/Positive
995 Punjab National Bank CRISIL AA/Positive
1980 Not Applicable CRISIL AA/Positive
a7s5 HDFC Bank Limited CRISIL A1+

Links to related criteria

CRISILs Bank Loan Ratings - process, scale and default recognition

Rating Criteria for Finance Companies

CRISILs criteria for rating fixed deposit programmes
CRISILs Criteria for rating short term debt

CRISILs Criteria for Consolidation
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MNota for Media:

This rating rationale is transmitted to you for the sole purpose of dissamination through your newspaper/magazinsfagency. The rating retionale may ba
used by you in full or in pan without changing the meaning or contest thersof but with due credit so CRISIL Ratings, However, CRISIL Ratings alone has
the sode right of distibution (whether direstly o Indirectly) of it ralionales for consideration o afterwise through any media including websites and portals

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987, With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercigl peper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. YWe have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastruciure investment trusts (InviTs).

CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
ragistered in India as a credit rating agency with the Securifies and Exchange Board of India ("SEBI").

For mere information, visit www.crisiiratings.com

About CRISIL Limited
CRIEIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It i India's foremaost provider of ratings, data. research, analytics and solutions with a strong track record of growth, culture of
inmovation, and global footprint.

It has delivered independent opinicns, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It i= majority owned by S&P Global Inc, a leading provider of fransparent and independent ratings, benchmarks, analytics and
data to the capital and commeodity markets wordwide.

For more information. visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTURBE | EACEBCOK

CRISIL PRIVAGY NOTICE

CRISIL respocts your privacy. We may usa your contact information, such as your name, addross and emall |d to fulfil your request and servica your
account and to provide you with additional information from CRISIL. For further infermation on CRISIL's privacy policy please visit ;

HSCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale {'report’) that is provided by
CRISIL Ratings Limited ("'CRISIL Ratings'). To avoid doubt, the term 'report’ includes the information, ratings and other content
forming part of the report. The report is intended for the jurisdiction of India only. This report does not constitute an offer of
services, Without limiting the generality of the foregoing, nothing in the report is to be construed as CRISIL Ratings providing
ar intending to provide any services in jurisdictions where CRISIL Ratings does not have the necessary licenses and/or
registration to carry out its business activities referred to abowve. Access or use of this report does not create a client
relationship between CRISIL Ratings and the user,

We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the repart. In
preparing our report we have not taken into consideration the objectives or particular needs of any particular user. It is made
abundantly clear that the report is not intended to and does not constitute an investment advice, The report is not an offer to
sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of any kind to
anter into any deal or transaction with the entity to which the report pertains. The report should not be the sole or primary
basis for any investment decision within the meaning of any law or regulation (including the laws and regulations applicable in
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