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PNB Housing Finance Limited
Long-term rating upgraded to 'CRISIL AA+/Stable’, Short-term rating reaffirmed

Ratin_g Action

Total Bank Loan Facilities Rated Rs.4000 Crore
; CRISIL AA+(Stable (Upgraded from '"CRISIL
Long Term Rating AA/Positive') (Urg

Short Term Rating CRISIL A1+ (Reaffirmed)

CRISIL AA+/Stable (Upgraded from 'CRISIL
AAlPositive’)

CRISIL AA+/Stable (Upgraded from 'CRISIL
AAlPositive’)

CRISIL AA+{Stable (Upgraded from 'CRISIL

Rs.200 Crore Lower Tier Il Bonds

Re.20000 Crore Fixed Deposits

Lower Tier Il Bonds Aggregating Rs.500 Crore

AAlPosifive')

Non Convertible Debentures Aggregating Rs.4570
Crore (Reduced from Rs.4870 Crore)

CRISIL AA+/Stable (Upgraded from '"CRISIL
AAlPositive’)

Rs.26000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

Rs.500 Crore Short Term Non Convertible Debenture CRISIL A1+ (Reaffirmed)

Note: Mone of the Directors an CRISIL Rabngs Lirwted's Board are members of rating cormmities and thus do not participate in discussion or assignment of any
ratings The Baard of Directors also does notaiscuss any ratings at ils meelings

1 crore = 10 milion

Refer fa Annexure for Detads of instruments & Bany Faciiies

Detailed Rationale

CRISIL Ratings has upgraded its rating on the long-term debt instruments and bank facilities of PNB Housing Finance
Lid (PNB Housing) o ‘CRISIL AA+/Stable’ from 'CRISIL AA/Pasitive’. The rating on the short-lerm bank facilities and debt
instrumeants have baen reaffirmed al 'CRISIL AT+,

CRISIL Ratings has also withdrawn its rating on the redeemed non-convertible debenture (NCD) of Rs 300 crore (Ses
‘Annexure - Details of Rating Withdrawn® for details) on receipt of independent third-party confirmation. The withdrawal is in-
line with CRISIL Ratings' policy on withdrawal of ratings.

The rating action reflects improving profitability and asset quality metrics. Strong capitalisation and increased granularity with
mest of the legacy portfolio having been provided for, also supports the cverall credit profile of the company.

Assets under management (AUMs) grew by 7% in fiscal 2024 to Rs 71,243 crore as on March 31, 2024, from Rs 66 617
crore a year earlier (Rs 566983 crore as on March 31, 2022), Loan assets grew by 10% to Rs 65,358 crore in fiscal 2024
from Rs 59,273 crore in fiscal 2023, This is after reporting a degrowth in AUM in fiscals 2020 ta 2022, as the management
had slowed down disbursement and encouraged accelerated prepayments (in wholesale book). Disbursements have also
gained momentum at Rs 17,583 crore in fiscal 2024, highest since fiscal 2019, The AUM growth in fiscal 2024 was driven by
10% growth in retail book while the corporate book continues to run down (3% of the overall AUM as on March 31, 2024).
Going forward, retall loans will remain the key growth driver.

The company's profitability has improved with return on managed assets (ROMA) of 2% in fiscal 2024 as against 1.4% in
fiscal 2022 and 1,.1% in fiscal 2022, supported by impravement in credit costs. The credit cosis (as a percentage of average
managed assets) declined to 0.2% in fiscal 2024 from 0.9% and 0.7% in fiscals 2023 and 2022, respectively. The company's



net interest margin (NIM) continues to be stable at ~4%. However, given the expansion into affordable and emerging
segments, operaling expenses witnessed a slight uptick and stood at 0.9% in fiscal 2024 as compared to 0.8% and 0.6%, in
fiscals 2023 and 2022, respectively. Ability to maintain profitability. while further scaling up operations will remain a
monitorable.

The asset quality of the company has also substantially improved driven by reduction in fresh slippages as well as
resolutions/recoveries and write-offs, Gross stage |l assets reduced to 1.5% (Rs 984 crore) as on March 31, 2024, from
3.8% (Rs 2270 crore) as on March 31, 2023, and 8.3% {Rs 4705 crore) as on March 31, 2022, The gross stage lll assets
were elevated in previous years due to the stress built up in corporate book and higher delinquencies in the self-employed
non-professional segment within loan against property (LAP) on account of Covid impact as self-employed segment was
impacted more. The management has largely provided for the legacy stress in the wholesale and in retail book and has
tightened its credit underwriting and praduct strategy to arrest slippages in fresh originations. On a lagged basis as well, the
gross stage Il assets have reduced both in home loans and LAP. However, CRISIL Ratings notes that the company s
diversifying into affordable and emerging market segment, which is relatively riskier than the prime segment it currenthy
caters to; therefore, the asset quality performance will remain key monitorable.

The capital infusion of Rs 2, 483.8 crore in May 2023 along with healthy accruals has increased networth to Rs 14,974 crore
as an March 31, 2024, from Rs 11,014 craore. This led leverage levels to reduce to 3.7 times as on March 31, 2024, when
compared to 4.9 times as on March 31, 2023. The leverage levels are expected to remain below 6.5 limes on a steady state
basis.

Moreover, the overall rating continues to factor in the brand-sharing benafits that PNB Housing derives from its parent, the
Punjab Mational Bank {(PNB, rated: "CRISIL AAA/CRISIL AA+/Stable’), which supports the company in mobilising resources
at competitive pricing and from banks, insurance companies, provident funds, corporates, pension funds, multilateral
agencies and mutual funds, with whom the bank and PNE housing both have long standing relationships. These strengths
are partially offset by intense competition in the housing finance segment and sustenance of the improvement in asset

quality.

Analytical Approach

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

Plegse refer Annesure - List of entities consolfdated, wihich captures the list of entities considered and their analytical treatment of consolidation

Key Rating Drivers & Detailed Description
Strengths:

Strong capitalisation metrics

PMB Housing's capitalisation metrics have improved supporied by the nghts issue of Rs 24838 crore in April 2023,
Consequently, the company's networth increased to Rs 14 974 crore as on March 31, 2024, from 11,014 crore as on March
21, 2023, Tier-l, and overall capital adequacy ratio (CAR) was 27.9%, and 29.3%, respectively, as on March 31, 2024
(22.4% and 24.4% as on March 31, 2023} leaving adequate headroom to support envisaged growth,

The leverage levels have also improved to 3.7 times as on March 31, 2024 (4.9 times as on March 31, 2023); substantially
low from the peak levels of 9.6 times as on March 31, 2019. Gearing is expected to remain below 6.5 times on a sieady
state basis.

Established market position in the housing finance space

PNE Housing Is the third largest housing finance company in India with AUM of Rs 71,243 crore as on March 31, 2024 (Rs
66,617 crore a year earlier). The company has regained growth momentum with disbursements of Rs 17,583 crore in fiscal
2024; highest since fiscal 2018.

The company's AUM has begun to see growth only since the second quarter of fiscal 2023 driven by a growth in the retail
book. Over the past couple of years, AUM for PNB Housing was declining due to the cautious call on the part of the
management to reduce its legacy corporate book, which got impacted due to slowdown in the real estate sector in 2019
followed by pandemic in 2020,

PMNB Housing is focusing on bullding a strong retail franchise, given this, share of retail in overall AUM increased to 97%
(97% of loan assels) al Rs 69,191 crore as on March 31, 2024, from 79% (78% of loan assels) al Rs 66,668 crore as on
March 31, 2018. As part of retail strategy, the management fraditionally has been focusing an pnme lending; in fiscal 2024
the company started extending affordable loans and starting fiscal 2025, it will also target emerging markets for growth,
Retail will continue to expand at a steady pace and will comprise the majority of overall loan assets. Residual corporate book
stands at Rs 2,052 crore as on March 31, 2024, Going forward, on corporate lending, the company intends to take only
selective exposures on projects which are near completion and of relatively lower licket size.

Brand-sharing benefits with PNB as a promoter



PNB Housing continues to benefit from branding support from its parent, PNE (28.1% ownership currently). CRISIL Ratings
believes PNB will remain amongst the largest shareholders of PMB Housing in the near term and infusion of Rs 500 crore in
the rights issue in April 2023 reinforces PMB's commitment. CRISIL Ratings believes that PNB's continued association as
promoter along with shared brand name, benefits PNB Housing in a trust-sensitive enviranment for non-banking finance
companies (NBFCs) and housing finance companies (HFCs). CRISIL Ratings also notes that with the shareholding of PNB
now falling under 30% post the rights issus, PNB Housing is paying a royalty which is the higher of 0.2% of revenue and 2%
of profit after tax (PAT) subject to a minimum charge of Rs 14.87 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 competitive rates. The shared brand name has also supported the company in deposit mobilisation, as the
company has consistently raised fixed deposits and it now constitutes around 32% of overall on-book borrowings (excluding
securitisation). Adding to the diversity in its resource profile {excluding securitisation), company has adeguate praportion of
bank loans constituting 40% of the tofal on-book borrowings, funding in the form of commercial papers is 6% and through
debentures and subordinated debt is 10% as on March 31, 2024, Other funding sources include refinance from NHB (9%)
and external commercial borrowings (ECBs; 3%).

Additionally, supported by the long-standing relationships of both PNB Housing and PNB with banks, insurance companies,
provident funds, corporates and pension funds, multilateral agencies (IFC and JICA) and mutual funds, Nevertheless, PNB
Housing is managed by an independent management team, comprising professionals with strong domain knowledge and
extensive experience in the morigage business.

Improving earning profile
PHB Housing's profitability has improved with return on managed assets (ROMA) of 2% in fiscal 2024 from 1.4% in fiscal
2023 and 1.1% in fiscal 2022. This is driven by stable NIMs and lower credit costs.

The company has managed NIMs of 4% in fiscals 2024 and 2023 (3% in fiscal 2022) despite competitive pressure on yields
and rising cost of funds, Credit costs fell to 0.2% in fiscal 2024 from 0.8% and 0.7% in fiscals 2023 and 2022, respectively,
driven by lower incremental provisioning requirements due to lower slippages, recoveries/writeback of around Rs 100 crore
and write offs in fiscal 2024,

However, the company is in expansion phase to grow into newer segments such as affordable housing and emerging
market loans and therefore operating expenditure (opex) levels witnessed a slight uptick and was 0.9% and 0.8% for fiscals
2024 and 2023, respectively.

As management aims lo focus on high yielding affordable and emerging markel loans, it should support profitability,

Additionally, given that the company has an outstanding pool of over Rs 2,000 crore of wrtten off accounts including retail
and corporate, recoveries from these could also support profitability over the medium term. Nevertheless, the
management's ability to continue to contain credit costs and maintain healthy earnings profile, remains a key monitorable,

Weaknesses:

Improved asset quality; sustenance monitorable

The asset guality metrics of PNB Housing had deteriorated in the past amidst degrowth and higher incremental slippages,
especially from the wholesale portfolio, with gross stage |l assets rising to 8.3% (Rs 4705 crore) as on March 31, 2022. The
asset quality metrics have improved since then with gross stage 1l assets declining to 1.5% (Rs 984 crore) as on March 31,
2024, from 3.8% (Rs 2270 crore) as on March 31, 2023, The drop in gross stage |l assets is driven by a sharp reduction in
incremental slippages, recoveries/resolutions and write-offs,

CRISIL Ratings notes that most of the stressed accounts in the wholesale portfolic have slipped to gross stage |l in the past
couple of years. However, PNE Housing has also managed recovery from some of these accounts via exits. This is also
gvident from the reduction in absolute wholesale gross stage lll assets to 3.3% (Rs 68 crore) as on March 31, 2024, from
22.3% (Rs 846 crore) and 37.1% (Rs 2738 crore) as on March 31, 2023, and March 31, 2022, respectively,

On the retail side too, the asset quality has improved due to decreased slippages and write-offs. The company has gradually
reduced its exposure to the self-employed non-professional segment within the LAP segment as the same was adversely
impacted during pandemic, containing stress from new criginations. The gross stage |l asseis have improved to 1.4% (Rs
916 crore) as on March 31, 2024, from 2.6% (Rs 1424 crore) as on March 31, 2023, and 3.9% (Rs 1,967 crare) as on March
31, 2022 On a two-year lagged basis, gross stage 11l assets for March 2024 in home loans was 1.5% and one year lagged
for non-housing retail loans was 2.5%. The company has tightened its underwriting policies and practices, relooked at
business sirategies and geographical presence to contain the stress in asset quality. Self-employed share in LAP book has
also reduced fo 62% of LAP book as on March 31, 2024, as against 75% in March 2020.

Going forward, CRISIL Ratings expects the slippages from the wholesale portfalio to remain relatively controlled with low
legacy corporate book outstanding and maost of the stressed exposures already recognised as non-performing asset (NPA).
Even in the retail portfclio, the early bucket delinguencies have been improving in both home loan and LAF segments, which
indicate that asset quality will remain rangebound,



However, performance of wholesale book as well as newer segments such as affordable housing and emerging market
loans will remain a key rating sensitivity factor.

Intense competition in the housing finance segment

PNB Housing is one of the top three housing finance players, hawever, the company cantinues to face intense competition
fram banks, which account for a dominant share of the housing finance market. CRISIL Ratings believes that PNB Housing
will remain one of the leading HFCs and maintain its market share, but it may face price-based competition over time amid
increased focus by banks on this segment. PNB Housing, with focused efforts to grow into affordable and emerging loans
segment and selectively augment its carporate book, should suppaort its ability to maintain markst position.

Liquidity: Strong

FPNB Housing's asset-liability maturity profile is strong. As an March 31, 2024, the company had cash and equivalents of Rs
4414 crore and unutilised bank lines of Rs 5767 crore. This is sufficient to cover debt repayments of Rs10,053 crore till June
2024,

CRISIL Ratings believes the company will continue to mainiain its comfortable leverage and should also be able to improve
its earnings profile and maintain healthy asset quality while scaling up operations.

Rating_Sensitivity factors

Upward factors:

= Significant and sustained improvement in market position while maintaining healthy asset quality
»  Improvemant in earnings profile with RoMA sustaining over 2.5 to 3%

Downward factors:

= Detericration in asset quality over an extended period

*«  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 HFC registered with the National Housing Bank (NHB), promoted by
PNB. In December 2009, PNB sold 49% stake in PNE Housing and entered into a strategic partnership with Destimoney
Enterprises Pvt Ltd (owned by NSR Partners). During fiscal 2017, Destimoney Enterprises Ltd transferred equity shares in
PNB Housing to its holding company i.e. Quality Investments Holdings (part of the Carlyle group) pursuant to in specific
distribution of its assels as par winding up scheme,

Subsequently, in April 2023, with the successful completion of the rights issue, Carlyle group has bhecome the largest
shareholder with 32.7% shareholding as on March 31, 2024 and PMNB's shareholding has reduced to 28.2% with the
remaining shareholding being held by large domestic and foreign institutional investors.

Particulars Unit Mar-24 Mar-23 Mar-22
Total assets Rs crore 72405 66,874 65,730
Total income (net off interest expense) Rs crore 2784 2620 2125
Profit after tax Rs crore 1508 1,046 836
Gross NPA % 984 2,270 4,705
On-book Gearing Times 3.7 4.9 54
Return on total assets* % 2.2 1.6 1.2
Return on managed assets™ Yo 2.0 1.4 1.1

On-book baorrowings + off-book assignment / securlisation by networth
PAT by average Total Assats
HPAT by avarage Managed Assets [Total Balance Sheat aszels + Off-hook assigned / secuntised assels)

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 Instrumeant’ in this Raling Rationale,

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

Far mare details on the CRISIL Ratings’ complexity levels please visit www.crisilratings. com, Users may alsa call the
Customer Service Helpdesk with gqueries on specific instruments.
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Annexure - Details of Bank Lenders & Facilities
Facility Amount (Rs.Crore) Mame of Lender Rating
Long Term Loan 995 Punjab National Bank CRISIL AA+/Stable
Proposed Long Term Bank
-+
Loan Facility 2030 Mot Applicable CRISIL AA+/Stable
Term Loan 975 HDFC Bank Limited CRISIL A1+

Criteria Details

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
Rating criteria for hybrid debt instruments of NBFCs/HFCs
CRISILs Criteria for rating short term debt

CRISILs Criteria for Consolidation
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MNode for Media:

This rafing rationale i transmifed to you for the sole purposs of dissemination through your newspaper/magazinalagency. The raling mtionale may be
used by you in full or in part without changing the meaning or context thereol bul with due cradit to CRISIL Ratings. Howevar, CRISIL Ratings alona has
the sole mght of distribution (whether directly or indinecily} of its rationakes for consideration or clhemwise theowgh any media including webeibes and portals.

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

CRISIL Ratings pioneared 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 debl instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, assel-backed and morgage-backed securities, parial guarantees and other structured
debt instruments. We have rated over 33,000 farge and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts {(InviTs).

CRISIL Ratings Limited ('CRISIL Ratings") is a wholly-owned subsidiary of CRISIL Limited ('CRISIL"). CRISIL Rabngs Limited is
registered in India as a credil rating agency wilh the Securities and Exchange Board of India ("SEEI").

Far more information, visit www.crisilratings . .com

About CRISIL Limited

CRISIL Is & leading, agile and innovative global analytics company driven by its mission of making markets function better.

Itis India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint,

Il has delivered independent opinions, actionable insights, and efficient solubions to over 100,000 customers through businessss
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data fo the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Caonnect with us: TWITTER | LINKEDIN | YOUTUEE | FACEBOOK

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We may use your contact infonmation, such as your name, address and email id to fulfil your request and service ;mm
account and to provide you with additional Information from CRISIL. For further information on CRISIL's privacy policy plesse visit

MSCLAIMER

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 faregaing, nothing in the report is Lo be construed as CRISIL Ratings providing
of intending to provide any services in Jurisdictions where CRISIL Ratings does not have the necessary licenses and/or
registration to carry oul its business activities referred to above. Access ar use of this report dees 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 report. 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 notl intended to and does not constitute an investment advice. The report (s not an offer 1o
sell or an offer to purchase or subscribie for any investment in any securities, instruments, facilities or solicitation of any kind to
enter into any deal or transaction with the entity to which the repart 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 @nd regulations applicable in



the US).

Ratings from CRISIL Ratings are statements of opinien as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/instruments or to make any investment decisions, Any opinions
expressed here are in good faith, are subject to change without notice, and are only current as of the stated date of their
issue. CRISIL Ratings assumes no obligation to update its opinions following publication in any form or format although CRISIL
Ratings may disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment or other business
decisions. The recipients of the report should rely on their own judgment and take their own professional advice before acting
an the report in any way, CRISIL Ratings or its associates may have other commercial transactions with the entity to which the
report pertains.

Meither CRISIL Ratings nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
apents (collectively, "CRISIL Ratings Parties') guarantee the accuracy, completeness or adequacy of the report, and no CRISIL
Ratings Party shall have any hability for any errors, amissions or interruptions therein, regardless of the cause, or for the
results abtained from the use of any part of the repart, EACH CRISIL RATINGS PARTY DISCLAIMS ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE, In no event shall any CRISIL Ratings Party be liable to any party for any direct, indirect,
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