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STOCK PICKS

Aptus Value Housing  
Finance India Ltd.

Company Overview
Aptus Value Housing Finance (APTUS) 

is retail focused housing finance 
company, which primarily serves 

low-income and middle-income 

self-employed customers in rural and 

semi-urban markets. Currently, it 

operates in four states namely: Tamil 

Nadu, Karnataka, Andhra Pradesh 

and Telangana through 190 branches. 

It is focused on Tier-III/IV centres 

with an aim to achieve maximum 

penetration in the existing opera-

tional districts. With Tier-I ratio of 

>90%, APTUS is well-capitalized to 

clock >30% AUM CAGR over next 

5 years and thus, it is expected to 

generate sector-leading RoA of 6.5% 

(vs. 2% for peers).

Investment Rationale
Healthy Product Positioning & 

Wider Geographic Presence

APTUS primary focuses on non-sal-

aried category, which forms 72% of 

its portfolio and mainly comes from 

Tier-III/IV centers. Normally, the 

borrowers in this category run small 

businesses or are self-employed 
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having no income proof like ITR 

and salary slip etc. Hence, they are 

excluded by other large HFCs and 

banks. 

Adequate Legroom for Geo-

graphical Expansion & Deeper 

Penetration in Extant Markets

An analysis of geographical presence 

of APTUS clearly shows deeper pene-

tration in the existing markets as well 

as expansion into newer geographies. 

Currently, APTUS operates in Tamil 

Nadu (including Puducherry), Andhra 

Pradesh, Karnataka and Telangana 

with a network of 190 branches. It 

also planning to expand its network 

in Maharashtra, Odisha and Chhattis-

garh. As the market share of APTUS 

among the HFCs in its key market 

remains below 25%-mark, strong 

execution skill along with better 

underwriting practice are expected 

to support its future growth plan. 

Scalable operating model is expected 

to help APTUS to expand its presence 

at lower incremental cost, which has 

positive impact on earnings.

Robust Risk Management 

System to Underwrite Low-in-

come Group

APTUS has developed customized 

underwriting process for low-income 

customer segments with healthy 

mix of both technology as well 

as brick and mortar model. Final 

underwriting decision are taken at 

the headquarter after detailed due 

diligence at branch level. As all leads 

are generated through the branches, 

it does not see any fraud and risk, the 

chances of which are higher in DSC 

sourcing model. Further, as 78% of 

its portfolio is on fixed rate, it is less 
prone to BT out. APTUS conducts 

all aspects of lending operations 

in-house, including sourcing, 

underwriting, valuation and legal 

assessment of collateral as well as 

collection, which help it to establish/

maintain direct contact with the 

customers. Establishing/maintaining 

direct contact with the customers is 

an integral part of monitoring and 

risk management for low-income 

group customers. The company has 

developed credit assessment models 

specific to >60 types of customer 
profiles in its geographic region. It 
customizes some of these profiles to 
regions and specific types of employ-

ment, which helps it to access the 

actual income of these borrowers in 

the best possible way. Further, this 

has helped the company in reducing 

subjectivity in forecasting the future 

income of potential customers and 

thus eliminating bias in underwriting 

process. The company has fully 

integrated these processes with latest 

technology to digitize the entire life 

cycle of a loan from origination to 

closure. Implementation of digital 

collection models helped the com-

pany to overcome the movement 

restriction during COVID-led 

nationwide lockdown.

Expected Further Decline in Cost 

of Fund from Current Level

With the growing scale of operations, 

APTUS is looking forward to bringing 

down its incremental CoF by another 

~100bps over and above the impres-

sive improvement of 175bps to 7.7% in 

FY21. Overall CoF declined to 9.11% in 

FY21 from 10.17% in FY20. Currently, 

it enjoys credit ratings of ICRA 

A+(Stable) and CARE A+. Further, the 

company is looking forward to diver-

sifying the funding source and lower 

its reliance on term loan from banks 

(which stands at 52% currently). 

APTUS 3 year closing price (Rs)
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As the market share 

of APTUS among 

the HFCs in its key 

market remains 

below 25%-mark, 

strong execution 

skill along with 

better underwriting 

practice are 

expected to support 

its future growth 

plan.
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The management anticipates rating 

upgrade by the credit rating agencies 

within a year, which can be the 

next re-rating opportunity for the 

company and can lead to 50-100bps 

decline in CoF over the next 24 

months post rating upgrade. At the 

same time, strong pricing power 

(given the niche customer profile and 
geographical position) will help the 

company to cushion the margin in 

case of any adverse development on 

interest rate front.

Key Risks
  Geographic concentration risk, as 

any significant change in government 
policies or social, economic or nat-

ural disruptions in this region could 

significantly impact its operations.

  Change in housing finance sector’s 
dynamics such as an increase in 

regulation by NHB, fall in govern-

ment incentives for housing industry 

or increased competition

Valuation
Comparison of APTUS with Gruh 

Finance and Aavas at similar AUM of 

Rs40-50bn, clearly indicates that it is 

at an inflexion point. Thus, it could 
see a substantial improvement in 

operating and financial performance 
in the coming years. Improved 

performance is primarily driven by 

higher operating leverage on both 

asset as well as liability front. We 

expect the similar trend to repeat for 

APTUS in the coming years, as it is 

closely comparable to Gruh Finance 

and Aavas on multiple fronts. Histori-

cally, we have seen sustain re-rating 

of Gruh Finance and Aavas with 

similar improvement in earnings 

visibility at the similar AUM level. 

APTUS is currently trading at 4.6x 

of FY23E BV and 38x of FY23E EPS. 

We are valuing APTUS at 6.4x FY23E 

BV and 37x of FY23E EPS Book Value 

(implied 50.4x of FY23E EPS) to arrive 

at a Target Price of Rs.450. We expect 

its AUM and PAT to clock 28% and 

26% CAGR over FY21-FY24E, while 

RoA and RoE are seen at 6.9%/13.5% 

by FY23E. We believe the premium 

valuation and target multiple of 

6.4x P/B FY23E is justified given: (a) 
APTUS is an excellent growth play in 

underpenetrated low-cost housing 

finance space; (b) well-placed to sus-

tain growth over the long-term, led 

by strong capital base and a scalable 

business model; (c) proven business 
credentials on credit underwriting 

and risk management front; and (d) 
highest return ratios with RoA of in 

the excess of 6.5%.

Particulars (in Rs Cr) FY21 FY22E FY23E FY24E

Net interest Income 417.4 542.7 691.5 836.2

NIM (%) 10.2 10.7 10.8 10.2

Operating Profit 350.9 461.6 588.9 708.4

PAT 266.9 347.0 442.7 531.9

EPS (Rs) 5.6 7.0 8.9 10.7

BV (Rs) 41.7 61.8 70.8 81.5

GNPA (%) 0.7 0.6 0.5 0.5
Source: Ashika Institutional Research

The management 

anticipates rating 

upgrade by the 

credit rating 

agencies within a 

year, which can be 

the next re-rating 

opportunity for the 

company and can 

lead to 50-100bps 

decline in CoF over 

the next 24 months 

post rating upgrade.
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Ashika Stock Broking Ltd.

Ashika Stock Broking Limited (“ASBL”) 

started its journey in the year 1994 and 

is presently offering a wide bouquet of 
services to its valued clients including 

broking services, depository services 

and distributorship of financial prod-

ucts (Mutual funds, IPO & Bonds). It 

became a “Research Entity” under 

SEBI (Research Analyst) Regulations 

2014 in the year of 2015 (Reg No. 

INH000000206).

ASBL is a wholly owned subsidiary of 

Ashika Global Securities (P) Ltd., a RBI 

registered non-deposit taking NBFC 

Company. ASHIKA GROUP (details 

enumerated on our website www.

ashikagroup.com) is an integrated 

financial service provider inter alia 
engaged in the business of Investment 

Banking, Corporate Lending, Com-

modity Broking, Debt Syndication & 

Other Advisory Services.

There were no significant and mate-

rial disciplinary actions against ASBL 

taken by any regulatory authority 

during last three years except routine 

matters.

DISCLOSURE

Research reports are being prepared 

and distributed by ASBL in the sole 

capacity of being a Research Analyst 

under SEBI (Research Analyst) Regu-

lations 2014. The following disclosures 

and disclaimer are an essential part 

of any Research Report so being 

distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 

may have financial interest in the 
subject company(ies). And, the said 

financial interest is not limited to 
having an open stock market position 

in /acting as advisor to /having a loan 

transaction with the subject com-

pany(ies) apart from registration as 

clients.

2) ASBL or its Research Analysts 

(including their relatives) do not have 

any actual / beneficial ownership of 
1% or more of securities of the subject 

company(ies) at the end of the month 

immediately preceding the date of 

publication of the source research 

report or date of the concerned 

public appearance. However, ASBL’s 

associates may have actual / beneficial 
ownership of 1% or more of securities 

of the subject company(ies).

3) ASBL or its Research Analysts 

(including their relatives) do not 

have any other material conflict of 
interest at the time of publication of 

the source research report or date 

of the concerned public appearance. 

However, ASBL’s associates might 

have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 

received compensation for investment 

banking, merchant banking, broker-

age services and for other products 

and services from the subject compa-

nies during the preceding 12 months. 

However, ASBL or its associates or its 

Research analysts (forming part of 

Research Desk) have not received any 

compensation or other benefits from 
the subject companies or third parties 

in connection with the research 

report/ research recommendation. 

Moreover, Research Analysts have not 

received any compensation from the 

companies mentioned in the research 

report/ recommendation in the past 

twelve months.

5) The subject companies in the 

research report/ recommendation 

may be a client of or may have been 

a client of ASBL during the twelve 

months preceding the date of con-

cerned public appearance for invest-

ment banking/ merchant banking / 

brokerage services.

6) ASBL or their Research Analysts 

have not managed or co–managed 

public offering of securities for the 
subject company(ies) in the past 

twelve months. However, ASBL’s 

associates may have managed or co–

managed public offering of securities 
for the subject company(ies) in the 

past twelve months.

7) Research Analysts have not served 

as an officer, director or employee 
of the companies mentioned in the 

report/ recommendation.

8) Neither ASBL nor its Research 

Analysts have been engaged in 

market making activity for the 

companies mentioned in the report / 

recommendation.

DISCLAIMER

The research recommendations and information are solely for the personal information of the authorized recipient and does not con-

strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 

regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 

this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 

its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 

any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.


