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Yet another
strong showing
by company

Estimates raised by 1-5%;
softer business momentum
to open up better entry
points into quality stock

HIGH GROWTH, EXPENSE management
and lower provisions have driven strong
(36%) earnings growth for Chola. With
peaking growth and NIM pressure, we
expectthe overall earnings momentum to
moderate from current highlevels even as
expense-management measures and
strong control over asset quality partially
offset this. The impact of transition to
Ind-AS islimited besides change in repre-
sentation of accounts. We retain Reduce
ratingwith TP of ¥1,500 (unchanged) and
believe that a moderating business
momentum will open up better entry
points into this high-quality franchise.
Business momentum to moderate
from current highs: Cholamandalam
(Chola) has reported 30% growth inloans
driven by 38% growth in vehicle finance
and low (8%) but improving growth in
home equity. We believe that a high base,
slowdown in new CVsalesand moderation
in used vehicle loans will put pressure on
growth in the vehicle finance business
over the medium term. Higher contribu-
tion from the home equitybusiness,which
islimpingbackto double-digit growthand
NPL recoveries therein, will provide a
boost; net result,we expectloan growth to
moderate to 25% in FY2019e with earn-
ingsgrowthat21-23% overFY2019-21e.
Tweak estimate: We are raising our
estimates by 1-5% to factor recent busi-
ness trendsand changes due toInd-AS.Post
the revision, we expect the company to
deliver 24% EPS CAGR during FY19-21e
and medium-term RoE of 21-22%. While
welike the franchise,we await betterentry
points to get into the stock; moderation in
itsbusiness momentumand NIM pressure
will open up better entry points,we believe.
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' Company data

{
EPS (}) 62.3 B6IT8 95.3
EPS growth (%) 35.5 B25IEN 21.4
P/E (X) 235 19.0 157
NIl % bn) 22.6 32,5 39.0
Net profits (% bn) 9.7 120 14.6
BVPS 313.4 375.5 451.5
P/B (X) L7 3.9 3.2
ROE (%) 20.6 12120 214
Div. Yield (%) 0.4 0.6 0.8
Source: Company, Kotak Institutional Equities




