PNB Housing Finance Ltd — Jan 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline One-line: PNBHFL is successfully navigating a management transition and localized regulatory
headwinds in the South while maintaining stable profitability (ROA 2.57%) and pivoting back toward a calibrated

corporate lending strategy to protect margins.

Dimension

Beat/Miss vs
Guidance

Earnings Quality
Guidance
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Management
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Key Q&A Exchange
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Margin Trajectory
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Mgmt Guidance
Track Record
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Management Tone
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Inline
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Neutral
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Q5: Yield
Compression

Affordable Growth

Harvesting / Early
Expansion

Stable

Stable

Weak (Distorted)

Stable

Strong

Stable

Reliable

Credit Cost Reversal

Confident

Signal | Evidence

PAT of 520 Cr (+7.7% YoY) and NIM at 3.63% align with long-
term guidance of 3.5%+.

PAT is supported by negative credit costs (-19 bps) due to write-
off recoveries ([49 Cr); core NIl grew 11%.

Maintained 17-18% retail growth despite a 15% YoY drop in
Affordable disbursements this quarter.

New CEO Ajai Shukla emphasizes continuity; transparently
addressed the TN ordinance impact and fraud declaration.

Retail mix is now 99.7% of book; GNPA stable at 1.04%; shift to
Emerging/Affordable (39% of book) is structural.

10 bps of the 23 bps yield drop was a one-off corporate
foreclosure; 9.72% is the "new normal.”

Analysts pressed on why Affordable disbursements fell 15%;
Mgmt blamed a TN ordinance and expects Q4 recovery.

Harvesting retail seasoning while re-starting "calibrated"
Construction Finance/Emerging Developer Finance.

NIMs compressed slightly (3.63% vs 3.67% QoQ) as yield drops
(23 bps) outpaced CoF drops (19 bps).

Competitive in Prime; maintaining yields in Affordable via risk-
based pricing for self-employed (45% of book).

Negative credit costs imply PAT is higher than cash operating
income; heavily reliant on recoveries.

Branch network (358) and specialized Affordable team (Roshni)
provide a localized distribution moat.

CRAR at 29.46%); Tier-1 at 28.92%; Debt/Equity low at 3.63x.
Collection efficiency at 99.4%; bounce rates stable despite
portfolio seasoning.

Consistent delivery on retail growth and asset quality targets over
the last 12 months.

Current ROA is propped up by write-off recoveries; a return to
20-25 bps credit cost will pressure the 2.5% ROA target.

Resolute on growth guidance (17-18%) and the safety of the re-
entry into Corporate lending.



Key Takeaways (Positives & Negatives): Positives: * Asset Quality Resilience: GNPA held at 1.04% despite
industry-wide seasoning pressures in affordable housing; Corporate GNPA remains Nil. * Liability
Management: Cost of Borrowing (CoB) dropped 19 bps to 7.50%; incremental CoB is much lower at 7.2%,
providing a cushion for future rate cuts. * Emerging Markets Momentum: This segment grew disbursements by
25% YoY, offsetting some of the drag in the Prime and Affordable segments. * Capital Adequacy: At ~30%
CRAR, the company is over-capitalized, allowing for aggressive growth or rating upgrades (hoped for in 1-2
quarters).

Negatives: * Affordable De-growth: A 15% YoY decline in disbursements is a significant setback for the high-
yield engine; mgmt attributes this to "strategic recalibration" in TN due to microfinance-related ordinances. *
Yield Compression: Portfolio yields dropped 23 bps QoQ to 9.72%, driven by the foreclosure of a high-yield
corporate account and competitive pressure in Prime. * Non-Recurring PAT Support: Negative credit costs
(reversals) contributed to the bottom line; as the written-off pool ([1,000 Cr total) depletes, earnings will face a
"real" credit cost headwind.

Forward-looking Watchpoint: Monitor the Q4 FY26 disbursement trajectory in the Affordable segment; if it fails
to revert to 25%+ growth, the 17-18% total retail growth guidance for FY27 will be at risk.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr YoY QoQ

Metric Trend Mgmt Commentary
(Q3FY26) Change Change

Driven by 16% retail book growth, offset by yield

NIl Growth (%) 11% 1 - 1 .
compression.
NIM (AUM basis 2.63% . . Remained within guidance (3.6-3.7%); hit by
. 0 —
%) corporate foreclosure (10 bps).
Improved 19 bps QoQ via bank negotiations and
Costof Funds %  7.50% 1 1 1 P Ps QoQ g
repo rate cuts.
Loans Growth . . . Retail grew 16% YoY; Corporate continued to
(% YoY) 0 - shrink (-74% YoY).
Improved from 1.19% YoY; stable QoQ despite
GNPA % 1.04% 1 - 1 .
affordable seasoning.
NNPA % 0.68% 1 1 i Significant improvement from 0.80% in Q3FY25.
. Negative due to [49 Cr recovery from written-off
Credit Cost (%) -0.19% 1 ! !
pool.
Collection Slight seasonal dip vs Q2 (99.9%) but remains
- 99.4% ! ! =
Efficiency robust.
Capital )
29.46% ! ! - Very strong; Tier-1 at 28.92%.
Adequacy %
Impacted by higher opex and one-off labour code
PAT (OCr) 520 7.7% -11% =
costs ((6 Cr).
Fee Income 6% . . . Slower growth due to lower affordable
Growth % ° disbursements.
Within 1-1.1% guidance; includes [6 Cr one-time
Opex to ATA (%)  1.09% ! ! -

labour code cost.



2B. SEGMENT BREAKDOWN

Segment

Loan Asset
(OCr)

Key Development

Affordable

Emerging

Prime

Corporate

7,140

24,998

49,793

272

Incremental
Yield
41% 12.07%
20% 9.39%
8% 9.06%
-74% N/A

. +235
bps

! -33 bps

! -66 bps

1 N/A

Disbursement down 15% YoY; TN

ordinance impact.

Strongest growth engine; disbursement up

25% YoY.

Competitive pressure high; yields

compressed 28 bps YoY.

Foreclosure of [(B40 Cr account impacted

portfolio yield.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate

Historical Delivery

Risk Flag

Guidance

Guidance

Guidance

Guidance

Strategy

Strategy

Retail Book
Growth

NIM

ROA

GNPA

New Verticals

Branch
Expansion

17% to 18% YoY

3.6% t0 3.7%

2.5% to 2.6%

1.0% to 1.1%
Re-start CF and
Emerging Dev Finance

40-50 new branches
annually

Needs ~[8,000 Cr+
disbursement in Q4

Maintain CoB advantage
as yields soften

Sustain recoveries or
scale high-yield book

Control Affordable
seasoning

8-10% of total book cap

35-40 to be added in Q4

Historically Q4 is
strongest; plausible but
tight.

Consistent 3.6%+ for 3
guarters.

Delivered 2.57% for 9M
FY26.

Currently at 1.04%;
within range.

"Calibrated" re-entry;
policy in place.

No net adds in Q3; back-
ended for Q4.

Moderate

Low

High (on
credit cost)

Low

High (Past
baggage)

Moderate



4. ANALYST Q&A



Q# Relevance

1 4.5
2 4.0
3 4.0

Analyst /

irm

Abhijit
Tibrewal,
Motilal
Oswal

Abhijit
Tibrewal,
Motilal
Oswal

Viral
Shah,
IIFL
Capital

Affordable
Growth

Fraud / Asset

Quality

Strategy

(o:11:Ts[o] 3

Business
Overview

Financials

Mgmt
Commentary

Underlying
Concern

"What are the
reasons for
restricting
ticket sizes in
certain
geographies?"

"Why declare
a fraud
account now
that was
written off in
FY23?"

"Is there any
change in
strategy under
the new MD?"

Management
Response &
Investment
Implication

Evaded Credibility

Management
cited
challenges in
Southern
markets
(specifically
TN) due to
government
ordinances
impacting the
sentiment and
operation of
low-ticket
lending. This
suggests a
temporary
geographic hit
to the high-
yield growth
engine,
making Q4
recovery
critical for
valuation.

None

Management
explained it
followed due
process and
recent legal
developments;
the account is
fully
provisioned
with no
financial None
impact. This
removes a
legacy
reporting
overhang but
highlights the
long tail of
corporate
cleanup.

The new MD
confirmed
continuity of
the existing
strategy,
aiming for a
45-50% mix of
Emerging/

None

Verdict

Specific
4.0 timeline
given

Clear and

5.0
guantified

Confirmed

4.5 -
continuity



Q# Relevance

Analyst /

irm

Kunal
Shah,
Citigroup

Nidhesh,
Investec

Theme

Corporate
Re-entry

Yields

(o:11:Ts[o] 3

Capex &
Allocation

Financials

Underlying
Concern

"What are the
key priorities
and the plan
for
Construction
Finance
(CF)?"

"What driving
the sharp 25
bps drop in
yield?"

Management
Response &
Investment
Implication

Affordable
(from 39%).
Continuity
reduces

Evaded Credibility Verdict

transition risk,
ensuring the
pivot to high-
yield
segments
remains the
primary thesis
driver.

Mgmt plans
an 8-10% cap
for the CF and
Emerging
Developer
portfolio to
boost yields,
using
separate
underwriting
policies from
the past. This
re-introduces
higher-margin
assets but

Specific
cap given

None 4.0

increases the
risk profile; the
10% cap is
the "safety
rail" for
investors.

10 bps was
due to the
foreclosure of
one large
corporate
account, and
the rest was
due to lower
incremental
yields vs
portfolio.
Investors

Follow-up
forced
clarity

None 5.0

should model
9.7% as the
new base
yield, meaning
NIM
expansion
must now



Q# Relevance

Analyst /

Categor
irm gory

Underlying
Concern

Management
Response &
Investment
Implication

Evaded Credibility Verdict

6 35
7 4.0
8 4.5

Nidhesh, Business
Run-off Rate .

Investec Overview
Bunty
Chawla, ROA . A

. - Financials
ASK Sustainability
Invest
Himanshu
Taluja, Affordable Business
ABSL Issues Overview
AMC

"The runoff
rate has
increased to
19%... how
much is
balance
transfer
(BT)?"

"What drives
confidence in
2.5-2.6% ROA
when credit
costs
normalize?"

"Is there
overheating in
the Southern
markets?"

come solely
from CoB
reduction.

Management
admitted BT-
out pressure
increased
after repo rate
cuts as
customers
shop for better
rates. Higher
prepayments
are a
headwind to
AUM growth;
the "BT-out
minus BT-in"
gap is now
~2% monthly.

Management
relies on 4-5
more quarters
of recoveries
and a shift
toward 50%
high-yield
book mix to
offset the
eventual rise
in credit costs.
This reveals a
"ticking clock"
where growth
must outpace
the
normalization
of provisions
to maintain
ROA.

Management
denied
overheating,
attributing the
slowdown
entirely to the
ordinance;
they
proactively
capped ticket
sizes in Tier

Deflected

None 85 .
industry

issue

Vague on

None 3.0
"when"

Directional
None 4.0 with
evidence



Management

Analyst / Underlying Response &

Q# Relevance . Theme Category Evaded Credibility Verdict
Firm Concern Investment

Implication

3/4 towns to
manage risk.
This
"proactive"
stance is a
positive for
credit
discipline but
a negative for
short-term
volume.

PATTERN FLAGS & SENTIMENT

» Affordable Housing Deceleration: Analysts were clearly anxious about the 15% drop in Affordable
disbursements. Management was defensive, pinning the blame on a specific Tamil Nadu ordinance and
regulatory "heat" in the South. While they expect a Q4 recovery, the concern remains live because the "high-
yield" segment is essential to the ROA-maintenance thesis.

» Corporate Re-entry Skepticism: Analysts questioned the return to Construction Finance given the
company’s painful history. Management was confident, emphasizing a strict 8-10% cap and a "separate
policy" approach. This is an unresolved tension; the market is likely to treat this as an overhang until the first
few quarters of the new corporate book show "clean" seasoning.

« Yield Pressure vs. CoF Benefit: A recurring theme was the 23-25 bps yield compression. Management
effectively argued that the "low-hanging fruit" of Cost of Borrowing (CoB) reduction would offset this. The
consensus seems to be that PNBHFL is in a "race against time" to lower CoB before Prime-segment yields
compress further.

Analyst Sentiment Verdict: Analysts were cautiously skeptical. While they appreciated the stability in GNPA
and CoB, the friction point was the "double whammy" of slowing Affordable growth and re-entering Corporate
lending. Credibility remains stable as the new CEO did not "walk back" any prior targets, but the market is on
high alert for any slippage in the 17-18% growth guidance in Q4.

GUIDANCE GAPS REVEALED IN Q&A

. What Mgmt . .

Topic . What Q&A Revealed Gap | Walk-back Risk to Thesis
Claimed (PPT)

Affordable "Scale up in Disbursement down 15%  Tactical retreat in South (TN) Significant; delays the

Growth Affordable" YoY. due to "ordinance." high-yield mix shift.

) . Average Yield 10 bps drop was one-off 9.7% is the new ceiling, not Moderate margin

Yield Stability

9.72% foreclosure. the floor. pressure.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.



What Changed

Prior Quarter

This Quarter

Direction

Management
Corporate Strategy
Geographic Focus
Incremental CoB
Asset Quality

Credit Cost

Not in document

Not in document

Not in document

Not in document

Not in document

Not in document

Ajai Shukla (MD/CEO) took charge.

Re-starting CF and Emerging Developer Finance.

Strategic calibration/slowdown in Tamil Nadu.
Dropped to 7.2%.
Fraud declaration (legacy FY23 account).

-19 bps (Negative).

- Continuity

1 Risk / 1 Yield

1 Volume

1 Margin Support

- Reporting Cleanup

1 Profit (Transitory)
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