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The latest Reserve Bank of 
India (RBI) reports indicate a 
pickup in credit growth for 
non-banking financial 
companies (NBFCs) along 
with improving profitability. 
However, the regulator also 
cautioned NBFCs against 
excessive reliance on bank 
funding and risks in 
unsecured retail loans. The 
report also highlighted 
elevated competitive 
intensity for NBFCs from 
banks in secured segments 
such as housing, vehicles 
and gold loans. 

The RBI’s stress-test 
projections show NBFCs’ 
non-performing assets 
(NPAs) should decline 
further to 3.8 per cent by 
September 24, according to 
its baseline scenario. In a 

high-risk case scenario, 
NBFCs’ non-performing 
loans could pick up to 6.3 per 
cent . In housing including 
priority sector housing, 
NBFC loans have grown 55 
per cent Y-o-Y in H1FY24. 
However in FY23, although 
NBFC funding for housing 
finance (HF) grew 39 per 
cent, banks registered even 
higher growth at 64 per cent. 
Moreover, the bulk of NBFC 
funding for HF comes from 
banks. In H2FY24 NBFCs 
could deliver a wide range of 
returns with some net 
interest margin (NIM) 
compression and earnings 
growth ranging from 6-39 per 
cent. In Q3FY24, LIC 
Housing Finance (expected 
to register 6 per cent loan 
growth) could see lower 
growth among key HF 
players. NIM compression 

could range from 40-160 bps 
Y-o-Y (13-35 bps Q-o-Q) 
reflecting the higher cost of 
refinance and rate 
transmission by banks. 

The disbursal run-rate of 
LICHF is a key monitorable 
especially given weak credit 
flows in the last few quarters. 

Can Fin Homes would see 
credit costs normalise after it 
took a provision of ~ 40 crore 
for fraud in Q2FY24 but net 
profit may fall by 5.0 per cent 
Q-o-Q to ~1,390 crore. 

The competition between 
banks and NBFC in the HF 
space has seen banks gaining 
market share even as 
demand rises. Short term 
housing demand would be 
keenly watched.  It is crucial 
that inflation is stable so that 
there are no further rate 
hikes, since that could hit 
demand.  Housing Finance 
Companies (HFCs) could see 
a 6.5 per cent increase in 
disbursals to ~19,100 crore.  
HFCs may see asset under 
management (AUM) growth 
of 1.9 per cent Q-o-Q and 6.8 
per cent Y-o-Y to ~3.3 trillion. 

Affordable housing 
players like Aavas, Aptus and 

Home First are expected to 
see over 20 per cent loan 
growth Y-o-Y. However gross 
Stage 2 (increased credit risk) 
and Stage 3 loans (credit 
impaired) are creeping up.  
So there could be some 
concerns on this front. 

In LICHF, net interest 
income (NII) may fall by 5.4 
per cent Q-o-Q due to muted 
loan growth of 1.5 per cent 
and NIM may decrease by 
23bps Q-o-Q to 2.9 per cent 
due to rise in cost of funds. 
But GNPAs could see an 
improvement of 13bps Q-o-
Q. In Aavas, AUM growth 
may be 4.7 per cent Q-o-Q. 
NII growth will be lower at 3.5 
per cent Q-o-Q and hence 
NIM could fall by 11bps Q-o-
Q. Asset quality may 
deteriorate by 2bps Q-o-Q 
with flat credit costs. 
Earnings would decline by 

3.5 per cent assuming margin 
compression. 

In Can Fin Homes loan 
growth could be 3.6 per cent 
Q-o-Q while NII increase 
would be lower at 2.7 per 
cent. Margins may remain 
flat at 4 per cent. Gross NPAs 
may increase by 7bps. Credit 
costs are expected to 
normalise as Q2FY24 has 
elevated provisions. 

PNB Housing Finance 
(PHF) could report 30 per 
cent YoY growth in 
disbursements. There may 
be a 5bps Q-o-Q NIM 
expansion and also 
improvement in credit cost 
and better gross Stage 3 loans 
for PNBH. The pace of HF 
growth may slow and banks 
are competing more 
aggressively. But rising 
mortgage demand could 
offset concerns. 

THE COMPASS

Higher demand could offset competitive pressures for HFCs
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Jyoti CNC Automation’s IPO, the first for calendar 2024, garnered 
38.5 times subscription on Thursday, the concluding day of the 
issue. The qualified institutional buyer (QIB) portion of the issue 
was subscribed 44 times, high networth individual (HNI) portion 
36.5 times and retail portion 26 times. Through its maiden share 
sale, the computer numerical control (CNC) machine manufacturer 
will raise ~1,000 crore in fresh capital. At the top-end of the price 
band of ~331, Jyoti CNC will be valued at ~7,527 crore. For the quarter 
ended September 2023, the company had posted net profit of  
~3.4 crore on revenues of ~1,706 crore. BS REPORTER

The Securities and Exchange Board of India (Sebi) has issued a 
warning to Fortis Healthcare for delaying disclosures about a 
lawsuit in the US for more than 14 months, and directed it to ensure 
that such instances do not happen again. "You have delayed by 
approximately 14 months the disclosure of the material event of 
filing a suit in a US court seeking $6.5 billion in damages," Sebi 
said. The company also failed to disclose the interim award dated 
October 17, 2022 in the arbitration proceedings titled 'Balaji Great 
Lotus Glory vs Eleos Finvestia Acquisition Trust & Ors' and the 
subsequent material developments in the matter, it added.In last 
January, Fortis had announced that Envesecure filed a suit against 
it and various others for alleged "copyright infringement”. PTI 

Jyoti CNC Automation IPO booked 
38.5x on last day of subscription

ABHISHEK KUMAR 
Mumbai, 11 January   

D
espite their ability to dabble 
freely in small and midcap 
stocks, the returns of flexicap 

funds over the past one year have 
paled in comparison to those of mul-
ticaps, another category that straddles 
the large, mid, and smallcap segments 
but has to commit at least 25 per cent 
allocation to each of those. 

Comparing one-year returns of 
flexicap funds with those of active 
largecap funds shows, on average, the 
former have delivered higher returns 
of only 4 percentage points.  

As of January 10, flexicap schemes 
have delivered a one-year return of 31 
per cent as against 27 per cent by large-
cap funds. 

The multicap category has gener-
ated a one-year return of 37 per cent. 
Meanwhile, the average returns for 
midcap and smallcap funds stand at 
43 per cent and 48 per cent, respec-
tively. 

Experts say these are expected, 
considering that most flexicap fund 
managers maintain over 60 per cent 
allocation in largecaps consistently. 

Further, they say flexicap returns 
tend to mirror those of largecaps, 
which themselves put in around 20 per 
cent of the corpus in midcap and 
smallcap stocks. 

“While flexicap funds can invest 
into the various market cap segments 
in any proportion, the corpus of many 
of these has been tilted towards large-
caps in the recent past. Given that 
largecap funds too have the leeway to 
go out of the largecap space, the allo-
cation to market caps could become 
similar to an extent at times,” said 
Vishal Dhawan, founder and chief 
executive officer, Plan Ahead Wealth 
Advisors. In the one-year period, the 
Nifty 50 (total return index, or TRI) has 

gone up 22.5 per cent while the Nifty 
Midcap 100 TRI and the Nifty 
Smallcap 100 TRI have gone up 52 per 
cent and 62 per cent, respectively. 

The Nifty 500 TRI, which is the 
benchmark of most flexicap schemes, 
has gone up 29 per cent, shows the 
data from Bloomberg. 

Mutual-fund officials say the rea-
son for a higher largecap allocation is 
the risk perception of flexicap funds. 
According to them, flexicap funds are 
considered a comparatively low-risk 
offer in equity.  

It is placed at second spot in risk, 
preceded by largecap funds and fol-
lowed by large and midcap funds, mul-
ticap funds, midcap funds, smallcap 
funds and thematic funds. 

“Flexicap funds are placed on the 
conservative side of the risk ladder in 
the equity space. That’s why the major-
ity of the allocation goes into large 

caps. The multicap category is where 
the allocation to different m-cap seg-
ments is more proportional,” said 
Harsha Upadhyaya, chief investment 
officer (equity), Kotak MF. 

“Flexicap schemes are perceived to 
be a comparatively low-risk product 
in the equity space. Hence, while flex-
ibility is there in terms of higher allo-
cation in midcaps and smallcaps, fund 
managers maintain a largecap bias,” 
said Chintan Haria, principal invest-
ment strategy, ICICI Prudential AMC. 

According to officials, though fund 
managers have the flexibility to invest 
in midcap and smallcaps in any pro-
portion they want, a higher allocation 
will go against the perceived risk in the 
fund. 

Flexicap funds are the biggest cat-
egory in the actively managed equity 
space with assets under management 
of ~3.27 trillion at the end of 2023.  

Most advisors recommend flexicap 
funds as the first offer in the equity 
mutual-fund space, considering a risk-
reward proportion better than other 
offers and the higher flexibility with 
the fund managers to tap the oppor-
tunities across m-cap segments and 
sectors. “For any investor with a long 
investment time frame, 50-60 per cent 
allocation in flexicap funds 
 makes sense, given that the risks are 
lower and the flexibility they have 
compared to multicap funds. The rest 
can be allocated between midcap and 
smallcap funds,” said Rushabh Desai, 
founder of Rupee With Rushabh 
Investment Services, adding that 
though flexicap funds may not have 
done much better than largecap  
funds, on average, at individual level 
there are many schemes that  
have delivered significantly higher 
returns. Markets  

end with 
minor gains
Benchmark equity indices 
ended marginally higher on 
Thursday, trimming most of 
their intraday gains, as inves-
tors remained con c erned 
over the quarterly results of 
IT behemoths TCS and 
Infosys. Awaited announce-
ments of the US inflation 
data on Thur sday and 
domestic macroeconomic 
numbers on Friday also 
forced investors to stay on 
the sidelines.  

The 30-share BSE Sensex 
climbed 63.47 points or 0.09 
per cent to settle at 71,721.18. 
During the day, it jumped 
341.76 points or 0.47 per cent 
to 71,999.47. The Nifty 
gained 28.50 points or 0.13 
per cent to 21,647.20. 

Reliance Industries, 
UltraTech Cement, Axis 
Bank, IndusInd Bank, Power 
Grid, Tata Motors, Tech 
Mahindra and TCS were the 
major gainers.  

Companies covered by 
Jefferies Financial Group in 
India will report 14%  
year-over-year growth in 
this earnings season,  
slower than a 38% jump in 
the previous quarter, a 
broker said. AGENCIES 

AJINKYA KAWALE 
Mumbai, 11 January  

SpiceJet shareholders on 
Thursday approved the issue of 
preferential equity and warrants 
to 63 major entities which 
includes Aries Opportunities 
Fund, the Mahapatra family—
Preeti and Harihara Mahapatra— 
and others.  

Preeti and Harihara 
Mahapatra will own a major stake 
in the airline; 19.95 per cent and 
1.99 per cent respectively. 
Meanwhile, Aries Opportunities 
Fund will hold 3.99 per cent share 
in the low cost carrier.  

The airline concluded its 
annual general meeting (AGM) 
with its shareholders on January 
10. Shareholders have approved 
a new allotment where 63 entities 
will cumulatively infuse ~2,241.5 
crore in SpiceJet. The airline is 
raising ~1,591.5 crore and ~650 
crore by the issuance of equity 
and warrants respectively.  This 
equity and warrants will be issued 
to 58 and five entities respectively 
on a preferential basis.  The 58 
entities will get 318.3 million 

shares in SpiceJet at a price of ~50 
per share. The other five entities 
will get 130 million shares in the 
airline at the same price. 

The total ~2,241.5 crore fund-
raise will reduce promoter Ajay 
Singh’s and related entities’  
share in the airline from 56.49 per 
cent to 38.55 per cent once the 
equity is issued to aforemen-
tioned entities.  Meanwhile, if the 
warrants issued to the other five 
entities are converted to equity, 

the shareholding will come  
down to 34.13 per cent, according 
to SpiceJet. Shareholders  
have approved the reappoint-
ment of Ajay Agarwal and Manoj 
Kumar as independent directors 
and Shiwani Singh as the  
company's director.  Elara India 
Opportunities Fund, Nexus 
Global Fund, Prabhudas Lilladher 
and Resonance Opportunities 
Fund participated in the  
fundraise. 

SpiceJet gets shareholder nod to 
raise ~2.2K cr by issuing equity

HDFC AMC Q3 
profit surges 
32% to ~488 cr 
PRESS TRUST OF INDIA 
New Delhi, 11 January  

HDFC Asset Management 
Company Ltd (HDFC AMC) on 
Thursday reported a 32 per 
cent year-on-year  
(Y-o-Y) jump in profit after tax 
(PAT) at ~488 crore for the 
three months ended 
December 2023. 

In comparison, the com-
pany had posted a PAT of 
~369.16 crore in the year-ago period, HDFC AMC said 
in a regulatory filing. 

The company’s total income surged 23 per cent Y-
o-Y to ~814.17 crore in the October-December quarter 
of the current financial year (FY24), from  
~663 crore in the year-ago period. 

During the period ended December 31, 2023, the 
asset management firm paid a final dividend of ~48 
per equity share (face value of ~5 each) for the year 
ended March 31, 2023. < 

For the nine months ended December 31, 2023, the 
company clocked a PAT of ~1,402 crore and total 
income of ~2,312.14 crore. 

HDFC AMC is an investment manager for HDFC 
Mutual Fund, one of the largest mutual funds in the 
country. 

ABHISHEK KUMAR 
Mumbai, 11 January  

Market returns this year may 
be in line with the earnings 
growth, which is expected to 
come in at 13-15 per cent, 
Aditya Birla Sun Life AMC 
said in its equity outlook  
for the ongoing year. 

“In 2023, risk was 
rewarded disproportionately, 
and we saw a strong 
rally in equity mar-
kets. Markets may 
consolidate in the 
near term, and 
returns in CY24 are 
likely to moderate. 
While large-cap 
valuations are still 
at just ~5 per cent 
premium to the 
long-term average, 
mid-and-small-cap 
valuations are 
elevated," it noted. 

The economic 
growth, the AMC said, is 
expected to be led by invest-
ments, given the govern-
ment’s capex push and 
revival in the housing sector. 
Consumption, which has 

been weak so far, should also 
improve from current low 
levels on the back of a general 
economic uptick, election-
related spending, and lower 
inflation.  

On the fixed income side, 
the fund house noted that the 
Reserve Bank of India (RBI) 
may not resort to rate cuts in 
calendar 2024 and rather look 

to ease liquidity to support 
growth. 

Pegging the fixed 
income return 

expectation at 8-9 
per cent in 2024, 
the AMC said this 
may be the right 
time to increase 
allocation in fixed 
income from a 
tactical point of 
view. On Gold, the 
AMC's view is that 
while the decline 
in real yields, 
Dollar deprecia-

tion, and continuing geopo-
litical risks should be sup-
portive for the yellow metal, 
the upside could be limited 
as these factors have largely 
been priced in.

Flexicaps fail to flex muscle as 
schemes stick to largecap bias 
Flexicap fund managers maintain over 60% allocation in largecaps consistently, say experts 

Sebi warns Fortis for delaying  
disclosures about lawsuit in US   

Mid-teen equity 
returns, no rate cut: 
Aditya Birla AMC 

%
%

Economic 
growth, the 
AMC said, is 
expected to  
be led by 
investments
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Several public sector undertakings (PSU) are now 
commanding a valuation premium to their private 
sector peers following a sharp rally at the bourses 
over the past one year—turning the market axiom 
over its head that state-owned companies should 
always be cheaper than private companies. Sample 
this—PSU metal stocks SAIL and Nalco are going at a 
premium to Tata Steel and Hindcalo on a one-year 
forward price-to-earnings multiple (P/E) basis.  

Similarly, Container Corporation of India trades 
at 36x P/E even as Adani Ports and SEZ is available at 
26.4. Barring a few, all PSUs have seen significant 
re-rating—NTPC now trades at 15x compared to just 
9x a year ago. Similarly, the P/E multiples for 
Hindustan Aeronautics is twice compared to the 
year ago levels, while Bharat Electronics and Coal 
India are 50 per cent more expensive. Among the 
key reasons for the rally in PSUs are undervaluation 
and hopes of privatisation. The latter, analysts at 
Kotak Institutional Equities (KIE) believe, could be 
“misplaced”. “We find the Street’s hopes about 
privatisation of PSUs quite misplaced given  
the issues of policy, practice and price. The 
government’s stated policy on privatisation of PSUs, 
practical issues seen in previous attempts to 
privatise PSUs and high prices of PSUs should 
provide plentiful caution against making 
privatisation as an investment thesis for PSUs,” said 
a note by KIE. SAMIE MODAK

PSU STOCKS  
ZOOM PAST 
PRIVATE PEERS 

ON THE RISE 
A number of PSU stocks are now trading 
at a premium to their private sector 
counterparts 1-year forward P/E (x)

SOARING HIGH 
Most PSUs have seen a sharp rerating 
P/E (x) — n 12-month    n 6-month  n Current

    IRCTC       Bharat        HAL          NTPC        Power       Gail          Coal       Indian       BPCL         ONGC 
                 Electronics                                        Grid         India        India          Oil 

Source: Factset, Kotak Institutional Equities

METALS & MINING 

                 SAIL                    13.4 

        Tata Steel                    13.1 

               Nalco                     14.2 

         Hindalco                 11.7 

TRANSPORTATION 

Container Corp                                        36.4 

     Adani Ports                                     26.4
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SHAREHOLDING PATTERN
Before fundraise After fundraise

Stake  
%

56.5

n Ajay Singh & related 
entities* 

n Other shareholders

Ajay Singh & 
related entities*Other shareholders

43.5

(21.94  Mahapatra family) 
19.95  Preeti Mahapatra    

1.99   Harihara Mahapatra  

Aries 
Opportunities 
Fund 3.99

38.5535.52

Stake  
%

Investor
 

The Smart The stock of Metro Brands is down 7 per cent since its 
monthly low. Metro trades at rich valuations as  
it is backed by a strong runway for growth, largely  
funded through internal sources and superior store 
economics reflected in the balance sheet and a  
healthy return ratios, says Motilal Oswal Research 

QUICK TAKE: METRO BRANDS ON A STRONG WICKET “There were some push backs  
against overly dovish rate expectations 
from New York Fed President  
John Williams. Markets will  
remain focused on economic  
data to justify rate views as  
compared to Fed’s verbal cues” 

JUN RONG YEAP 
Market Strategist, IG Asia
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