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Corporate structure simplified; legacy drag diminishing 

Piramal Finance (PIEL) completed its reverse merger with Piramal Enterprises, 

slated to be listed on stock exchanges from 7th November. With the corporate 

structure simplified, PIEL is on course to achieve steady-state profitability, 

having improved its operating performance considerably in H1FY26. The 

growth portfolio (Retail + Wholesale 2.0) witnessed healthy AUM growth (+37% 

YoY) and steady profitability (RoAUM of 1.7%) in Q2FY26, with levers for 

further improvement (cost of funds and efficiency gains). Given an elevated 

stock of provisions and monetization gains likely to add, we believe there is 

limited need for incremental provisioning toward the legacy wholesale book 

(INR54bn; 6% of AUM). While sub-par leverage (D/E at 2.6x) is likely to keep 

ROEs under check, current valuations (0.9x Mar-27 ABVPS) offer a favourable 

risk-reward. We revise our earnings estimates to factor in stronger NIMs; retain 

ADD with a revised RI-based TP of INR1,350 (1x Sep-27 ABVPS). 

▪ Simplified corporate structure: PIEL has successfully completed its reverse 

merger with Piramal Enterprises (effective date: 16-Sep-25; listing date of new 

entity: 07th November). Mr. Jairam Sridharan has been designated as the new 

MD & CEO, with Mr. Anand Piramal elevated to be the new Chairman. With 

the organizational restructuring behind, the focus is likely to incrementally 

shift to sustaining and improving the company’s operational performance. 

▪ Legacy drag nearing an end: PIEL’s efforts to unwind its stressed wholesale 

portfolio (Mar-19 peak AUM of INR514bn) are nearing fruition with the legacy 

wholesale book at ~6% of AUM and carrying adequate provisioning (7% of 

loans). With monetization gains likely in FY26-FY27E (sale of imaging 

business, AIF gains), we see limited drag on core earnings from incremental 

provisioning. 

▪ Retail portfolio scaling up steadily: PIEL has ramped up its retail portfolio at 

a blitzkrieg pace (AUM of INR747bn; FY21: INR55bn). While the retail book is 

gradually approaching steady-state profitability, PIEL is targeting a 25% mix 

of unsecured loans (H1FY26: 18%), which is likely to be margin-accretive, 

despite the handicap from elevated cost of funds. Further, productivity metrics 

have been improving steadily, which is likely to drive further efficiency gains. 

▪ “Wholesale 2.0” - so far, so good: PIEL’s incremental wholesale book has seen 

healthy growth, led by moderate competitive intensity and real estate sector 

tailwinds. While higher yields (~14%) drive strong profitability, high run-off 

rates and normalization in credit costs are likely to be key headwinds. 

▪ Muted RoE; risk-reward favorable: PIEL’s journey toward delivering 14-15% 

RoE is likely to take longer on account of a sub-optimal balance sheet structure 

and subdued leverage. RoAs are likely to inch towards 2% by FY28E, driven 

by efficiency gains and better yields. 

Financial Summary (Consolidated) 

Y/E Mar (INR bn) FY23 FY24 FY25 FY26E FY27E FY28E 

NII 38.0  29.7  31.8  40.9  55.3  67.2  

PPOP 28.3  20.7  22.8  27.9  37.1  48.2  

PAT 99.7  -16.8  4.9  15.3  22.6  29.8  

EPS (INR) 417.7  -74.9  21.5  67.9  100.1  132.3  

ROAE (%)  29.4  -5.8  1.8  5.5  7.7  9.4  

ROAA (%) 10.9  -2.0  0.5  1.5  1.8  1.9  

ABVPS (INR) 1,258  1,115  1,131  1,187  1,256  1,353  

P/ABV (x) 0.9  1.0  1.0  0.9  0.9  0.8  

P/E (x) 2.7  -15.0  52.2  16.6  11.2  8.5  

Source: Company, HSIE Research  
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Exhibit 1: Steadily declining legacy wholesale 

(Wholesale 1.0) portfolio 

 Exhibit 2: Incremental provisioning for Wholesale 1.0 

portfolio seems limited in base case scenario 

 

 

(INR bn) 
Bear  

case 

Base  

case 

Bull  

case 

AUM 54.5  54.5  54.5  

Stock of provisions 3.7  3.7  3.7  

AIF gains 6.0  7.0  8.0  

One-off gains 12.0  12.0  12.0  

Total provisions 21.7  22.7  23.7  

Haircut (%) 40% 35% 30% 

Impairment 21.8  19.1  16.3  

Annual PPoP loss 4.0  4.0  4.0  

Total provisions required 25.8  23.1  20.3  

Additional provisioning required 4.1  0.4  -3.3  
 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

Exhibit 3: Overall, AUM mix now skewed towards retail 

loans 

 Exhibit 4: Increasing share of unsecured loans in the 

retail AUM mix 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

 

Exhibit 5: Productivity metrics* (at AUM level) for PIEL 

in line with peers (Mar-25) 

 Exhibit 6: Productivity metrics* (at disbursements level) 

for PIEL in line with peers (FY25) 

 

▪  

 

Source: Company, HSIE Research | Note: *AUM adjusted for retail 

portfolio (excluding wholesale loans) 

 Source: Company, HSIE Research | Note: *Disbursements adjusted for 

retail portfolio (excluding wholesale loans) 
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Exhibit 7: Opex ratios likely to improve during FY26-

FY28E 

 Exhibit 8: Total opex to AUM gradually improving 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

Exhibit 9: Steady stress pool of the Growth portfolio 

(Retail + Wholesale 2.0) 

 Exhibit 10: Gross credit costs stabilizing  

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 
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Exhibit 11: Profitability of the Growth portfolio 

(% of avg,. AUM - annualized) 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 

Interest Income 13.7% 13.4% 13.6% 13.2% 13.4% 13.5% 13.3% 12.9% 12.8% 12.7% 

Less: Interest Expense 6.3% 6.3% 6.4% 6.7% 7.0% 7.3% 6.7% 6.5% 6.6% 6.5% 

Net Interest Income 7.3% 7.2% 7.2% 6.5% 6.4% 6.3% 6.6% 6.3% 6.2% 6.2% 

Fee & Commission 1.1% 1.3% 1.3% 1.5% 0.7% 0.7% 0.7% 0.7% 0.6% 0.6% 

Others  0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.4% 0.1% 0.1% 

Other Income 1.1% 1.3% 1.4% 1.5% 0.7% 0.7% 0.7% 1.1% 0.7% 0.7% 

Total Income 8.4% 8.4% 8.6% 8.0% 7.1% 7.0% 7.3% 7.4% 6.9% 6.9% 

Less: Operating expenses 5.6% 5.3% 5.0% 4.7% 4.5% 4.3% 4.3% 3.9% 3.9% 3.6% 

Pre-Provision Operating Profit  2.8% 3.2% 3.6% 3.3% 2.7% 2.6% 3.1% 3.5% 2.9% 3.3% 

Gross credit cost 0.8% 1.9% 1.4% 1.5% 1.6% 1.7% 2.1% 2.0% 1.5% 1.8% 

POCI recoveries & other gains 0.6% 1.0% 0.5% 0.3% 0.4% 0.2% 0.4% 0.2% 0.1% 0.1% 

Less: Net credit cost 0.2% 0.9% 0.9% 1.2% 1.2% 1.5% 1.8% 1.8% 1.4% 1.7% 

Profit Before Tax 2.5% 2.3% 2.7% 2.1% 1.5% 1.2% 1.3% 1.7% 1.5% 1.7% 
 

Source: Company, HSIE Research  

 

Exhibit 12: RoA/RoE to improve during FY26-FY28E  Exhibit 13: Muted leverage, healthy capital adequacy 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 
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Exhibit 14: Peer comparison - 2QFY26 

2QFY26 Units ABCAP LTF PEL MMFS PFL 

AUM INR bn 1,396  1,071  914  1,272  477  

Disbursements INR bn 220  189  130  135  124  

Sep-27 P/ABVPS x 2.0  2.1  0.9  1.4  3.3  

Growth (% YoY)             

AUM % 22% 15% 22% 13% 68% 

Disbursements % 14% 25% 31% 3% 96% 

Margins             

Yield on funds % 10.7% 13.1% 11.3% 12.0% 13.0% 

Cost of funds % 7.5% 6.8% 8.9% 7.3% 7.7% 

Spread % 3.3% 6.3% 2.3% 4.7% 5.3% 

NIM % 4.7% 7.8% 4.4% 6.1% 7.1% 

% Borrowings             

Banks % 42% 54% 35% 46% 54% 

NCD + CPs  % 42% 34% 47% 27% 36% 

Cost efficiency             

Cost-to-income ratio % 31% 40% 68% 38% 57% 

Opex-to-AUM ratio % 2.1% 4.1% 4.1% 3.0% 4.7% 

Repayment rate % 42% 55% 34% 27% 57% 

Asset Quality             

GS III % 1.7% 3.3% 2.4% 3.9% 1.6% 

NS III % 1.0% 1.0% 1.9% 1.9% 0.8% 

GS II % 1.3% 2.1% 2.0% 5.8% 1.3% 

PCR - Stage III % 44% 70% 29% 53% 50% 

Credit costs % 1.2% 2.5% 0.8% 2.4% 2.8% 

(% of avg. assets)             

Interest earned % 10.6% 13.0% 10.5% 12.1% 12.9% 

Interest expended % 5.9% 5.3% 6.4% 6.0% 5.9% 

Net interest income % 4.7% 7.7% 4.1% 6.1% 7.0% 

Non interest income % 0.8% 1.0% 1.3% 0.9% 1.3% 

Operating expenses % 1.9% 3.4% 3.7% 2.7% 4.8% 

Pre-provisioning profit % 3.5% 5.2% 1.8% 4.3% 3.6% 

Provisions % 1.0% 2.1% 0.7% 2.2% 2.6% 

PBT % 2.5% 3.2% 1.1% 2.2% 0.9% 

ROAA % 1.9% 2.4% 1.3% 1.6% 0.7% 

Assets/Equity x 7.3  4.8  3.6  6.0  4.8  

RoAE % 14.1% 11.3% 4.8% 9.8% 3.3% 
 

Source: Company, HSIE Research | RoA/RoE of ABCAP adjusted for subsidiaries 
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▪ Change in estimates: We tweak our FY26/FY27/FY28E earnings estimates to factor 

in higher NIMs with increasing share of unsecured loans and improving balance 

sheet structure. This is likely to be partly offset by higher-than-expected credit 

costs in the Growth portfolio. 

We maintain our ADD rating with a revised RI-based TP of INR 1,350 (implying 

1x Sep-27 ABVPS). 

 

 

 

 

 

  

Exhibit 15: Change in estimates 

(INR mn)  
FY26E FY27E FY28E 

Old New Change Old New Change Old New Change 

 AUM  1,001 1,001 0.0% 1,238 1,238 0.0% 1,494 1,494 0.0% 

NIM (%) 4.1  4.3   16 bps  4.5  4.8   25 bps  4.5  4.8   30 bps  

NII 39.4  40.9  3.9% 52.3  55.3  5.8% 63.1  67.2  6.6% 

PPOP 26.5  27.9  5.2% 34.1  37.1  8.9% 43.7  48.2  10.3% 

PAT 13.8  15.3  10.5% 22.8  22.6  -0.9% 29.8  29.8  0.1% 

Adj. BVPS (Rs) 1,178.9  1,187.4  0.7% 1,263.3  1,256.3  -0.6% 1,366.7  1,353.1  -1.0% 
 

Source: Company, HSIE Research 
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Financials 
 

Income Statement 

(INR mn) FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Interest earned 75,228  77,986  73,139  84,614  1,05,565  1,35,344  1,66,878  

Interest expended 42,251  39,943  43,439  52,819  64,652  80,060  99,667  

Net interest income 32,977  38,043  29,700  31,795  40,913  55,284  67,211  

Other income 3,881  12,881  28,645  21,505  22,721  22,461  27,325  

Total income 36,858  50,924  58,345  53,300  63,634  77,745  94,536  

Operating expenditure 12,284  22,617  37,688  30,498  35,740  40,643  46,308  

Pre-provisioning operating profit 24,574  28,307  20,657  22,802  27,894  37,102  48,228  

Non-tax provisions 8,299  52,951  34,112  17,719  26,817  16,632  20,744  

Profit before tax 16,275  -24,643  -13,455  5,083  1,078  20,470  27,484  

Share of net profit of associates and joint ventures 5,939  3,886  1,537  1,366  1,651  2,086  2,340  

Exceptional gain/(loss) -1,529  79,759  -20,866  0  12,040  0  0  

Tax expenditure 4,062  -40,684  -15,949  1,594  -529  0  0  

Profit attributable to non-controlling interests 0  0  0  0  0  0  0  

Profit after tax 16,622  99,686  -16,835  4,855  15,298  22,556  29,824  

Adjusted Profit after tax 18,152  19,927  4,031  4,855  3,258  22,556  29,824  

Source: Company, HSIE Research 

 

Balance Sheet 

(INR mn)  FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Share capital 477  477  449  451  451  451  451  

Reserves and surplus 3,54,414  3,10,113  2,64,401  2,69,361  2,81,535  3,00,936  3,28,056  

Net worth 3,68,370  3,10,591  2,65,571  2,70,960  2,83,134  3,02,535  3,29,655  

Borrowings 5,54,510  4,95,828  5,36,111  6,55,766  8,22,530  10,49,617  13,06,957  

Other liabilities and provisions 75,849  31,103  24,369  22,709  33,652  42,382  51,754  

Total equity and liabilities 9,98,729  8,37,522  8,26,050  9,49,434  11,39,316  13,94,533  16,88,366  

         

Cash and cash equivalents 71,872  46,491  44,468  62,759  32,140  34,781  53,992  

Investments 2,48,565  2,23,318  1,25,130  1,25,387  1,38,999  1,50,058  1,63,779  

Advances 4,93,180  4,63,946  5,49,434  6,57,912  8,41,296  10,59,538  12,93,844  

Fixed assets 90,268  29,969  34,065  33,088  35,735  38,594  41,681  

Other assets 94,845  73,798  72,953  70,289  91,145  1,11,563  1,35,069  

Total assets 9,98,729  8,37,522  8,26,050  9,49,434  11,39,316  13,94,533  16,88,366  

Source: Company, HSIE Research 
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Key Ratios 
 FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

VALUATION RATIOS        

EPS (INR) 69.6  417.7  -74.9  21.5  67.9  100.1  132.3  

Earnings Growth (%) 17.7% 499.7% -116.9% -128.8% 215.1% 47.4% 32.2% 

BVPS (ex reval.) (INR) 1,543  1,301  1,182  1,202  1,256  1,343  1,463  

Adj. BVPS (ex reval. & 100% cover) (INR) 1,502  1,258  1,115  1,131  1,187  1,256  1,353  

ROAA (%) 1.9% 10.9% -2.0% 0.5% 1.5% 1.8% 1.9% 

ROAE (%) 4.6% 29.4% -5.8% 1.8% 5.5% 7.7% 9.4% 

P/E (x) 16.1  2.7  -15.0  52.2  16.6  11.2  8.5  

P/ABV (x) 0.7  0.9  1.0  1.0  0.9  0.9  0.8  

P/PPOP (x) 10.9  9.5  12.2  11.1  9.1  6.8  5.3  

Dividend yield (%) 0.0% 0.0% 0.9% 1.0% 1.2% 1.1% 1.1% 

PROFITABILITY (%)        

Yield on Advances (%) 12.3% 11.7% 12.3% 12.6% 12.8% 13.0% 13.0% 

Cost of Funds (%) 8.9% 7.6% 8.4% 8.9% 8.7% 8.6% 8.5% 

Core Spread (%) 3.4% 4.1% 3.9% 3.8% 4.1% 4.4% 4.5% 

NIM (%) 4.5% 4.7% 3.9% 3.9% 4.3% 4.8% 4.8% 

OPERATING EFFICIENCY        

Cost to average AUM ratio (%) 2.2% 3.5% 5.7% 4.1% 4.0% 3.6% 3.4% 

Cost-income ratio (%) 33.3% 44.4% 64.6% 57.2% 56.2% 52.3% 49.0% 

BALANCE SHEET STRUCTURE RATIOS        

Loan growth (%) 52.1% -5.9% 18.4% 19.7% 27.9% 25.9% 22.1% 

AUM growth (%) 30.8% 0.1% 7.5% 17.4% 24.0% 23.7% 20.7% 

Borrowing growth (%) 40.8% -10.6% 8.1% 22.3% 25.4% 27.6% 24.5% 

Debt/Equity (x) 1.5  1.6  2.0  2.4  2.9  3.5  4.0  

Equity/Assets (%) 36.9% 37.1% 32.1% 28.5% 24.9% 21.7% 19.5% 

Equity/Loans (%) 74.7% 66.9% 48.3% 41.2% 33.7% 28.6% 25.5% 

Total Capital Adequacy Ratio (CAR) (%) 21.1% 30.5% 25.6% 23.6% 21.5% 18.8% 16.9% 

Tier I CAR (%) 21.1% 30.5% 25.6% 23.6% 21.4% 18.7% 16.9% 

ASSET QUALITY        

GS III (INR mn) 22,270  20,550  24,500  23,050  22,765  29,412  36,944  

NS III (INR mn) 9,980  10,380  15,160  16,080  15,550  19,434  24,739  

Slippages (%) 0.0% 1.6% 0.8% 4.2% 4.8% 2.9% 2.8% 

GS III (%) 3.6% 3.3% 3.6% 3.1% 2.5% 2.6% 2.7% 

NS III (%) 1.7% 1.8% 2.4% 2.2% 1.7% 1.7% 1.8% 

Coverage Ratio (%) 55.2% 49.5% 38.1% 30.2% 31.7% 33.9% 33.0% 

Provision/AUM (%) 1.5% 8.3% 5.1% 2.4% 3.0% 1.5% 1.5% 

Provision/Gross advances (%) 1.9% 10.4% 6.3% 2.8% 3.5% 1.7% 1.7% 

(% of average assets)        

Interest earned 8.5% 8.5% 8.8% 9.5% 10.1% 10.7% 10.8% 

Interest expended 4.8% 4.4% 5.2% 5.9% 6.2% 6.3% 6.5% 

Net interest income 3.7% 4.1% 3.6% 3.6% 3.9% 4.4% 4.4% 

Non-interest income 0.4% 1.4% 3.4% 2.4% 2.2% 1.8% 1.8% 

Operating expenses 1.4% 2.5% 4.5% 3.4% 3.4% 3.2% 3.0% 

Pre-provisioning profit 2.8% 3.1% 2.5% 2.6% 2.7% 2.9% 3.1% 

Non-tax provisions 0.9% 5.8% 4.1% 2.0% 2.6% 1.3% 1.3% 

Others 0.5% 9.1% -2.3% 0.2% 1.3% 0.2% 0.2% 

Provision for tax 0.5% -4.4% -1.9% 0.2% -0.1% 0.0% 0.0% 

ROAA 1.9% 10.9% -2.0% 0.5% 1.5% 1.8% 1.9% 

Average assets/Average equity (x) 2.5  2.7  2.9  3.3  3.8  4.3  4.9  

ROAE 4.6% 29.4% -5.8% 1.8% 5.5% 7.7% 9.4% 

Source: Company, HSIE Research 
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Rating Criteria   

BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE:  -10% to +5% return potential 

SELL:   > 10% Downside return potential 

 

 
 

Price History 
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HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail 

and/or its attachments. 

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position 

in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving 

such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 

company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other 

potential conflict of interests with respect to any recommendation and other related information and opinions. 

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages 

sustained due to the investments made or any action taken on basis of this report, including but not restricted to, 

fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the 

dividend or income, etc. 
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, 

securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities 

from time to time or may deal in other securities of the companies / organizations described in this report. As regards the 

associates of HSL please refer the website. 

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might 

have been mandated by the subject company for any other assignment in the past twelve months. 

HSL or its associates might have received any compensation from the companies mentioned in the report during the 

period preceding twelve months from the date of this report for services in respect of managing or co-managing public 

offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a 

merger or specific transaction in the normal course of business. 

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or 

third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have 

any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not 

based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued 

other reports that are inconsistent with and reach different conclusion from the information presented in this report. 

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served 

as an officer, director or employee of the subject company. We have not received any compensation/benefits from the 

subject company or third party in connection with the Research Report. 

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the 

Research team and all its activities are segregated from Research activities. The proprietary desk operates independently, 

potentially leading to investment decisions that may deviate from research views. 

HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. 

Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600 

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. 

No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI 

Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before 

investing. 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee 

performance of the intermediary or provide any assurance of returns to investors. 
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