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Share Holding Pattern (%) 

Sector Outlook Positive 

CMP (Rs)                            37 

Target Price (Rs)  45 

BSE code 533344 

NSE Symbol PFS 

Bloomberg PTCIF IN 

Reuters PTCN.BO 

Key Data  

Nifty 8,611 

52WeekH/L(Rs) 52/29 

O/s Shares (mn) 562 

Market Cap (Rs Bn) 21 

Average volume  

3 months 21,94,990 

6 months 16,63,490 

1 year 14,30,170 

Stock  

Face Value (Rs) 10 

Relative Price Chart 

Company Overview 

PTC India Financial Services is specialized infrastructure finance company promoted by Power trad-
ing corporation of India. PTC India holds 60% stake in the company and rest is owned by investors. 
The company is present across entire value chain in power sector. These loans are term loans, struc-
tured deals, project finance and equity investments in projects. PFS key focus areas are renewable 
energy and thermal power bust share of thermal power is now decreasing. The company also has 
equity stakes in IEX (India Energy exchange), RS wind energy, East coast energy. At the end of FY16 
company had loan assets of 8634cr  

 

Investment Rationale 

Renewable portfolio to drive growth:  

PFS has been one of major financers to renewable energy (Wind, Solar) these two forms of energy 
have shown good traction in installation and commissioning due to changes made in Government 
policies. The gestation periods for commissioning of these projects is less which leads to lesser cost 
overruns and even it is mandatory by the State electricity board (SEBs) to sign PPA’s  for renewable 
power. Hence asset starts generating revenues in shorter time (less than year) which leads to loans 
getting serviced timely. According to governments solar energy mission 100,000MW power will be 
added over next decade which in turn represents PFS which opportunity size of 10lac crore. The  
company has constantly focused on this segment and now this segment (renewable energy) repre-
sents 50% of total portfolio. Going forward this portfolio will continue to drive AUM growth. 

Asset quality pressures to reduce going forward:  

PFS witnessed a significant deterioration in its asset quality over last two years which resulted in 
gross NPA’s rising to 3.8%. This was due to asset quality issues in thermal energy portfolio. There 
was late commissioning of some projects due to coal linkage issues. These issues have now receded 
with major part of the thermal portfolio turning operational (80%) over last one year. The company had 
also made early classification of some NPA’s in renewable portfolio. These factors seem to be past for 
company and the asset quality should be stable going forward. The company has made enough provi-
sions for stressed accounts and these accounts turning operational will limit provisions to be provided 
also further there can be provision write back which can boost profits. 

Falling interest rates and higher CAR add to strength: 

PFS is expected to benefit from fall in wholesale borrowing rates as major fund raised by the company 
are wholesale in nature. The company derives dual benefit from this as its cost of funds will decrease 
which increases spreads and NIM’s and the customers interest cost reduces which leads to less ac-
counts turning stressed. PFS has CAR of 21% which provides more comfort as company can use this 
capital both for providing against bad loans and to boost loan growth. Higher CAR also reduces fre-
quent need for capital raising thus limiting equity dilution and further capital provides boost to NIM. 
There are equity investments in three assets which can be monetized when needed. PFS operates at 
comparatively low financial leverage than its peers which provides significant head room for growth 
without need of capital. 

Valuation & Outlook 

PFS presently trades 1.2 times its present book value with asset quality issues receding, strong 
growth in renewable energy portfolio and falling interest rates will drive the profits higher over next 
couple of years. Financial leverage which is at 4 can be scaled up to 6 this would drive a higher return 
on equity. Equity investment monetization and provision write-backs can provide further upside trig-
gers for the stock. We value the stock at 1.2 times its estimated book value of Rs38 for FY18, hence 
we assign BUY rating with target of Rs 45.  
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Weekly Fundamental Pick  

Source: Company, BP Equities Research 

Key Financials             

YE March (Rs. mn)   FY15  FY16  FY17E FY18E 

Net Interest Income 3,410 4,140 4,554 5,510 

Growth%   60.8% 21.4% 10.0% 21.0% 

Pre Provisioning Profits 3,760 4,430 4,962 6,093 

Growth% 60.7% 17.8% 12.0% 22.8% 

Net Profit 2,010 2,390 2,510 3,062 

Growth%   42.6% 18.1% 5.0% 22.0% 

EPS (Rs) 3.6 4.3 4.5 5.4 

Growth%   42.6% 18.9% 5.0% 22.0% 

Key Ratios             

Net Interest Margin (%) 6.6% 6.0% 4.8% 4.8% 

ROA (%) 3.3% 3.1% 2.8% 3.1% 

RoE (%) 14.4% 15.0% 13.7% 15.0% 

BV Per Share (Rs)                   25.6                  31.0                    34.3                    38.3  

Gross NPA 1.3% 3.7% 4.5% 3.6% 

Net NPA 1.0% 2.5% 3.2% 2.1% 

Valuation Ratios             

P/E (x)   10.3x 8.7x 8.3x 6.8x 

P/BV (x) 1.4x 1.2x 1.1x 1.0x 
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Disclaimer Appendix 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP Equities or any of its affiliates 
or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the 
information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any express or 
implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchant-
ability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 

BP Wealth and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in this 
report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a rea-
sonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing 
so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP Equities or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our per-
sonal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will be 
directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research analysts by 

Analyst (s) holding in the Stock :  Nil 
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