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Healthy business despite higher CoF/provision dragging PAT
= Healthy credit growth driven by corporate; deposits remained muted
due to slowdown in low-cost deposit mobilisation

= Lower other income and increased opex took a toll on PPoP, while
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Strong QoQ performance: KMB posted PAT of Rs 62.5bn (51% QoQ), including
exceptional gain of Rs 27.3bn by divesting its Kotak Mahindra General Insurance
stake to Zurich Insurance. NIl slid 1% QoQ on higher cost of fund along with lower
yield on assets due to regulatory restrictions on new CC issuance and onboarding of
clients on digital platform which are high yielding. QoQ flat ActivMoney took a toll on
cost of deposits leading to 26bps QoQ decline in NIM to 5.02%.

Lower other income and higher opex dragged PPOP: Other income decline 2%
QoQ on lower treasury gains while opex remained elevated due to rise in employee
cost (annual increment inclusive) leading to a 147bps rise in C/I ratio to 46.2%. KMB
guided for it to remain elevated with higher spends on tech (upgradation to address
regulatory issues) and branch expansion to cater to new clients. As guided, the bank
is focusing on deepening its client engagement to cross sell retail products like LAP
and CV/CE, which are high yielding. Hence, PPoP declined 4% QoQ.

Robust business growth: Deposits stayed flat QoQ due to the slowdown in low-cost
deposits (CASA declined 2.5% QoQ) mobilisation, while its fast-paced ActivMoney
also remained flat during Q1. Healthy credit growth was fuelled by growth across
segments, wherein corporate growth (7% QoQ) outpaced retail (4% QoQ). Unsecured
retail contributed 11.6% of loans, vs 11.8% in Q4FY24, and KMB retained its guidance
on unsecured retail mix in the mid-teens. We broadly retain credit/deposit growth
estimates, while on lower provision PAT estimates rise by 8%/6% for FY25/FY26.

Stable asset quality: Despite rise in stress from the unsecured retail book and MFI
book, GNPA/NNPA remained flat QoQ at 1.4%/0.35% with PCR of 75%. Credit cost
normalised to 62bps from 29bps in Q4. CAR remained healthy at 22.4%.

Maintain BUY: KMB'’s business moderation seems temporary and we expect
performance to improve hereon. We estimate RoA/ROE at 2.2%/13% over FY26 and
roll-over our SOTP-based TP to Rs 2,040 (vs Rs 2,000) set at 2.1x FY26E (Jun’26)
ABV (2.3x earlier) using the GGM. This includes Rs 699/sh as the value of
subsidiaries.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Key changes

Target Rating
4 )

Ticker/Price KMB IN/Rs 1,758
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Source: NSE | Price as of 22 Jul 2024

Key financials

YIE 31 Mar FY24A FY25E FY26E
NIl (Rs mn) 259,932 292,061 347,309
NIl growth (%) 20.6 124 18.9
Adj. net profit (Rs mn) 137,896 147,571 166,133
EPS (Rs) 69.4 742 83.6
Consensus EPS (Rs) 69.3 73.1 80.6
P/E (x) 253 23.7 210
P/BV (x) 3.6 3.0 2.6
ROA (%) 25 2.3 2.2
ROE (%) 15.3 138 13.3
Source: Company, Bloomberg, BOBCAPS Research
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Fig 1 — Quarterly snapshot: Income statement

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

(Rs mn) Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 YoY (%) QoQ (%)
Income Statement

Interest Income 82,982 86,763 92,099 94,736 97,793 178 3.2
Income on investments 20,074 21,485 22,758 24,664 25,922 291 5.1
Int. on bal. with RBI & inter-bank funds & Others 1,944 3,681 3,134 3,671 3,747 92.8 21
Interest income 105,000 111,928 117,990 123,071 127,461 214 3.6
Interest expense 42,663 48,962 52,455 53,977 59,038 384 9.4
Net interest income 62,337 62,966 65,535 69,094 68,424 9.8 (1.0)
Growth YoY (%) 327 235 15.9 13.2 9.8 (2,295bps) (346bps)
Non-interest income 26,833 23,145 22,970 29,783 29,290 9.2 (1.7)
Growth YoY (%) 115.7 184 9.4 36.2 9.2 (10,658bps) (2,707bps)
Total income 89,170 86,112 88,505 98,876 97,714 9.6 (1.2)
Growth YoY (%) 50.1 221 14.2 19.3 9.6 (4,051bps) (971bps)
Staff expenses 16,470 16,346 17,483 18,264 18,705 136 24
Other operating expenses 23,204 23,665 25,360 25,997 26,468 141 1.8
Operating expenses 39,674 40,011 42,843 44,261 45173 13.9 21
Pre-Provisioning Profit (PPoP) 49,496 46,101 45,662 54,616 52,541 6.15 (3.8)
Growth YoY (%) 77.8 29.2 18.6 175 6.2 (7,168bps) (1,137bps)
Provisions 3,643 3,666 5,791 2,637 5,785 58.8 119.3
Growth YoY (%) 14443 167.6 289.1 78.7 58.8 NA NA
Exceptional ltem - 35,199 NA NA
PBT 45,853 42,436 39,871 51,978 46,756 20 (10.0)
Tax 11,330 10,526 9,821 10,645 19,457 M7 82.8
PAT 34,523 31,910 30,050 41,333 62,498 81.0 51.2
Growth YoY (%) 66.7 23.6 76 18.2 81.0 1,435bps 6,279bps
Per Share

FV (Rs) 5 5 5 5 5 0.0 0.0
EPS (Rs) 17 16 15 21 31 80.9 52.6
Book Value (Rs) 438 453 468 487 535 221 9.9
Source: Company, BOBCAPS Research
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Fig 2 — Quarterly snapshot: Balance sheet & other metrics
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(Rs mn) Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 YoY (%) QoQ (%)
Deposits 3,862,540 4,009,629 4,086,360 4,489,538 4,474,180 15.8 (0.3)
Growth YoY (%) 220 233 18.6 23.6 15.8 (621bps) (781bps)
Advances 3,285,820 3,482,841 3,595,880 3,760,753 3,899,570 18.7 37
Growth YoY (%) 17.3 18.5 15.7 176 18.7 140bps 110bps
Investment 1,238,730 1,286,460 1,457,510 1,554,038 1,625,780 312 46
Equity 870,110 900,349 929,940 967,188 1,063,080 222 9.9
Assets 5,129,910 5,329,631 5,479,490 6,003,571 6,049,480 179 0.8
Growth YoY (%) 208 206 17.9 226 179 (284bps) (463bps)
Yield (%)
Yield on Funds 8.7 8.8 9.0 8.8 8.7 3bps (13bps)
Cost of Funds 43 47 49 47 5.0 65bps 21bps
Spread 44 41 41 41 37 (62bps) (34bps)
Net Interest Margin (calc.) 5.14 497 4.99 495 4.66 (48bps) (29bps)
Ratios (%)
Other Income / Net Income 30.1 26.9 26.0 301 30.0 (12bps) (15bps)
Cost to Income ratio 445 465 484 448 46.2 174bps 147bps
CASA ratio 49.0 483 477 455 445 (448bps) (98bps)
C/D ratio 85.1 86.9 88.0 83.8 87.2 209bps 339bps
Investment to Assets 241 241 26.6 259 269 273bps 99bps
Assets Quality
GNPA 59,092 60,872 63,017 52,748 54,772 (7.3) 3.84
NNPA 13,018 12,748 12,253 12,706 13,763 57 8.3
Provision 46,074 48,124 50,764 40,042 41,008 (11.0) 24
GNPA (%) 1.8 1.7 1.7 1.390 1.390 (38bps) Obps
NNPA (%) 04 04 0.3 0.340 0.350 (5bps) 1bps
Provision Coverage Ratio (%) 78.0 79.1 80.6 75.9 74.9 (310bps) (104bps)
Others
Branches 1,788 1,850 1,869 1,948 1,965 177 17
ATMs 3,047 3,170 3,239 3,291 3,279 232 (12)
Employees 74,560 77,145 77,937 81,232 81,941 7,381 709
Source: Company, BOBCAPS Research
Fig 3 — Broad-based credit growth at 19% YoY Fig 4 — Deposits stayed muted (16% YoY) backed by TDs
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Fig 5 — Asset growth at 18% YoY
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Fig 6 — Decline in CASA due to subdued CASA

mobilisation
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Fig 7 = NIM (calc.) declined on higher CoF Fig 8 — NIM likely to remain flat with upward biased
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Fig 9 — C/l ratio increased on employee cost; likely to

Source: Company, BOBCAPS Research

Fig 10 — Lower other income and increased opex hit

remain elevated over FY25E PPOP
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Fig 11 — Asset quality remained flat Fig 12 — Credit cost getting normalised
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Fig 13 — PAT growth supported by one-off gains from KGI Fig 14 — Return ratios remained healthy

divestment
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Earnings call highlights

Growth outlook

= KMB’s focus on risk-calibrated business growth against gross volume boost to
improve overall performance.

= Management is focusing on resolving regulatory restrictions on new credit card
(CC) issuance and the digital onboarding of clients, which hampered its margin.
While it guided for focus on client engagement to enhance the business until the
issue is resolved, it stressed it would continue to invest in branch and technology
upgradation to grab business opportunities.

Asset quality

=  Slippages stood at Rs 13.6bn (1.5% annualised) in Q1FY25 vs. Rs 13bn (1.5%
annualised) in Q4FY24.

=  Recoveries and upgrades were at Rs 5.9bn, while write-offs during the quarter
stood at Rs 5.7bn leading to a total reduction in stress of Rs 11.5bn.

=  KMB had no sale of hon-performing assets (NPAS) in the quarter.

= Credit cost stood at 62bps vs. 29bps in Q4.

EQUITY RESEARCH 5 23 July 2024
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NIl and NIM

= NIl grew 10% YoY (-1% QoQ) on higher cost of funds and lower yield on advances,
though business growth remained healthy

= Reported NIM declined 26bps QoQ to 5.02% due to the rise in cost of funds while
regulatory restrictions on issuing credit cards and online client onboarding led to
the slowdown of high-yielding assets.

Operating performance

= Other income declined 2% QoQ mainly due to lower treasury gains.
= Tech-related expenditure contributed 10% of opex.

= The KGI divestment aided PAT.

Loans

= Net advances grew 19% YoY in Q1 vs. 17% YoY in Q4. Inclusive of credit
substitutes, growth was at 20% YoY (+3% QoQ).

= The unsecured portfolio, including microfinance (MFI), constituted 11.6% of the
loan book in Q1 vs. 11.8% in Q4FY24, and the bank is comfortable growing the
book given high-risk weightage and maintained its guidance of increasing it to the
mid-teen levels.

Deposits

= Deposits grew 16% YoY (-0.3% QoQ) in Q1 due to the decline in CASA deposit.

= CASA growth was subdued at 5% YoY (-2.5% QoQ) while the term deposit book
grew 26% YoY (5% QoQ), leading to a 98bps QoQ decline in CASA ratio to 44.5%.

Subsidiaries

= Kotak Securities: PAT came in at Rs 4.0bn, compared to Rs 3.8bn in Q4FY24
and Rs 2.1bn in Q1FY24. Its market share declined to 10.1% vs. 10.5% a year ago
and 10.2% in Q4FY24.

= Kotak AMC: AAUM was up 35% YoY to Rs 4.2tn. Equity AAUM grew 61% YoY to
Rs 2.7tn, with market share of 6.6% from 6.4% in Q1FY24.

= Kotak Prime: PAT increased to Rs 2.3bn from Rs 2.2bn in Q4FY24 along with
QoQ flat NNPA of 0.9% vs. 0.9% in the year-ago period.

6 23 July 2024
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Fig 15 — Loan book distribution
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(Rs mn) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Corporate Banking 666,330 695,310 699,870 724,050 775,690 818,440 842,460 873,100 935,810
SME 205,290 211,750 231,540 221,530 233,120 245,690 258,160 272,470 281,860
Commercial Vehicles 232,460 246,040 258,140 277,860 285,260 310,460 337,510 368,330 379,410
Agriculture Finance 246,040 250,020 261,280 275,470 265,130 270,310 275,120 278,500 273,240
Tractor finance 110,150 120,150 129,860 139,090 139,160 143,760 151,560 158,020 158,000
Home loans & LAP 809,750 858,430 891,120 927,310 951,470 991,000 1,022,340 1,067,260 1,108,500
Consumer Bank WC (Secured) 264,870 274,040 289,400 303,430 299,060 330,950 337,900 359,970 375,910
PL, BL and Consumer Durables 116,160 131,970 145,420 157,730 166,920 178,620 193,100 200,490 203,170
Credit Cards 68,190 79,030 91,590 100,900 113,600 125,970 138,820 145,050 146,440
Others 45,970 50,000 55,740 65,810 71,270 75,050 82,570 94,270 93,550
Micro Finance 36,500 44,430 53,380 62,250 69,630 79,870 85,100 99,830 103,680
Loan 2,801,710 2,961,170 3,107,340 3,255,430 3,370,310 3,570,120 3,724,640 3,917,290 4,059,570
Credit substitutes 234,580 273,010 285,790 271,090 251,730 234,000 282,950 315,950 298,700
Total customer assets 3,036,290 3,234,180 3,393,130 3,526,520 3,622,040 3,804,120 4,007,590 4,233,240 4,358,270
Source: Company, BOBCAPS Research

Fig 16 — Loan book distribution (%)

Segment (%) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Corporate Banking 219 215 206 20.5 214 215 21.0 20.6 215
SME 6.8 6.5 6.8 6.3 6.4 6.5 6.4 6.4 6.5
Commercial Vehicles 7.7 7.6 7.6 7.9 7.9 8.2 8.4 8.7 8.7
Agriculture Finance 8.1 7.7 7.7 7.8 7.3 71 6.9 6.6 6.3
Tractor finance 3.6 3.7 3.8 3.9 3.8 3.8 3.8 3.7 3.6
Home loans & LAP 26.7 265 26.3 26.3 26.3 26.1 255 252 254
Consumer Bank WC (Secured) 8.7 8.5 8.5 8.6 8.3 8.7 84 8.5 8.6
PL, BL and Consumer Durables 3.8 41 43 45 4.6 47 48 47 4.7
Credit Cards 22 24 27 29 31 33 35 34 34
Others 1.5 1.5 1.6 1.9 20 20 2.1 22 2.1
Micro Finance 1.2 14 1.6 1.8 1.9 2.1 2.1 24 24
Loan 92.3 91.6 91.6 92.3 93.1 93.8 92.9 92.5 93.1
Credit substitutes 7.7 8.4 8.4 7.7 6.9 6.2 741 75 6.9
Total customer assets 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: Company, BOBCAPS Research
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Fig 17 — Loan book growth YoY
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Segment (%) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Corporate Banking 116 7.1 21 8.6 16.4 17.7 204 20.6 20.6
SME 220 16.3 248 8.4 13.6 16.0 115 23.0 209
Commercial Vehicles 201 26.2 26.6 235 22.7 26.2 30.7 32.6 33.0
Agriculture Finance 122 8.4 15.7 9.3 7.8 8.1 5.3 1.1 31
Tractor finance 18.7 248 28.2 29.2 26.3 19.7 16.7 13.6 135
Home loans & LAP 456 39.6 294 219 175 154 147 15.1 16.5
Consumer Bank WC (Secured) 258 18.7 20.3 14.7 12.9 20.8 16.8 18.6 25.7
PL, BL and Consumer Durables 77.0 81.8 69.5 56.6 43.7 353 32.8 271 217
Credit Cards 772 81.1 85.1 81.1 66.6 59.4 516 43.8 289
Others 41.0 447 438 47.7 55.0 50.1 48.1 43.2 313
Micro Finance - 120.9 103.4 90.8 79.8 59.4 60.4 489
Loan 28.8 26.0 229 20.0 203 20.6 19.9 203 20.5
Credit substitutes 31.1 276 3241 217 73 (14.3) (1.0) 16.5 18.7
Total customer assets 29.0 26.2 23.6 20.6 19.3 17.6 18.1 20.0 20.3
Source: Company, BOBCAPS Research

Fig 18 — Loan book growth QoQ

Segment (%) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Corporate Banking (0.1) 43 0.7 35 71 55 29 3.6 7.2
SME 0.4 31 9.3 (4.3) 5.2 5.4 5.1 55 34
Commercial Vehicles 34 5.8 4.9 7.6 2.7 8.8 8.7 9.1 3.0
Agriculture Finance (2.4) 1.6 45 54 (3.8) 2.0 1.8 1.2 (1.9
Tractor finance 2.3 9.1 8.1 741 0.1 3.3 5.4 43 0.0
Home loans & LAP 6.4 6.0 38 4.1 26 42 32 44 39
Consumer Bank WC (Secured) 0.2 35 5.6 48 (1.4) 10.7 21 6.5 44
PL, BL and Consumer Durables 153 13.6 10.2 8.5 5.8 7.0 8.1 3.8 1.3
Credit Cards 224 15.9 15.9 10.2 12.6 10.9 10.2 45 1.0
Others 3.2 8.8 1.5 18.1 8.3 5.3 10.0 14.2 (0.8)
Micro Finance 19.3 217 20.1 16.6 1.9 14.7 6.5 17.3 39
Loan 3.3 5.7 4.9 438 3.5 5.9 43 5.2 3.6
Credit substitutes 10.5 16.4 47 (5.1) (7.1) (7.0 209 117 (5.5)
Total customer assets 3.8 6.5 4.9 3.9 2.7 5.0 53 5.6 3.0
Source: Company, BOBCAPS Research

EQUITY RESEARCH 8 23 July 2024
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KMB delivered strong credit growth (19%/4% YoY/QoQ) during Q1FY25, outpacing
deposit (16%/-0.3% YoY/QoQ) due to the slowdown in CASA mobilisation (-2.5% Qo0Q).
Considering the current business dynamics, we broadly maintain our credit/deposit
growth estimates while expecting performance to improve from hereon and with lower
provision raise our PAT estimates by 8%/6% for FY25/FY26. We expect some
moderation in NIM over the same period (NIM calculated at 4.7% over FY25E/FY26E).

KMB is well capitalised with CAR at 22.2% (CET1 at 21.5%) as of Q1FY25 to fund
future asset growth. We expect the overall return ratio to remain healthy at 2.2% over
FY25 and at 13% over FY26, vs. earlier estimates of 2.3%/13% over the same period.

Maintain BUY: KMB'’s business moderation seems temporary in nature and we expect
performance to improve hereon. We estimate ROA/ROE at 2.2%/13% over FY26 and we
roll-over our SOTP-based TP to Rs 2,040, from Rs 2,000, set at 2.1x FY26E (Jun’26)
ABYV (2.3x earlier) using the GGM. This includes Rs 699/sh as the value of subsidiaries.
However, current price has been factored into most of the negatives and we maintain
BUY. Additionally, recent changes in top level management may pose challenges to
business dynamics and the long-term growth strategy and would be a key watchable.

Fig 19 — Revised estimates

New Old Change (%)

(Rs mn)

FY25E FY26E FY25E FY26E FY25E FY26E
Loan 4,437,688 5,196,533 4,403,841 5,156,898 08 0.8
Deposits 5,257,248 6,124,694 5,252,759 6,119,464 0.1 0.1
Assets 6,944,511 8,160,823 7,018,664 8,104,386 (1.1) 0.7
NIl 292,061 347,309 296,189 349,713 (1.4) (0.7)
PPOP 216,828 253,574 208,544 243,953 4.0 39
Provisions 23,966 33,238 24,494 32,985 (2.2) 0.8
PAT 147,571 166,133 136,933 156,961 78 5.8

Source: BOBCAPS Research

Fig 20 — Key operational assumptions

Parameter (%) FY24P FY25E FY26E FY27E
Advances Growth 176 18.0 1741 17.7
Net Interest Income Growth 20.6 124 18.9 16.8
PPoP Growth 319 10.7 16.9 133
PAT Growth 26.1 7.0 126 12.7
NIM 49 47 47 47
GNPA 14 14 13 1.3
CAR 20.6 212 20.6 20.2

Source: Company, BOBCAPS Research

9 23 July 2024



KOTAK MAHINDRA BANK

Fig 21 — SOTP valuation summary
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Business Valuation Holdings (%) Value (Rs/sh)
Kotak Bank 2.1x FY26E ABV 100 1,405
Kotak Life 2.3x FY26E EV 100 231
Kotak Prime 1.8x FY26E BV 100 124
Kotak AMC 5% FY26 AAUM 100 142
Kotak Securities 15x FY26 PAT 100 145
Others - 100 63
Holding Co. Discount 10% - (71)
Total - - 2,040
Source: Company, BOBCAPS Research

Fig 22 — Valuation assumptions

Gordon growth model (%)
Return on Equity (RoE) 15.8
Cost of Equity (Ke) 124
Growth (Period 1) 14.2
Growth (Long Term) 6.3
Initial High Growth Period (years) 10.0
Dividend Payout (Period 1) 10.0
Dividend Payout (Long Term) 60.0
Factor 1 11
Factor 2 12.2
Justified P/BV 21

Source: BOBCAPS Research

Key downside risks to our estimates are:

= reversal in credit cycle, which can lead to higher-than-anticipated deterioration in

asset quality and, thus, weaker profitability owing to higher provisions, and

= inability to manage cost of funds, which may drag the bank’s NIM as well as overall

profitability.

Company Ticker Market Cap (US$ bn) Price (Rs) Target (Rs) Rating
Axis Bank AXSB IN 47.3 1,283 1,252 HOLD
Bandhan Bank BANDHAN IN 38 198 222 BUY
Canara Bank CBKIN 124 115 140 BUY
DCB Bank DCBB IN 0.5 134 172 BUY
HDFC Bank HDFCB IN 148.0 1,643 1,872 BUY
ICICI Bank ICICIBC IN 104.2 1,241 1,272 HOLD
IDFC First Bank IDFCBKIN 6.2 78 96 BUY
Indusind Bank IIBIN 13.2 1,423 1,881 BUY
Kotak Mahindra Bank KMB IN 41.8 1,758 2,040 BUY
RBL Bank RBK IN 1.7 242 309 BUY
State Bank of India SBININ 93.5 877 969 BUY
Source: BOBCAPS Research, NSE | Price as of 22 Jul 2024
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AFS Available For Sale ICRR Incremental Cash Reserve Ratio

AUCA Advance Under Collection Account LAP Loans against Property

ARC Asset Reconstruction Company LCR Liquidity Coverage Ratio

BRDS Bills Rediscounting Scheme MCLR Marginal Cost of Funds-based Lending Rate
CASA Current Account and Savings Account MTM Mark to Market

CAR Capital Adequacy Ratio NIl Net Interest Income

CET1 Common Equity Tier 1 NIM Net Interest Margin

CcD Credit-Deposit Ratio NNPA Net Non-Performing Assets

Ci Cost-Income Ratio PCR Provision Coverage Ratio

CRB Commercial and Rural Banking PPOP Pre-Provision Operating Profit

EBLR External Benchmark-based Lending Rate PSU Public Sector Unit

ECL Expected Credit Loss RWA Risk-weighted Assets

GNPA Gross Non-Performing Assets SLR Statutory Liquidity Ratio

HFT Held for Trading SMA Special Mention Account

IBPC Interbank Participation Certificate SME Small and Medium-sized Enterprises
EQUITY RESEARCH 11 23 July 2024
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Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E YIE 31 Mar (x) FY23A FY24A FY25E FY26E FY27E
Net interest income 215,519 259,932 292,061 347,309 405,686 PIE 31.9 25.3 23.7 21.0 18.7
NIl growth (%) 28.1 20.6 124 18.9 16.8 PBV 42 36 3.0 2.6 2.3
Non-interest income 70,831 102,731 120,120 143,501 167,920 Dividend yield (%) 0.1 0.1 0.1 0.1 0.2
Total income 286,350 362,663 412,180 490,809 573,606
Operating expenses 137,870 166,788 195,352 237,235 286,310 DuPont Analysis
PPOP 148,480 195,875 216,828 253,574 287,297 YIE 31 Mar (%) FY23A FY24A FY25E FY26E FY27E
PPOP growth (%) 23.2 31.9 10.7 16.9 133 Net interest income 5.2 48 45 46 46
Provisions 4,570 15,657 23,966 33,238 39,029 Non-interest income 1.7 19 1.9 1.9 1.9
PBT 143,910 180,218 192,862 220,336 248,267 Operating expenses 3.1 3.1 3.0 3.1 32
Tax 34,517 42,321 45,291 54,203 61,074 Pre-provisioning profit 3.8 3.6 33 3.4 33
Reported net profit 109,393 137,896 147,571 166,133 187,194 Provisions 0.1 0.3 0.4 0.4 0.4
Adjustments 0 0 0 0 0 PBT 37 33 3.0 2.9 2.8
Adjusted net profit 109,393 137,896 147,571 166,133 187,194 Tax 0.8 0.8 0.7 0.7 0.7
ROA 2.8 25 2.3 22 2.1
Balance Sheet Leverage (x) 0.1 0.1 0.1 0.1 0.1
YIE 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E ROE 17.8 15.3 13.8 13.3 13.1
Equity capital 14,933 9,940 9,940 9,940 9,940
Reserves & surplus 820,270 957,248 1,160,692 1,326,825 1,514,019 Ratio Analysis
Net worth 835,202 967,188 1,170,631 1,336,765 1,523,958 YIE 31 Mar FY23A FY24A FY25E FY26E FY27E
Deposits 3,630,961 4,489,537 5257248 6,124,694 7,208,765 YoY growth (%)
Borrowings 234,163 283,681 360,275 407,111 473,063 Net interest income 28.1 20.6 124 18.9 16.8
Other liab. & provisions 198,299 263,164 156,356 292,254 309,172 Pre-provisioning profit 23.2 31.9 10.7 16.9 13.3
Total liab. & equities 4,898,625 6,003,570 6,944,511 8,160,823 9,514,958 EPS 50.5 26.0 7.0 12.6 12.7
Cash & bank balance 325,423 527,884 488,059 563,406 660,006 Profitability & Return ratios (%)
Investments 1,214,037 1,554,038 1,836,296 2,186,879 2,487,386 Net interest margin 43 49 49 47 47
Advances 3,198,612 3,760,753 4,437,688 5,196,533 6,116,319 Fees / Avg. assets 0.4 0.5 05 0.5 0.5
Fixed & Other assets 160,552 160,896 182,467 214,005 251,247 Cost-Income 48.1 46.0 474 48.3 49.9
Total assets 4,898,625 6,003,570 6,944,511 8,160,823 9,514,958 ROE 17.8 15.3 13.8 13.3 13.1
Deposit growth (%) 16.5 236 171 16.5 17.7 ROA 2.8 25 2.3 22 2.1
Advances growth (%) 17.9 17.6 18.0 171 17.7 Asset quality (%)
GNPA 1.8 14 1.4 1.3 1.3
Per Share NNPA 0.4 0.3 0.3 0.3 0.3
YIE 31 Mar (Rs) FY23A FY24A FY25E FY26E FY27E Slippage ratio 1.5 1.6 1.5 1.5 1.5
EPS 55.1 69.4 742 83.6 94.2 Credit cost 0.2 0.5 0.6 0.7 0.7
Dividend per share 1.5 2.0 22 25 2.8 Provision coverage 79.0 75.7 747 747 74.8
Book value per share 417.9 486.5 588.9 672.4 766.6 Ratios (%)
Credit-Deposit 88.1 83.8 84.4 84.8 84.8
Investment-Deposit 334 34.6 34.9 35.7 34.5
CAR 21.8 206 21.2 20.6 20.2
Tier-1 20.8 19.3 20.0 19.5 19.0
Source: Company, BOBCAPS Research
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer
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Brand Name: BOBCAPS
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CIN: U65999MH1996G01098009
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.
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Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS'’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities.
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the
date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and
the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless
BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”)
which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a
result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result
from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.
By accepting this report, you agree to be bound by the foregoing limitations.
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