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As we had highlighted on our note, Growth-NIM conundrum. Strain to
sustain, released on 1 April 2024), banks continue to see moderation in
incremental spread. While funding cost pressures are likely to persist
(we have already seen retail TD rates raised by a few frontline banks
during February-March 2024), the surprise is the pressure on lending
rates as well, in our view. This also reflects increased competition, and,
thus, the debate on growth vs NIM conundrum becomes more relevant.
We expect NIM pressure to sustain, and, in this context, commentary on
turning rate tables and the consequent NIM impact will dominate talks.

Likely benign outcome on asset quality

We expect overall asset quality outcome to remain benign, which is
likely to result in below normalized credit cost. Traditionally, Q4 has
been a strong recovery quarter, and we believe this quarter will be no
different, even as it may lack lumpy accounts. Although the overall trend
is strong, there are a few pockets of vulnerability, namely personal loans
and MFI; management commentary will be keenly watched. Add to this,
a few banks have provided for AIF exposure in Q3FY24 and post RBI
relaxations we may see write-backs on this front.

Outlook: sector leaders restricting valuation

Banks are at an unusual junction wherein frontline names have
underperformed. With outperformance by other private and mid-tier
PSU banks, the valuation gap between mid-tier and frontline has
narrowed. We retain our neutral stance on banks; hereafter, the risk-

reward may be tilted toward frontline peers. No significant asset quality

challenges and better growth may ensure sustained rerating for PSU
banks on earnings stability — with SBI being our top picks.
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Unlike the traditionally strong fourth quarter, we believe Q4FY24 will AU Small Finance Bank (229) (17.1) 21
_: be relatively soft, charact_erized by: 1) NIM pressure, 2) stead_y loan AXIS Bank (4.2) 10 220
E growth but softer deposit growth, and 3) cost pressures with the Bandhan Bank (203 (233 (14)
impending impact of wage hikes & pension provision for a few. That
m . . . Bank of Baroda 176 268 607
said, lower credit cost and better recovery trends (recovery from written-
m . . Federal Bank 1.4 4.7 16.4
v off) should support earnings. Among our coverage universe, we expect
PSU b : . HDFC Bank (129)  (3.0) (8.0)
()] anks to report better earnings growth than private ones, led by
(0% lower credit cost. We expect earnings discussions to be dominated by ~ !cIclBank 101 136 232
v NIM and growth outcomes. Indusind Bank (1.0) 9.1 460
. . . . Kotak Mahindra Bank 5.8 1.3 1.4
g Steady credit growth; incremental funding gap monitorable oral Mahindia Ban (>8)
(<)) Punjab National Bank 306 580 1719
\/ Banks are benefitting from better-than-expected credit growth at >16% )
= i i i State Bank of India 199 280 463
P currently, as per the latest RBI report, but the funding gap remains wide,
m . . . . . . . . City Union Bank (4.3) 14.2 15.0
with deposit growth lagging credit. While there is still some leeway in
E terms of liquidity and excess SLR for sustainable growth without diluting DCB Bank (11-9) 34210
— funding mix, deposit growth uptick is key. We are monitoring the CD ~ Karur Vysya Bank 106 389 780
(4] ratios, with private banks in the range of 85-90% & PSU at 70-75% and Note: *as on 2 April 2024; Source: Bloomberg
_Q LCR ratio, which will have a bearing on deposits. We expect lower CASA
o ratio for most banks, given higher accretion of term deposits.
—
u NIM pressure to continue

Prakhar Agarwal ° prakhar.agarwal@elaracapital.com ® +91 22 6164 8502
Kartik Solanki ® kartik.solanki@elaracapital.com ® +91 22 4204 8604

Palak Shah ® palak.shah@elaracapital.com ® +91 22 4204 8682

Elara Securities (India) Private Limited



https://u37076911.ct.sendgrid.net/ls/click?upn=u001.fnDhMbkVGFDSwes9YrA44oGSp3zAezAS0IkHs6snl2aN-2Fp8-2B0JNSJPdJfpt5dRvNJWaBVv-2BV809onfinpVdrq5s3QYvKZRdr3NnVSs7bWPaQfTZxJjSaVfdIEgQUTQl-2B7HPtwoIJVMTE-2F3dD72enpYCs9OOkdrId7m2L0AdUxC1T3OOwEyGK388NmPveB8lGKtimjGjbnNrj7Dn5jdvdtjMwYTjyfF89ttkTUxJWp-2FlACT7CSH4Tx8-2FE0kbOG9YqkeXT2X5S2HJcEd6zQ4pMO347J3eDsO6qTbe11UMNlwnFAiEoTftQysMArKL1cVJsVkFFovmTfBTGwWCtbo2-2FDw-3D-3Dx42m_S6OhNz31KA5ZPD1jVjKDO3v-2FDF9ICwDMSPKMfyszcUadnMF9YQ5d86d6F5YoPiWeraHBFvyHucpFB8XOGPFPcOjVhkLa1rDer56mfqdZ6Fo-2BuKdUqJJb3aq1vqOMtBtTorkBqzXuuMioJSGaZoo-2BnHr8-2B81P-2Fex2X-2BRGNRWZWEA66Vsv78YAZeZ6mMyW4GBst3BdB9sWR57moEETDL1K7YeFd1zj77ArnJN8t-2FT7irc-3D
https://u37076911.ct.sendgrid.net/ls/click?upn=u001.fnDhMbkVGFDSwes9YrA44oGSp3zAezAS0IkHs6snl2aN-2Fp8-2B0JNSJPdJfpt5dRvNJWaBVv-2BV809onfinpVdrq5s3QYvKZRdr3NnVSs7bWPaQfTZxJjSaVfdIEgQUTQl-2B7HPtwoIJVMTE-2F3dD72enpYCs9OOkdrId7m2L0AdUxC1T3OOwEyGK388NmPveB8lGKtimjGjbnNrj7Dn5jdvdtjMwYTjyfF89ttkTUxJWp-2FlACT7CSH4Tx8-2FE0kbOG9YqkeXT2X5S2HJcEd6zQ4pMO347J3eDsO6qTbe11UMNlwnFAiEoTftQysMArKL1cVJsVkFFovmTfBTGwWCtbo2-2FDw-3D-3Dx42m_S6OhNz31KA5ZPD1jVjKDO3v-2FDF9ICwDMSPKMfyszcUadnMF9YQ5d86d6F5YoPiWeraHBFvyHucpFB8XOGPFPcOjVhkLa1rDer56mfqdZ6Fo-2BuKdUqJJb3aq1vqOMtBtTorkBqzXuuMioJSGaZoo-2BnHr8-2B81P-2Fex2X-2BRGNRWZWEA66Vsv78YAZeZ6mMyW4GBst3BdB9sWR57moEETDL1K7YeFd1zj77ArnJN8t-2FT7irc-3D

Banking & Financials ElaraCapital

Exhibit 1: NIl growth to be soft; low credit cost to drive earnings trajectory

(INR mn) Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24E
NIl 1,160,374 1,262,071 1,324,360 1,318,368 1,373,146 1,407,067 1,434,707
Other income 359,515 430,707 463,130 455,288 464,277 469,560 474,448
Net revenue 1,519,888 1,692,778 1,787,490 1,773,656 1,837,423 1,876,627 1,909,155
Opex 709,190 758,749 973,302 830,897 912,529 928,990 974,748
PPoP 810,699 934,029 814,187 942,759 924,894 947,637 934,406
Provisions 182,387 229,948 159,840 160,963 123,779 201,719 136,688
PBT 628,312 704,081 654,348 781,796 801,115 745,918 797,718
PAT 467,452 519,705 464,393 578,570 606,748 568,902 596,369
YoY (%)

NIl 21.2 25.6 29.2 253 18.3 11.5 8.3
Other income (1.0) 19.3 17.8 84.3 29.1 9.0 24
Net revenue 15.1 239 26.0 36.5 20.9 10.9 6.8
Opex 13.4 18.1 46.3 27.4 28.7 22.4 0.1
PPoP 16.7 29.1 8.1 45.8 14.1 1.5 14.8
Provisions (39.9) 39 (30.2) (10.7) (32.1) (12.3) (14.5)
PBT 60.6 40.2 24.9 67.6 27.5 5.9 21.9
PAT 58.0 39.2 16.9 66.5 29.8 9.5 28.4
QoQ (%)

NIl 10.3 8.8 4.9 (0.5) 4.2 2.5 2.0
Other income 45.5 19.8 7.5 (1.7) 2.0 1.1 1.0
Net revenue 17.0 11.4 5.6 (0.8) 3.6 2.1 1.7
Opex 8.7 7.0 28.3 (14.6) 9.8 1.8 4.9
PPoP 253 15.2 (12.8) 15.8 (1.9) 2.5 (1.4)
Provisions 1.2 26.1 (30.5) 0.7 (23.1) 63.0 (32.2)
PBT 34.7 12.1 (7.1) 19.5 25 (6.9) 6.9
PAT 345 11.2 (10.6) 24.6 49 (6.2) 4.8

Source: Company, Elara Securities Estimate

Exhibit 2: PSU banks to continue to report better earnings in Q4

(INR mn) NIl PPoP PAT

Q4FY24E  Q4FY23 YoY (%) Q3FY24 QoQ (%) Q4FY24E Q4FY23 YoY (%) Q3FY24 QoQ (%) Q4FY24E Q4FY23 YoY (%) Q3FY24 QoQ (%)
AXSB 127,110 117,422 83 125322 14 91,092 (30,904) NM 91,412 NM| 59,444 (57,286 NM 60,711 NM
ICICIBC 189,967 176,668 7.5 186,786 1.7| 148,059 138,258 7.1 147,236 06| 103309 91218 133 102715 0.6
HDFCB 294,439 233518 261 284,713 34 238674 186209 282 236473 09 161,632 120475 342 163725 (13
KMB 66,430 61,026 89 65535 14| 46958 46,474 1.0 45662 28| 32187 34956  (7.9) 30,050 7.1
B 55992 46,695 199 52956 57| 40,792 37,528 87 40,023 19| 23042 20405 129 22979 03
Largepvt | 733938 635328 155 715312 2.6| 565,576 377564  49.8 560,807 0.9 379,615 209767  81.0 380,181  (0.1)
BANDHAN| 25029 24,718 13 25254  (0.9) 16,184 17957  (9.9) 16553  (22) 8069 8083  (02) 7.327 10.1
AUBANK 13591 12,132 120 13249 26| 6151 5709 77 6571  (64) 3560 4246 (162) 3752  (5.1)
FB 21,256 19,093 113 21,234 0.1 12843 13346  (38) 14373 (106) 9085 9,026 06 10067  (9.8)
KVB 9.654 8926 82 10013  (36) 6307 7391 (147) 6759  (67)| 3916 3378 159 4116 (4.9
DCBB 4761 4860  (20) 4740 04 2041 2439 (163) 2115  (35) 1236 1422 (131) 1266 (24
CUBK 5489 5143 67 5159 64| 3924 4170  (59) 3,640 78| 2641 2180 211 2530 44
Mid-sized 79779 74,871 6.6 79,648 0.2 47450 51,012 (70) 50,012  (5.1) 28506 28336 0.6 29059 (1.9)
SBIN 406,174 403,925 06 398,157 20| 186336 246212  (243) 203361  (84)| 122227 166946 (268 91,640  33.4
BoB 112240 115249  (2.6) 111,013 1.1 74135 80729  (82) 70,151 57| 43980 47,753  (7.9) 45793  (4.0)
PNB 102,564 94,988 80 102928  (0.4) 60910 58671 38 63307  (3.8) 22041 11591 902 22228 (0.8
PSU 620,979 614,161 1.1 612,099 15| 321,380 385,611 (16.7) 336,819  (4.6) 188,248 226290 (16.8) 159,661 17.9
Total 1,434,696 1,324,360 8.3 1,407,058 2.0 934,406 814,187 148 947,637  (1.4] 596,369 464,393  28.4 568,902 48

Source: Company, Elara Securities Estimate
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Promising credit growth but sustainability is key

The recent RBI report on the banking system states credit growth of ~16.5% YoY (excluding the merger impact). This can
be attributed to: 1) higher working capital demand, 2) bond market substitution, and 3) sustained strong retail demand.

Looking at various segments, growth was supported by retail at 18.1% YoY, services at 21.2% YoY, and agriculture at
20.1% YoY, even as industry growth of (sub-9.0% YoY) remains elusive.

Industry growth remains soft at sub-10% YoY with most growth is supported by micro and medium segments while large
industries growth remains muted. We remain watchful of this development as the corporate capex cycle is yet to pick up.
We expect large industry credit growth to improve once the private capex cycle picks up, which we believe is still some
time away.

Retail growth sustains momentum at 18%-plus. Interestingly, the retail portion in the unsecured personal loans portfolio
remains strong, even as credit card and consumer durables portfolios see moderation. Despite regulatory intervention,
sectors sustain growth, and we continue to monitor this trend closely. Meanwhile, housing saw steady growth. Among
Other segments, education sees robust growth, which warrants further scrutiny, while gold and vehicular loans were
steady.

Exhibit 3: Credit growth retains momentum, better than our expectations
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Exhibit 4: Retail and services key growth drivers
INR bn Post HDFC Merger Share (%) MoM Growth (%)
Jul-23  Aug-23 Nov-23 Dec-23 Jan-24 Feb-24 Dec-23 Jan-24 Feb-24 |Dec-23 Jan-24 Feb-24
Non-food credit 147,824 149,008 155,803 159,182 159,991 161,669 100.0 100.0 100.0 2.2 0.5 1.0
Agriculture 17,868 17,961 19,312 19945 20,125 20,356 12.5 12.6 12.6 3.3 0.9 1.1
Industry 33,651 34,079 36,009 36,648 36,541 36,691 230 228 227 1.8 (0.3) 0.4
- Micro & Smaill 6,134 6,218 6,895 7,041 7,126 7,870 4.4 4.5 4.9 2.1 1.2 10.4
- Medium 2,546 2,557 2,838 2,905 2,923 3,051 1.8 1.8 1.9 24 0.6 4.4
- Large 24,971 25303 26,276 26,702 26,492 25,770 16.8 16.6 15.9 1.6 (0.8) (2.7)
Services 39,049 39,432 42,648 44,061 44,206 44927 277 27.6 278 33 0.3 1.6
“Wholesale Trade (other than 4208 4032 4574 4715 4858 5314 30 30 33 31 30 94
food procurement)
-Commercial Real estate 4,073 4,088 4,287 4,362 4,384 4,423 2.7 2.7 2.7 1.7 0.5 0.9
-NBFCs 13,772 13,834 14,938 15208 15,033 15,149 9.6 9.4 9.4 1.8  (1.1) 0.8
Retail credit 47,318 47,701 50,565 51,754 52,179 52678 325 326 326 24 0.8 1.0
-Mortgages 24,282 24,563 25,941 26,403 26,603 26,828 16.6 16.6 16.6 1.8 0.8 0.8
-Vehicle loans 5,294 5,340 5,648 5,833 5773 5,821 3.7 3.6 3.6 33 (1.0) 0.8
-Credit Card 2,136 2,179 2,447 2,519 2,585 2,581 1.6 1.6 1.6 2.9 2.6 (0.2)
-Other retail 12,245 12,201 12,964 13,331 13,550 13,712 8.4 8.5 8.5 2.8 1.6 1.2

Source: RBI, Elara Securities Research
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Exhibit 5: We expect stronger credit growth for our coverage universe

(INR mn) Loan book (INR bn) QoQ (%) YoY (%)
Q4 Qi Q2 Q3 Q4 Q4 Qi Q2 Q3 Q4 Q4 Ql Q2 Q3 Q4
FY23  FY24 FY24 FY24 FY24E| FY23 FY24 FY24 FY24 FY24E| FY23 FY24 FY24 FY24 FY24E
HDFCB 16,006 16,157 23,312 24,461 25,439 6.2 0.9 44.3 4.9 4.0 16.9 15.8 57.5 62.3 58.9
ICICIBC 10,196 10,576 11,105 11,538 11,942 4.7 3.7 5.0 3.9 3.5 18.7 18.1 18.3 18.5 17.1
AXSB 8453 8585 8973 9323 9,707 10.9 1.6 4.5 3.9 4.1 19.4 22.4 22.8 223 14.8
KMB 3,199 3286 3,483 3596 3,749 2.9 2.7 6.0 3.2 4.2 17.9 17.3 18.5 15.7 17.2
1IB 2,899 3,013 3,155 3271 3,398 6.3 3.9 4.7 3.7 3.9 21.3 21.5 213 19.9 17.2
Largepvt | 40,753 41,617 50,029 52,188 54,234 75.7 2.1 20.2 43 3.9 96.2 95.9 1250 125.0 33.1
BANDHAN | 1,091 1,032 1,076 1,159 1,217 11.6 -5.5 4.3 7.7 5.0 9.8 6.7 12.3 18.6 11.6
AUBANK 584 629 650 667 714 5.1 7.6 3.4 2.6 7.0 26.7 29.2 25.7 20.0 222
FB 1,744 1,835 1,928 1,992 2,072 3.7 5.2 5.1 33 4.0 20.4 21.0 19.6 18.4 18.8
KVB 642 670 704 727 744 3.4 4.3 52 3.2 2.4 12.8 13.7 15.2 171 16.0
DCBB 344 355 373 390 409 4.3 3.2 5.1 4.5 5.0 18.2 19.0 19.1 18.2 18.9
CUBK 440 424 437 440 460 2.2 -3.6 3.0 0.8 4.4 6.8 3.6 2.3 2.3 4.5
Mid-sized 4845 4,944 5,169 5375 5616 5.4 2.0 4.6 4.0 4.5 16.0 15.9 16.4 17.0 15.9
SBIN 31,993 32350 33,452 35,195 37,060 4.6 1.1 34 5.2 5.3 17.0 14.9 13.3 15.1 15.8
BoB 9,410 9,635 9980 10,241 10,651 5.6 2.4 3.6 2.6 4.0 21.1 20.5 19.3 15.0 13.2
PNB 8,308 8,637 8899 9164 9485 3.8 4.0 3.0 3.0 35 14.1 16.3 15.1 14.5 14.2
PSU 49,711 50,622 52,331 54,601 57,196 4.7 1.8 34 4.3 4.8 17.3 16.2 14.7 15.0 15.1

Source: Company, Elara Securities Estimate
Credit-deposit growth gap remains wide

The RBI in its latest print saw steady credit accretion — credit growth of 16.5% YoY and 14.6% YTD. On the other hand,
deposit accretion remains a challenge. With sharper credit growth, the CD ratio (incremental) rose further to 99.6% and
remains to be monitored amid the RBI caution.

On credit growth, there are a few aspects to monitor: the CD ratio with the incremental number being higher, regulator
nudge around CD and deposit growth are likely to remain a challenge — we may see credit growth softening and
converging toward deposits. The systemic credit-deposit ratio remains elevated at ~78% (adjusted for merger) along with
the incremental CD ratio at ~100% levels. Given the RBI has raised concerns about high CD ratios, PSU will be better off
than private banks as they operate as 70-75% levels compared to 85-20% for private ones.

The LCR has decreased for most banks, thereby indicating limited levers for the banks. With private banks in the range of
110-130%, they have limited headroom for allocation of surplus liquidity compared to PSU with higher LCR for utilization
to support margin. While there are some banks that can utilize excess SLR, an uptick in deposit growth will be key
monitorable in the near term, in our view.

Exhibit 6: Credit-deposits growth gap remains wide

(INR bn) Deposits Credit  Deposits YoY (%) Credit YoY (%)
FY14 77,394 60,131

FY15 85,856 65,647 10.9 9.2
FY16 93,787 72,777 9.2 10.9
FY17 108,052 78,819 15.2 8.3
FY18 114,750 86,507 6.2 9.8
FY19 125,726 97,674 9.6 12.9
FY20 135,710 103,719 7.9 6.2
Fy21 151,132 109,516 11.4 5.6
FY22 164,653 118,913 8.9 8.6
FY23 180,439 136,752 9.6 15.0
RBI Latest print* 203,096 157,818 13.1 16.5

Note: *as on 8 March 2024 from the RBI Fortnightly Data; Source: RBI, Elara Securities Research
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Exhibit 7: Rising CD ratio (incremental running high...

(%) CD ratio (%) Incremental CD ratio (%)
FY14 77.7

FY15 76.5 65.2
FY16 77.6 89.9
FY17 72.9 42.4
FY18 75.4 114.8
FY19 77.7 101.7
FY20 76.4 60.5
FY2i 72.5 37.6
FY22 72.2 69.5
FY23 75.8 113.0
RBI Latest print * 77.7 95.0

Note: *as on 8 March 2024 from the RBI Fortnightly data

Source: RBI, Elara Securities Research

Exhibit 8: ...and excess SLR in the system gives banks some leeway, as we monitor incremental funding gap
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Note: *as on 8 March 2024 from RBI Fortnightly data; Source: RBI, Elara Securities Research

Exhibit 9: High liquidity buffers for PSU; large private banks LCR in the range of 110-127%

Retail deposits as per

Coverage (Q3FY24) LCR ratio (%) LCR (%) CD ratio (%)
HDFCB* 109.8 60.9 110.5
ICICIBC 118.0 58.1 86.6
AXSB 118.5 55.7 92.8
KMB 126.9 58.2 88.0
1B 122.0 42.5 88.7
BANDHAN 157.9 56.0 98.7
AUBANK 123.0 46.1 833
FB 119.9 69.2 83.1
KVB 228.6 65.2 84.9
DCBB 127.5 62.4 82.7
CUBK 264.4 68.4 83.5
SBI 137.8 67.3 73.9
BoB 137.0 59.2 82.2
PNB 136.9 67.2 69.2

Note: *Includes merger impact; Source: Company, Elara Securities Research
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Exhibit 10: Deposit growth remains a challenge

(INR mn] Deposits (INR bn] QoQ (%) YoY (%)

Q4 Qi Q2 Q3 Q4 Q4 Qi Q2 Q3 Q4 Q4 Qi Q2 Q3 Q4

FY23 FY24 FY24 FY24 FY24E| FY23 FY24 FY24 FY24 FY24E FY23 FY24 FY24 FY24 FY24E
HDFCB 18834 19,131 21,729 22,140 23247 8.7 16 136 19 50 208 192 298 277 234
ICICIBC 11,808 12,387 12,947 13,323 13,696 52 4.9 45 2.9 28 109 179 188 187 160
AXSB 9469 9,417 9,556 10,049 10451 116  (0.6) 15 5.2 40 152 172 179 185 104
KMB 3631 3863 4010 4086 4,189 53 6.4 38 1.9 25 165 220 233 186 154
B 3364 3470 3595 3688 3817 3.4 32 36 2.6 35 146 146 138 134 135
Largepvt | 47,107 48268 51,837 53286 55399 7.7 2.5 7.4 2.8 40 163 184 230 218 176
BANDHAN 1,081 1,085 1,121 1,174 1221 5.7 0.4 33 4.8 40 122 166 128 148 130
AUBANK 694 693 727 801  845| 135  (0.1) 49 102 55/ 319 269 247 311 218
FB 2134 2225 2329 2396 2464 59 43 4.7 2.9 28 174 213 231 190 155
KVB 766 807 831 857 883 0.6 53 2.9 EX 30, 119 134 132 125 152
DCBB 412 430 455 471 487 4.4 43 58 36 33, 189 226 231 193 180
CUBK 524 517 527 527 548 48  (14) 2.1 0.0 3.9 9.9 5.9 5.7 55 45
Midsized = 5611 5757 5989 6226 6,447 5.8 2.6 4.0 4.0 35 165 184 181 174 149
SBIN 44,238 45312 46,892 47,622 48813 5.0 2.4 35 16 25 92 120 119 130 103
BoB 12,037 11,999 12,496 12,453 12,832 47  (03) 41 (03 30, 151 162 146 8.3 6.6
PNB 12812 12979 13,099 13,235 13433 5.8 13 0.9 1.0 15 118 142 9.8 9.3 4.9
PSU 69,086 70,291 72488 73310 75,078 5.1 1.7 3.1 1.1 24| 106 131 120 115 8.7

Source: Company, Elara Securities Estimate
Growth-NIM conundrum: strain to sustain

The latest print by the RBI does indicate continued moderation in incremental spread, which implies sustained NIM strain.
Interestingly, looking at the trend, moderation has been rather swift for private banks, with incremental spread dropping
more than PSU banks. Delving deeper, the drop seems to stem more from lending pressure in private banks than just
funding cost. This further could result in lower spread on an outstanding basis, which may be reflected in sustained NIM
pressure in the near term.

Given the liquidity position, funding cost remains a challenge for most lenders. For the data reported, we saw a sticky rise
in weighted average term deposit rates (WATDR) on fresh deposits. In terms of recent rate changes, large private banks,
namely HDFC Bank, ICICI Bank, and Axis Bank raised rates in the 1-3-year bucket in February, the impact of which may
be visible in the ensuing months. Add to that, Kotak Mahindra Bank has raised rates on retail TD in March, which indicates
that strain on deposit mobilization and funding cost challenges may persist in the near term.

Looking at the weighted average lending rate (WALR) on fresh loans, there has been a decline, especially for private
banks. This to an extent also reflects increased competition; thus, the debate on growth vs NIM conundrum becomes
more relevant. With change in composition of the book - 80%-plus of the floating rate book linked to EBLR for private
banks (vs sub-50% three years ago), the turning rate tables and consequent impact become more relevant. In this context,
proportion of the floating book linked to EBLR is lower for PSU banks at sub-40%, which may benefit during the onset of
the new rate cycle.

Exhibit 11: Spread compresses as funding cost challenges create NIM pressure
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Exhibit 12: Retail — TD hikes (1-3 year bucket) — frontline banks have raised rates in recent months

Retail Term Deposits - Max (1-3 Year) Wholesale Term Deposits - Max (up to 1 Year)
Banis Mar23|  Feb-24| Mar24 MoM (bp) YOY &(TJS Mar23  Feb24  Mar24 MoM [bp) YOY & (Tg‘?)
Large private banks
HDFC Bank 7.00 7.25 7.25 0.00 25.00 6.75 6.75 6.75 0.00 0.00
ICICI Bank 7.00 7.20 7.20 0.00 20.00 6.75 6.85 6.85 0.00 10.00
Axis Bank 7.15 7.20 7.20 0.00 5.00 6.75 6.85 6.85 0.00 10.00
Kotak Mahindra Bank 7.20 7.25 7.40 - 20.00 7.00 7.00 7.00 0.00 0.00
Indusind Bank 7.75 7.75 7.75| 0.00| 0.00 7.25 7.25 7.25 0.00 0.00
Other Private Banks
Bandhan Bank 7.25 7.25 7.25 0.00 0.00 8.10 7.80 7.80 0.00 (30.00)
Federal Bank 6.80 7.50 7.50 7.70 7.75 7.70 (5.00) 0.00
IDFC First Bank 7.75 7.75 7.75 7.20 7.65 7.85 ;
RBL Bank 7.40 8.10 8.10 NA NA NA NA NA
Yes Bank 7.25 7.50 7.50 0.00 25.00 7.55 7.65 7.65 0.00 10.00
Karur Vysya Bank 7.00 7.00 7.00 0.00 0.00 7.05 7.25 7.25 0.00 20.00
DCB Bank 7.80 8.00 8.00 0.00 20.00 NA 6.75 6.75 0.00 NA
City Union Bank 6.95 7.00 7.00 0.00 5.00 NA 7.10 7.10 0.00 NA
Small Finance Banks
£ small Finance 7.68 8.00 8.00 000/ 3250 NA NA NA NA NA
Public Sector Banks
State Bank of India 6.90 7.00 7.00 0.00 10.00 6.25 6.75 6.75 0.00 i
Bank of Baroda 6.75 7.25 7.25 0.00 7.75 7.45 7.45 0.00 (30.00)
Punjab National Bank 6.90 7.25 7.25 0.00 35.00 6.75 7.00 7.00 0.00 25.00
Canara Bank NA 7.25 7.25 0.00 NA NA 7.25 7.25 0.00 NA

Source: Company, Elara Securities Research

Exhibit 13: Higher proportion of floating rate loans for private banks could entail impact on turning rate tables

Month (%) SCB (%)
Base rate MCLR EBLR Others

Jun-20 9.9 75.4 12.5 22
Sep-20 9.0 70.3 18.5 22
Dec-20 8.1 65.4 24.6 1.9
Mar-21 6.4 62.3 29.5 1.8
Jun-21 6.2 58.9 33.1 1.8
Sep-21 5.9 56.5 358 1.8
Dec-21 5.4 53.6 39.3 1.7
Mar-22 4.9 48.6 44.0 25
Jun-22 4.3 46.5 46.9 23
Sep-22 3.8 46.5 47.6 2.1
Dec-22 3.4 46.1 48.3 22
Mar-23 3.1 45.4 49.6 1.9
Jun-23 2.9 44.8 50.2 2.1
Sep-23 25 40.1 55.5 1.9

Source: RBI, Elara Securities Research
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Exhibit 14: NIM pressure to sustain in the near term

NIM Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24E
HDFCB 3.88 4.07 3.92 3.80 3.70 3.30 3.29
ICICIBC 4.34 4.65 4.82 4.76 4.58 4.50 4.43
AXSB 3.55 3.81 3.70 3.65 3.73 3.66 3.56
KMB 4.71 4.99 5.11 4.97 4.82 4.85 4.79
1B 4.11 4.13 4.14 4.21 4.30 4.38 4.33
BANDHAN 7.00 6.50 7.30 7.30 7.20 7.20 7.20
AUBANK 8.48 8.20 7.91 7.55 7.28 7.37 7.06
FB 3.05 3.21 2.99 2.87 2.93 2.91 2.90
KVB 3.86 4.06 3.98 3.88 3.79 3.98 3.74
DCBB 3.57 3.69 3.80 3.51 3.38 3.23 3.25
CUBK 3.57 3.38 3.08 3.12 3.19 3.02 3.14
SBI 2.75 2.89 2.98 2.81 2.78 2.70 2.69
BoB 3.10 3.17 3.23 3.00 2.89 2.90 2.87
PNB 2.45 2.64 2.65 2.58 2.66 273 2.67

Source: Company, Elara Securities Estimate

Exhibit 15: NIM pressure to entail impact on NIl growth more on mid-sized banks

(INR mn) NI (INR mn) QoQ (%) YoY (%)

Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24E | Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24E |Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24E
HDFCB 233518 235991 273,852 284,713 294,439 1.6 1.1 16.0 4.0 34| 237 211 303 239 26.1
ICICIBC 176,668 182,265 183,079 186,786 189,967 73 32 0.4 2.0 17| 402 380 238 134 75
AXSB 117,422 119,588 123,146 125322 127,110 25 18 3.0 1.8 14| 331 274 18.9 9.4 83
KMB 61,026 62337 62,966 65535 66,430 8.0 2.1 1.0 4.1 14| 350 327 235 15.9 8.9
B 46,695 48671 50,767 52956 55992 3.9 4.2 43 43 57 172 180 180  17.8 19.9
Largepvt | 635328 648,851 693,811 715312 733,938 4.0 2.1 6.9 3.1 26| 302 275 249 1741 155
BANDHAN = 24718 24906 24,434 25254 25029 18.8 08 (1.9 34 (09 (27) (09 1.4 214 13
AUBANK 12,132 12462 12490 13249 13591 52 2.7 0.2 6.1 26| 295 277 153 14.9 12.0
FB 19,093 19,186 20,564 21,234 21,256 (2.4) 0.5 7.2 33 0.1 252 196 16.7 85 11.3
KVB 89258 8970.7 9153.8 10012.9 9654.173 0.4 0.5 2.0 9.4 (3.6)| 257 203 114 126 8.2
DCBB 4859.5 4707.2 4757.1 4739.9 4761.193 90  (3.1) 1.1 (0.4) 04| 277 259 15.7 63 (2.0)
CUBK 5142.554 5225937 5384.225 5159.26 5488.777 |  (7.5) 16 30 (42) 6.4 27 (04) (52] (7.2) 6.7
Mid-sized 74871 75458 76783 79648 79,779 5.7 0.8 1.8 37 02 136 120 123 125 6.6
SBIN 403,925 389,050 395000 398,157 406,174 61  (37) 15 0.8 20 295 247 12.3 4.6 06
BoB 115249 109,967 108307 111,013 112,240 65  (46] (1.5 25 11 338 244 6.4 2.6 (2.6)
PNB 94,988 95043 99,229 102,928 102,564 35 0.1 4.4 37 (0.4) 300 260 200 121 8.0
PSUs 614,161 594,059 602,536 612,099 620,979 58 (3.3 1.4 1.6 15| 304 249 124 5.4 1.1

Source: Company, Elara Securities Estimate
Cost structure to be elevated with impending impact of pension & wage hikes and sustained investment

Banks would see higher cost structures as they continue to invest in franchises and building digital ecosystems. Also, for
PSU banks, key monitorable will be wage hike provisions and pension liability settlements based on actuarial valuation.

Along with higher acquisition cost and spiked business, Q4FY24 cost structure may remain elevated.
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Exhibit 16: Elevated cost metrics — banks will continue to investment in franchises and impact of wage & pension

(%) Cost to Income Ratio (%) Cost to Asset (%)
Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24E Q4FY23 QI1FY24 Q2FY24 Q3FY24 QA4FY24E
HDFCB 42.0 42.8 40.4 40.3 40.8 22 2.2 1.8 1.8 1.8
ICICIBC 39.2 40.2 40.9 40.6 40.8 2.3 23 2.3 2.3 22
AXSB 118.6 48.3 50.2 49.5 50.5 6.0 25 2.6 2.6 2.6
KMB 43.9 44.5 46.5 48.4 48.4 3.0 3.1 3.0 3.1 3.1 (7
1IB 45.0 45.9 47.3 48.0 48.4 2.7 28 29 3.0 2.8 -
BANDHAN 42.1 45.7 46.9 46.1 47.0 34 35 37 3.6 - ' E
AUBANK 63.1 65.0 61.3 63.0 66.7 43 44 43 44 4.6 E
FB 49.5 50.9 52.5 51.9 57.0 2.0 2.0 2.0 2.1 23 m
KvB 429 47.3 49.1 50.3 52.5 25 2.5 2.5 2.7 2.7 c
DCBB 59.9 63.9 63.9 64.6 65.9 2.8 27 2.6 2.6 2.8 R
CUBK 41.2 42.0 46.3 48.6 47.4 1.8 1.8 2.0 2.0 2.0 m
SBIN 547 50.4 61.4 60.3 64.3 22 1.9 2.1 2.1 22 ‘6
BoB 46.1 45.4 46.5 49.6 48.8 1.9 1.8 1.8 1.8 1.8 m
PNB 54.6 53.9 52.0 51.2 52.7 1.9 1.9 1.8 1.7 1.8 :
Source: Company, Elara Securities Estimate . c
——
Exhibit 17: Opex may continue to be on the higher side :
Opex (INR mn) QoQ (%) YoY (%] m
(INR mn) Q4FY23 QI1FY24 Q2FY24 Q3FY24 Q4FY24E Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24E |Q4FY23 QI1FY24 Q2FY24 Q3FY24 Q4FY24E m
HDFCB 134,621 140,569 153,992 159,611 164,399 8.0 41 9.5 3.6 3.0 326 339 37.2 28.1 22.1
ICICIBC 89,280 95,226 98,553 100,520 102,149 8.6 6.7 35 2.0 1.6 26.7 259 20.8 22.3 14.4
AXSB 197,279 82317 87,168 89,457 93,036 NM (58.3) 5.9 2.6 4.0 NM 26.7 B72) 30.6 NM
KMB 36,415 39,674 40,011 42,843 44,129 (2.9) 8.9 0.8 7.1 3.0 26.2 25.6 14.8 14.2 212
1IB 30,672 32,468 34,776 36,893 38,266 6.1 5.9 7.1 6.1 3.7 19.9 220 245 27.6 248
Large pvi | 488267 390254 414499 429324 441978 429 (20.1) 6.2 3.6 29 67.1 284 285 256 19.5)
BANDHAN | 13,053 13,134 14,002 14,152 14,345 9.5 0.6 6.6 1.1 1.4 328 283 254 18.8 9.9
AUBANK 9,753 10,153 10,267 11,175 12,294 9.4 4.1 1.1 8.8 10.0 27.4 37.0 234 253 26.0
FB 13,086 13,487 14,624 15486 17,020 7.6 3.1 8.4 5.9 9.9 9.8 244 26.2 27.3 30.1
KvB 5,543 5818 6,164 6,832 6,960 7.1 5.0 59 10.8 1.9 16.9 239 25.6 32.0 25.6
DCBB 3,643 3,690 3,725 3,862 3,939 4.9 1.3 1.0 37 2.0 328 22.9 13.7 11.2 8.1
CUBK 2,922 2,998 3,339 3,448 3,536 34 2.6 11.4 33 25 10.8 1.5 17.2 21.9 21.0
Mid-sized 48001 49279 52121 54954 58094 7.9 2.7 58 54 57 214 259 238 236 21.0
SBIN 297,328 256,717 308,740 309,386 336,168 223 (13.7) 20.3 0.2 8.7 27.3 237 346 27.2 13.1
BoB 69,180 64,946 69,821 68,967 70,655 12.7 (6.1) 75 (1.2) 2.4 258 18.2 17.0 12.4 2.1
PNB 70,527 69,701 67,348 66,359 67,853 37 (1.2) (3.4) (1.5) 23 57.1 483 213 (2.4) (3.8)
PSUs 437,035 391,364 445909 444712 474676 173 (105 13.9 [10.3) 6.7 31.0 26.5 294 19.4 8.6

Source: Company, Elara Securities Estimate
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Asset quality outcome to be benign

We expect overall asset quality outcome to remain benign, which will result in below normalized credit cost. Traditionally
Q4 have been a strong recovery quarter, and we believe this quarter will be no different, as we may lack lumpy accounts
as was the case in the previous quarters. Although the overall trend will continue to be robust, there are a few pockets
of vulnerability, namely personal loans, and MFI; management commentary will be keenly watched. Add to that, a few
banks have provided for AIF exposure in Q3FY24 and post RBI relaxation, we may see write-backs.

Exhibit 18: Curtailed slippages, better recoveries may pull down GNPL; NNPL to dip further on strong coverage

(%) GNPL (%) NNPL (%) PCR (%)
Q4 Qi Q2 Q@3 a4 o4 ai Q2 Q3 Q4 Q4 Qi Q2 Q3 Q4
FY23 FY24 FY24 FY24 FY24E| FY23 FY24 FY24 FY24 FY24E| FY23 FY24 FY24 FY24 FY24E
HDFCB 112 1.3 13 00 03 03 04 03 00 759 744 739 758 -
ICICIBC 28 28 25 23 22 05 05 04 04 00 829 826 827 809 1000
AXSB 20 20 1.7 1.6 15 04 04 04 04 03 807 791 792 772 76.7
KMB 18 1.8 1.7 1.7 16, 04 04 04 03 04 792 774 785 803 74.7
1B 20 19 1.9 1.9 18 06 06 06 06 05 702 701 705 703 69.6
BANDHAN| 49 68 73 70 68 12 22 23 22 00 760 678 683 685 1000
AUBANK 17 1.8 1.8 1.9 19 05 06 06 06 06 700 654 670 670 68.0
FB 24 24 23 23 22 07 07 06 06 07 708 710 717 721 69.5
KVB 23 20 1.7 1.6 15 07 06 05 04 04 674 704 728 734 71.7
DCBB 32 33 34 34 34 10 12 1.3 1.2 12| 674 635 619 644 64.2
CUBK 44 49 47 45 41 24 25 23 22 20 460 489 498 510 52.0
SBIN 28 28 26 24 23 07 07 06 06 06| 759 743 749 736 75.4
BoB 38 35 33 31 28 13 08 08 07 07 646 778 771 773 745

Source: Company, Elara Securities Estimate

Exhibit 19: Credit cost to be controlled and moderate toward longer-term average

Credit cost (%) QIFY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24E
HDFCB 0.92 0.90 0.75 0.69 0.71 0.59 0.71 0.42
ICICIBC 0.52 0.72 0.94 0.65 0.50 0.21 0.37 0.34
AXSB 0.21 0.31 0.77 0.15 0.51 0.38 0.46 0.50
KMB 0.04 0.21 0.21 0.20 0.48 0.46 0.69 0.43
1]=3 4.04 3.51 3.12 2.84 1.52 2.47 1.72 1.20
BANDHAN 2.62 532 6.37 2.84 2.27 2.41 245 1.82
AUBANK 0.32 0.34 0.24 0.04 0.01 0.45 0.42 0.88
FB 0.45 0.68 0.48 0.27 0.35 0.09 0.19 0.14
KVB 1.07 1.51 2.36 1.86 0.97 0.74 0.84 0.69
DCBB 0.48 0.41 0.51 0.62 0.43 0.44 0.43 0.39
CUBK 1.48 1.00 2.10 1.46 1.41 0.52 0.42 0.39
SBIN 0.63 0.42 0.77 0.42 0.31 0.01 0.91 0.25
BoB 0.85 0.80 1.11 0.62 0.82 0.88 0.26 0.59
PNB 2.61 2.59 2.36 1.84 1.84 1.55 1.20 1.16

Source: Company, Elara Securities Estimate
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Exhibit 20: Provision against AIF might play credit cost in coming quarter

(INR mn) AlF investments Provision against AIF
HDFCB NA 12,200
ICICIBC NA 6,270
AXSB 1,820 1,820
KMB 1,900 1,900
RBL 1,200 1,150
KVB 109 NA
DCBB NA 45
SBIN NA 2,400
BOB NA 541
PNB NA 1,130
UNBK NA 122
Source: Company Financials, Elara Securities Research
Exhibit 21: Q4FY24 projections
: Remarks
Bank |Particulars Q4FY23 | Q3FY24 Q4FY24E %YoY % QoQ
NIl (INR mn) 233518 284,713 294,439 26.1 34 " We expect the bank to report strong deposit growth 5% QoQ;
Non- Interest however, the composition in the form of retail and others will need
Income 87,312 111,370 108,634 24.4 (2.5) to be monitored
- Treasury (377), 14700 10,000 (27525  (320) i i
income . 4 ; g " We expect steady NIM, but with several variables at play, namely
Opex (INR mn) 134,621 159611 164.399 221 30 trar'1$|t|ona'w llq.wdlt){ regtflrement {Sf:ale has its own challenges .
while running tight liquidity), changing loan construct, and systemic
o] mn 3 , , b b challenges on deposits, recovery may take longer (not to
PPoP (INR 186,209 236,473 238,674 28.2 0.9 hall d its, NIM ke I
mention, any rate change at the system level may push this down
'l;'acr'ﬁ(c Core PPoP 186,586 | 221,773 | 228,674 226 3.1 further| b 2 g e
Provisions (INR | 5, 854 | 42,166 26,000 32 (383 _ _ _
mn) =  We expect asset quality to see yet another strong print — reflected in
PAT (INR mn) 120,475 163,725 161,632 34.2 (1.3) curtailed slippages and improving granular recovery trend. Not to
mention the bank had provided INR12.2bn in AIF exposure in
’ ’ ’ : : art of which might be reversed post RBI relaxation. Also,
Loans (INR bn) 16,006 24,461 25,439 58.9 4.0 Q3FY24 p f which might b d post RBI rel ion. Al
EEPOS“S (INR 18,834 22140 | 23,247 234 50 there would be one-off gains pertaining to Credilla, which we have
n) not factored into our estimates
Credit Cost (%) 0.7 0.7 0.4 (27)bps (29)bps
NI (INR mn) 176,668 | 186,786 | 189,967 7.5 1.7 = We expect yet another strong quarter, with positive traction across
- most key operating variables
Al 50870 60971 60,241 18.4 (1.2)
!r.]rcrz;;iry =  We see lower loan growth but better NIM, which would support
income (400) 1,230 500 (225.0) (593) better NII. We would monitor core PPoP traction (likely in the single
Opex (INNmn) | 89,280 100,520 102,149 14.4 16 digits)
PPOP (INR mn) 138,258 147,236 148,059 7.1 06| " Meanwhile curtailed credit cost and reversal of AIF exposures
111 Bark [COTORPOR 138658 146006 147,559 o4 . (already provided) may help deliver strong earnings traction
nk Core PPol , ! p ! .
i = Asset quality trends are likely to see no major exceptions, with
Provisions (INR
mn) 16,190 10,494 10,000 (38.2) (4.7) slippages running lower. Watch for further buildup to contingency
PAT (INR mn) 91218 102715 103,309 133 06 buffer if any
Loans (INR bn) 10,196 11,538 11,942 17.1 35
bD,f,p“'ts s 11,808 13323 13,696 16.0 2.8
Credit Cost (%) 0.6 0.4 03 (31)bps (3)bps
NIl (INR mn) 117,422 125322 127,110 83 1.4 = Weexpect 3.5-4% QoQ growth in loanbook, broadly in line with
Non- Interest frontline peer banks; however, the base effect will play out in YoY
Income 48953| 55548 57,017 16.5 26 terms. NIM continues to be a key monitorabe.
- Treasury 830 2910 2800 2373 38 ; ; —
income . s . (38) | = Opex trend would continue to see rise, resulting in softer core PPoP
Opex (INRmn) | 197,279 | 89,457 | 93,036 (52.8) 40 IS
PPOP (INRmn) = (30,904 91,412 91,092 (394.8) (0.4) " We expect asset quality to see yet another robust performance,
Axis Bank marked by curtailed slippages
Core PPoP (31,734) 88,502 88,292 (378.2) (0.2)
isi = Watch for management commentary for progress on the Citi
Provisions (INR
mn) 5378 10,283 11,654 116.7 13.3 portfolio acquisition, cost normalization, outlook on PPoP growth
PAT(INNmn) | (57.286)| 60,711| 59,444  (203.8) (2.1) and capital raising plans
Loans (INR bn) 8,453 9.323 9.707 14.8 4.1
Ene,p“'ts (INR 9469 10,049| 10451 104 4.0
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" Remarks
Bank [Particulars Q4FY23 Q3FY24 Q4FY24E %YoY % QoQ
Credit Cost (%) 0.2 0.5 0.5 35bps 4bps
NII (INR mn) 61,026 65,535 66,430 8.9 1.4 " We expect the bank to surprise on the positive on loan growth
mgg;zterest 21,863 22970 24,657 12.8 73 = We expect another strong quarter of NIM benefits with better CD
ratio and loan mix tilt toward higher-yielding products may aid in
Opex (INR mn) 36,415 42,843 44,129 212 3.0 NIM improvement.
PPoP (INR mn) 46,474 45,662 46,958 1.0 2.8 . .
Kotak = The bank is likely to see yet another quarter of strong asset quality
Mahindra Core PPoP 46,484 47,342 46,458 (0.1) (1.9) performance
Bank i
:g;/mons (INR 1,476 5791 3,944 167.3 (31.9) | =  Monitor management commentary on growth sustainability and
observations by new management
PAT (INR mn) 34,956 30,050 32,187 (7.9) 7.1
Loans (INR bn) 3,199 3,596 3,749 17.2 4.2
Eﬁfos'ts (INR 3631 4086 4189 15.4 25
NII (INR mn) 403,925 398,157 406,174 0.6 20 * Weexpectstrong loan growth of >16% YoY, largely supported by
Non- Interest growth in retail and SME segments. We expect NIIM to be steady
Income 139,615 114,589 | 116,330 (16.7) 1.5 which will drive NIl growth
- Treasury . . . X .
. 18,000 25050 25000 38.9 (0-2) | = Opex would see an impact of wage hike revisions and pension hike,
Opex (INRmn) | 297,328 309,386 336,168 131 87 which was already highlighted earlier by management
PPOP (INR mn) 246,212 203361 186,336 (24.3) (8.4) " Asset quality will hold with sustained improvement across sub-
State segments. Moreover, recovery and upgrades will be robust, which
IBac?k of | Core PPoP 228212 | 178311 161,336 (29.3) (9.5) may lead to lower GNPL QoQ. With strong coverage levels, we
ndia — - .
'r:'r:'g;/mons (INR 33,157 77,879 22,997 (30.6) (70.5) expect credit cost to be curtailed and lower NNPL
PAT (INR mn) 166,946 91,640 | 122,227 (26.8) 334
Loans (INR bn) 31,993 35,195 37,060 15.8 53
E,f,pos“s (NR " 44238 47622 48813 103 25
Credit Cost (%) 0.4 0.9 03| (17)bps  (66)bps
NI (INR mn) 46,695 52,956 55,992 19.9 5.7 * The bank will likely see steady growth traction, which coupled with
Non- Interest steady NIM (given loanbook orientation skewed to the fixed rate
Income 21,505 23959| 23,067 73 (3.7) book) and flat QoQ will be better than frontline banks
= BRIy 670 2,309 1,200 79.1 (48.0) ; - ;
income . , : d Asset quality volatility has been a key concern ad progress on this
Opex (INNmn) | 30672 36893 38266 248 37 remains monitorable
PPOP (INR mn) 37,528 40,023 40,792 8.7 19/ " Credit cost trajectory will be contingent on the bank’s utilization of
contingency buffers (already highlighted earlier). We expect credit
Core PPoP 36858 37714 39592 74 5.0 cost of sub-1.3%, which could be lower depending on buffer
I | isi .
;a‘::(s nd  Provisions (INR 10,301 9,342 10,000 (2.9) 70 utilization
mn)
PAT (INR mn) 20,405 22,979 23,042 12.9 0.3
Loans (INR bn) 2,899 3,271 3,398 17.2 3.9
Erf,pos'ts (INR 3364| 3688 3817 135 35
Margin (%) 4.1 4.4 4.3 19bps -5bps
GNPA (%) 2.0 1.9 1.8 (17)bps| (11)bps
Credit Cost (%) 2.8 1.7 1.2 (164)bps (52)bps
NIl (INR mn) 12,132 13,249 13,591 12.0 26 " We expect Q4FY24 to see sustained strong business momentum on
Non- Interest loan and deposit growth.
Income 3,331 4,497 4,854 457 7.9
*  We expect NIM pressure to persist with higher pressure on funding
Opex (INR mn) 9,753 11,175 12,294 26.0 10.0 cost already highlighted by management
PPoP (INR ,709 ,571 ,151 7.7 4 ’ S ;
AU Small © . ‘ mn) - 2 el 4] . The asset quality trends has been volatile in recent times and we see
Finance :ﬁ;"sms (INR 409 1,589 1,527 273.6 (3.9) that to be key monitorable
Bank
PAT (INR mn) 4,246 3,752 3,560 (16.2) (5.1) = We see further moderation in ROA this quarter and will monitor
management commentary on growth sustainability, deposit traction,
Loans (INR bn) 584 667 714 222 7.0 N P
Deposits (INR 694 801 845 218 55
bn)
Credit Cost (%) 0.0 0.4 0.9 84bps 46bps
Bandh NIl (INR mn) 24,718 25,254 25,029 13 (0.9) = Q4istraditionally a strong quarter and we do not expect this quarter
Bank an Non- Interest to be materially different
an 6,291 5,452 5,500 (12.6) 0.9
Income
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: Remarks
Bank |Particulars Q4FY23 | Q3FY24 Q4FY24E %YoY % QoQ
Opex (INR mn) 13,053 14,152 14,345 9.9 1.4 = Strongloan growth with steady NIM will benefit NIl. Moreover, with
improving collection efficiency trends, we see credit cost to remain
PPoP (INR mn) 17,957 16,553 16,184 (9.9) (2.2) within guided range
Provisions (INR
mn) 7,348 6,840 5,400 (26.5) (2107 . Q3 is likely to be characterized by further NPL recognition, with
PAT (INR mn] 8,083 7.327 8,069 (0.2) 10.1 stress flowing in from the restructured book and forward flow from
the overdue bucket. Thus, Q3 will likely see upfronted credit cost
Loans (INR bn) 1,091 1,159 1,217 11.6 50 impact (like in Q2FY23)
Deposits (INR
bn) 1,081 1,174 1.221 13.0 40+ watch for management commentary on impending recovery m
GNPA (%) 49 7.0 68| 193bps| (22)bps outcome on CGFMU _
Credit Cost (%) 28 2.4 1.8 (102)bps (63)bps 1 —
NI (INR mn) 19,093 21,234 21,256 11.3 0.1 " We expect steady business momentum with sustained loan growth U
Non- Interest but lower deposit growth. This with steady NIM will drive NIl growth :
Income 7,339 8,626 8,608 17.3 (0.2) Funding pressures will be key to monitor m
- Treasu
income v 1,920 2210 2,000 4.2 (9.5)| = Asset quality is likely to be strong with lower slippages, excluding :
i i A " —
Opex (INR mn) 13,086 15,486 17,020 30.1 99 one-off impact on corporate slippages. We saw in the Past quarter
the recovery of that corporate account would be monitorable m
PPOP (INR mn) 13,346 14,373 12,843 (3.8) (10.6)
Federal =  Watch for management commentary on 1) deposit-side challenges, w
Bank Core PPoP 11,426 12,163 10,843 (5.1) (10.9) 2) growth sustainability, 3) pension & AIF impact, and 4) ROA
Provisions (INR 1167 912 698 (40.2) (23.5) trajectory m
mn)
PAT (INR mn) 9,026 10,067 9,085 0.6 (9.8) :
§
Loans (INR bn) 1,744 1,992 2,072 18.8 4.0 \/
Eﬁfos'ts (INR 2,134 2,396 2,464 155 28 (-
Credit Cost (%) 0.3 0.2 0.1 (14)bps (5)bps m
NI (INR mn) 94,988 102,928 102,564 8.0 (0.4) " Weexpectthe bank to report sustained strong recovery trends in m
Non- Interest key metrics base
34,210 26,738 26,198 (23.4) (2.0)
Income . . .
Treasury = Coming off low base, the bank may have to consistently deliver to
T 340 6,990 2500 (8353)  (135.8) match sector averages. Thus, we are monitoring sustainability and
Opex(INRmn] | 70,527 | 66359 67,853 13.8) 23 related management commentary
PPOP (INR mn) 58,671 63,307 60,910 3.8 (38| " The asset quality trend may be better off with curtailed slippages and
Punjab higher recovery pushing down GNPL
National |Core PPoP 59,011 70,297 58,410 (1.0) (16.9)
Bank =
:g;"s“’”s (INR''" 38310 27391 27,000  (29.5) (1.4)
PAT (INR mn) 11,591 22,228 22,041 90.2 (0.8)
Loans (INR bn) 8,308 9,164 9,485 14.2 35
Erf,p"s‘ts (INR 12812 13235 13433 49 15
Credit Cost (%) 1.8 1.2 1.2 (69)bps (4)bps
NI (INR mn) 115,249 111,013 112,240 (2.6) 1.1 = We expect softer loan growth, below peers, and softer deposit
N [ieies; growth. Better NIM would help in NIl traction
I 34,661 28,105 32,550 (6.1) 15.8
ncome . ) -
Treasury = The bank has been providing for higher wage revisions; hence, we
income 2,800 3,300 2,900 36 (12.1) do not expect any major impact on opex
Opex (INR mn) 69.180 | 68,967 | 70,655 21 24| . Given Q4, we do not see any major slippages and stronger recovery
PPoP//N/?mn/ 80,729 70,151 74,135 ‘82) 57 trends, which will result in lower credit cost
Core PPoP 77,929 66,851 71,235 (8.6) 6.6 = Watch for management commentary on: 1) ROE trajectory, 2)
Provisions (INR update on BOB World restrictions, and 3) business momentum
Bankof  Imn) 14,207 6,663 15,361 8.1 130.5 sustainability
Baroda  pAT (INR mn) 47,753 | 45793 43,980 (7.9) (4.0)
Loans (INR bn) 9.410 10,241 10,651 13.2 4.0
bDrf,pOS"S (INR 12037 12453 12832 66 30
Margin (%) 3.2 2.9 2.9 (36)bps (3)bps
GNPA (%) 38 3.1 2.8 | (102)bps (31)bps
Credit Cost (%) 0.6 0.3 0.6 (3)bps 32bps
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: Remarks
Bank [Particulars Q4FY23 | Q3FY24| Q4FY24E|  %YoY| % QoQ
NII (INR mn) 8926 10,013 9.654 8.2 (3.6) - As reported in the business update, loan growth was lower
Non- Interest than our expectations while deposit growth was steady
4,008 3,578 3614 (9.8) 1.0
Income
Opex (INR mn) 5543 6,832 6,960 256 1.9 - We expect some margin pressure in Q4 (even after excluding
one-off benefit in Q3FY24)
PPoP (INR mn) 7,391 6,759 6,307 (14.7) (6.7)
Karur -
Provisions (INR
\éys}"(a mn) f 2,930 1,497 1,276 (56.4) (14.7) = Asset quality trends are likely to be benign
an|
PAT (INR mn) 3,378 4,116 3,916 15.9 (4.9)
Loans (INR bn) 642 727 744 16.0 24
Deposits (INR 766 857 883 152 30
bn)
Credit Cost (%) 1.9 0.8 0.7 | (116)bps (14)bps
NII (INR mn) 4.860 4,740 4761 (2.0) 0.4 " Loangrowthis likely to be stable but pressure on deposits may
Non- Interest continue. NIM trajectory will be key monitorable
Income 1,223 1,237 1,219 (0.3) (1.5)
=  Watch for management commentary on NIM trajectory and ROA
Opex (INR mn) 3,643 3,862 3,939 8.1 2.0 trajectory
PPoP (INR mn) 2,439 2,115 2,041 (16.3) (3.5)
DCB Bank /70V/5/0ns (INR 525 410 390 (258 (5.0)
mn)
PAT (INR mn) 1,422 1,266 1,236 (13.1) (2.4)
Loans (INR bn) 344 390 409 18.9 5.0
Deposits (INR 412 471 487 180 33
bn)
Credit Cost (%) 0.6 0.4 0.4 (23)bps (4)bps
NI (INR mn) 5,143 5,159 5,489 6.7 6.4 - We expect stronger business momentum with 4% QoQ loan
. growth and similar deposit growth
Non- Interest 1,950 1,929 1,970 1.0 22
Income
= Treasury 221 242 250 131 33 " Post .the one-off |mpac.t in Q3FY24 on NIM, Q4FY24 should see
income NIM improvement. This would support NIl growth
Opex (INR mn) 2,922 3,448 3,536 21.0 25
- Credit cost is likely to be benign, which, in turn, would support
PPOP [INR mn) 4170 3640 3,924 (5.9) 7.8 't costis fikely 'gn, which, in turn, would supp
City overall profitability
Union Core PPoP 3,949 3,398 3,674 (7.0) 8.1
Bank = -
Provisions (INR . Management commentary on sustaining growth momentum
mn) 1590 460 440 (72.3) (#3) and outcome of BCG initiatives will be keenly monitored
PAT (INR mn) 2,180 2,530 2,641 21.1 4.4
Loans (INR bn) 440 440 460 4.5 4.4
Deposits (INR 524 527 548 45 39
bn)
Credit Cost (%) 1.5 0.4 0.4 (107)bps (3)bps

Source: Company, Elara Securities Estimate
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Abbreviation
Abbreviation  Explanation Abbreviation Explanation
PSU Public Sector Undertaking SBIN State bank of India
NIM Net Interest Margins BOB Bank of Baroda
SLR Statutory Liquidity Ratio PNB Punjab National Bank
CcD Credit to Deposit FB Federal Bank
TD Term deposits BANDHAN Bandhan Bank
MFI Micro-Finance KMB Kotak Mahindra Bank
NII Net Interest Income ICICIBC ICICI Bank
PPOP Pre-Provision Operating Profit HDFCB HDFC Bank
PBT Profit before tax AXSB Axis Bank
PAT profit after tax 1B Indusind Bank
Opex Operating Expenses AUBANK AU Small Finance Bank
LCR Liquidity Coverage Ratio DCBB DCB Bank
YTD Year Till date KVB Karur Vysya Bank
CASA Current Account and Savings account CUBK City Union Bank
GNPL Gross Non-Performing Loans RBL RBL Bank
NNPL Net Non-Performing Loans
PCR Provision Coverage Ratio
MCLR Marginal Cost of Funds-based Landing Rate
EBLR External Benchmark Lending Rate
MSME Micro, Small & Medium Enterprises
NBFC Non-Banking Financial Companies
NDTL Net Demand And Time Liabilities
PL Personal Loans
ROA Return on Assets
ROE Return on Earnings
RORWA Return on Risk Weighted Assets
RWA Risk Weighted Assets
SA Savings Account
SFB Small Finance Bank
AlF Alternative Investment Fund
WATDR Weighted Average Term Deposit Rate
WALR Weighted Average Lending Rate
CGFMU Credit Gurantee for Micro Units
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation of
particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable
for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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