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Characteristically weak quarter

\Xeak core performance; monitor related volatility

DCB Bank's (DCBB IN) Q3 PAT atINR 1.27bn (up 11% YoY/flat QoQ) came
in line with estimates, supported by higher other income and curtailed
credit cost but underlying core saw softer trends. Core profitability was
down >4% QoQ, given 2 1bps QoQ NIM decline (below the guided range,
decline more than peers that have reported earnings thus far). Asset
quality trends are stable, supporting earnings. The discussion hereon will
rather be focused on: a) NIM trajectory — further funding cost strain likely,
b) growth trajectory, which may feed into operating leverage benefit and
) recovery trends and credit cost delivery. While DCBB has been wading
through challenges, the pressure points on core are disappointing. We
believe, consistent delivery is the key trigger.

NIM decline feeds into softer core; trajectory, the key

DCBB saw softer core profitability (down >4% QoQ), led by 21bps QoQ
NIM drop, largely due to funding cost impact, which was further impacted
by lower lending yields (a disappointment). With this, NIMs (at 3.48%) fell
below the guided range, and with likely further strain on funding cost,
expect NIMs to be under strain, near term. We believe sustained focus and
growth delivery are critical as these may drive operating leverage benefits
— essential to improve return ratios.

Asset quality as expected; monitor volatility

Q3 slippages were higher at INR 4.3bn (4.6% versus 4.5% QoQ, higher
than for peers, largely led by higher slippages in the mortgage segments
(a large chunk came out of moratorium). That said, recovery/upgrades
were higher, which curtailed the GNPL rise. While gross slippages have
been elevated, recoveries have entailed lower credit cost, with DCBB
sounding confident on higher recoveries hereon — a trend that may
warrant further monitoring.

Valuations: Downgrade to Accumulate; TP revised to INR 165

While DCBB has performed well this cycle, we see structural operational
limitations (long walk on liabilities, investment requirement) to cap
returns — RoE of 12-13% in FY25E. Moreover, volatility between the
quarters is a challenge and thus, we refrain from ascribing higher
structural multiples, and see DCBB as more of a tactical play than a
structural story at this juncture. We introduce FY26E estimates and roll
over to September 2025E, leading to revised TP of INR 165 (from INR 147,
multiples unchanged). Post our upgrade, the stock had outperformed
>20% in the past three months, thus rendering limited upside -
Downgrade to Accumulate from Buy.

Rating: Accumulate
Target Price: INR 165

Upside: 15%

CMP: INR 144 (as on 24 January 2024)

Key data*

Bloomberg /Reuters Code DCBB IN/DBCA.BO
Current /Dil. Shares O/S (mn) 312/313
Mkt Cap (INRbn/USD mn) 45/540
Daily Vol. (3M NSE Avg.) 3,728,425

Face Value (INR) 10
1 USD =INR 83.1

Note: *as on 24 January 2024; Source: Bloomberg
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Shareholding (%) Q4FY23 Q1FY24 Q2FY24 Q3FY24

Promoter 14.8 14.8 14.8 14.8
Institutional Investors 52.2 52.1 51.7 47.2
Other Investors 9.9 10.1 10.1 10.5
General Public 23.1 23.0 233 27.4
Source: BSE

Price performance (%) 3M 6M 12M
Nifty 11.3 9.1 18.4
DCB Bank 234 15.2 16.5
Karur Vysya Bank 282 39.2 65.9
City Union Bank 7.1 7.1 (10.2)

Source: Bloomberg

YE March (INR mn) Q3FY24 Q2FY24 QoQ (%) Q3FY23 YoY (%] Q3FY24E Variance (%)
Operating Profit 2,115 2,105 0.5 1,941 9.0 2,057 2.8
PBT 1,705 1,708 (0.2) 1,534 1.1 1,685 1.2
Net Profit 1,266 1,268 (0.2) 1,139 11.2 1,261 0.4
Key Financials
YE Mar PPoP YoY PAT YoY EPS YoY P/PPOP ROA ROAE P/E P/ABV
(INR bn) (INR bn) (%) (INR bn) (%) (INR) (%) (x) (%) (%) (x) (x)
FY23 8 (1.3) 5 61.8 15 615 57 11 1.0 9.6 1.10
FY24E 9 10.6 5 11.7 17 1.7 52 11 1.0 8.6 1.01
FY25E 11 42.7 6 38.4 21 384 4.0 13 1.0 7.0 0.90
FY26E 14 59.4 8 48.1 25 48.1 3.2 13 1.0 58 0.80

Note: Pricing as on 24 January 2024; Source: Company, Elara Securities Estimate
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Financials (YE March)

Income statement (INR mn) FY23 FY24E FY25E FY26E Loan growth (%,

Net interest income 17,170 19,058 22,553 26,517

YoY growth (%) 26.5 1.0 183 17.6 22 -

Fee income 3,030 3430 3944 4516 20.0

Trading profits 110 260 400 400 20 { 182 19.0 19.0
Non interest income 4,094 4672 5474 6,216 /‘/\0
Net operating revenue 21,264 23731 28027 32,733 = 187

YoY growth (%) 17.5 /1.6 18.1 16.8 = 16 A

Operating expenses 13,397 15,028 16,798 18,861

YoY growth (%) 323 122 11.8 123 14 -

Pre-provisioning operating profit 7,867 8,703 11,229 13,872 12 4

YoY growth (%) [1.3) 10.6 29.0 235

Provisions for bad debts 1,392 1,492 2,417 3,376 10 . . . ,
Other provisions 200 200 200 200 FY23 FY24E FY25E FY26E
Profit before tax 6,276 7,011 8,612 10,296

Tax 1,620 1,809 2,168 2,591 » )

Profit after tax 4,656 5,202 6,445 7,704 Source: Company, Elara Securities Estimate

YoY growth (%) 61.8 11.7 23.9 19.5

Balance sheet (INR mn) FY23  FY24E  FY25E  FY26E

Customer loans 343,807 409,131 490,957 584,239

YoY growth (%) 182 190 200 790 Gross and net NPL (%)

Investments 125,825 148,340 168,473 192,987 40 -

Cash & bank balances 23,684 25,281 29,942 35,284 ’

Fixed assets 6,009 6,139 6,269 6,399

Other assets 22,080 24729 27,697 31,021 =307

Total Assets 521,405 613,620 723,338 849,930 =

Net worth 43,408 47,963 53,688 60,673 2.0 4

Deposits 412,389 484,557 576,623 683,298

YoY growth (%) 18.9 17.5 19.0 185 10 -

Borrowings 41,181 53,328 60,434 67,434

Other liabilities 24,427 27,773 32,593 38,524 00

Total Liabilities 521,405 613,620 723,338 849,930 ’ ' ' '

Key operating ratios FY23  FY24E  FY25E  FY26E FYz3 FY24E FY25E FY2eE
Year to 31 Mar (%) Gross NPL  m Net NPL
Lending yield 10.5 10.6 10.5 10.4

Cost of Funds 5.6 5.9 5.9 58 source: Company, Elara Securities Estimate

Spreads 3.6 3.4 3.4 3.4

Net interest margin 37 35 35 35

CASA Ratio 264 26.1 26.2 263

Non interest income / operating income 19.3 19.7 19.5 19.0 .

Cost/income 630 633 599 576 Returnratios

Operating expense/avg assets 2.8 2.6 2.5 2.4 1.1 - 14
Credit costs / avg loans 0.4 0.4 0.5 0.6

Effective tax rate 25.8 25.8 25.2 25.2 13
Loan deposit ratio 83.4 84.4 85.1 85.5 S 10 - L2
ROA decomposition (%) FY23 FY24E  FY25E  FY26E - _
NIl /Assets 37 35 35 35 LIS
Fees/Assets 0.9 0.8 0.8 0.8 10 - ’ L 10
Invst profits/Assets 0.0 0.0 0.1 0.1

Net revenues/Assets 4.6 4.4 4.4 4.4 -9
Opex /Assets (2.9) (2.8) (2.6) (2.5) 0.9 8
Provisions/Assets (0.3) (0.3) (0.4) (0.5) ' ' ' '
Taxes/Assets (04 (03] (0.3 (03] Fr23  Fy2aB  FY25E  FY26E

Total costs/Assets (3.6) (3.4) (3.4) (3.3) et ROA et ROAE -RHS
ROA 1.0 1.0 1.0 1.0

Equity/Assets 8.9 8.5 8.0 7.6 Source: Company, Elara Securities Estimate

ROAE 11.4 11.4 12.7 13.5

Key financial ratios (%) FY23  FY24E  FY25E  FY26E

Year to 31 Mar (%)

Tier | Capital adequacy

Gross NPL 3.2 3.4 3.1 3.1

Net NPL 1.0 1.2 1.1 1.2

Slippage ratio 5.7 4.3 3.8 3.9

Assets / equity (x) 12.0 12.8 13.5 14.0

Per share data

EPS (INR) 15 17 21 25

YoY growth (%) 62 2 29 20

BVPS (INR) 139 154 172 195

adj- BVPS (INR) 131 143 160 180

Dividend yields 0.79 1.13 1.26 1.26

Valuation (x)

P/BV 1.03 0.93 0.83 0.74

P/ABV 1.10 1.01 0.90 0.80

P/E 9.63 8.62 6.96 5.82

Note: pricing as on 24 January 2024; Source: Company, Elara Securities Estimate
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Loan growth momentum sustains; growth focus persists

= Overall loan growth of 18.2% YoY/4.5% QoQ was
driven by Agri Inclusive banking (AIB), up 28.4%
YoY/6.3% QoQ, followed by mortgages, which grew
24.5% YoY/5.9% QoQ and co-lending book, up 12.3%
QoQ. However, other segments, i.e., corporate, CV
and SME book declined by 3% YoY, 21.6% YoY and
5% YoY, respectively. The dip in the SME book was on
account of lower TReDs portfolio compared with
previous year. Gold loan book declined by 4.7% QoQ
(a drop of 0.8% QoQ in Q2FY24).

= Disbursement declined 5.5% QoQ to INR 43bn.
Largely, disbursements saw a decline across all
segments, barring mortgages and AlB.

= AIB constitutes 23.9% of the loan book, of which 8%
comprises mortgages and 3.23% tractor loans. Co-
lending book (8.6% of the loan book|) continued to
gain traction with partnerships with fintechs from
different segments, products and geographies.
However, the management does not expect its
contribution in the total loan book to move
substantially.

= DCBB reiterates its target of 20% YoY growth with the
aim to double the book in the next 3-4 years. Focus
segments would be AIB, tractor loans, gold loans and
mortgages.

Deposits grow in-line, sustained momentum key

Overall deposits growth of 19.3% YoY/3.6% QoQ was led
by savings deposits (14.8% YoY/10.6% QoQ), which led to
CASA ratio improvement QoQ to 26.1% (25% in Q2FY24).
Across banks, there has been a movement from CASA to
TD, but such a trend was different for DCBB as the bank
employed a large base of feet on street, fintech
partnerships and UPI cashback. Term deposit growth was
19.2% YoY, while it was flat QoQ. NR term deposit
contribution in the deposit mix was largely stable at
~7.7%. DCBB may continue to focus on SA deposits and
retail deposits as these are reflected in the reduction in
top-20 deposit concentration to 6.75% from 7.05% in
Q2FY24.

NIM moderates sequentially; trajectory, key hereon

Reported NIM of 3.48% compressed 21bps sequentially,
led by both increase in the cost of funds (17bps) and yields
declining by 12bps QoQ. The cost of funds may rise
further as some part of repricing is expected to be
completed in the next two quarters before stabilizing, but
the pace of increase may be lower and in that context, the
NIM trajectory is a key monitorable hereon. DCBB expects
to maintain stable-state NIM at 3.65-3.75%, which would
be led by stabilization in the cost of funds, change in

Elara Securities (India) Private Limited

advance composition towards higher-yielding assets and
focus on CASA growth.

Asset quality stable

= DCBB's reported GNPL/NNPL declined from
3.36%/1.28% in Q2FY24 to 3.43%/1.22%, led by
higher recoveries/upgrades even as slippages were
higher. PCR (calculated) improved ~0.9ppt QoQ to
76.4%. Q3 slippages were higher at INR 4.2bn
(slippage ratio of 4.63% in Q3 versus 4.48% in
Q2FY24) due to higher slippages from mortgages
(came out of moratorium in Q3) and AIB.

= Collection efficiency in LAP and home loans
(including delinquent and restructured book) has
largely remained stable at 98.8% and 98.9%,
respectively, while collection efficiency in CV loans
improved to 95.7%.

= The standard restructured book declined further to
2.98% of advances from 3.92% in Q2. The
management remained comfortable with managing
stress pool. The overall stress book (GNPL +
restructured book) came down to 6.5% from 7.4% in
Q2FY24. That said, DCBB's stress was elevated within
mid-cap players, but adequate coverage lends
comfort.

Other highlights

= DCBB continues to add staff in focus segments (AlB,
CASA, mortgages, etc.) and technology; which
elevated cost/assets to 2.6% (DCBB aims to reduce it
to 2.4-2.5%).

= The management believes that capital raise may not
be required in the next 12 months, as RWA
consumption is 53-55% on the loan book, infusion of
USD 10mn by promoter (subject to RBI approval) and
ploughing back of profit.
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DCB Bank

Exhibit 1: Profit and loss — Quarterly PAT at INR 1.27bn with muted sequential growth

(INR mn) Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24
NIl 3,450 3,805 3,740 4,111 4,460 4,860 4,707 4,757 4,740
Other income 1,183 1,148 924 992 954 1,223 1,069 1,074 1,237
Net revenue 4,634 4,953 4,664 5,103 5414 6,083 5,777 5,831 5,977
Opex 2,645 2,744 3,002 3,278 3,473 3,643 3,690 3,725 3,862
PPoP 1,988 2,208 1,661 1,826 1,941 2,439 2,087 2,105 2,115
Provisions 970 676 350 310 407 525 377 397 410
PAT 754 1,134 972 1,124 1,139 1,422 1,269 1,268 1,266
YoY (%)
NIl 3.1 22.3 21.1 27.2 29.3 27.7 259 15.7 6.3
Other income (23.4) (11.5) (23.1) 1.5 (19.4) 6.6 15.7 8.2 29.7
Net revenue (5.3) 12.3 8.7 21.2 16.8 22.8 23.9 14.3 10.4
Opex 24.8 14.4 31.9 333 313 328 229 13.7 11.2
PPoP (28.3) 9.8 (17.4) 4.2 (2.4) 10.5 25.6 15.3 9.0
Provisions (34.3) (30.4) (77.5) (64.1) (58.1) (22.4) 7.8 28.0 0.8
PAT (21.7) 45.6 187.8 73.0 51.1 254 30.7 12.9 11.2
QoQ (%)
NIl 6.7 10.3 (1.7) 9.9 8.5 9.0 (3.1) 1.1 (0.4)
Other income 21.1 (3.0) (19.5) 74 (3.8) 28.2 (12.6) 0.4 15.2
Net revenue 10.1 6.9 (5.8) 9.4 6.1 12.3 (5.0) 0.9 25
Opex 7.6 37 9.4 9.2 6.0 4.9 1.3 1.0 3.7
PPoP 13.5 11.1 (24.8) 9.9 6.3 25.7 (14.5) 0.9 0.5
Provisions 12.3 (30.3) (48.2) (11.5) 31.2 29.0 (28.1) 52 33
PAT 16.1 50.5 (14.4) 15.6 1.3 249 (10.7) (0.1) (0.2)
Source: Company, Elara Securities Research
Exhibit 2: Loan growth came in at 18.2% YoY/4.5% QoQ
(INR bn) Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Loan book 277 291 298 313 330 344 355 373 390
% YoY 93 12,71 16.9 16.5 19.2 18.2 19.0 19.7 182
% QoQ 3.0 52 25 5.0 54 43 32 517 4.5
Source: Company, Elara Securities Research
Exhibit 3: Mortgages grew a robust 24.5% YoY, forming 45% of the total loan book
Loan-book mix Gross loans (INR mn) Loan growth YoY (%) Loan mix (%)
(INR mn} Q2 Q3 Q4 Qi Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Q3

FY23 FY23 FY23 FY24 FY24 FY24| FY23 FY24 FY24 FY24| FY23 FY24 FY24 FY24
Mortgages 133,927 140,765 150,588 158,569 165,505 175,280 262 266 236 245 438 447 444 450
Gold loan 15020 13,846 13,065 12771 12,674 12,075 (10.2) (143) (15.6) (12.8) 38 36 34 3.1
Commercial vehicle 6884 5604 4813 3902 2982 2337 (44.9) (56.4) (56.7) (583 1.4 1.1 0.8 0.6
AlB 67,589 72,525 80,107 82300 87,599 93,093 31.1 314 296 284 233 232 235 239
Corporate banking 32,543 32966 27,161 28734 31,312 30,382 (6.7) (3.6 (3.8) (7.8) 7.9 8.1 8.4 7.8
SME+ MSME 29,727 29,999 28880 23,768 24,602 23371 103 (11.4) (17.2) (22.1) 8.4 6.7 6.6 6.0
Other retail 11,578 12,857 14,440 17,028 18,265 19,476 24.1 (4.8) 57.8 515 4.2 4.8 4.9 5.0
Co-lending 15646 21,098 24,754 27,670 29,821 33,498 215 1320 90.6 58.8 7.2 7.8 8.0 8.6
Total 312,914 329,660 343,807 354,740 372,760 389,510 18.2 19.0 19.1 182, 1000 1000 1000 100.0
Source: Company, Elara Securities Research
Exhibit 4: Disbursements trend declined largely across MSMEs and SMEs

Disbursements (INR mn) Disbursements growth YoY (%)

(INR mn) Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24| Q4FY23 QIFY24 Q2FY24 Q3FY24
Mortgages 11,150 11,110 13,700 13,950 16,650 14,530 14,660 14,940 49.3 30.8 7.0 7.1
SME + MSME 5740 7,150 9,760 9,680 8380 3,840 4,260 3,270 46.0 (46.3) (56.4) (66.2)
Corporate banking 5030 6,140 6,790 6,220 5,400 7910 8,920 7,440 74 288 31.4 19.6
AIB 7820 5660 9990 10,360 13,650 9,540 11,260 11,420 74.6 68.6 12.7 10.2
Gold loan 3,090 3880 3490 3,010 3,760 4,230 3,660 3,410 21.7 9.0 4.9 13.3
Construction finance 2,440 2,220 2490 2760 2,900 2,320 2,810 2,590 18.9 4.5 12.9 (6.2)
Total 35,270 36,160 46,220 45,980 50,740 42370 45570 43,070 439 17.2 (1.4) (6.3)

Source: Company, Elara Securities Research
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Exhibit 5: Deposit growth of 3.6% QoQ led by SA
INR bn Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Deposits 322 347 351 370 395 412 430 455 471
% YoY 11.7 16.8 14.6 16.3 22.6 18.9 22.6 237 19.3
% QoQ 1.5 7.6 1.7 54 6.9 4.4 4.3 58 3.6
CASA 84 93 100 108 109 109 112 114 123
% YoY 25.6 36.8 553 34.5 305 17.4 11.4 5.0 12.8
% QoQ 37 11.0 80 82 0.6 [0.1) 2.5 2.0 817
Term Deposits 239 254 251 261 286 303 318 341 341
% YoY 7.5 10.9 38 102 19.8 19.4 27.1 30.6 192
% QoQ 0.7 6.5 (1.4) 4.2 25 6.7 4.9 7.1 (0.0)
- Resident TD 187 198 195 202 225 239 252 270 270
- Non Resident TD 23 22 23 22 23 24 25 26 26
- Interbank TD 29 34 33 37 39 41 41 45 45
Source: Company, Elara Securities Research
Exhibit 6: NIM declined by 21bps to 3.48%, cost of funds rose 17bps
(%) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Yield on advances 10.7 11.00 10.65 10.81 10.99 11.67 11.55 11.56 11.44
Cost of funds 6.1 6.04 6.00 5.97 6.05 6.41 6.70 6.85 7.02
NIM 3.6 3.93 3.61 3.88 4.02 4.18 3.83 3.69 3.48
Source: Company, Elara Securities Research
Exhibit 7: GNPA/NNPA came in at 3.43%/1.22% from 3.63%/1.22% in Q2FY24
INR mn Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24
Opening GNPA 12,849 13,398 12,899 12,879 12,489 12,229 11,229 11,809 12,809
Slippages 4,575 3,781 5710 4,550 4,030 2,690 3,420 3,950 4,280
Recoveries 1,843 1,621 1,370 1,390 1,550 1,420 1,040 1,040 1,200
Upgradation 2,171 2,642 4,330 3,140 2,200 1,640 1,070 1,850 2,190
Write-offs 12 17 30 410 540 630 730 60 20
Closing GNPA 13,398 12,899 12,879 12,489 12,229 11,229 11,809 12,809 13,679
GNPL (%) 4.8 4.3 4.2 3.9 3.6 3.2 3.26 3.36 3.43
NNPL (%) 2.6 2.0 1.8 1.5 1.4 1.0 1.19 1.28 1.22
PCR (%) - Reported 62.2 67.8 69.5 72.8 74.7 79.3 77.1 755 76.4
Credit cost (%) - Calculated 1.42 0.95 0.48 0.41 0.51 0.62 0.43 0.44 0.43
Source: Company, Elara Securities Research
Exhibit 8: Segment-wise GNPA — Some segments see rise in GNPAs
GNPLs (INR mn) Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
Mortgages 3,850 3,420 3,310 2,950 2,900 2,700 3,160 3,610 4,200
Gold loan (incl co-lending) 1,370 1,330 1,060 410 290 190 240 420 320
Commercial vehicle 2,360 2,260 2,300 2,180 2,080 1,790 1,520 1,550 1,570
AIB 3,000 2,920 3,170 2,970 2,900 2,740 2,940 3,000 3,240
Corporate banking 1,020 1,010 1,010 2,040 2,150 1,990 2,210 2,280 2,280
SME+ MSME 1,200 1,380 1,490 1,480 1,470 1,300 1,380 1,540 1,650
Others retail 600 580 540 460 440 520 360 410 420
Total 13,400 12,900 12,880 12,490 12,230 11,230 11,810 12,810 13,680
(%) of loans
Mortgages 3.31 2.87 2.64 2.20 2.06 1.79 1.99 2.18 2.40
Gold loan (incl co-lending) 5.50 3.81 3.95 1.34 0.83 0.50 0.59 0.99 0.70
Commercial vehicle 21.33 25.89 25.71 31.67 37.11 37.19 38.95 51.98 67.18
AIB 4.93 4.78 5.06 4.39 4.00 3.42 3.57 3.42 3.48
Corporate banking 3.69 3.47 3.39 6.27 6.52 7.33 7.69 7.28 7.50
SME+ MSME 4.34 5.27 5.55 4.98 4.90 4.50 5.81 6.26 7.06
Others retail 7.23 4.98 3.02 3.97 3.42 3.60 2.11 2.24 2.16
Total 4.84 4.43 4.32 3.99 371 3.27 333 3.44 3.51

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited
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Exhibit 9: Outstanding stressed book down from 7.4% in Q2 to 6.5% in Q3

INR mn Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24

GNPLs 12,899 12,885 12,492 12,233 11,228 11,814 12,813 13,676
Std. restructured book 21,560 20,940 19,710 18,760 17,790 16,180 14,610 11,590
Total stress book 34,459 33,825 32,202 30,993 29,018 27,994 27,423 25,266

Stress book (%) of loans 11.8 11.3 10.3 9.4 8.4 7.9 74 6.5

Source: Company, Elara Securities Research

Exhibit 10: Q3FY24 results highlight

(INR mnj Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%)

Interest income 13,741 10,717 28.2 13,056 52

Interest expenses 9,001 6,257 43.9 8,299 8.5

Net interest income 4,740 4,460 6.3 4,757 -0.4

Other income 1,237 954 29.7 1,074 15.2

Operating expenses 3,862 3,473 11.2 3,725 3.7

Staff expense 1,984 1,796 10.5 1,889 5.0

Other opex 1,878 1,677 11.9 1,836 23

Pre prov op profit (PPP) 2,115 1,941 9.0 2,105 0.5

Provisions 410 407 0.8 397 33

Profit before tax 1,705 1,534 11.1 1,708 -0.2

Provision for tax 439 396 11.0 441 -0.3

Profit after tax 1,266 1,139 11.2 1,268 -0.2

EPS (INR) 4.1 3.7 4.1

Ratios (%)

NIl / Gl 345 41.6 364

Cost - income 64.6 64.1 63.9

Provisions / PPOP 19:4 21.0 18.8

Tax rate 25.8 25.8 25.8

Balance sheet data

Advances (INR bn) 390 330 18.2 373 4.5

Deposits (INR bn) 471 395 19.3 455 3.6

CD ratio (%) 82.7 83.4 81.9

Asset quality

Gross NPA 13,676 12,233 11.8 12,813 6.7

Gross NPAs (%) 3.4 3.6 3.4

Net NPA 4,769 4,533 52 4,764 0.1

Net NPA(%) 1.2 1.4 1.3

Provision coverage (%) 65.1 62.9 62.8

Source: Company, Elara Securities Research

Exhibit 11: Change in estimates

(INR mnj Revised Old % Change New

FY24E FY25E FY24E FY25E FY24E FY25E FY26E

Net interest income 19,058 22,553 19,351 22,743 (1.5) (0.8) 26,517

Operating profit 8,703 11,229 9,298 11,695 (6.4) (4.0) 13,872

Net profit 5,202 6,445 5,540 6,745 (6.1) (4.5) 7,704

TP (INR) 165 147 12

Rating Accumulate Buy

Source: Elara Securities Estimate

Elara Securities (India) Private Limited
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DCB Bank

Q3FY24 Conference Call — Highlights

Business momentum

DCBB endeavors to double the balance sheet in 3-4
years, with focus on AIB, tractors, gold loans and
home loans.

In Q3FY24, advances grew 18% YoY and deposit 19%
YoY.

SME/MSME disbursals: In FY23, most SME/MSME
disbursals were from TReDs, absent in Q3. Self-
employed base is largely from services and retail is
higher. Manufacturing is fairly limited, thus linkage
with larger group is less.

Corporate book is a combination of short term loans
and long term. The proportion of this book may be
range-bound at 8-9% and thus, may not grow
aggressively.

Co-lending: DCBB is in partnerships with originators
in different segments/products or geographies -
Gold loans, home loans, school finance, business
loans. The composition may not increase substantially
and may grow in-line with the overall book.

Commercial vehicle: The book has been declining
since pre-pandemic. Mainly, recovery is being made
from this book.

Consumption-led demand in advances is there from
urban areas.

Growth trends for the target segment are as follows
- AIB 28-30% YoY, co-lending 25% YoY, and
mortgage 25% YoY (further room for improvement).

The focus is on growing the deposit base at higher
rate than advances.

CASA ratio has improved to 26.1% from 25% in
Q2FY24. CASA growth was led by SA growth -
Fintech partnerships, large base of FOS, UPI cashback
product.

Average ticket size in SA was INR 1,00,000-1,50,000,
thus the impact of higher rate of SA at 7% is very less.

Deposit concentration in top-20 has come down from
7.05% in Q2FY24 to 6.75% in Q3FY24.

Asset quality

GNPA/NNPA came in at 3.43%/1.22% in Q3 versus
3.36%/1.28% in Q2FY24. As a result, PCR has
increased to 76%.

Mortgage GNPA rise is mainly due to moratorium
customers as EMI has increased and it takes about 6-
9 months for the pool to mature. However, recoveries
and upgrades have been strong.

Elara Securities (India) Private Limited

Slippages ratio was a tad higher at 4.63% in Q3FY24
versus 4.48% in Q2FY24, led by mortgages primarily
from customers. Slippages are in-line with the
management’s expectations as these are from the
restructured book or moratorium book. Slippages (ex-
gold) have come down to 2.55% from 2.69% in
Q2FY24. DCBB views this as manageable.

Recoveries/upgrades, as a percentage of slippages,
have improved from 62% in Q1FY24 to 79% in
Q3FY24.

Credit cost has been flat QoQ at 28bps versus
guidance of 45bps.

Margins and cost

NIM stood at 3.48% in Q3FY24 due to increase in the
cost of funds (management reiterated itsoutlook of
3.65-3.75% NIM largely led by stabilization of cost of
funds, change in advance composition towards
higher yielding segments) (exampleshift from home
loans to LAP due to ~ 100bps differentials).the focus is
on CASA accretion and volume-led growth (which
may come in 4-5 months).

The cost of funds may go up in Q4 as well (or
maximum five months), after which it may stabilize.

Incremental cost of deposits, renewal of deposit may
be at current rate, which is at peak; thus only a
marginal increase in cost.

EBLR increases have been passed on to customers.

Decline in yield on advances is due to product mix
(example higher co-lending, but changes within co-
lending may also help in improving yields).

Other highlights

Opex: DCBB continues to add people in target
segments of AIB, gold loans, tractors, home loans and
investment in tech. The intention is to grow opex
lower than income.

C/A may come down YoY even though frontline
investment in staff continues as the portfolio
continues to grow. The aim is to be at 2.4-2.5%.

CRAR stood at 15.72% with tier | at 13.69% (which
declined 59bps QoQ). However, DCBB does not
expect to raise capital in the next 12 months as its
RWA consumption is 53-55% of the loan book, and
given the RBI's permission to let the promoter infuse
USD 10mn and plough back for profits.

The impact of RBI circular on CET-1 was ~20bps.
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Date Rating Target Price Closing Price

1 24-Jan-2023 Accumulate  INR 145 INR 124
2 3-Apr-2023  Buy INR 130 INR 107
3 28-Jul-2023 Accumulate  INR 147 INR 129
4 31-Oct-2023 Buy INR 147 INR 115
5 24-Jan-2024 Accumulate  INR 165 INR 144
Guide to Research Rating
BUY Absolute Return >+20%
ACCUMULATE Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%
SELL Absolute Return <-5%
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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.

Disclosures for U.S. Investors

The research analyst did not receive compensation from DCB Bank Limited.

Elara Capital Inc.’s affiliate did not manage an offering for DCB Bank Limited.

Elara Capital Inc.’s affiliate did not receive compensation from DCB Bank Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from DCB Bank Limited in the next 3 months.

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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