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Punjab National Bank BUY

Sector: Banking 20" November 2024

Key Changes Target v Rating A Earnings A Target Rs.111

Stock Type  Bloomberg Code Sensex NSE Code BSE Code  Time Frame cmp Rs.101
Large Cap PNB:IN 77,578 PNB 532461 12 Months ~ Return +10%

Data as of: 19-11-2024
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Robust Quarter, asset quality improved

Punjab National Bank is a leading Indian public sector bank providing corporate and

W

Company Data

Market Cap (Rs. cr) 115,975

52 Week High — Low (Rs.) 143-76 personal banking services. Currently, the bank has 10,159 branches and 12,040

Outstanding Shares (Rs cr) 1,149.3 ATMs.

Free Float (%) 30.0

Dividend Yield (%) 15 e In Q2FY25, PNB’s standalone interest income rose 13.4% YoY to Rs. 29,875cr,

6m average volume (cr) 4.2 fuelled by strong growth in interest on advances (+14.7% YoY), bank funds

Beta 1.6 (+14.8% YoY) and investment income (+8.8% YoY).

Face value (Rs.) 20 | o Interest expenses surged 17.8% YoY to Rs.19,358cr, primarily due to rise in the
H 0,

Shareholding (%) auil) sllacs 2D cost of deposits. As a result, net interest income (NII) grew 6.0% YoY to Rs.

Promoters 73.2 73.2 70.1 . .

Fi's 48 2 8.4 10,517cr. However, the net interest margin (NIM) contracted by 19bps YoY to

MFs/lnstitutions 12.4 10.8 117 2.9% during Q2FY25.

Public 9.1 9.6 9.1 e  Cost to income ratio increased to 54.6% (vs 52.0% in Q2FY24), largely attributed to

Others 0.5 0.9 0.7 elevated deposit costs. Moreover, staff cost to income ratio increased to 38.1% ,

Total 100.0 100.0 100.0 due to creation of AS 15 wage related provisions.

Promoter Pledge Nil Nil Nil . . . .

Price Performance 3 Month 6 Month 1 Year e  Profit after tax (PAT) soared 145.1% YoY to Rs. 4,303cr, driven by higher other

Absolute Return -12.4% -20.9% 25 79% income (+51.0% YoY) and substantial decrease in provisions (-91.6% YoY).

Absolute Sensex -1.9% 6.1% 19.5%

Relative Return -10.5% -27.0% 6.3%

over or under performance to benchmark index Valuation

[ 1s0
PNB delivered a strong quarter, marked by significant asset quality improvements
130
and a healthy loan book expansion. Going forward, the increasing share of retail,
o agriculture, and MSME segments in the loan portfolio is expected to sustain margins.

=0 Improving asset quality ratios, potential decline in cost-to income ratio, declining

/

70 credit costs, and enhanced recoveries position expected to drive future growth.
Mow-23 Feb-24 May-24 Aug-24 Nonw-24

- Additionally, the company plans to increase the proportion of RAM portfolio,

Sensex Rebased

enhancing overall profitability. Therefore, we upgrade our BUY rating on the stock,

Y.E March (cr) FY24A  FY25E FY26E 4 on 0.9x FY26E BVPS. with a reviced o of Rs. 111
Net Interest Income 40,083 43406 48,243 based on 0.9x FY26 , with a revised target price of Rs. .
Growth (%) 16.2 83 11.2
NIM (%) 2.9 29 29 Quarterly Financials Standalone
Pre-Provision Profit 24931 29,155 33,274
Net Profit 8,245 15,743 16,8904 | |[ENs Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) H1FY25 H1FY24 YoY (%)
(1)
Growth (%) 2288 91.0 7.3 Net Interest Income 10,517 9,923 6.0 10476 04 20993 19,427 8.1
Adj. EPS 75 13.7 147
Growth (%) 228.8 82.9 Py Total Income 34,447 29383 172 32,166 7.1 66,613 57,962 14.9
BVPS 96.7 108.8 1216 | |Total Expenditure 27,504 23167 19.1 25585 7.9 53179 45778 16.2
PIE 16.6 7.3 6.8 Pre-Provision Profit 6,853 6,216  10.2 6581 41 13434 12,184 10.3
P/B ] 1.3 09 0.8 PBT 6,565 2,772 136.8 5269 24.6 11,834 4,775 147.8
ROE\(%) 8.0 i 128 | |Rep. PAT 4303 1756 1451 3162 361 7,465 3012 147.9
RoA (%) 0.5 1.0 0.9 _
Adj PAT 4,303 1,756 1451 3,162 36.1 7,465 3,012 147.9
EPS (Rs.) 39 16 1453 30 322 69 27  150.9

(5
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Key Highlights
e PNB’s advances rose 3.2% QoQ to Rs. 1,061,904cr, fuelled by broad-based growth across domestic advances (+2.7%

QoQ), retail (+6.6% QoQ) and MSME segments (+5.7% QoQ).

o Deposits showed a 3.6% QoQ growth to Rs. 1,458,342cr, primarily driven by growth in domestic (+3.4% QoQ) and
term deposits (+4.9% QoQ). This resulted in slight decrease in CASA ratio to 39.3% (vs 40.1% in Q1FY25).

e  On the asset quality front, slippages witnessed a 19.4% YoY increase to Rs. 2,181cr. However, driven by robust re-
coveries and upgrades, the bank’s asset quality showed significant improvement. The gross non-performing assets
(NPAs) ratio declined to 4.5% from 7.0% in Q2FY24, while the net NPAs ratio dropped to 0.5% from 1.5% in Q2FY24.
Additionally, the provision coverage ratio strengthened to 90.2%.

e The FY25 guidance for Gross NPA has been reduced to below ~4% from 5% earlier.
o The bank has lowered its credit cost guidance to below 0.5% from 1% earlier for FY25.

e PNB aims to deliver robust NII growth every quarter, with FY25 NIM guidance at 2.9% to 3.0%.

Gross Advances Total deposits
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et Interest Income === Growth (YoY) m— AT (cr) —— Growth (YoY)

Change in Estimates

0Old estimates New estimates Change (%)

Year /Rs cr FY25E FY26E FY25E FY26E FY25E FY26E
Net Interest Income 47,332 54,215 43,406 48,248 -8.3 -11.0
Net Interest Margin 3.1 3.2 2.9 29 -20bps -30bps
Pre-Provision Profit 32,335 38,045 29,155 33,274 -9.8 -12.5

Net Profit 11,982 15,259 15,743 16,894 314 10.7
EPS 10.9 13.9 13.7 14.7 257 57
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Standalone Financials

Profit & Loss Balance Sheet

Y.E March (Rs.

cr) ( FY2  FY23A  FY24  FY25E  Fv2 Qg YEMACh(Rs-pyppp  pvasa Fvae FvasE FvaeE
Interest Income 74880 85144 106902 117,901 130,063

Interest Expense 46,185 50,652 66,819 74494 81815 Cash & Balances 132,647 155,109 129,105 135,608 142,761

Net Interest In-

e 28,604 34,492 40,083 43,406 48,248 Investments 372,168 395997 420,318 451,842 484,601
% Change 6.1 20.2 16.2 8.3 11.2

N eest [ Advances 728,186 830,834 934,431 1,046,562 1,172,150
come 12,320 12,143 13,384 15793 18,635

Net Income 41014 46634 53467 59199 66,383 Fixed Assets 10,674 12,051 12,319 12,592 12,872
Total Income 87,199 97,287 120,285 133,693 148,698 Other Assets 71,131 67,841 65,663 63,555 61,515
Operafing Expens- 50953 24105 28536 30,043 33,609

es Total Assets 1,314,805 1,461,831 1,561,835 1,710,159 1,873,899
Total Expenditure 66,438 74,758 95,354 104,538 115,423

E;g;iFt’rovisioning 20,762 22,520 24,931 29155 33,274 Capital 2,202 2,202 2,202 2,299 2,299
Prov_isions 16,445 18,240 11,737 4,556 6,878 geserves & 93285 97,653 104,274 122716 137,496
Profit Before Tax 4,316 4,288 13,194 24599 26,396 urplus

Tax 859 1781 4950 8856 9,503 Deposits 1146218 1,281,163 1,369,713 1,506,684 1,657,353
Tax Rate (%) 19.9 415 37.5 36.0 36.0

Miinarity interests 0 0 0 0 0 Borrowings 45,681 51,292 50,430 52,951 55,599
Net Profit 3457 2,507 8245 15743 16,894 Other Liabiltes 27,418 29,521 35216 25509 21,152
% Change 71.0 275 228.8 91.0 7.3

Adj. 0 0 0 - - Total Liabilities 1,314,805 1,461,831 1,561,835 1,710,159 1,873,899
Adj. Net Profit 3,457 2,507 8,245 15,743 16,894

No. of Shares (cr) 1,101 1,101 1,101 1,149 1,149 BUPS 86.7 9.7 %.7 108.8 121.6
Adj. EPS (Rs.) 3.1 2.3 7.5 13.7 14.7 Adj. BVPS 55.0 70.2 73.6 91.1 107.5
% Change 62.7 275 228.8 82.9 7.3

DPS 0.6 07 15 17 18 % Change -0.1 46 6.6 12.5 11.8
Ratio

Y.E March FY22A FY23A FY24A FY25E FY26E
Valuation

P/E (x) 10.9 20.3 16.6 7.3 6.8

P/BV (x) 0.4 05 13 0.9 0.8

Div. Yield (%) 1.9 1.4 1.2 1.7 1.8
Profitability & Return (%)

Yield on Advances 6.9 74 8.6 8.5 8.4

Cost of Deposits 3.9 4.0 4.9 5.0 5.0
Spread 3.0 3.3 3.7 35 34

NIM (calculated) 25 2.8 29 29 29

ROE 37 26 8.0 136 12.8

ROA 0.3 0.2 0.5 1.0 0.9
Capital Adequacy (%)

CAR 145 15.5 16.0 15.6 15.4

Tier | 1.7 12.7 13.2 12.9 12.8

Tier Il 2.8 2.8 2.8 2.7 2.6

Asset Quality (%)

GNPA 1.8 8.7 8.7 6.9 5.8

NNPA 4.8 2.7 2.7 1.9 1.4
Operating Ratios (%)

Credit/Deposit 63.5 64.8 68.2 69.5 70.7
Cost/Income 494 51.7 53.4 50.8 50.3

CASA 47.4 43.0 41.4 417 419
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Recommendation Summary (last 3 years)

Dates Rating Target
165 A 1-Feb-22 HOLD 44
- 5-Aug-22 HOLD 36
135 A
10-Nov-22 HOLD 47
7 /) W 7-Feb-23 HOLD 54
75 PP 4ot 14-Sep-23 HOLD 80
45 A T 13-Nov-23 HOLD 81
15 . . . . . . 2-Feb-24 HOLD 138
Nowv-21 May-22 Nowv-22 May-23 Nowv-23 May-24 MNowv-24 20-Nov-24 BUY 111
Ratings Large caps Midcaps Small Caps
Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral
Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the
stock with the expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has
no investment opinion on the stock.

Symbols definition:
ymbols definition . Upgrade No Change v Downgrade

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to
volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at
appropriate time. Please note that the stock always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES
Certification: |, Arun Kailasan, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or
securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com /research-disclosures#fundamental-research

CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The target price and recommenda-
tion provided in the report are strictly Geojit's views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion on valuation and the associated recommendations. CRISIL
has no financial liability whatsoever, to the subscribers / users of this report.

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited (NBFC), Geojit Investment
Limited (financial Services Company), Geojit Techloan Private Ltd( P2P lending ) Geojit IFSC Ltd ( a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securi-
ties LLC ( a joint venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit Capital
Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Business Consultancy and Information KSC (C) (a joint venture in Kuwait-engaged in Financial services ). In
the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market inter-
mediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against
us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment
decision:

1. Disclosures regarding Ownership:

Geajit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein, at the time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the end of the month immediately preceding the date of
publication of the research report.

Further, the Analyst confirms that:(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict
in the subject company, at the time of publication of the research report (ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject compa-
ny covered, at the end of the month immediately preceding the date of publication of the research report

2. Disclosures regarding Compensation:

During the past 12 months, Geajit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company (c) Have not received
any compensation for investment banking or merchant banking or brokerage services from the subject company. (d) Have not received any compensation for products or services other
than investment banking or merchant banking or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company or
third party in connection with the research report (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining
to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company: Digitally signed

It is affirmed that I, Arun Kailasan, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company ARUN EVAI’:::‘SJX‘N

5. Disclosure regarding Market Making activity: KAILASAN pate: 2024.11.20
16:55:20 +05'30'

Neither Geoijit/its Analysts have engaged in market making activities for the subject company.
6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to inves-
tors.”

7. standard Warning: - INVEStmMent in securities market are subject to market risks. Read all the related documents
carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before
investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor
queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi — 682024; Phone: +91 484-
2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi —
682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research
Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098,
IRDA Corporate Agent (Composite) No.: CA0226.
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