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Estimate change - CMP: INR588 TP: INR730 (+23%) Buy
TP change -)
Rating change ) Cost control drives earnings beat; asset quality
deteriorates slightly
Bloomberg AUBANK IN
Equity Shares (m) 744 ROA outlook steady
M.Cap.(INRb)/(USDb) 442.6/51 m AU Small Finance Bank (AUBANK) reported 3QFY25 PAT of INR5.3b (8%
52-Week ﬁa”ge(("\;R) 75/5 //534 beat), led by controlled opex, though provisioning expenses were high.
1, 6, 12 Rel. Per (% 10/-4/-27 o . .
12M Avg Val (INR M) 5154 ™ NIl grew 2.4% QoQ to INR20.2b (in line), while NIMs declined by 23bp QoQ
on higher proportion of investments book, adverse loan mix and higher CoF.
Financials & Valuations (INR b) m  PPoP grew 6.5% QoQ to INR12.1b (8% beat) as opex was 8% lower vs. our
Y/E March FY24 FY25E FY26E estimate. The C/I ratio declined to 54.4% (56.7% in 2Q), though it is
NIl 516  80.2 100.1 expected to increase in 4Q amid healthy business growth.
Ei;P ig': ‘21‘11'(7) 23'; B Business growth was healthy as advances grew 5% QoQ to INR995.6b and
NIM (%) <> 62 60 deposits growth was slightly lower at 2.3% QoQ to INR1.12t. The CD ratio
EPS (INR) 23.0 29.7 37.4 jumped to 88.7% from 86.7% in 2QFY25.
EPS Gr. (%) 43 293 260 m S|ippages were elevated at INR9.6b vs. INR7.4 in 2Q and INR5.4b in 1Q.
BV/Sh. {INR) 187 2L 257 GNPA/NNPA ratios inched up 33bp/16bp QoQ to 2.21%/ 0.91%. PCR declined
ABV/Sh. (INR) 183 213 248 ratios inched up 33bp, p QoQto 2.21%/ 0.91%. ecline
Ratios to 61.2%. Credit cost as % of total assets rose to 0.36% (1.4% annualized).
RoA (%) 1.5 1.6 1.7 m We tweak our estimates slightly and expect the bank to deliver RoA/RoE of
\RI°IE (‘f’_) 131 145 157 1.74%/17.3% by FY27E. Reiterate BUY with a TP of INR730 (based on 2.6x
aluations
P/E(X) 259 200 159 Sep’26E BV).
P/BV (X) 3.2 2.7 2.3
P/ABV (X) 3.2 2.8 24 Healthy growth in advances; secured loan business performing well
m  AUBANK reported 3QFY25 PAT of INR5.3b (8% beat), led by strong cost
Shareholding pattern (%) control, while provisions were higher. In 9MFY25, earnings grew 38% YoY to
As On Dec-24 Sep-24 Dec-23 . .
b INR16b. We estimate 4QFY25 earnings to grow 34% YoY to INR4.96b.
romoter 22.9 22.9 25.5 o ] )
DIl 18 201 508 M Nilgrew 2.4% QoQ to INR20.2b (in line). Margins declined 23bp QoQ to
Fil 39.4 40.7 41.1 5.9%. Management has guided for steady margin, as it expects controlled
Others 16.0 16.2 12.6 CoF. Provisions were high at INR5b (8% higher than MOFSLe, +34.5% QoQ).

FIl Includes depository receipts

m  Otherincome declined 3% QoQ to INR6.2b (5% miss), due to a decline in fee
income and treasury income. Opex fell 3% QoQ to INR14.4b (8% below
est.). The C/I ratio thus declined to 54.4% from 56.7% in 2QFY25.

m  Advances grew 5% QoQ, with commercial assets up 6.4% QoQ and retail up
4.8% QoQ. Deposits increased by 2.3% QoQ to INR1.12t. The CD ratio thus
jumped to 88.7%. However, the CASA mix moderated to 31%. The cost of
funds was under control at 7.04%.

m  Slippages were high at INR9.6b. GNPA/NNPA ratios thus increased 33bp/16bp
QoQ to 2.21%/0.91%. PCR declined to 61.2%.

m Credit cost as % of total assets increased to 0.36% (1.4% annualized), driven
mainly by the ongoing stress in the unsecured (MFI and Credit Cards). The
bank expects credit costs to remain elevated in 4QFY25; however, stress has
started easing in Dec’24.
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Highlights from the management commentary

m The bank increased its rate by 10bp in peak TDs. Despite this, the CoF guidance
is maintained at 7.10-7.15%.

m  C/Ifor the entire year would be ~58% as 4Q will have more opex on seasonally
strong business growth. The bank aims to maintain C/I of 55% for the next two
years.

m  Although credit cost will be high, RoA would be maintained at ~1.6% in FY25.
GLP growth is expected at 20% (25% guidance earlier), affected by a decline in
unsecured business, while the secured portfolio will grow faster at 23-24%.

B December was better than November in terms of disbursements and collection
efficiency in standard advances.

Valuation and view

AUBANK reported a decent quarter. Although the credit cost was high, the bank has
well utilized its opex lever to deliver decent earnings. Margins for the merged entity
declined by 23bp QoQ. Management expects margin to remain healthy amid
controlled CoF, stable asset yields and healthy traction across business segments.
On the business front, loans grew at a faster rate vs. deposits. As a result, the C/D
ratio increased to 88.7%. Asset quality deteriorated, resulting in higher-than-
estimated provisions. Management expects the credit cost to remain elevated and
guides for a full-year credit cost of around 1.5-1.6%. The conversion to a universal
bank will further enable healthy growth and strengthen the bank’s market
positioning. We tweak our estimates slightly and expect the bank to deliver RoA/
RoE of 1.74%/17.3% by FY27E. Reiterate BUY with a TP of INR730 (based on 2.6x
Sep’26E BV).

Quarterly performance

(INR b)

FY24 FY25E FY24 FY25E FY25E v/sEst
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE 3QE
Net Interest Income 12,5 12,5 13.2 13.4 19.2 19.7 20.2 211 51.6 80.2 20 -0.1
% Change (Y-0-Y) 27.7 15.3 14.9 10.2 54.1 58.1 52.7 57.6 16.5 55.6 52.9
Other Income 3.2 4.1 4.5 5.6 5.1 6.4 6.2 7.0 17.5 24.6 7 -49
Total Income 15.6 16.6 17.7 18.9 24.3 26.1 26.4 28.0 69.0 104.9 27 -1.3
Operating Expenses 10.2 10.3 11.2 12.3 14.8 14.8 14.4 16.2 44.6 60.1 16 -8.2
Operating Profit 5.5 6.3 6.6 6.6 9.5 11.3 12.0 11.8 24.4 44.7 11 8.5
% Change (Y-0-Y) 38.6 26.0 18.2 16.3 74.3 80.0 83.4 78.4 20.7 83.5 69.1
Provisions 0.3 1.0 1.6 1.3 2.8 3.7 5.0 5.3 4.4 16.8 5 8.0
Exceptional item - - - 0.8 - - - - - - 0
Profit before Tax 5.1 5.3 5.0 4.5 6.7 7.6 7.0 6.6 20.0 27.9 6 838
Tax 1.3 1.3 1.2 0.8 1.7 1.9 1.7 1.6 4.6 6.9 2 10.8
Net Profit 3.9 4.0 3.8 3.7 5.0 5.7 5.3 5.0 15.3 21.0 5 8.1
% Change (Y-o0-Y) 44.4 17.3 (4.5) (12.7) 29.9 42.1 40.8 33.8 7.5 36.7 30.2
Operating Parameters
Deposit (INR b) 693.2 7574 801.2 871.8 9729 1,0969 1,122.6 1,180.2 871.8 1,180.2 1,122.6
Loan (INR b) 628.6 641.7 667.4 731.6 8965 9484 995.6 1,064.5 731.6 1,064.5 996.1
Deposit Growth (%) 26.9 29.8 31.1 25.7 40.4 44.8 40.1 35.4 25.7 35.4 40.1
Loan Growth (%) 29.2 24.0 20.0 25.2 42.6 47.8 49.2 455 25.2 45.5 49.2
Asset Quality
GNPA (%) 1.8 1.9 2.0 1.7 1.8 2.0 2.3 2.5 1.7 2.5 2.2
NNPA (%) 0.6 0.6 0.7 0.6 0.6 0.8 0.9 0.9 0.5 0.9 0.8
PCR (%) 69.0 69.1 66.0 67.6 65.1 62.8 61.2 61.4 64.3 61.4 63.1

E: MOFSL Estimates
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Quarterly snapshot

FY24 FY25 Change (%)
Profit and Loss (INR b) 1Q 2Q 3Q 4Q 1Q 2Q 3Q YoY QoQ
Net Interest Income 125 12.5 13.2 134 19.2 19.7 20.2 53 2
Other Income 3.2 4.1 4.5 5.6 5.1 6.4 6.2 38 -3
Total Income 15.6 16.6 17.7 18.9 24.3 26.1 26.4 49 1
Operating Expenses 10.2 10.3 11.2 12.3 14.8 14.8 14.4 29 -3
Employee 5.1 5.1 5.3 5.6 7.9 7.9 7.5 43 -4
Others 5.1 5.1 5.9 6.7 6.9 7.0 6.8 16 -2
Operating Profits 5.5 6.3 6.6 6.6 9.5 11.3 12.0 83 6
Provisions 0.3 1.0 1.6 1.3 2.8 3.7 5.0 216 35
PBT 5.1 53 5.0 6.1 6.7 7.6 7.0 41 -7
Taxes 1.3 1.3 1.2 0.8 1.7 1.9 1.7 42 -7
PAT 3.9 4.0 3.8 3.7 5.0 5.7 5.3 41 -7
Balance Sheet (INRb)
Loans 629 642 667 732 897 948 996 49 5
Deposits 693 757 801 872 973 1,097 1,123 40 2
CASA Deposits 243 257 264 291 320 355 344 30 -3
- Savings 210 210 226 238 273 295 288 27 -3
-Current 32 46 38 53 47 60 56 47 -6
Loan Mix (%) Change (bp)
Retail 78.9 77.2 75.8 75.5 79.0 78.1 77.9 209 -25
Wheels 33.1 31.9 30.1 304 26.7 26.6 28.0 -211 146
Secured MSME 29.9 28.6 28.4 27.8 26.0 25.4 25.1 -337 -28
Housing 7.4 7.8 7.8 8.0 9.0 9.0 9.0 117 -2
Gold + Agri 7.4 7.8 7.8 8.0 9.0 9.0 9.0 117 -2
Credit Cards 3.0 3.5 4.1 4.1 3.5 3.4 3.0 -110 -48
MFI 0.0 0.0 0.0 0.0 7.7 7.5 7.0 702 -50
Others 4.0 4.0 3.9 3.8 2.8 2.9 2.8 -108 -14
Wholesale 21.1 22.8 24.2 24.5 21.0 21.9 22.1 -209 25
NBFC 3.7 3.9 4.1 4.1 3.5 3.4 3.0 -110 -48
RE Group 2.0 2.1 2.3 2.6 2.3 2.4 2.6 33 20
Business Banking 8.7 9.4 10.1 9.9 8.3 8.6 89 -121 23
Asset Quality (INR m)
GNPA 11.2 12.4 13.4 12.4 16.1 19.0 23.4 74 23
NNPA 3.5 3.8 4.6 4.0 5.6 7.1 9.1 99 28
Slippages 3.2 3.5 4.0 3.0 5.4 7.4 9.6 137 30
Asset Quality Ratios (%) 1Q 2Q 3Q 4Q 1Q 2Q 3Q YoY(bp) QoQ(bp)
GNPA (%) 1.76 1.91 1.98 1.67 1.78 1.98 2.31 33 33
NNPA (%) 0.55 0.60 0.68 0.55 0.63 0.75 0.91 23 16
PCR (calc, %) 69.0 69.1 66.0 67.6 65.1 62.8 61.2 -473 -161
PCR (inc TWO, %) 69.0 73.0 72.0 76.0 76.0 82.0 80.0 800 -200
Slippage Ratio (annaualised) 2.3 2.4 2.6 2.0 3.5 4.6 5.7 309 114
Business Ratios (%)
CASA (Reported) 35.0 33.9 33.0 33.0 33.0 32.0 31.0 -200 -100
Loan/Deposit 90.7 84.7 83.3 83.9 92.1 86.5 88.7 539 223
Othr Inc to Total Inc 20.2 24.6 25.3 29.4 21.0 24.4 23.4 -193 -101
Cost to Income 65.0 62.0 63.0 64.9 60.8 56.7 54.4 -859 -230
Cost to Avg Assets 5.0 4.7 4.9 4.9 5.4 5.0 4.7 -21 -34
Tax Rate 24.6 24.7 24.7 13.8 24.9 24.7 24.9 18 13
Capitalisation ratios (%)
Tier-1 19.9 21.0 19.5 18.8 19.5 17.4 16.9 -260 -50
-CET1 19.9 21.0 19.5 18.8 19.5 17.4 16.9 -260 -50
CAR 21.5 22.4 20.8 20.1 20.8 18.5 18.0 -280 -50
LCR 139.0 125.0 123.0 117.0 117.0 112.0 115.0 -800 300
Profitability Ratios
Yield on AUM 13.4 13.3 13.2 13.2 14.4 14.4 14.4 120 0
Cost of funds 6.6 6.7 6.9 7.0 7.0 7.0 7.1 16 2
Margins 5.7 5.5 5.5 5.1 6.0 6.1 5.9 40 -15
RoA 1.7 1.7 1.5 1.6 1.6 1.7 1.5 0 -20
Branches 476 476 0 629 637 630 617 617 -13
ATM 495 495 495 682 695 688 674 179 -14

Source: MOSFL, Company
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Highlights from the management commentary

Opening Remarks

B The Indian economy saw an uptick at the end of 2Q before slowing down in 3Q.
However, the rural economy and government spending have increased.

m Deposits are analyzed based on growth, CASA ratio, LCR, CD ratio and COF, and
the bank aims to maintain these ratios at an optimal level. This year the bank
has grown 16% YoY on deposits side. Bank grew 2.3% QoQ on deposits on
account of withdrawal of some government accounts.

B CASA ratio stands at 31% and LCR is at 115%, up 3% QoQ. About 80% of deposits
are stable.

m  The bank focuses on the right mix of deposits with optimal pricing. Incremental
CoF improved to 7.4%, though the current market environment is challenging.

B The bank increased its rate by 10bp in peak TDs. Despite this, the CoF guidance
is maintained at 7.10-7.15%.

®  Branch banking is in focus in the top 20 cities, of which Delhi, Jaipur and
Bangalore are performing well. The bank plans to open 70-80 new branches in
these cities.

B The bank has made a lot of efforts to improve branch profitability.

m [ts loan portfolio has grown 13% YTD, faster than the system and that of other
peers.

B Retail business book forms 67% of the total business portfolio and is a flagship
franchise, which has been built over the years. This segment is performing well
with 14% growth YTD and will benefit from an increase in the number of
touchpoints.

m  December is strong in terms of asset quality.

®  Wheels book makes up 32% of the GLP and is expected to grow 25% YoY. Yields
have improved by 25bp YoY and asset quality is broadly well. It will be present in
530 touchpoints by FY26 end and will be expanded to bigger geographies.

®  Mortgage book forms 33% of the GLP and has ATS of INR1.2-1.3m; there are no
close peers operating in a similar yield. MBL is expected to grow in low teens.
Credit cost is 0.6% YTD. It is present in 900 touchpoints in this segment.

B Gold forms 2% of the portfolio and expertise comes from Fincare. Gold grew
29% YTD with yields of 16%. The latest guidelines of the RBI provide the level
playing field for the bank.

m  Commercial banking is 21% of the portfolio. Competition is mainly with other
private sector banks. Growth and asset quality remain largely on track.
Commercial banking generated INR110b of deposits for the bank.

m  AD1 business is gaining traction and is important for current account.

B Aninclusive finance bank is key to fulfilling financial inclusive charter. The total
book is INR78b and the MFl is the biggest in this portfolio with a strong MFI
franchise. It has the lowest exposure in the industry and the book is well
diversified.

®  MFI industry is under stress due to high customer indebtedness; however, the
long-term prospects remain strong. The bank has tightened its MFI norms and
has improved collection efforts.

m  MFI GLP declined 6% QoQ and credit cost was 9.4% annualized. SMA pool was
4.4%. Collection efficiency has bottomed out. December was better in terms of
collections in the MFI. The bank is keeping a close watch on the MFI segment.
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B PPoP increased 6%, driven by strong control in opex. PAT was down 7% QoQ
due to higher credit cost in MFI.

m  Achieved 1.5% of RoA in 3Q.

®  NIM decline by 23bp due to a higher proportion of investment book (~10bp),
adverse loan mix and higher CoF (~¥9bp), and NIl reversal on NPAs (~4bp).

B Insurance fee was impacted by the changes in regulatory norms of IRDA.

m C/lis expected to be at 57-58% in FY25.

m  Although the credit cost will be high, RoA will be maintained at 1.6%. GLP
growth is expected at 20% and secured portfolio will grow faster at 23-24%.

m The bank has applied for the universal banking license and is in touch with the
RBI.

Labilities

m  Fincare has 1,200 touchpoints to operate in MFI, with 70% of them being quasi-
headquarters. About 80-90 branches will be added in this experiment this year.

B 23-25% deposit growth is expected in Mar’25.

Advances

m  AUBANK wants to build MFI with the help of other secured businesses. The bank
had expected RoA of 4% in MFI, but it has given only 1% this year.

®  MFl exposure is expected to be capped at 10% and the bank will be looking at
this book differently.

m The bank has reduced the guidance as it does not want to face a hiccup in the
future.

m The bank has SMF lending. It does not expect the SMF deficit despite a slowing
MFI book. The bank is working on the digital lever and should be lesser in C/l in
next few years.

®  MFI book — CE inched up to 98.7% and is a stable outcome.

®  Gold loan circular — The BC model has to be revamped (business has to be done
from the branches). Renewal has been stopped in the industry. LTV of gold loans
has been standardized and cannot give above 75% throughout the tenure.

B The guidelines have been stringent and the bank only lacks in the delivery time
of the loan. There is a level playing field for all. Many banks might be doing this
and Fincare is already practicing this. It has been working on this and a lot of
work has to be done to come out in the final print.

B CGFMU cover is for agri and non-agri both. The industry is facing higher rates
and will be addressed by a guarantee offered by the government.

®  MFI—The bank has started with the three-lender norm and is ahead from the
MFIN industry norms.

Yields, cost and margins

m  The bank targets 2% RoA, which will be aided by a rate cut will be helpful as the
bank will be utilizing the funds in a better way.

m  CoF was 7.05% in 2QFY25.

Asset quality and provisions
B On MFI —the bank is 4.4% of SMA and 17% of borrowers have more than three
lenders. But lot of it has been arrested in the past few quarters. The bank will
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take one more quarter to have more color on it. The overall credit cost will be
1.5-1.6% for the entire bank in FY26. There as green shoots available, such as
the upcoming MFIN guidelines.

B MFI credit cost will be 6-7% in FY26 and it will remain high in 4Q. Other secured
assets will continue to improve in 4Q.

B Credit card’s credit cost, a lot more have been arrested on this too and doing
underwriting in physical basis. This quarter will see the peak credit cost, which
will ease next year.

m  3Q has been stronger than 1H, with 90% of the assets in a better shape.

m The bank has worked on underwriting in new acquisition. The bank shifted to
physical operations where digital capacities were not enough.

B SMA —the bank has standard provisions and created INR170m of provision on
MFI.

B The bank has been doing secured retail assets in the past two decades. The pain
is there in segments, in which the bank operates. The secured book is built on
productive aspects and will remain strong.

m  1H is not better for secured retail assets. Early in 2H, asset quality declines
before improving in Dec’24.

B The typical credit cost comes at a lag of six to eight months. But January,
February and March will be much better.

m  December was better than November in terms of collection efficiency in
standard advances and disbursements.

®  PCRis coming down as new fresh loans are becoming NPAs. The bank has a
prudent write-off policy. PCR is 60% for secured assets and 80% for unsecured
assets. The bank aims to achieve PCR of 70%.

Opex

m By CY26, the bank will integrate tech with Fincare. The leadership is aligned with
Fincare and saving a lot of cost here. By 4Q, the cost will be aligned with the
bigger umbrella.

m C/I for the entire year will be 58% as 4Q will have more opex seasonally. The
bank aims to maintain 55% of C/I in the next two years.

m The focus is on operational efficiency and the whole business expansion is
meant for a purpose. The bank will keep moving around and C/I will have to
move around 55% and a lot more sincerity has come in.

B Llastyear, C/l was 63-64%; despite headwinds and continuous investments, the
bank has seen a decline in the C/I ratio.

B The bank wants the C/I ratio to touch 55% in next year and wants to build more

secured class and commercial banking. There is a lot much on the table and
want to focus there. Idea is to be lower than this current year for the next year.
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Story in charts

Exhibit 1: Advances/deposits grew 5%/2.3% QoQ Exhibit 2: Trend in mix of % of total advances
—O—Advances (YoY, %) =—O=Deposits (YoY, %) Wheels Micro business loan
Home MFI+Gold
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Exhibit 3: Margin declined 23bp QoQ to 5.9% in 3QFY25 Exhibit 4: Yield on gross advances remained stable at 14.4%
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Exhibit 5: C/I ratio moderated to 54.4% vs. 56.7% in 3QFY25  Exhibit 6: CD ratio moderated to 88.7% in 3QFY25

C/I ratio(%) =—O=Cost to Assets (%) CD Ratio(%) =—O=—LCR (%)
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Exhibit 7: Fresh slippages inched up to INR9.6b in 3QFY25 Exhibit 8: Asset quality ratios deteriorated; PCR at 61.2%
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Valuation and view: Reiterate BUY with a TP of INR730

AUBANK reported a decent quarter. Although the credit cost has remained high,
the bank has well utilized its opex lever to deliver decent earnings. Margins for
the merged entity declined by 23bp QoQ. Management expects margin to
remain healthy amid steady CoF, better yields from assets and healthy traction
across business segments. On the business front, loans grew at a faster rate
than deposits. As a result, the C/D ratio increased to 88.7%.

Asset quality deteriorated, resulting in higher-than-estimated provisions.
Management expects the credit cost to remain elevated and guides for a full-
year credit cost of around 1.5-1.6%. The conversion to a universal bank will
further enable healthy growth and strengthen its market position.

We tweak our estimates slightly and expect the bank to deliver RoA/ RoE of
1.74%/17.3% by FY27. Reiterate BUY with a TP of INR730 (based on 2.6x
Sep’26E BV).

Exhibit 9: Changes to our earnings estimates

INR b Old Est. New Est. % / bp Change

FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E

NII 80.1 987 121.8 802 100.1 122.6 0.2 1.4 0.7
Other Income 253 311 380 246 303 369 -2.8 -2.8 -238
Total Income 105.4 129.8 159.8 1049 1304 1596 -0.5 04  -0.1
Opex 622 764 940 601 742 906 -3.4 -29 -36
PPoP 431 534 658 447 561 69.0 = 3.7 5.2 4.9
Provisions 150 164 177 168 191 207 123 163 17.1
PBT 281 370 481 279 37.0 482 -09 02 0.4
Tax 7.0 92 120 6.9 92 121 = -17 06 04
PAT 211 277 360 210 279 362 -0.6 05 0.4
Loans 1,059 1,314 1,629 1,064 1316 1,634 05 0.1 0.3
Deposits 1,193 1,482 1,844 1,180 1,466 1,826 -11  -1.1  -0.9
Margins (%) 6.1 5.8 5.8 6.2 6.0 5.9 5 14 9
Credit Cost (%) 1.6 1.3 1.2 1.7 1.5 1.3 15 20 18
RoA (%) 161 163 172 161 166 174 0 2 2
RoE (%) 146 156 17.2 145 157 173 -8 8 6
EPS 30 37 48 30 37 48 06 05 0.4
BV 222 257 304 221 257 304 01 0.0 0.1

Source: MOFSL, Company
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Exhibit 10: One-year forward P/B ratio Exhibit 11: One-year forward P/E ratio
P/B (x) Avg (x) Max (x) e P /E (X) Avg (x) Max (x)
8.0 Min (x) -===:#41SD = -==-- 1sb Min (x) -—=--#1SD = —=-=--- 1SD
6.3
4.5
2.8
1.0
5822888 FR8YRIQ 5 2EA885YRTF 4
22822822838 ¢% 22822822838 ¢+8
Source: Company, MOFSL Source: Company, MOFSL
Exhibit 12: DuPont Analysis - Expect return ratios to improve gradually
Y/E March FY23 FY24 FY25E FY26E FY27E
Interest Income 10.30 10.57 12.42 12.11 11.87
Interest Expense 4.75 5.41 6.25 6.15 5.96
Net Interest Income 5.56 5.17 6.17 5.96 5.91
Core Fee and Secu. Inc 1.35 1.70 1.67 1.58 1.56
Trading and others -0.06 0.05 0.22 0.22 0.23
Non-Interest income 1.30 1.75 1.89 1.80 1.78
Total Income 6.85 6.92 8.07 7.76 7.69
Operating Expenses 4.32 4.47 4.63 4.42 4.37
- Employee cost 2.25 2.11 2.35 2.25 2.23
- Others 2.07 2.37 2.28 2.17 2.14
Operating Profits 2.54 2.44 3.44 3.34 3.33
Core operating Profits 2.59 2.39 3.22 3.12 3.10
Provisions 0.19 0.44 1.29 1.14 1.00
PBT 2.34 2.00 2.15 2.21 2.33
Tax 0.55 0.47 0.53 0.55 0.58
RoA 1.79 1.54 1.61 1.66 1.74
Leverage (x) 8.7 8.5 9.0 9.4 9.9
RoE 15.5 13.1 14.5 15.7 17.3

Source: MOFSL, Company
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Income Statement (INRb)
Y/E MARCH FY23 FY24 FY25E FY26E FY27E
Interest Income 82.1 105.5 161.5 203.4 246.2
Interest Expense 37.8 54.0 81.2 103.4 123.6
Net Interest income 44.3 51.6 80.2 100.1 122.6

- growth (%) 36.8 16.5 55.6 24.7 22.5
Other Income 10.3 17.5 24.6 30.3 36.9
Total Income 54.6 69.0 104.9 130.4 159.6

- growth (%) 29.1 26.4 51.9 24.3 22.4
Operating Expenses 344 44.6 60.1 74.2 90.6

- growth (%) 42.6 29.8 34.7 23.5 22.0
Operating Profits 20.2 24.4 44.7 56.1 69.0

- growth (%) 11.3 20.7 83.5 25.5 22.9
Core Operating Profits 20.6 23.9 41.8 52.3 64.3

- growth (%) 23.4 15.6 75.3 25.1 22.8
Total Provisions 1.5 4.4 16.8 19.1 20.7
% to operating income 7.7 18.0 37.6 34.0 30.0
PBT 18.6 20.0 27.9 37.0 48.2
Tax 4.4 4.6 6.9 9.2 12.1
Tax Rate (%) 23.4 23.2 24.8 24.8 25.0
PAT 14.3 15.3 21.0 27.9 36.2

- growth (%) 26.4 7.5 36.7 32.7 29.9

Balance Sheet

Y/E MARCH FY23 FY24 FY25E FY26E FY27E
Equity Share Capital 6.7 6.7 7.4 7.4 7.5
Reserves & Surplus 102.7 118.3 157.0 184.0 219.4
Equity Networth 109.3 125.0 164.4 191.5 226.9
Deposits 693.6 871.8 1,180.2 1,465.8 1,826.4

- growth (%) 31.9 25.7 35.4 24.2 24.6

of which CASA Dep
- growth (%)

Borrowings 63.0 54.8 107.9 131.7 164.6
Other liabilities 35.8 42.0 52.8 63.8 75.3

- growth (%) 19.6 17.6 25.5 21.0 18.0
Total Liabilities 902.2 1,094.3 1,506.0 1,853.4 2,293.8
Current Assets 94.3 63.8 65.4 74.5 86.8
Investments 200.7 271.3 338.5 418.0 520.0

- growth (%) 31.1 35.2 24.7 23.5 24.4
Loans 584.2 731.6 1,064.5 1,315.7 1,634.1

- growth (%) 26.7 25.2 45,5 23.6 24.2
Net Fixed Assets 7.4 8.5 9.8 11.4 13.0
Other assets 15.6 19.0 27.8 33.9 39.9
Total Assets 902.2 1,094.3 1,506.0 1,853.4 2,293.8
Total Assets (incl. off BS) 909.5 1,192.1 1,597.0 1,954.1 2,403.4
Asset Quality FY23 FY24 FY25E FY26E FY27E
GNPA (INR b) 9.8 12.4 26.2 29.6 33.3
NNPA (INR b) 2.9 4.0 10.1 10.5 10.7
Slippages (INR b) 12.4 17.0 30.5 30.9 354
GNPA Ratio (%) 1.7 1.7 2.46 2.25 2.04
NNPA Ratio (%) 0.5 0.5 0.95 0.80 0.65
Slippage Ratio (%) 2.4 2.6 3.4 2.6 2.4
Credit Cost (%) 0.3 0.6 1.7 1.5 1.3
PCR (Excl Tech. write off) 70.8 64.3 61.4 64.6 67.9

E: MOFSL Estimates
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Ratios

Y/E MARCH FY23 FY24 FY25E FY26E FY27E
Yield and Cost Ratios (%)

Avg. Yield - on IEA 11.7 11.7 13.2 12.8 12.5
Avg. Yield on loans 12.8 119 13.6 13.3 13.1
Avg. Cost of funds 5.6 6.4 7.3 7.2 6.9
Spreads 7.2 5.5 6.3 6.2 6.2
NIM (On total assets) 5.6 5.2 6.2 6.0 5.9
NIM (On IEA) 6.3 5.7 6.6 6.3 6.2

Capitalization Ratios (%)

CAR 23.6 20.1 18.5 17.2 16.2
Tier | 21.8 18.8 17.5 16.4 15.7

CET1 21.8 18.8 17.5 16.4 15.7
Tier Il 1.8 1.3 1.0 0.7 0.5

Business Ratios (%)

Loan/Deposit Ratio 84.2 83.9 90.2 89.8 89.5
CASA Ratio 38.4 334 29.9 31.5 33.0
Cost/Assets 4.3 45 4.6 4.4 4.4
Cost/Total Income 63.0 64.7 57.3 56.9 56.8
Cost/Core Income 62.5 65.2 59.0 58.6 58.5
Int. Expense/Int. Income 46.1 51.1 50.3 50.8 50.2
Fee Income/Total Income 19.8 245 20.7 20.3 20.2
Other Inc./Total Income 18.9 25.3 23.5 23.2 23.2

Efficiency Ratios (%)

Employee per branch (in nos) 51.5 47.3 36.0 32.8 29.8
Staff cost per employee (INR m) 0.6 0.7 0.7 0.9 1.1
CASA per branch (INR m) 485 463 312 361 417
Deposits per branch (INR m) 1,261 1,386 1,042 1,146 1,263
Bus. Per Employee (INR m) 45 54 55 66 80
Profit per Employee (INR m) 0.5 0.5 0.5 0.7 0.8
Profitability and Valuations FY23 FY24 FY25E FY26E FY27E
RoE 15.5 13.1 14.5 15.7 17.3
RoA (On bal Sheet) 1.8 1.5 1.6 1.7 1.7
RoRWA 2.9 2.4 2.2 2.4 2.5
Book Value (INR) 164.0 186.8 2213 257.1 303.7

- growth (%) 38.2 13.9 18.5 16.1 18.2
Price-BV (x) 3.6 3.2 2.7 2.3 2.0
Adjusted BV (INR) 161.6 183.5 212.7 248.0 294.5

- growth (%) 38.5 135 15.9 16.6 18.8
Price-ABV (x) 3.7 3.2 2.8 2.4 2.0
EPS (INR) 22.0 23.0 29.7 37.4 48.5

- growth (%) 22.3 4.3 29.3 26.0 29.5
Price-Earnings (x) 27.0 25.9 20.0 15.9 12.3

E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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