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VVogue, Oscillations & Choices

Time for a Balancing Act A month gone by...

= Sector roundup: growth, liquidity, rates
Gap widens between credit and deposit growth & payments
The credit-deposit growth gap sustains albeit lower YoY with credit at
16% YoY and deposit at 12% YoY. Liquidity remains tight, which would
put pressure on deposit rates and margin. The reliance on CP, CD and
NCD has risen on the credit-deposit gap and RBI norms (lending to

NBFC). Total lending growth (loan+NCD+CP) has risen by 14% YoY.

= Non-lending financiers: flows, growth
and market share

= Whatis hot: key interviews & meetings &
sector trends

= Qutlook & valuation: price performance,

Liquidity remains tight historical band

The 10Y GSEC has come off 7bp MTD and 12bp YTD. Shorter duration
yield (five-year corporate bonds) have fallen slightly while tenor spread

PSU Index outperforms private this month
1 3 6

remains steady. Banks” average lending rate was steady, as per RBI data, (%) 29Dec23 | min YT
but term deposit rates have risen, indicating further NIM pressure in Q3. Sensex 72,240 80 97 130 182
Strong growth in retail payment continues Bankex 4378 SIS AR ES 06
) . ) Nifty 21,731 81 107 145 195
Payments grew 15% YoY with retail growth at 22% YoY. UPI sustained

) ) Bank Nifty 48292 84 83 89 117

at >40% YoY growth and credit card transactions at INR1.7tn. The )
Nifty PSU Bank 5713 121 87 419 343

number of credit cards grew 1.4% MoM and 19% YoY. Spend looks
lower for November post the festival season; however, on a rolling
three-month basis, spend growth is steady at 2.6% MoM albeit soft.

Nifty Private Bank 24876 73 7.7 98 132

Source: Bloomberg, Elara Securities Research

Non lending outperforms in past month

Soft traction in life & general insurance
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Life insurers” APE growth down 14% YoY in November, with dip of 27% 15 o[ 20
YoY in LIC & 2% decline in private. Individual APE was down 4% Yo, " L oo
with LIC shrinking 8.7% & private at 1.3%. Gl saw softer growth at 10.6% L6 le ° M ¢ 20 <
YoY, with diversified insurers at 8% YoY growth (private at 9.3% and PSU (3) . (')0
flat YoY). Standalone health insurers saw 22% YoY growth. £ &2 28387 ¢ ¢
£ 2 8 &8 Y & T £ %

AMC SIP flows at historical high & “ug’ f'gi o B
AUM traction remains healthy as indices performed well, with interest izj % 2
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augmentation for index and thematic funds. SIP accounts surged to
74.4mn in November vs 73mn in October, up 23.1% YoY, which is at a
historical high.

1 mnth change - RHS < 1 yr change

Source: Bloomberg, Elara Securities Research

Price roundup: PSU banks and non-lending outperforms

Liquidity remains tight
In the past month, the Bank Nifty outperformed the Nifty by 2%, 5
although it underperformed by 8% in the past year. PSU banks and non- 3
lending financiers have outperformed. T 1
Outlook for CY24: time for a balancing act g (M
(3)

Banks against the juxtaposition of CY23 that has seen crescendo of strong
financial performances with sectoral tailwinds may see onset of CY24 likely (3)

~N ~N m m m m m m m m m
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throwing up few challenges. However, we expect banks to conduct a 5 g £ 8 5a» 5 9 &8 ¢
O o 3 u < s 3 g v 0

smart balancing act, led by resilient profitability and strong fundamentals.
The absence of significant asset guality challenges and better growth

would ensure PSU banks sustain rerating based on earnings stability. NBFC

are set to sustain healthy 22% YoY growth, due to cyclical tailwinds and
strong capital base. Business traction will likely hold in H2FY24, although

slightly slower than in HIFY24, despite regulatory clampdown on
unsecured retail. In our view, funding cost spike is imminent across the
board, primarily due to repricing of high cost borrowings and regulatory

norms. Credit cost is expected to rise in H2FY24, in line with regulatory
restraints, but we expect no meaningful negative.

Banking system liquidity =~ ® Net durable Liquidity

Source: RBI, Elara Securities Research
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Key charts
Exhibit 1: Banks outperform NIFTY by 100bp in 1m... Exhibit 2: ... but underperform by ~8% over 12m
112 - 120 -
110 - 115
106 - 3
< 105
< 104 -
102 - 100
100 95 y
98 T T T T T T T T T T 90 T T T T T T T T T T T 1
> 9] 9] 9} 9] [¥] 9} 9] [S] 9] [¥] g € 2 g B ®» £ 3 9 o g 2 154
BB O - - - - O §52822532388%8¢
g N oHh b ¥ oo % g RRRA B R "5 R mnen
Nifty Bank Nifty = Nifty Financial (ex-banks) Nifty Bank Nifty Nifty Financial (ex-banks)
Source: Bloomberg, Elara Securities Research Source: Bloomberg, Elara Securities Research
Exhibit 3: Non-lending financiers Nifty over the past month
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Source: Bloomberg, Elara Securities Research
Exhibit 4: Valuations conundrum as sector re-rating Exhibit 5 NBFC valuations caught up well; prefer high
curtailed by valuations of sector leaders RoOA plays
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Credit & deposits: gap remains wide

RBI data released on 15 December 2023 reports
credit growth of 15.8% YoY; on an absolute basis
credit growth was muted during the fortnight with a
FoF decline of 0.1% (absolute dip of INR 0.2tn). YTD
growth has been higher than our expectations,
driven by higher working capital demand.

Meanwhile, deposits saw a similar trajectory with FoF
decline of 0.5% (drawdown of INR 0.9tn), thereby
registering growth of 13.3% YoY. This was primarily
supported by time deposits while demand deposits
lagged.

The credit-deposit gap (albeit reduced YoY) has
remained wide. We expect the run for deposits to
continue, which, in turn, would keep the rates

elevated in near to medium term, resulting in NIM
pressure.

The CD ratio inched up close to where it was at pre-
COVID levels (i.e., December 2019) in the range of 76-
77%. The incremental CD ratio continues to be in sub-
100% range. There are news reports of potential
concerns raised by RBI on higher CD ratio.

Trends in sector credit for November: Growth slowed
slightly but was driven by the retail & services
segments with retail growth of 18.6% YoY, services at
~22% YoY while the industry is still at sub-10% levels
at 6% YoY growth. We will continue to monitor the
impact on growth after the recent RBI norms on retail
(unsecured loans), banks’ lending to NBFC, and likely
lower working capital demand.

Exhibit 7: ...deposit growth remains a challenge

Exhibit 6: Loan growth better than expected...
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Source: RBI, Elara Securities Research

Exhibit 8: Credit multiplier expands to more than 1.6x

(YoY %)
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Exhibit 9: Outstanding CD ratio closer to peak

(YoY %)
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Exhibit 10: Growth supported by retail & services ... Exhibit 11: Retail loan growth slows to sub-20%
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Exhibit 12: Sector-wise credit growth driven by NBFC & retail loans; traction post RBlI norms warrants a watch
Nov Nov Nov Nov Oct Oct Oct Oct

Sector-wise credit growth (Incl. (Incl. (Excl. (Excl. (Incl. (Incl. (Excl. (Excl.
merger] merger) merger) merger) merger) merger) merger} merger)
Growth (%) YoY MoM YoY MoM YoY MoM YoY MoM
Non-Food Credit 208 1.1 16.3 1.2 19.8 1.8 15.2 1.9
Agriculture & Allied Activities 18.2 0.9 18.2 0.9 20.3 4.9 203 4.9
Industry (Micro & Small, Medium and Large) 6.6 0.8 6.1 0.8 8.6 2.9 8.0 2.9
Micro & Small Industry 17.2 0.9 - - 238 8.5 - -
Medium industry 12.0 1.1 - - 27.0 7.3 - -
Large industry 3.6 0.7 - - 3.6 1.1 - -
Services 254 1.3 21.9 1.4 268 4.5 232 4.6
Transport Operators 24.4 1.7 - - 338 12.2 - -
Computer Software 9.3 3.7 - - 14.1 9.1 - -
Tourism, Hotels & Restaurants 12.9 0.7 - - 19.9 4.1 - -
Shipping (10.8) 1.5 - - (23.7) 16.8 - -
Aviation 65.4 0.8 - - 67.5 1.2 - -
Professional Services 21.1 1.2 - - 23.7 4.6 - -
Trade 19.0 (1.6) - - 24.0 6.8 - -
Wholesale Trade (other than food procurement) 21.0 (1.5) - - 24.8 10.7 - -
Retail Trade 17.1 (1.6) - - 23.2 3.1 - -
Commercial Real Estate 375 1.1 16.2 1.6 39.0 3.4 16.9 4.4
Non-Banking Financial Companies (NBFC) 21.5 1.2 - - 17.6 4.0 - -
HFC (2.4) (5.5) - - 55 4.8 - -
PFI 7.0 0.1 - - 13.1 (1.3) - -
Other Services 36.2 4.5 30.6 48 42.2 1.6 35.9 1.8
Retail Loans 30.1 1.1 18.6 1.3 326 3.6 20.7 4.0
Consumer Durables 10.8 6.3 (36.1) 6.0
Housing (Including Priority Sector Housing) 37.0 1.1 15.0 1.5 40.5 3.6 17.4 4.4
Advances against FD (Including FCNR (B), NRNR Deposits etc.)  17.2 (0.9) - 15.9 0.4 -
Advances to Individuals against share, bonds, etc. 4.0 (0.5) - 15.7 13.7 -
Credit Card O/s 34.2 1.7 - 343 10.8 -
Education 22.8 1.0 - 22.5 0.9 -
Vehicle Loans 20.8 2.1 - 19.9 2.0 -
Loans against gold jewelry 18.5 0.3 - 19.6 2.4 -
Other Personal Loans 243 0.8 21.7 0.8 29.9 3.6 27.2 3.7

Source: RBI, Elara Securities Research
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Exhibit 13: Auto, CV, commercial equipment, personal, two-wheeler & consumer loans showing good growth;
home and equipment loans show a negative trend

% of overall YOY QoQ Growth In the

(INR bn) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24  sanctions Growth Growth  past 2 years
(Q2FY24) (%) (%] (%)
Auto Loan 65 7.1 44 50 59 55 70 72 61 02 34 (153 16.0)
Auto Loan (Personal] 1669 1639 1632 1666 2033 2305 231.0 2133 2345 61 153 99 40.5
fg;’r’]me'da' Equipment 554 314 346 3101 342 449 494 404 429 1.1 255 62 €50.9
Eggmerda' Vehicle 207.7 208.9 2482 2197 247.0 2723 3243 2690 2875 75 164 68 38.4
Consumer Loan 1645 2125 1973 2436 2065 2282 2217 2962 260.7 68 262 (12.0) 58.5
Demand Loan 84 141 135 141 196 253 337 316 212 06 82 (328 152.8
Education Loan 438 187 182 243 712 350 327 470 1242 32 744 1643 183.7
Equipment financing
(construction office 13.7 13.7 14.5 14.8 14.0 16.9 20.2 17.0 8.2 0.2 (41.3) (51.9) (40.2)
medical)
GECL Loan 14 09 14 07 06 04 04 03 Ol 00 (91.8) (84.7) (96.5)
Gold Loan 3797 3627 4107 3862 4307 3928 5432 5858 4128 107 (42) (29.5) 8.7
Health Care Finance 03 23 09 03 04 04 06 06 03 00 (293) (44.9) 24.7
Hire purchase 1.0 0.0 0.1 0.0 0.1 0.1 0.1 0.1 0.1 0.0 49.0 11.5 (90.2)
Housing Loan 4055 4157 489.8 4289 467.6 4810 511.2 4537 4587 1.9 (1.9 1.1 13.1
Inland bills discounted 58 47 148 104 141 174 150 167 114 03 (189 (31.6) 97.4
LAS 711.1 3418 1134 980 370 293 - 288 85 02 (77.0) (70.4) (98.8)
Lease finance 89 75 98 80 79 97 86 68 49 0.1 (380) (28.1) (45.2)
'a'gggetg';‘e'a‘)r;”‘pe”o‘j 3209 2849 4144 2428 3067 2873 3521 2000 128.1 33 (582) (36.0) (60.1)
Medium term loan
(period above 1 year 1540 137.1 2068 1399 1612 1461 2242 1127 754 20 (53.2) (33.0) (51.1)
and up to 3 years)
Others 69.7 640 780 634 765 1081 1409 704 712 19 (6.9) 1.2 2.2
Overdraft 99.7 242 254 186 218 244 279 251 181 05 (169 (27.9) (81.8)
Personal Loan 2687 3629 413.1 4557 4895 5188 5880 5915 647.8 168 323 95 141.1
Property Loan 2173 2472 3046 2769 3204 3382 4317 3421 3717 97 160 86 71.0
Secured Business Loan 364 528 679 524 604 573 719 551 720 19 191 306 97.7
Seller Financing 00 00 00 00 00 00 00 00 00 00 1949 849.1 185.2
fﬁ::f’;rga‘r')"a” (less 845 565 455 427 436 501 520 366 166 04 (62.0) (54.7) (80.4)
Two Wheeler Loan 856 1223 955 10901 111.9 1687 1325 1382 1360 35 216 (1.6) 58.9
I 181.6 2066 2565 2493 2958 3238 3695 3149 3281 85 109 42 80.7
Used Car Loan 190 229 258 332 327 372 401 425 483 13 480 137 153.9
Used Tractor Loan 52.6 64.8 52.2 60.4 55.9 78.5 59.2 61.9 52.7 1.4 (5.7) (14.8) 0.2
Grand Total 3,744 3452 3720 3396 3737 3928 4489 4006 3,848 100 30 (39 28

Source: CRIF, Elara Securities Research

Exhibit 14: Sustained flow of bank credit to NBFC — need to watch for trajectory post RBI action
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Liquidity & rates — liquidity tightens

= The banking system faces a widening liquidity deficit, = Thereliance on CP & CD and NCD has gone up, given
reaching levels last seen in CY16. Outflows toward the widening credit-deposit gap and recent RBI
advance tax payments and goods & services taxes norms (lending to NBFC). Total lending growth (loans
have tightened liquidity further. + NCD + CP) have risen 14% YoY; overall system credit

= The widening credit-deposit gap (credit growth at growth is lower than banking credit growth.
16% levels and deposits at 12-13%) has created =
pressure on banks to mobilize funds from the money
markets seen in the high issuance of CP and CD

The 10Y GSEC has come off by 7bp MTD and 12bp
YTD. Shorter duration yield (five years for corporate
bonds) has declined while tenor spread remains
= Consequently, yield on CD and CP is expected to steady.

increase further, due to quarter-end and tight

liquidity conditions in the banking system.

Exhibit 15: Liquidity in the system remains tight

15 -
10
S5 5 4
[
<
= O i
(3) 1
(10) -
O O O O O O O — ™ = = — = — — — N NN NN NN NNMMMHM MMM M Mm MM
AR ARFAFAAFAFFFAFAIARFFRAFQFIFQRNRFA
5 >2Cc 008 vYCoOs XxNCc 0o 2coE>c35 08 2Cco0s>xcs 08 2V
QT O O o m© O T > O T o] O 7]
28328083228 328825 8238338828 82383328288
Banking system liquidity B Net durable Liquidity
Source: RBI, Elara Securities Research
Exhibit 16: CD issuances pick up in the last fortnight of Exhibit 17: ...so does CP issuances
November...
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Exhibit 18: Overall growth lags bank credit growth with higher growth in CP and NCD
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Exhibit 19: 10Y GSEC comes off 7bp MTD and 12bp YTD while CD rates harden
(%) 29-Dec-23 29-Nov-23 MoM (bp) 31-Mar-23 YTD (bp) 30-Sep-23 QTD (bp) 29-Dec-22 YoY (bp)
G-Sec-10Yr
-Thill (3 mnth) 7.00 6.92 8.0 6.88 6.0 6.80 14.0 6.33 61.0
-5yr 7.17 7.24 (10.8) 7.17 (0.2) 7.23 (6.2) 7.24 (7.1)
-10yr 7.21 7.25 (7.7) 7.31 (10.0) 7.22 (0.4) 7.31 (10.3)
cD
-3 mnth 7.43 7.36 20 7.20 23.0 7.05 38.0 6.85 58.0
- 6 mnth 7.70 7.60 8.0 7.28 425 7.22 48.0 7.28 425
Corp Bond (AAA)
-lyr 7.92 7.80 10.7 7.73 18.6 7.58 339 7.70 22.3
-5yr 7.83 7.81 (2.6) 7.85 (1.9) 7.71 1.4 7.70 13.1
-10yr 7.79 7.81 (5.3) 7.81 (2.1) 7.70 9.0 7.70 8.4
Corp Bond (AA)
-5yr 8.22 8.20 (2.0) 820 2.1 8.13 9.1 8.14 8.9
-10yr 8.42 8.42 (3.0) 8.58 (15.5) 832 10.5 8.50 (8.1)
Corp Bond (A)
-5yr 10.14 10.29 (15.5) 10.21 (6.2) 10.32 (17.6) 10.16 (1.6)
-10yr 10.22 10.27 (8.3) 10.30 (8.3) 10.21 1.0 10.32 (9.8)
NBFC (AAA)
-5yr 7.94 7.91 (1.0) 8.00 (6.0) 7.86 8.0 7.87 7.0
-10yr 7.92 7.89 0.0 7.89 3.0 7.85 7.0 7.77 15.0
NBFC (AA)
-5yr 8.64 8.60 0.0 871 (7.0) 854 10.0 8.67 (3.0)
-10yr 8.57 8.56 (2.0) 8.77 (20.0) 859 (2.0) 8.66 (9.0)

Source: RBI, Elara Securities Research

Exhibit 20: Spread rises of lower-rated bonds (GSEC — A Rated)
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Lending & deposits and spreads analysis — NIM pressure to sustain

Exhibit 21: Rate movement - tenor spread remains steady

The weighted average lending rate (WALR) on fresh
loans remains steady; as a consequence, WALR on
outstanding loans has come off slightly for private
banks.

While most banks have yet to move on MCLR rates, a
few have raised them. For eg, some PSU banks like
BOB and BOI by ~5bp each. However, surprisingly,
Bandhan Bank has reduced the MCLR rate, which
portends NIM pressure. While there are several
moving variables for MCLR, we believe banks to some
extent are choosing to maintain a fine balance

between growth and margins, thereby lowering the
MCLR hike.

Even on the weighted average domestic term deposit
rates (WADTDR) on fresh deposits, the rate has been
sticky for PSU banks and rather rising for private
banks. This with repricing of term deposits means that
on outstanding deposits WADTDR has risen by 6bp
for November.

In a nutshell, lower and steady lending vield, higher
term deposit rates plus lower CASA accretion indicate
NIM pressure for a couple of quarters .
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Exhibit 22: WALR on fresh loans under pressure ... Exhibit 23: ... resulting in pressure on O/S yield
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Exhibit 24: Monthly term deposits rises... Exhibit 25: ...so does monthly fresh TD rates
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Exhibit 26: Spead (fresh loans — TD) stagnates for Exhibit 27: ...given sticky cost spread on outstanding
private banks but rises for PSU... book comes off
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Exhibit 28: Most banks raise TD rates as liquidity tightens
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Payments: retail growth sustains

Overall payments continue to post growth with 14%-
plus value growth, bolstered by 20%-plus growth in
retail payments. On a YTD basis, overall payments
growth was 14.7% YoY with retail at 20% levels.
Digital payment growth has been strong at 15% YoY
in November; on a YTD basis, it was 15% levels.

UPI continues to show strong traction crossing INR
17tn mark, up ~45% growth while UPI (QR) also grew
34% YoY at 309mn currently. Credit card transactions
continue to show momentum at INR 1.6tn, up 40%
YoY growth. Looking at other retail payments
instruments, PPI (cards and wallets) has softened.

Looking at UPI market share: PhonePe has a 48%
market share (46% in volume), GooglePay has a 34%
market share (36% in volume) and PayTM has a 11%
market share (13% in volume terms).

Exhibit 29: Overall payment grew 15% in value ...

The bounce rate, both in terms of volume and value,
remains steady and is similar to pre-COVID levels.

Credit card data for November shows steady trends
in card additions except for Kotak Mahindra Bank.
Overall, the number of credit cards grew by 1.4%
MoM and 19% YoY. Spend looks lower for November
(after higher festival demand); however, on a rolling
three-month basis, spend growth is steady but still
slow with 2.6% MoM.

While it should gain momentum in the forthcoming
periods, we remain cognizant of the impact of RBI's
intent of clamping down on unsecured credit and
signs of risk built-up, which, in turn, would anchor
cards’ business progression and our stance.

Exhibit 30: ...with retail payments at 20%-plus
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Exhibit 31: UPI continues to show 40%-plus growth...

Source: RBI, Elara Securities Research

Exhibit 32: Credit card transactions saw high growth
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Exhibit 33: PhonePe holds a 48% market share vs Exhibit 34: Other instruments, such as PPIl, see

GooglePay’s 34% subdued growth
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Exhibit 35: Bounce rate continues to be steady,
reaching pre-COVID levels
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Exhibit 36: Steady credit card additions; spend declines on high base post the festival season
# Credit Cards (outstanding) Spends (INR bn) Spends per card (INR)
MoM YoY MoM YoY MoM YoY
Now-22 Oct-23 Nov-23 Nov-22 Oct-23 Nov-23 Nov-22 Oct-23 Nov-23
(%) (%) (%) (%) (%) (%)
AXIS Bank 11.8 135 13.6 1.1 156 144 221 189-31.2 12,241 16,401 13,893- 13.5
HDFC Bank 16.8 19.2 19.5 1.7 163 328 453 422 (6.9) 287 19,522 23,606 21,610 (85 107
ICICI Bank 13.4 16.0 16.2 1.2 20.7 184 342 278-51.4 13,668 21,358 17,154-25.5
RBL Bank 4.2 4.9 4.9 1.4 16.9 50 71 68 (4.7) 358 11,837 14,549 13,759 [(54) 16.2
SBI 15.6 18.1 18.3 1.0 17.3 210 355 315 (11.3) 495 13,526 19,626 17,237 [(122) 274
Kotak Mahindra Bank 4.6 5.7 5.7 232 38 72 64 (11.3) 8,193 12,637 11,226 (11.2)

Indusind Bank 20 2.6 27 22 65 79 81 24.3‘ 32,276 30,508 30,441

YES Bank 14 17 18 3 21 21 17 9,528 12388 11,718 (54 230
Others 109 131 134 19 234 120 177 174 (L&) 449 11053 13436 12,976 | (34 174
Total 806 947 960 14 /91 1152 1790 1610 (I00) 398 14287 18898 16774 (112) 17.4

Source: RBI, Elara Securities Research
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Exhibit 37: HDFC Bank gains market share this month, but from a one-year horizon, it loses the most in terms of
card outstanding & spend market share

cre d?fg;tgt;{}gg; ding Market share - spend Market share - transactions

Banks Nov-22 Oct23 Nov-23 %‘;S 2{::; Nov-22 Oct23 Nov-23 ?gg (\,(;g Nov22 Oct23 Nov-23 ?;’S {’,(;2;
AXIS Bank 14.6 14.2 142 (3.3 [42.6) 12.5 12.3 1.7 (59.1) [(77.]1) 13.2 16.8 16.2

Citi Bank 3.1 0.2 02 05 3.4 0.2 0.2 0.8 ‘ 55 0.1 0.1 /(1.4

HDFC Bank 208 203 20.3 (49.6) 284 253 26.2 ‘ 23.9 252 25.7 182.2
ICICI Bank 16.7 16.9 16.9 [(1.9) 21.8 15.9 19.1 17.3 ‘ 19.7 18.7 189 241 (832
RBL Bank 52 52 52 [00] (98 43 40 42 259 //2.4/‘ 40 37 3.4 (234 [56.0)
SBI 193 191 190 (287) 183 198 195 [(276) - 182 17.0 169 [11.1) [1295)
Kotak Mahindra Bank 5.7 6.0 5.9 19.9 33 4.0 4.0 [5.6) 67.9 3.4 3.8 4.1 296 651
Indusind Bank 25 27 28 22 266 57 44 5.0 - 163.0) 22 23 2.1 (168 (1.1
YES Bank 1.7 1.8 1.8 B4 13.5 1.1 1.2 1.3 10.8 14.8 1.1 1.3 1.4 7145 266
Others 135 13.9 14.0 _ 10.4 9.9 10.8 - 37.7 9.6 11.2 11.0 (202) 1455
Total 100.0 100.0 100.0 = - 1000 100.0 100.0 = - 100.0 100.0 100.0 = =

Source: RBI, Elara Securities Research

Exhibit 38: On a three-month rolling basis, steady spend growth but still sub-3%

# Credit Cards (outstanding) Spends (INR bn) Spends per card (INR)

Nov-22 Oct23 Nov-23 Qﬁ}g T% Nov-22 Oct23 Nov-23 0?,’;3 ‘;% Nov-22 Oct23 Nov-23 Q(‘f}g T;’,;
AXIS Bank 11.8 13.5 13.6 1.1 156 159 189 192 20.9| 13,490 14,074 14,110 03 46
HDFC Bank 16.8 19.2 19.5 1.7 16.3 343 412 421 22 225 20462 21,464 21,566 05 54
ICICI Bank 13.4 16.0 16.2 1.2 20.7 212 287 15,809 17,940 17,960 0] 136
RBL Bank 4.2 4.9 4.9 1.4 16.9 51 65 12,051 13,418 13,537 09 123
SBI 15.6 18.1 18.3 1.0 17.3 226 293 14,519 16,224 16,790 35 156
Kotak Mahindra Bank 4.6 5.7 5.7 232 40 62 8,639 10,855 11,202 32
Indusind Bank 2.0 2.6 2.7 22 62 76 30,525 29,192 29,887 24
YES Bank 1.4 1.7 1.8 13 19 9,619 11,547 11,409
Others 10.9 13.1 13.4 1.9 234 119 165 169 24 416 10982 12534 12,600
Total 80.6 94.7 96.0 1.4 19.1 1,225 1,569 1,609 26 37.3 15198 16,565 16,761 1.2 103

Source: RBI, Elara Securities Research

Elara Securities (India) Private Limited
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Management interactions & industry trends

Management interactions
State Bank of India

The bank expects an overall impact of sub-60bp on
capital, of which 30-35bp are attributed to unsecured
loans and the rest due to lending to NBFC.
Management says this action by the RBI calls for a
price hike and steps will be undertaken in due course.
That said, the bank remains confident of internal
accruals and defies any needs to raise core CET-1 in
the near to medium term. The bank intends to raise
AT-1 capital; it recently raised INR 33bn (fine pricing)
and plans to raise more (however, given the current
demand, pricing may go up a little).

Management says competition for deposits remains
high but thinks cost of deposits has broadly peaked
(balance deposit repricing is likely to take place in
Q3FY24) and the bank has not increased term
deposit rates since February 2023. It has cushion to
increase MCLR by 20bp; however, it may not use that
buffer to support growth. In a nutshell, SBIN expects
3-5bp of NIM impact hereon.

The bank is confident system growth will be higher
than what the market anticipates — it expects 14-15%
system growth. Management continues to target
mid-teen growth, given the pipeline that is already in
place. In the corporate segment, the bank expects
steady growth, highlighting that it already has a
proposal pipeline of INR 3.4tn and INR 1.4tn is
pending for disbursements, thereby highlighting
total lending opportunity of INR 4.8tn. In SME, the
bank aims to sustain strong growth momentum and
scale the SME book to INR 4tn-plus. In unsecured
credit, it says it has already moderated growth from
25%-plus to mid-higher teens. Management does not
see any quality concerns on this portfolio, as 95%-plus
are given to salaried employees.

Management remains confident on asset quality
outcome in the near to medium term. While the bank
officially set a target of 50bp of credit cost, it indicated
the numbers might be far lower. The overall stress
pool is lower and it highlighted the SME restructured
book has come off to 4.4% and the bank further
expects this to decline to 3.0-3.5%. On the ECL impact,
management says the impact will be limited and will
be staggered.

Cholamandalam Investment & Finance

The new business loan NPA is below industry norms
and early vintage delinquency has shot up but is not
concern for concern and is under control.

The partnership business constitutes ~1.5% of total
assets. It has 10 partners and two of them reported a
surge in delinquency. To offset this effect, CIFC will be
slowing business with them.

Unsecured loans: Consumer and small enterprise
loans are ~6% of total assets, and ~4% of total assets
is under the non-consumer segment. Around 2% of
total book is set to be under the purview of the New
RBI norms.

The company has raised equity recently so that the
incremental risk weightage of 25% on this book is not
going to have an impact. The CAR will drop ~15-
20bp.

Total outstanding borrowing is INR 1,100bn. Around
50% is bank borrowing; out of 50%, 25-30% is PSL
borrowing and that will not be affected. The overall
borrowing impact will be 15-20bp on higher cost
toward non-PSL.

The company will try to pass on costs to the
consumer, and for some part, it will try to negotiate
with banks.

Overall credit cost is set to be in the range of 1.0% -
1.2%. The new business segment will carry higher
credit cost than the traditional one.

NPA is to fall under 4.0% in the next two quarters; it is
currently at 4.07% and Stage 3 number is set to
moderate.

The company will see moderation in growth in
H2FY24 due to high base.

In FY24, loan growth is set to be at 25-30%.

In the next 2-3 years, the auto business will be 50%,
mortgage at 30-35% and new business at ~15%. The
unsecured loans are set to be around ~8-10%

Elara Securities (India) Private Limited
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Fusion Microfinance

Growth expectations: Management expects growth
in the range of mid-20% YoY for FY24 and across
cycles as the recalibration exercise for MSME product
ramp-up, led by tech initiatives, operating system
overhaul driven by tech investments. Moreover, it
expects to manage growth vs risks vs operational
efficiency while achieving targets. Also, management
does not expect to trigger growth over ticket size
expansion but maintain prudent stance. It expects 12-
15% ticket size growth pa and sustain 10-12%
borrower addition each year

Collection efficiency continues to get better

Positive trends continue to emerge in Uttar Pradesh
and Bihar despite aggression in MFI loans in recent
periods; The Top 5 States branch concentration
remains largely unchanged at 70% as the firm
continues to bank upon healthy trends in the UP and
Bihar markets its expertise lies

In the flood-affected States, productivity remains
stagnant for the past two quarters. The 100-odd
branches surpassed AMU of INR 150mn that has led
to split branches, which, in turn, has led to
productivity (AUM/branch) remaining steady QoQ in
Q2FY24

RBI has brought risk-weight back to pre-COVID levels

The risk weightage regulation is a good step
undertaken by the RBI because there are cases where
less than INR 50,000 value loans were disbursed
through digital mediums by companies that were
sometimes outside the regulatory landscape

Management expects no cap to be implied on the MFI
space for the following reasons: the regulator has
moved from a rules-based regulation to a principles-
based regulation, and its vision is to let the market
forces play out. In India, the micro finance rates are
the lowest. Takeaways from industry checks

Industry trends

Home loans market largely stabilizes

PSU are granting loans under this segment within the
range of 8-9% with a ticket size of INR 20-30mn.
Processing fees have been reduced to a great extent

The home loan market has stabilized as interest rates
have not changed and are expected to remain at
these levels until the General Elections. The rate
competition has diminished as the rate differential in
banks is low

Elara Securities (India) Private Limited

Personal loans continue growth trajectory

Demand continues to be robust, and there is no
impact of RBI regulations currently. There has been
cannibalization of the market of banks by fintechs
due to instant disbursals. NBFC are not preferred by
customers with a good CIBIL score as the rate of
interest is nearly 2x of banks

Usually, the ticket size is INR 200,000-300,000, and in
some cases, it may be higher for banks. However
NBFC deal with ticket sizes of less than INR 1.0mn.
The reason for personal loans is usually for the
purpose of home renovation, marriage, medical
treatment, and education. Banks do not lend for the
purposes of investment in the stock market

CV financing: used robust; MHCV strong; SCV lurk

The overall commercial vehicle (CV) financing
demand is expected to remain weak until H2FY25,
due to lull periods during April-June 2024 on account
of stalled payments or contracts in light of elections
and June-August 2024 being the Monsoon season

The pre-owned vehicular financing growth trajectory
continues to hold strength with the cycle lasting for
another 1.0-1.5 years

MHCV sales financing growth remains robust with
sustained enquiries led by spend on infra,
construction, capital goods and port movements

SCV continue to show sluggish trends as plying of
these vehicles are at the vagaries of the market. New
vehicular purchases stand restricted either on
attainment of fixed contract or an assured load

Geography-wise, West Bengal remains problematic
due to policy paralysis. Gujarat, Uttar Pradesh,
Rajasthan, Tamil Nadu, and Odisha continue to
witness healthy CV financing trends

Two-wheeler financing: healthy rural demand

Rural demand for two-wheelers has been growing
higher each year; urban demand remains healthy.
Festival demand stood healthy across dealerships
driven by schemes

While the average ROI for two-wheeler financing
stood at 10% across most lenders, festival schemes
saw ROI dropping to 8%

Around 70% of sales are financed, and the rest take
place through cash
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Auto & car financing: rural financing on the rise

The rural market share in auto financing has picked
up to as high as 20% vs 12-13% only two years ago,
pointing at improving rural sentiments each year;
however, the income divide is higher at Raipur with
higher auto finance demand emerging only from the
salaried segment

Sales per month has climbed ~50% vs the pandemic
period. December happens to be a seasonally weak
sales month with better demand emerging for new
models only by February

Around 65% of car sales stands financed. Car sales
demand is more urban-centric, emerging from the
corporate employed segment

Bank lending rates have been in the range of 11-12%
vs NBFC at 13-14%, with the latter being more flexible
in terms of documentation

Croma & Vijay Sales checks: demand sustains

After COVID-19, credit card use has surged ~15-20%.
Consumer durables is done via credit cards due to
attractive cashback offers and high processing fees
applied by financiers

The festival season followed by the Black Friday Sale
saw good demand. However, YoY comparison on
festival sales traction have thrown mixed signals. A
few stores we interacted with reported ~20-30% YoY
growth and a few contracted by ~5% YoY. Sales is
expected to remain healthy closer to mid-December.
It has reverted to pre-COVID levels, and the outlook
remains steady

Most financing is happening in the consumer
electronics segment and the average LTV rate is
~70%; whereas customers with good repayment
records may get an LTV of up to 100%, where
average loan tenure stood in the range of 16-18
months. The no of loans per customer stood in the
range of 2 to 3,as per our Channel Check Report
dated 19 December 2023: Diversified firms to

outperform)

Elara Securities (India) Private Limited
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News & Interviews

Sector news

=  RBI directive on AIF (article)

RBI rule bans Bank or NBFC from investing in any
AIF which, in turn, has invested in a company
that has borrowed from the investing bank or
NBFC. In cases where such investments already
exist, lenders have to either liquidate the
investment in 30 days (from the date of issuance
of the circular] or make 100% provisioning on
such investment

= Indian Banks Report Card (article)

Indian banks continued to show improvement in
their asset quality, with the gross non-performing
asset (GNPA) ratio reaching a new decadal low
as of September-end at 3.2%

The RBI further stated that both the banking
system and non-banking financial companies
(NBFCs) remained resilient, supported by high
capital ratios, improved asset quality, and strong
earnings growth

= RBI Financial Stability Report shows Indian Banks

have improved health, capital preparedness (article)

According to the FSR report, the capital-to-risk-
weighted assets ratio (CRAR] and the common
equity tier 1 (CET1) ratio of scheduled
commercial banks (SCBs) stood at 16.8 per cent
and 13.7 per cent, respectively, in September
2023, indicating comfortable capital levels.

As per the FSR report, macro stress tests for credit
risk showed that SCBs have sufficient capital
buffers and even under adverse stress scenarios
their capital ratios will remain above the
regulatory minimum.

=  RBIs increased focus on reviewing NBFCs

As per the recent RBI report, the Department of
Supervision will concentrate on reviewing NBFC
license standards and launching supervisory
actions against non-compliant NBFCs in the fiscal
year 2023-2024 and numerous regulatory
reforms that affected NBFCs' business models
were implemented in 2023. Which continue to
impact the industry even after 2024.

=  Higher stressed assessed under NBFC sector

In its Financial Stability Report, the Reserve Bank
of India (RBI) indicated that while macro stress
tests demonstrate that banks will meet minimum

Elara Securities (India) Private Limited

capital requirements under severe stress
scenarios, the non-banking financial company
(NBFC) sector faces greater stress than in March
2023. The RBI urged caution in light of the
changing outlook and dangers.

=  RBI's reviews economic and financial scenario

According to the RBI Central Board, the Indian
economy shows sign of reliance and continued
momentum despite the challenges by the global
economy and inflation is falling from the previous
year's peak, but core inflation remains sticky,
hampering last-mile deflation. Furthermore,
major central banks have refrained from
providing forward guidance due to future
uncertainty.

=  Mutual fund AUM headed towards INR 100trn

In November 2023, net inflows into the mutual
fund industry totaled INR 256bn, up from INR
114bn in January this year. Net inflows increased
by 93% year on year, compared to INR 133bn in
November 2022," it said. As of November 30,
2023, the net AUM (assets under management)
was around INR 49tn, up from INR 40tn on
January 31, 2023.

Company news and interviews

A few snippets from what took place in BFSI companies in
the month gone by:

Banks

=  (CSB Bank - Shyam Mani, Group Head SME (interview)

Private sector lender CSB Bank is targeting a 32
percent growth in the small and medium
enterprises (SME) segment business for financial
year (FY) 2023-24, said Shyam Mani, Group Head,
SME

Partnerships with local trade bodies and fintechs
have worked well for the bank. “These
partnerships have worked well for us and we are
now looking at expanding our existing business
in Delhi, Pune, and some other parts of
Maharashtra,” Mani added.

= AU Small Finance Bank — Sanjay Agarwal, MD & CEO

(interview)

AU Small Finance Bank expects to close the year
with INR 1tn of deposits should the announced
merger with Fincare Small Finance Bank go
through.



https://economictimes.indiatimes.com/industry/banking/finance/get-lenders-dressing-up-loans-to-cut-exposure-aifs-tell-rbi/articleshow/106258114.cms
https://economictimes.indiatimes.com/industry/banking/finance/banking/rbi-report-indian-banks-asset-quality-improves-to-fresh-10-year-high-balance-sheet-grows-by-highest-in-9-years/articleshow/106324753.cms
https://www.moneycontrol.com/news/business/rbi-financial-stability-report-banks-gross-npas-falls-to-3-2-in-sept-net-npas-down-to-0-8-11968191.html
https://www.businesstoday.in/industry/banks/story/nbfcs-face-a-perfect-storm-of-consolidation-capital-raising-and-profitability-pressures-in-2024-411244-2023-12-29
https://economictimes.indiatimes.com/news/economy/indicators/rbi-flags-contagion-risk-says-stress-in-nbfc-sector-assessed-to-be-higher-than-in-march-2023/articleshow/106350836.cms
https://www.thehindubusinessline.com/money-and-banking/rbis-central-board-reviews-economic-and-financial-scenario/article67651333.ece
https://economictimes.indiatimes.com/markets/stocks/news/mutual-fund-inflows-swell-125-in-2023-aum-headed-towards-rs-100-lakh-crore-in-few-years-icra/articleshow/106290096.cms
https://www.moneycontrol.com/news/business/csb-bank-targets-32-growth-in-sme-vertical-by-end-of-fy24-says-top-executive-11910121.html/amp
https://bfsi.economictimes.indiatimes.com/news/banking/au-sfb-looks-to-double-its-deposit-base-in-3-years/106036286
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* The Jaipur-based lender expects to achieve
deposits of INR 2tn by March 2027.

State Bank of India — Dinesh Khara, Chairman

(interview)

®  RBI's latest risk-weighted assets surge applies to only
consumer loans in general, including house loans,
education loans, vehicle loans, and loans secured
against gold and gold jewelry. The SBI chief said that
contrary to general perceptions, there is unlikely to
be any slowdown in loan growth.

Federal Bank — Shyam Srinivasan, MD & CEO
(interview)

* Partnership with fintech companies will give us
reach to customers. We would collaborate with
these firms rather than compete. It is an integral
part of the bank’s strategy.

®* Three per cent of our portfolio is unsecured
through credit cards, personal loans and loans to
MFIs. Our strategy is also to diversify across
products, categories and geographies,” he said.

Ujiivan Small Finance Bank — Ittira Davis, MD & CEO
(interview)

* At present the secured portfolio is at 30 per cent.
“Over the next three years, we aim to have an
unsecured portfolio at 60 per cent. We will step
up focus on lending to affordable housing,
secured Micro, Small and Medium Enterprises,
vehicle and gold loans,” Davis.

* Ujjivan SFB is looking at securing universal bank
licence from Reserve Bank of India (RBI) over next
three years.

Yes Bank — Prashant Kumar, MD (interview|

® Higher risk weights on unsecured consumer
credit and bank loans to non-banking financial
companies (NBFC) will lower Yes Bank’s capital to
risk weighted assets ratio (CRAR) by 30-35 bps,
managing director and CEO Prashant Kumar.

Kotak Mahindra Bank — Paritosh Kashyap, Wholesale
Head (interview)

* Asof now, we are not seeing any deterioration in
the credit quality of our unsecured portfolio,” said
Kashyap, while adding that unsecured lending
has gone up over the last two to three years.

®* Banks have increased their unsecured lending
portfolio, as also fintechs. One of the reasons for
this is digitisation, which has made availing of
loans more convenient,” he added

Fintech

Paytm — Vijay Shekhar Sharma, CEQ (interview)

* Billionaire founder-CEO Vijay Shekhar Sharma is
overhauling its suite of money management
products to better tap growing wealth among
younger users, who are warmer to the idea of
investing online

* At the same time, it is orchestrating a campaign
to boost its salesforce more than 60% to try and
sign up more merchants across smaller Indian
cities and town.

NBFC and HFC

Suresh Srinivasan lyer — Can fin Homes

® Clarifies regarding no new fraud incidence
happened. The highlighted incident happened
about a quarter ago at the Ambala branch which
has already been reported to exchanges and

regulators.
* Improvements: Centralization of the
disbursement  process, scrutinization of

disbursement and documentation by the head
office and going forward, all the expenses and
deposit repayment entries will be centralized.

IREDA — Pradeep Das , CMD (Interview)

* 1.25x growth in energy will contribute 1% GDP
growth and renewable energy to be a vital
contributor.

India shelter home finance corporation-, Rupinder
Singh, MD & CEQ (Interview):

®* When the net worth reaches INR 20bn, the
company might get a rating upgrade from a
rating agency.

®* ThelTV stands at 52-53% and will largely capture
Tier 2 & Tier 3 markets.

Insurance

Health and Motor Insurance: CAREEdge Report
(article)

*  The Indian nondife insurance market is expected to
grow at a rate of approximately 13-15% in the
medium term, primarily driven by the health and
motor insurance supported by increasing disposable
income levels and a rise across other segments.

®* According to a latest report, the health and
motor insurance segments continue to remain
on track to breach the INR 1tn and the INR 800bn
mark respectively

Elara Securities (India) Private Limited
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https://bfsi.economictimes.indiatimes.com/news/fintech/paytms-vijay-shekhar-sharma-bets-on-young-wealth-to-hit-profitability-sooner-co-plans-to-hire-50000-people/106151978
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https://www.youtube.com/watch?app=desktop&v=M0dV5ZW7pT8&feature=youtu.be
https://www.youtube.com/watch?app=desktop&v=M0dV5ZW7pT8&feature=youtu.be
https://bfsi.economictimes.indiatimes.com/news/insurance/motor-health-insurance-to-drive-13-15-non-life-market-growth-over-mid-term/106148010
https://bfsi.economictimes.indiatimes.com/news/insurance/motor-health-insurance-to-drive-13-15-non-life-market-growth-over-mid-term/106148010
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Valuation

Exhibit 39: PSU Index outperforms private this month

29-Dec-23 1 wk 1 mth 3 mth 6 mth YTD 1yr 3yrs
Sensex 72,240 1.6 8.0 9.7 13.0 18.2 18.2 53.8
Bankex 54,378 1.5 8.1 8.4 8.5 10.6 10.6 55.7
Nifty 21,731 1.8 8.1 10.7 14.5 19.5 19.5 58.1
BankNifty 48,292 1.7 8.4 8.3 8.9 11.7 11.7 58.8
Nifty PSU Bank 5713 2.3 12.1 8.7 41.9 34.3 34.3 _
Nifty Pvt Bank 24,876 1.6 7.3 7.7 9.8 13.2 13.2 48.3

Source: Bloomberg, Elara Securities Research

Exhibit 40: Overall banks do well in the past month
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Exhibit 4 1: Valuation inching above 10-year average Exhibit 42: Public sector bank start to re-rate
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Exhibit 43: HDFCB and KMB narrow gap to ~7% from their five-year average

(x) Current 5yr Avg- Avg- 5yr 5 yr % af‘;;arx X Current 5yr Avg- Avg- 5yr 5 yr % af\r’;?:
P/BV Avg 1SD 25D low high 5 P/BV Avg 1SD 25D low high
yravg 5yravg

Frontline Private Banks Old Private Banks
AXSB 24 1.8 1.4 1.0 09 27 31.8 FB 1.5 1.0 0.8 05 08 15 49.0
HDFCB 29 29 2.4 1.9 20 3.7 (1.2)  CSBBANK 23 1.3 0.6 (0.1) 0.9 27 86.7
ICICIBC 28 1.8 1.3 08 06 30 57.8 CUBK 1.4 1.8 1.2 0.7 10 3.1 (21.9)
KMB 3.1 32 2.7 2.1 1.8 45 (2.1) KVB 1.5 0.6 0.4 0.1 0.2 1.5 133.8
1B 22 1.7 1.1 04 05 36 27.2 SIB 0.9 04 0.4 04 02 09 118.0
Private Banks PSU Banks
BANDHAN 1.9 3.0 1.7 04 14 64 (36.9) BOB 1.2 0.6 0.4 0.2 0.2 1.2 100.2
DCBB 09 1.0 0.5 00 05 22 (5.2) BOI 0.8 05 0.5 05 02 08 77.3
IDFCFB 25 15 1.1 0.7 06 27 66.0 CBK 1.2 0.5 0.5 05 0.2 1.2 112.2
RBK 1.2 1.1 1.1 1.1 03 33 7.9 PNB 1.7 0.9 0.6 03 0.5 1.7 97.9
Small Finance Banks SBIN 1.3 08 0.7 0.5 0.1 1.3 58.5
AUBANK 48 4.1 3.7 33 20 6.7 15.9 UNBK 1.2 05 0.5 05 02 1.3 1345
EQUITASB 25 1.0 0.6 0.2 - 26 161.4
UJJIVANS 26 13 0.7 0.2 - 33 98.8
Source: Bloomberg, Elara Securities Research
Exhibit 44: Valuation declines across our banking coverage universe

Market Upside / P/E (x) P/B (x) ROE (%) ROA (%)
Coverage BB ticker  Rating Cap CcMP i downside

(INR bn) (INR}  (INR) (96) FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E
Private Banks
HDFC Bank HDFCB Accumulate 12,838 1,691 1,820 8 190 180 156 30 26 23 170 178 159 21 22 19
ICICI Bank ICICIBC Buy 6,925 987 1,192 21 175 158 148 28 25 21 175 166 155 22 22 21
Axis Bank AXSB Buy 3,465 1,123 1,246 11 334 139 122 26 22 19 80 169 164 08 1.7 18
Kotak Mahindra Bank KMB Accumulate 3,704 1,864 1,924 3 247 230 212 32 28 25 140 132 126 25 23 22
Indusind Bank 1B Buy 1,282 1,649 1,738 5 173 147 129 24 21 18 145 150 150 18 19 19
Yes Bank YES Not rated 669 23 NR NA 385 255 165 16 15 14 40 58 85 05 07 10
Federal Bank FB Buy 377 155 175 13 109 113 105 15 1.3 12 149 133 118 13 13 12
City Union Bank CUBK Accumulate 114 154 145 (6) 122 110 99 15 14 12 134 131 129 15 15 15
Karur Vysya Bank KVB Buy 133 167 165 (1) 121 96 87 16 13 12 137 151 144 13 15 15
South Indian Bank SIB Not Rated 56 27 NR NA 59 57 NA 08 07 NA 140 134 NA 09 09 NA
RBL Bank RBK Not Rated 172 286 NR NA 140 107 84 12 1.1 1.0 88 105 121 10 1.1 1.2
DCB Bank DCBB Buy 48 155 147 (5 103 86 72 1.1 1.0 09 114 122 131 10 10 10
IDFC first Bank IDFCFB Not Rated 615 87 NR NA 189 144 111 19 1.7 15 112 126 143 12 13 14
Karnataka Bank KBL Not Rated 82 237 NR NA 60 56 NA 08 07 NA 141 136 NA 12 1.1 NA
CSB CSBBANK  Not Rated 71 409 NR NA 134 114 93 19 16 14 154 155 161 1.7 1.6 15
Bandhan BANDHAN Accumulate 420 261 256 (2) 191 11.1 93 2.1 19 16 119 179 184 16 24 25
Jammu and Kashmir Bank JKBK Not Rated 142 129 NR NA 87 6.8 6.1 1.1 0.9 08 133 144 138 1.0 1.2 1.2
Public Banks
State Bank of India SBIN Buy 5736 643 717 12 78 73 67 13 1.1 1.0 179 164 156 10 10 1.0
Punjab National Bank PNB Sell 1,072 97 60 (38) 428 158 120 12 1.1 10 28 71 88 02 05 06
Bank of Baroda BOB Buy 1,229 238 247 4 87 83 74 13 11 1.0 153 143 143 1.1 1.0 1.0
Canara Bank CBK Not Rated 844 465 NR NA 61 56 50 1.1 09 08 184 172 168 10 10 1.0
Bank of India BOI Not Rated 540 119 NR NA 72 60 60 08 07 07 113 118 109 08 09 NA
Union Bank UNBK Not Rated 920 124 NR NA 67 58 57 10 09 08 161 158 155 10 10 1.0
Indian bank inbk Not Rated 582 432 NR NA 71 64 55 11 09 08 159 153 155 10 1.0 1.1
Small Finance Banks
Au small Finance Bank AUBANK  Reduce 533 797 645 (19) 350 316 251 48 43 38 154 136 151 18 16 17
Ujjivan SFB UJJIVANs  Not Rated 115 59 NR NA 90 81 72 22 18 15 277 242 226 34 30 27
Equitas SFB EQUITASB Not Rated 126 112 NR NA 154 120 93 21 1.9 16 147 164 182 20 20 21
Suryoday SFB Suryoday  Not Rated 17 162 NR NA 78 59 NA 09 08 NA 129 148 NA 21 23 NA
Utkarsh SFB UTKARSHB Not Rated 63 58 NR NA NA NA NA NA NA NA NA NA NA NA NA NA

Note: pricing as on 4 January 2024; TP and Rating as per last published note; Source: Bloomberg, Elara Securities Estimate
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Exhibit 45: Rich valuation across the board: prefer high capital high ROA business

Company Ticker Rating mﬁ(‘:nr; ((l:l\';/llg (IN-II-g ROA LA ROE ksl

FY22 FY23 FY24E FY25E FY22 FY23 FY24E FY25E FY22 FY23 FY24E FY25E
ggg'?{;‘;‘gf:'am MYESIEE e 1y Accumulate 1,002 1220 1231 22 27 27 26 203 208 208 207 103 80 66 53
Manappuram Finance MGFL IN Accumulate 142 169 200| 56 41 40 40 169 164 164 174 18 16 13 12
Muthoot Finance MUTH IN Buy 584 1455 1,520 65 59 49 51 244 216 165 167 35 29 25 2.1
AAVAS Financiers AAVAS IN Reduce 124 1,575 1,460 30 29 29 30137 142 151 167 45 39 34 29
CreditAccess Grameen CREDAG IN Buy 246 1575 1638 20 39 51 46 88 17.8 236 203 61 50 39 33
Bajaj Finance BAF IN Accumulate 4484 7432 9000 29 40 52 47 174 235 235 220 105 83 59 55
gg'nﬁfergs EIAE PR EE SBICARD IN Reduce 730 774 829 52 56 50 55 230 257 230 257 96 7.6 63 49
L&T Finance Holdings LTFH IN Accumulate 414 167 149 06 14 20 21| 34 75 100 117 22 21 18 16
Mahindra Finance MMFS IN Accumulate 337 273 332 13 23 20 24| 65 121 123 162 25 22 21 19
LIC Housing Finance LICHF IN Accumulate 308 559 472 12 09 L1 L1100 112 112 137 19 14 12 1.1
Power Finance Corporation  POWF IN Buy 1030 390 343 27 29 29 27 179 182 180 157 17 19 19 15
Egnr';a)'(ﬁ’ae;%iﬁcaﬁon RECL IN Buy 1,105 420 420| 27 28 29 28|213 203 206 185 18 20 17 14
CAN FIN Homes CANF IN Accumulate 102 766 856 19 20 19 19166 185 172 176 34 28 24 20
Shriram Finance SHFL IN Buy 685 2031 2152 26 18 35 30150 97 173 150 26 18 16 12

Note: pricing as on 2 January 2024; TP and Rating as per last published note; Source: Company, Elara Securities Estimate

Exhibit 46: For the month, net Fll flows remain positive  Exhibit 47: FPI flows also continue
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Non-lending financials: life and general insurers — soft traction

In November, individual annualized insurance premium
growth softened and registered a 4% YoY dip, with private
life insurers posting a 1.3% YoY drop and LIC a decline of
8.7% YoY. This along with contraction in the group, down
40%-plus YoY, has fed into a 14% fall in overall APE. On a
YTD basis, private firms reported 11% YoY growth but LIC
still saw a 15% YoY dip. Most private companies saw softer
growth. For general insurers, premium growth was once
again soft with 10.6% YoY, led by >22% YoY growth for
standalone health insurers, and 9% growth for private
general insurers even as PSU insurers were flat YoY.

Life insurance: soft growth for PSU; private still better

= In November, life insurance new premium
(annualized) saw a decline of 2.3% YoY while LIC
lagged with a 27% YoY fall. This was primarily due to
a slowdown in the group segment.

=  Private insurers continue to lead in terms of YTD

= @Growth was soft across larger private peers — HDFC
Life saw a dip of 7% YoY, SBI Life was down 4% YoY
and IPru Life was flat YoY. Bajaj Life, up 21% YoY, and
Max Life saw 10% YoY growth.

General insurance: health insurers continue to grow

= In November, general insurance premium growth
was at 10.6% YoY, led by 22.6% YoY growth for health
insurers’ (SAHI) and private general insurers growth
was at 9% levels.

= Specialized health insurers continue to deliver strong
growth with premium rising 22.6% YoY, forming
~12% of sector premium currently.

= On aYTD basis, private general insurers continue to
see better growth of 19% YoY with SAHI reporting
25%-plus YoY growth. Public insurers’ continue to see
soft growth at ~9% on a YTD basis.

growth and YTD growth of 11.5% YoY is higher than
LIC's decline of 15.0% YoY,

Exhibit 48: Life insurers — growth softer, largely broad-based in nature

(INR bn| Individual Group Total YTD - Individual YTD - Group YTD - Total
Nov-23  YoY (%) | Nov-23 YoY (%) | Nov-23 YoY (%) FY24TD YoY (%) | FY24TD YoY (%) | FY24TD YoY (%)
APE data
Aditya Birla Sun Life 2.3 (19.0) 0.2 (47.2) 25 (22.4) 16.2 7.8 2.8 (1.3) 19.0 6.4
Aegon Life 0.0 (3,909.2) 0.0 1,278.2 0.0 6,007.3 0.1 893.0 0.0 1,959.3 0.1 1,212.2
Aviva Life 0.1 (27.8) 0.0 (3.2) 0.1 (259 1.2 26.4 0.1 50.6 1.3 28.0
Bajaj Allianz Life 4.7 26.5 0.2 (33.8) 4.9 21.3 335 24.7 2.9 (18.0) 36.4 19.8
Bharti Axa Life 0.4 (17.9) 00 (55.1) 04 (193 36 (119 0.1  (20.0) 37 (12.1)
Canara HSBC OBC Life 1.3 12.9 0.0 80.5 1.4 14.2 85 4.4 0.9 43.8 9.4 7.2
Pramerica Life 0.1 29.2 0.1 72.9 0.2 40.1 1.0 11.7 0.6 114.6 1.6 34.1
Edelweiss Tokio Life 0.3 14.1 0.0 (15.4) 0.3 13.9 2.4 7.9 0.0 (25.0) 2.4 7.6
Future Generali Life 0.2 (1.4) 0.0 64.9 0.2 32 1.7 43 0.1 (62.9) 1.8 (4.2)
HDFC Life 8.7 (3.7) 1.0 (29.6) 9.7 (7.3) 60.7 154 9.3 14.2 70.0 15.2
ICICI Prudential Life 45 (2.7) 0.7 17.3 5.2 (0.3) 35.6 2.7 5.4 12.3 41.1 3.8
Ageas Federal Life 0.4 17.6 0.0 17.5 0.5 17.6 3.4 303 0.2 24.4 3.6 30.0
IndiaFirst Life 1.5 (0.7) 0.1 (21.7) 1.5 (1.8) 9.7 (2.6) 0.9 25.8 10.6 (0.8)
Kotak Mahindra Life 1.8 57 0.3 (6.8) 2.1 3.8 12.1 59 25 10.5 14.6 6.7
Max Life 4.9 8.3 0.1 101.2 5.0 9.5 34.9 202 1.1 119.2 35.9 21.9
PNB Met Life 1.6 (8.9) 0.1 (7.5) 1.7 (8.9) 12.5 95 0.6 (1.5) 13.1 8.9
Reliance Nippon Life 0.7 (12.1) 0.0 136.5 0.7 (10.4) 6.2 10.0 0.4 (249 6.6 7.0
SBI Life 14.1 (2.7) 0.5 (29.3) 14.5 (3.9) 97.6 133 7.7 30.5 105.3 14.4
Shriram Life 0.6 257 0.1 43.0 0.7 27.0 44 29.7 0.6 124.5 5.0 36.9
Star Union Dai-Ichi Life 1.4 (3.1) 0.0 (36.3) 1.4 (4.6) 8.4 6.1 1.0 (11.4) 9.4 3.8
Tata AlA Life 4.9 (13.7) 0.1 56.9 50 (133) 38.6 2.1 0.4 39.9 39.0 12.4
CreditAccess Life - - 0.0 - 0.0 - - - 0.0 - 0.0 -
Acko Life Insurance - - 0.0 - 0.0 - - - 0.0 - 0.0 -
Go Digit Life - - 0.0 - 0.0 - - - 0.2 - 0.2 -
Private players Total 55 (1.3) 4 (15.7) 58 (2.3) 392 11.3 38 13.3 430 11.5
LIC 253 (8.7) 13.0 (47.5) 383 (27.0) 199.9 (03] 109.3 (33.4) 309.2 (152)
Industry total 80 (3.8) 17 (42.7) 97 (13.9) 592 7.1 147  (25.6) 739 (1.5)

Source: IRDAI, Elara Securities Research
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Exhibit 49: General insurers — growth softens but SAHI firms continue to see strong growth

Total GDPI Market Share (%)
(INRbn) Nov-23 MoM (%) YOY (%) FY23TD YOY (%] Nov-23 MoM (bps] YOY(bps) FY23TD YOY (bps)
Acko General 1.7 5.7 433 12.0 255 0.8 13 18 0.6 6
Bajaj Allianz 12.2 (33.7) (8.9) 141.2 357 57 (190) (123) 7.5 117
Cholamandalam MS 5.9 (8.8) 10.3 49.1 27.8 2.8 9 (1) 2.6 27
Go Digit 6.8 (12.0) 35.9 537 325 3.2 (M 59 2.8 39
HDFC ERGO 11.9 (34.5) 3.1 117.3 12.2 5.6 (194) (41) 6.2 (12)
ICICI Lombard 20.9 (3.1) 16.6 167.2 16.2 9.9 89 51 8.8 14
IFFCO Tokio 8.1 (4.5) (0.1) 67.4 9.3 38 29 (40) 3.6 (16)
Reliance General 8.7 (6.3) 16.8 82.5 14.2 4.1 24 22 4.4 (1)
Royal Sundaram 2.8 (12.1) (0.8) 22.9 6.4 1.3 (0) (15) 1.2 (9)
SBI General 8.7 (8.7) 37.4 75.1 20.6 4.1 14 80 4.0 20
Tata-AJG 11.5 (10.1) 9.0 100.0 21.8 5.4 10 (8) 53 32
Universal Sompo 3.9 (5.3) 10.5 334 20.4 1.8 13 (0) 1.8 9
Others 12.3 (15.9) (0.3) 97.4 15.1 5.8 (28) (64) 5.2 3
Private Insurers 1154 (15.1) 9.3 1,019.1 19.4 553 (197) 34 53.9 229
National 14.8 52.5 (8.5) 108.0 3.6 7.0 293 (145) 5.7 (59)
New India 236 (25.9) (0.7) 243.8 8.2 11.1 (210) (126) 129 (74)
Oriental 12.3 (7.7) 59 118.3 15.3 5.8 26 (25) 6.3 5
United India 14.3 (3.6) 7.1 124.8 8.3 6.8 57 (22) 6.6 (37)
Public Insurers 65.1 (6.8) 0.2 594.8 8.7 31.2 179 (264) 314 (165)
General Insurers Sub Total 180.4 (12.0) 8.0 16139 15.9 86.7 (13) (207) 85.8 115
Aditya Birla 26 (3.9) 20.4 20.9 24.9 1.2 10 10 1.1 9
Cigna TTK 1.2 (19.5) 5.6 10.2 22.0 0.6 (5) (3) 0.5 3
Max Bupa 4.4 5.7 45.9 32.9 40.7 2.1 34 50 1.7 33
Religare 53 (1.0) 25.4 42.4 328 2.5 27 29 2.2 31
Star Health 11.4 1.1 16.7 89.5 17.9 54 69 28 4.7 14
SAHI Sub total 248 (0.4) 22.6 195.9 253 11.7 135 115 10.4 91
AJC (Crop) 24 (58.7) 827.2 64.1 (28.4) 1.1 (129) 100 34 (202)
ECGC (Export & Credit) 1.0 5.4 (5.5) 7.7 6.1 0.5 8 (8) 0.4 (3)
Specialized Insurers Sub Total 35 (49.5) 154.5 71.8 (25.8) 1.6 (121) 92 38 (2006)
Grand Total 2124 (12.1) 10.6 1,891.3 14.4 100 - - 100 -

Source: Gl Council, Elara Securities Research
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AMC: SIP flows at historical high

Given geopolitical risks, gold as a safe haven has kept
inflows in check; AUM traction is healthy as indices
perform well, SIP accounts at historical highs

AMC industry data key highlights

Inflows: Gross inflows for November stood at INR
8,998bn vs INR 9,772bn in October, declining 7.9%
MoM but increasing 7.0% YoY, Across asset classes,
equity, debt and liquid inflows decreased 11.7%
MoM, 45.2% MoM and 5.4% MoM, respectively. We
attribute this trend to persistent geopolitical risks and
gold being perceived as a safe haven and an
attractive asset class

Outflows: Gross outflows for November stood at INR
8,742bn vs INR 8,967bn in October, down 2.5% MoM

equity inflows remain sluggish MoM dented by the
holidays. While large cap funds continue to witness
weak inflows with investor preference tilting toward
index funds (led by favorable liquidity conditions,
easing global rate concerns and strong
macroeconomic data), small cap funds, followed by
mid-cap and thematic (notably November witnessed
the launch of three sector and thematic funds; viz,
Aditya Birla Sun Life Transportation and Logistics
Fund; Kotak Consumption Fund; quant Momentum
Fund garnering cumuilatively INR 13.15bn) continued
to augment better inflows of November. Arbitrage
flows also remain strong, led by better yields and tax
incentives

AAUM: AAUM of the industry as on 30 November

but up 5.6% YoY wherein equity, debt and liquid
outflows fell 2.5% MoM, 22.4% MoM and 1.2% MoM,
respectively

stood at INR 48,748bn vs INR 47,804bn in October,
up 2.0% MoM and 20.4% YoY

= SIP: Monthly SIP inflows increased to INR 170.2bn in
November from INR 169.3bn in October, up 27.9%
YoY standing an all-time high

= Net flows: Net inflows stood at INR 256bn vs inflows
of INR 805bn in October, down 68.2% YoY with
equity net flows at INR 156bn, down 22% MoM, and

debt outflows of INR 56bn = SIP _count: SIP accounts surged to 74.4mn in

November vs 73.0mn in October, up 23.1% YoY, but

= AUM: Industry AUM was at INR 49,050bn vs INR standing at historical highS

46,717bn in October, up 5.0% MoM and 21.5% YoY
with equity AUMs hitting an all-time high. However,

Exhibit 50: Given geopolitical risks, gold as a safe haven has kept inflows in check; healthy AUM traction as indices
perform well, and SIP accounts are at historical highs

(INR bn) Nov-22 Dec-22 Jan-23 Feb-23 Mar23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23
Gross Inflows 8413 9,156 8676 7972 10,157 8253 8588 9461 10,003 9,606 8884 9,772 8,998
Growth MoM (%) 77 88 (52 (81 274 [187) 4.1 102 57 (40 (75 100 (7.9
Growth YoY (%) 47 [0.1) 10.1 4.7 32 1.0 20 22 204 7.2 [(9.2) 251 7.0
Equity Inflows 269 279 271 305 348 242 297 368 368 435 409 426 377
Growth MoM (%) 10.9 37 (31 128 141 [304) 224 240 (00 182 (59 42 (11.7)
Growth YoY (%) (33 (335 [135) (43 (184 [(220) (1.8 399 705 630 190 754 398
Debt Inflows 366 351 312 297 894 41904 432 425 440 419 463 479 262
Growth MoM (%) 288  (40) [(11.1) (48 2009 [44.7) [127]  [1.6) 35  [46) 10.3 35 (452
Growth YoY (%) — (330) (349 (502 [(157) 865 (259 382 861 293 [(197) 442 685 [(282)
Liquid Inflows 7,438 8063 7,668 6983 8245 7,212 7,518 8349 8747 8272 7461 8379 7,922
Growth MoM (%) 63 84 (49 (89 181 [125) 42 110 48 (54  (98) 123 [54)
Growth YoY (%) 2.0 3.7 17.3 7.3 [2.5) 6.5 1.4 [1.1) 17.5 59 [145) 19.7 6.5
Other Inflows 339 463 425 386 670 304 341 320 448 479 551 489 436
Growth MoM (%) 175 365 (82  (92) 734 [546) 120  [62) 400 7.1 150 (113 [10.7)
Growth YoY (%) (11.8) 7.6 52 (194) 405 [(281) (115  [0.1) 481 330 425 693 286
Gross Outflows 8280 9,111 8562 7876 10349 7,039 8014 9482 9,182 9462 9546 8967 8,742
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(INR bn) Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23
Growth MoM (%) 79 100 [60) [80) 314 [320) 138 183  [32) 30 09 (61 (25
Growth YoY (%) 94  [11) 13.7 73 (1.8  [54)  [56)  [48) 138 139 (64 16.9 56
Equity outflows 243 210 158 156 171 188 261 279 286 231 267 226 220
Growth MoM (%) 59.7 [13.6) [(24.9)  (0.9) 90 103 390 6.9 22 [190) 156 [155)  [25)
Growth YoY (%) 420 213 (89 19.0 1.2 205 990 1466 1214 129 327 483 (94
Debt outflows 368 397 387 340 670 270 344 425 326 459 652 410 318
Growth MoM (%) (9.7) 77 (25) [121) 970 [(596) 273 234 (232) 407 421 (371 (224
Growth YoY (%) — (54.2) (56.7) [(422) [(596) [324) [67.0) [54.9) [43.1) [24.8) 11.2 7.6 06 (135
Liquid outflows 7,365 8223 7,690 7,072 9,010 6379 7,167 8520 8249 8508 8307 8021 7,925
Growth MoM (%) 67 116 (65  [(80] 274 [292) 124 189  [32) 31 249 (34 (12
Growth YoY (%) 14.8 43 194 160 (09 1.6 [(31)  [(42) 130 148 (88 16.2 7.6
Other outflows 303 281 327 307 499 201 241 258 321 264 319 310 278
Growth MoM (%) 43.9  [7.2) 162 (60 624 [597) 195 73 243 (179 211 (29 [103)
Growth YoY (%) 69.0 20.6 337 137 70.6 6.3 17.6 257 544 149 152 47.1 18.3)
Net Flows 133 45 114 96 (193) 1,214 574 (20) 820 144 (662) 805 256
Growth MoM (%) (56) [(66.1) 1532 (158 [301.2) NM  [52.7) [103.5) NM  (825) (560.1) NM  (68.2)
Growth YoY (%) [71.3) NM  (67.7) [69.6) NM 66.7 NM NM 2476 ([77.9) NM 4733 931
AUM 40,376 39,887 39,624 39,463 39420 41,618 43,205 44,392 46,376 46,635 46,578 46,717 49,050
Growth MoM (%) 22 [(1.2)  [07] (04  [0.1) 56 38 27 45 06  [0.1) 03 50
Growth YoY (%) 817 57 4.2 517 4.9 9.4 16.1 24.6 229 185 212 183 215
Equity AUM 13,488 14,024 14,354 14,060 13,902 13,869 14,005 14,612 15285 16,089 16860 17,218 17,667
Growth MoM (%) [0.7) 40 24 (21  [L1)  [02) 1.0 43 4.6 53 48 21 26
Growth YoY (%) 154 184 22.9 152 13.4 16.8 11.9 16.5 25.0 36.0 29.6 26.7 31.0
Debt AUM 6,593 6,497 6,545 6530 6,484 6,464 6,734 7,031 7,173 7,207 7,364 7,421 7,263
Growth MoM (%) [4.1)  [1.5) 07 (02 (07  [03) 42 44 20 05 22 08 [21)
Growth YoY (%) — [29.3) [(31.3] [(292) (263 [266) [228) [146)  [9.1)  [1.2) 6.7 9.7 80 102
Liquid AUM 6,009 6,137 6,245 6,122 6,136 6,082 5366 6,229 6572 6488 7,028 6,833 6,027
Growth MoM (%) (5.5) 21 1.8 (20 0z (09 (118 161 55 (13 83 (28 (18]
Growth YoY (%) 123 144 7.8 7.4 55 (25 [47) 1.4 63 126 184 75 03
Others AUM 14,286 13,229 12,480 12,752 12,897 15203 17,100 16,520 17,346 16,851 15326 15245 18,092
Growth MoM (%) 126  (74)  [57) 22 1.7 179 125 (34 50 (29  [(20) (05 187
Growth YoY (%) 302 19.7 10.4 181 211 31.7 52.8 79.0 43.6 12.4 20.1 202 26.6
AAUM 40,494 40,762 40,803 40,688 40,046 41,527 42,948 44,823 46,277 46,936 47,790 47,804 48748
Growth MoM (%) 2.4 07 o1 (03 (16 37 3.4 44 32 1.4 1.8 0.0 20
Growth YoY (%) 53 7.5 49 55 6.2 6.8 14.9 21.2 225 187 19.8 20.9 20.4
Monthly SIP 133.1 135.7 138.6 136.9 142.8 137.3 147.5 147.3 1525 158.1 160.4 169.3 170.2
Growth MoM (%) 20 20 21  [12) 43 (38 74  [01) 35 37 1.4 55 06
Growth YoY (%) 20.9 20.1 20.3 19.7 15.8 15.7 20.0 20.0 256 24.6 236 29.8 27.9
SIP Count (No's mnj 60.5 61.2 62.2 62.8 63.6 64.2 653 66.5 68.1 69.7 713 73.0 74.4
Growth MoM (%) 1.9 1.3 1.5 1.7 1.2 1.0 1.6 1.9 23 24 23 24 1.9
Growth YoY (%) 26.5 24.8 231 21.5 205 19.2 19.0 19.9 21.1 21.9 221 23.0 231

Source: AMFI, Elara Securities Research
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Acronyms and Abbreviations

AlF Alternative Investment Fund

APE Annual Premium Equivalent

AT-1 Additional Tier - 1

AUM  Asset Under Management

CAR Capital Adequacy Ratio

CASA  Current Account Savings Account
CD Certificate of Deposit

CET-1  Common Equity Tier 1

CP Commercial Paper

cv Commercial Vehicle

Fll Foreign Institutional Investor
FOF Fortnight over Fortnight

FPI Foreign Portfolio Investor
FSR Financial Stability Report

Gl General Insurance

G-sec  Government Securities

HFC Housing Finance Company

LAS Loan against shares

LTV Loan-to-Value

MCLR  Marginal Cost of Funds based Lending Rate
NBFC Non-Banking Financial Company
NCD  Non-Convertible Debenture

NIM Net Interest Margin

NPA Non-Performing Asset

PBV Price-to-Book Value

PPI Prepaid Instruments

PSU Public Sector Bank

RoE Return on Equity

SAHI  Standalone Health Insurance
SFB Small Finance Banks

SIP Systematic Investment Plan

SME Small & Medium Enterprises

Thill Treasury Bills
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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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