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Leviathan on the move?

SBI's net earnings grew ~4.2x QoQ, but the bank
provided inadequately (+50%) on a large NCLT
exposure. Broader improvement was visible. Loans
grew 12% YoY, NIM expanded 47bps and core PPOP
rose 11%. Cost creep and weak fees, predictably,
featured among the misses. We are surprised on the
nonchalance with sagging deposit growth, which we
believe owes to a relatively low C/D ratio.

The best news was on slippages (13 qtr-low) and an
improvement in coverage (75%, +390bps). With
guided resolutions of Rs 340bn and provision
reversals of Rs 60bn from 8 a/cs (incl. 5 NCLT cases),
our thesis on SBIN over FY19-21E is about asset
quality improvement. However, recovery will be
lumpy, given the disproportionate dependence on
political and administrative progress in an election
ear.

Capital, while adequate right now, may restrain
opportunistic growth. A fund raise may thus be on
the cards. Maintain BUY with an SOTP of Rs 362 (1.3x
Dec-20E ABV of Rs 192 + Rs 112 sub value).

Financial Summary
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RESULTS REVIEW 3QFY19

Highlights of the quarter

= After falling ~24% QoQ in 2Q, slippages fell another
40% in 3Q to ~Rs 65.4bn (1.31%, a 13 qtr-low).
Corporate slippage was significantly lower at ~Rs
13.1bn (vs. “Rs 31.9bn QoQ). Retail slippage halved
QoQ and agri. was 58% lower, surprising in view of the
peerset evidence. While we recognize that a cyclical
healing in asset quality is on the cards, given the
existing stress, the current level of slippages may not
hold. We have thus factored in 2% annualised
slippages over FY 19-21E.

®  NIM improved ~19bps QoQ to ~2.9% owing to a 5bps
rise in yields, flattish CoD and a jump in the C-D ratio.
Increase in the C-D Ratio and MCLR and lower
slippages are expected drive NIMs here on. We have
factored in NIMs of 2.75% over FY19-21E. Recoveries
and upgrades in NCLT cases will help.

® Near term outlook: With weak net earnings quality
and the large stressed HFC exposure, the stock should
remain subdued, even as our medium term thesis on
asset quality healing (and lower credit costs) plays out.

(Rs bn) 3QFY19 3QFY18 YoY (%) 2QFY19 QoQ (%) FY18 FY19E FY20E FY21E
Net Interest Income 226.9 186.9 21.4% 209.1 8.5% 748.5 858.1 954.2 1,068.8
PPOP 126.2 117.5 7.4% 139.0 -9.2% 595.1 570.7 651.2 748.7
PAT 39.5 (24.2) NA 9.4 318.6% (65.5) 41.0 199.3 303.6
EPS (Rs) 4.4 (2.8) NA 1.1 318.6% (7.34) 4.6 22.3 34.0
ROAE (%) (3.21) 1.85 8.6 11.9
ROAA (%) (0.21) 0.11 0.51 0.71
Adj. BVPS (Core, ex-subs, Rs) 93.5 129.5 170.3 199.2
P/ABV (x)# 1.90 1.33 1.01 0.86
P/E (x)# (24.2) 37.6 7.70 8.36

Source: Bank, HDFC sec Inst Research; # Adjusted for subsidiaries’ value

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO>& Thomson Reuters
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STATE BANK OF INDIA : RESULTS REVIEW 3QFY19

Loan growth was higher at ~12% (vs. ~¥9% in 2Q) led
by a 16/6% growth in the domestic loans (92% of
book). Growth was led by Corp (+21/4%) and retail
(+18/6%; incl. buyouts of Rs 130bn) loans. Corp
growth was largely driven by the infrastructure sector
(20/5% YoY/QoQ). Within retail, growth was led by
home loans (26/6%). With higher than expected loan
growth over 9MFY19, we have marginally increased
our loan CAGR assumption to ~11% vs. ~9.5% earlier
over FY19-21E.

SBIN’s GNPA dipped ~9% QoQ (after 3% drop in 2Q)
to ~Rs 1.88tn (8.7%) led by lower slippages (Rs
65.4bn, 13-gtr low) i.e. 1.31% ann. vs. 2.27% QoQ.
Slippages were lower across segments, with corp.
slippages at a mere ~Rs 13bn (incl. exposure of ~Rs
9bn towards the hold co of a troubled infra group).
Further, the higher reductions (Rs 66bn) and W/os
(Rs 180bn) provided additional levers.

The bank’s total power sector exposure was ~Rs
1.95tn w/w ~Rs 314bn is classified as non-performing
and another ~Rs 61bn are SMA. The remaining ~Rs
1.6tn is standard of which ~Rs 593bn is to private
entities and ~67% is rated A or above. The current
coverage on_power sector exposures is ~50% (vs.
41%). As per the mgt, H1 bidders have been approved

for 3 cases and are in an advanced stage of
resolution.

SBIN’s aggregate NCLT exposure stands at ~“Rs 443bn
(23.6% of GNPAs), with a coverage of ~75%. The mgt
expects a recovery from 8 a/cs (of which 5 are NCLT
cases) with a total exposure of Rs 340bn.

While the management expects slippages to remain
below 2% for FY19, we have factored in slippages of
~2.0% over FY19-21E. Developments on the troubled
HFC will be closely watched given SBIN’s ~“Rs 110bn

exposure.

After a decline of ~¥32% in 1Q and 37% in 2Q, SBIN'’s
overall provisioning further dipped ~50% QoQ to a
mere ~Rs 60bn. This was led by MTM Loss reversal of
~Rs 80bn, even as NPA provisions (Rs 140bn i.e.
2.79% ann.) jumped 37% QoQ. SBIN did not provide
against one NCLT exposure (maintained provisions at
~50% vs. the requirement of 100%) as it expects
recoveries.

With the expected resolution of a large steel
exposure (in 4Q), higher NCLT provisions (List | 66%
and List Il 86%) and a creditable PCR of ~74.6%, we
expect loan loss provisions to dip further. We have
factored in credit costs of ~1.7% over FY19-21E vs.
3.75% in FY18.
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SOTP
Particulars Rs bn Per Share Rationale
State Bank (Bank consol) 2,144 240 1.3x Dec-20E Core ABV of Rs 192
SBI Life 466 52 FY20 EV + 16.7x FY21E VNB
SBI AMC 92 10 5% of FY20E AUM
Others 446 50 Stakes in NSE, UTI MF, SBI Caps and others
Total Value 3,148 353
CMP 2,538 284
Upside (%) 24.0 24.0
Source: HDFC sec Inst Research
Change In Estimates
FY19E FY20E FY21E
Rs mn Ooid New Change old New Change old New Change
NII 853.0 858.1 0.6% 944.4 954.2 1.0% 1,068.5 1,068.8 0.0%
PPOP 572.8 570.7 -0.4% 657.4 651.2 -0.9% 767.0 748.7 -2.4%
PAT 37.9 41.0 8.1% 199.9 199.3 -0.3% 302.2 303.6 0.4%
Adj. BVPS (Rs) 129.5 129.5 -0.1% 167.1 170.3 2.0% 201.9 199.2 -1.3%

Source: HDFC sec Inst Research
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SBI Standalone : Five Quarters At A Glance

STATE BANK OF INDIA : RESULTS REVIEW 3QFY19

(Rs bn) 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 YoY Growth QoQ Growth
Net Interest Income 186.9 199.7 218.0 209.1 226.9 21.4 @ Led by a ~19bps sequential rise in NIMs and
Non-interest Income 80.8 124.9 66.8 93.8 80.4 (0.6) a ~5% sequential growth in advances
Treasury Income 10.3 9.4 (12.6) 28.9 4.3 (58.6) (85.3)
Operating Income 267.7 324.7 284.8 302.8 307.3 14.8 1.5
Operating Expenses 150.2 165.9 165.0 163.8 20.5 10.5 2Q included a ~Rs 10.87bn gain on the
Pre Provision Profits 117.5 158.8 119.7 139.0 a 4 (92) transfer ofits merchant acquiring business
Provisions 188.8 281.0 192.3 120.9 60.1 (68.2) (50.3) to its wholly owned subsidiary
NPA Provisions 177.6 240.8 130.4 101.8 139.7 (21.3) 37.2
PBT (71.2) (122.1) (72.6) 18.1 66.2 (192.9) 265.
Provision For Tax (47.1) (44.9) (23.8) 8.7 26.6 (156.6) 207.0 Led by a ~31/15% YoY/QoQrise in staff costs
PAT (24.2) (77.2) (48.8) 9.4 395 (263.7) 3186 as the bank recognised the unamortised
Balance Sheet items/ratios liability on the enhancement of gratuity
Deposits 26,512 27,063 27,478 28,074 28,305 6.8 limits in the qtr. Also, falling yields led to
CASA Deposits 11,481 11,873 11,962 12,268 7.8 0.9 higher pension cost provisions (Rs 15bn)

Advances 18,262 19,349 18,758 19,573 12.1
CD ratio (%) 68.9 71.5 68.3 63.7 Surprising, given that its peers have

CAR (%) 12.7 12.6 13.3 12.6 witnessed robust deposit growth

Tier I (%) 10.3 10.4 10.7 10.4

\c(,igl‘; |rolr: t/l?jf/ances (%) 8.38 8.28 8.57 8.43 Led by an ~18/6% growth in retail advances
Cost Of Deposits (%) 5.34 5.30 5.11 5.11 (~28% of gross advances); incl buyouts of
NIM (%) 2.45 2.50 2.80 2.73 “Rs 130bn

Domestic NIM (%) 2.61 2.67 2.95 2.88 0-36 . . ~
Foreign NIM (%) 1.16 1.14 1.47 1.42 1.38 0.22 Z?L’: ;Z'_Srf; lf;:::s" of Tier | bonds and “Rs
Cost-Income Ratio (%) 56.1 51.1 58.0 54.1 58.9 282 bps
Tax rate (%) 66.07 36.80 32.79 47.87 40.25 -2582 bps
Asset quality Mgt guided for 3% + NIMs in FY 20
Gross NPA 1,991 2,234 2,128 2,059 1,878 (5.7) (8.8)
Net NPA 1,024 1,109 992 948 809 (20.9) (14.6)
Gross NPAs (%) 10.35 10.91 10.69 9.95 8.71 -164 bps -1 Slippages were ~Rs 65.4bn of which fresh
Net NPAs (%) 5.61 5.73 5.29 4.84 3.9M slippages were ~Rs 45.2bn; Corp slippages
Slippages (%, Ann.) 5.90 6.98 3.01 2.27 -74 bps -97 bps were ~Rs 13.8bn vs. ~“Rs 31.9bn QoQ and
Coverage Ratio (%) Calc. 48.59 50.38 53.38 53.95 56.89 830 bps 295 bps SME at Rs 19.6bn vs. Rs 38.3bn QoQ
Coverage Ratio (%) Reported  65.92 66.17 69.25 70.74 74.63 871 bps 389 bps

Source: HDFC sec Inst Research
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Overall loan growth Advances Grew ~12/5% YoY/QoQ Loan Mix: Stable Sequentially
accelerated to ~12/5% driven I Loans (Rs bn) —#— Growth YoY (%, RHS) WAgri mlarge mMid mRetail @SME m Others mForeign
by a ~18/6% growth (incl. 22,000 - Rsbn % 140 oo
buyouts of Rs 130bn) in retail 20,000 120 " FERERREERE
loans o W o 14 13fl 148 13]4 14
18,000 10.0 14 WEEDNE
16,000
The loan mix remained 14,000 8.0 51 21 22 22 23 24 24 24 26 27 27 27 28 28128
sequentially with Corp Loans 12,000 6.0
constituting ~36% of the total 4.0 36136
. . 10,000 : 19 21 21 22 21 21 1 [21 [20 |19 (18 |20 |44
advances while Retail Loans
formed ~28% of Loans 8,000 2.0 [oN oM sHsHololslzlollioliol ololoH ol
6,000 - - O VW VW W N N N N 00 0 0 00 O O O
S et rnnnm R R %o Sdddagagddddddd
SBI has a whopping ~34.5% S S N S S S 6 0803339366833 3 g g
ppg /0 [ T T T T T T | N MO < 94 N O F A N 0O 4 Nm
, dogdgdgdgadggagdaggaddg
share in the home loan mkt SENMTF AT AN TF S N®
Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB
Within Retail Loans, Home
Loans grew ~27/6% YoY/QoQ Retail Loan Mix: Flat QoQ Deposits: Flat QoQ, Unlike Its Peers
while Other Personal Loans % mHome Auto m Others mmmm Deposits Rs bn —m— Growth YoY (%, RHS)
grew ~4/7% 32,000 + Rsbn % - 25.0
el Bl EI EN EN EN EX] BN EW
, 27,000 -+ 20.0
Deposits grew ~7% YoY but
12 12 12 12 12 12
were flat QoQ, the 12 22,000 15.0
sequentially flat deposits was
surprising as its peers’ deposit 17,000 - 10.0
base grew rapidly
12,000 5.0
CASA, too was sequentially 1S S S S N N B N B BN BN B B WO 2 000 i
flat with the CASA ratio at T T R o o R T - T T L8 YSSNN33838333
~43.7% e o W W o W o W W ra Y i i il i i R
/7 d dddddodgdoddaddaddgdaddad ddddaododadgdgaogadaggaddd
I N MO I —H4 N N I 4 NN A NMm AN N < A NN NN AN
Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB
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CASA Ratio: Sequentially Flat at ~43.7% Overall CD Ratio Rises ~260bps QoQ
SBIN continues to be the mkt % mCA mTD Foregin —=—OverallCDratio %  —aA— Domestic CD ratio %
leader with a ~23% sharein = . . o e e e 4 a4 A w a e ran T 90.0 -+

total deposits 85.0 -+

80.0 +
As loan growth revived to SSESSESYN 3R TErrrrri: 750 -+
~5% QoQ while deposits grew 700 -

~1% during the same period,

55

65.0 -+
the Overa” L e 34 38 36 36 37 37 37 37 371i38 60.0
~ 34 34 35 X T
260bps to 72.3% 33
55.0 —+
PMAAB AR AN RR
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Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB
NIMs grew ~19bps NIl Up ~9% Sequntially NIMs Jumped ~19bps QoQ
sequentially ~2.92% with mmmm NI (Rs bn) —#— Growth YoY (%, RHS) —=u— Cost of Deposits —e—NIM —=— Yield on Advances (RHS)
domestic NIMs at 2.97% and 240  Rsbn % 300 70 + % % _ 110
foreign NIMs at ~1.38% 220 - 25.0 60 + 105
200 - 20.0 ' + 10.0
The management guided for 180 - 15.0 5.0 -+ 1 95
~3% overall NIMs 160 - 10.0 4.0 -+ T 90
+ 8.5
140 A 5.0 30 L 1 g0
We expect NIMs of 2.75% 120 | : W '
- Y 2 O Q9 o o oo ™ 0 o+ 7.5
over FY19-21E 20 40 O AN @GS RN PR LN
100 - (5.0) oA 222(\;“““70
80 - - (10.0) 1.0 6.5
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Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB
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Non-interest Income: Fees Dip QoQ; Adj For One-Off, Treasury Gains Were Higher QoQ

2Q’s treasury income includes 20 3a  4q 1Q 20 3a  4q 1Q 2Q 3Q aQ 1Q 2q 3q
~Rs 10.87bn from the sale of Rs bn FYl6e FYl6 FYle FY17 FYl17 FYl17 FYl17 FY18 FY18 FY18 FYi8 FY19 FY19  FY19
its merchant acquiring CEB 315 351 579 340 432 411 608 487 536 498 843 498 502 472
business to its wholly owned %Loan (Ann.) 096 1.03 1.62 094 121 114 161 106 119 110 179 1.04 105 0.94
subsidiary Treasury 149 124 142 272 229 397 177 177 857 103 9.4 (12.6) 289 4.3
Forex 4.7 5.5 6.0 6.0 9.0 5.9 5.9 6.7 6.8 5.9 5.5 4.3 4.9 5.6
Surprisingly, fees too dipped Dividend 0.5 - 4.0 1.6 1.4 - 3.9 0.2 0.9 - 33 0.1 - -
on sequential basis Misc. inc. 10.3 88  25.0 4.6 78 109 15.0 68 133 148 225 253 254 232
Total 620 618 107.0 734 842 966 1033  80.1 160.2  80.8 1249 668  93.8 804
(YoY %) 36% 18% 26%  44%  36% 56%  -3% -9%  58%  -30% 2%  -17%  -41% -1%
As Other Income rose (+2% Source: Bank, HDFC sec Inst Research; 1QFY18 onwards incl. SBIN + ABs + BMB
QoQ) and Operating Expenses
jumped ~11%, the C-I Ratio C-I Ratio Increased ~480bps QoQ, Optically PPOP Down ~9% QoQ; Core PPOP Jumped ~11%
deteriorated ~480 bps to —=—C-I ratio (%) —a— Opex/Non-interest income I OP (Rs bn) —m— Growth YoY (%, RHS)
~59% 60.0 — % % 30 220 + Rsbn 9% - 50.0
58.0 - 200 + ‘ - 40.0
SBIN recognised the entire 56.0 + T2 180 -+ - 300

- 20.0
- 10.0

unamortised liability on the 54.0 + |, g
enhancement of gratuity 52.0 +

50.0 -+ + 15 140
limits in the qtr, resulting in a 480 1 120 .
sharp ~31/15% rise in staff 460 4 + 1.0 100 (10.0)
(20.0)
costs 44.0 + + 05 80 l (30.0)
420 4 '

] H - 40.0 - 60 (40.0)
Adj.._fartreasurygalns,.theCI ceeeNNE N R oo g CoeoeRENN®®RR 09
Ratio was flat sequentially at > > > > > > 5555555 > i R A A A A A Y

8838803333838 38 08493 ddggoggogggodgagdaddad
~59.7% AN M F A N®m®F AN T A N® SN O T AN A NN A Nm
Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB

Core PPOP grew ~17/11%
YoY/QoQ

Page | 7



E- HDFC securities

INSTITUTIONAL RESEARCH

Even as NPA provisions
jumped ~37% QoQ, significant
MTM reversals during the qtr
led to drop in overall
provisions

SBIN did not further provide
on a single steel exposure as
per IRAC norms in spite of it
slipping from D2 (40%) to D3
(100%) as it was confident of
recovering the amount in
4QFY19

SBIN has provided ~15%
towards the std exposure of
the troubled infra
conglomerate

SBIN availed the RBI
dispensation wrt to MSME
accounts and retained ~Rs
9bn worth of assets as
standard

STATE BANK OF INDIA : RESULTS REVIEW 3QFY19

Provisions Break-up: LLP Jumped 37% QoQ After A 22% QoQ Drop In 2Q

Rs bn 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY16 FY16 FY16 FY17 FY17 FY17 FY17 FY18 FY18 FY18 FY18 FY19 FY19 FY19
LLP 38.4 76.4 121.4 63.4 76.7 72.4 109.9 121.3 167.2 177.6 240.8 130.4 101.8 139.7
% Ann. 1.17 2.24 3.40 1.76 2.15 2.01 2.91 2.64 3.71 3.92 5.12 2.74 2.13 2.79
MTM (0.5) 0.3 (0.1) 0.1 1.1 1.0 0.8 (7.6) 0.4 40.4 47.6 71.0 17.5 (79.9)
SA 5.9 1.8 10.0 9.2 (0.7) 13.6 2.9 (20.4) 22.8 (29.9) (8.5) (9.2) 1.0 (0.6)
Others (0.2) 1.0 0.4 1.5 1.9 2.3 3.8 (4.0) 1.1 0.6 1.1 0.1 0.6 0.9
Total 43.6 79.5 131.7 74.1 79.0 89.4 117.4 89.3 191.4 188.8 281.0 192.3 120.9 60.1
YoY % 2% 52% 100% 85% 81% 12% -11% -32% 29% 58% 34% 115% -37% -68%
0,
':::P* 42% 83% 93% 67% 70% 71% 73% 75% 96% 161% 177% 161% 87% 48%
Tax 20.3 53  (2.5) 11.2 7.9 9.9 14.7 9.4  (7.2) (47.1) (44.9) (23.8) 87 266
(% PBT) 34% 32% -24% 31% 24% 28% 34% 32% -84% 66% 37% 33% 48% 40%
Source: Bank, HDFC sec Inst Research, * PPOP: Pre-provisioning operating profits; 1QFY18 onwards incl. SBIN + ABs + BMB
GNPAs Down 9%; NNPAs Down ~15% QoQ Segment-Wise GNPA Contribution
I Gross NPA Net NPA o, MForeign Retail W Agri SME Hl Corporate
—a— Gross NPA (%) RHS —>¢— Net NPA (%) RHS %
2,575 - Rsbn % Bl e e 3 3 WA N W e e s
: B
. + 110 Eﬁggﬂ aamﬂ
: + 14 12 12
L 90 17 17 17 16 16 15 12 13 ' 114
24
1,575 -+ 0 3 31
1,075 —+ 5.0
75 i1 N ENENENENENRERERER®R®R®R®R
O W VW O NN IMNIMNOOOWOW O O O O [(e} Vo] Vo] [(e} ~ ~ ~ ~ 00 (o] [ee] (o] ()] [e)} [e)}
L I e T o TR o R R O o O R o R o R o R o R o R o O | l Ll i i Ll i i Ll Ll i i — i Al —
> > > > > > > > > > > > > > > > > > > > > > > > > > > > > >
L I o ¥ e iy [V [N [N [N [V [N [N [V [N [N [V [N [N [N [V
doJdggodgoggoggagagagaogd d d g gdJddddggdaogdddg g g
I NN < A4 NN F A NN < =N — (o] m < — o o < — (o] o < i (o] [20]
Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB Source : Bank; 1QFY18 onwards incl. SBIN + ABs + BMB
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Asset Quality Movement

2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q

Slippage Break up Rs bn FY16 FY16 FY16 FY17 FYl7 FY17 FY17 FY18 FY18 FY18 FY18 FY19  FY19  FY19
-Retail Rs 4.9bn vs. Rs 9.8bn Opening 564 568 728 982 1,015 1,058 1,082 1,779 1,881 1,861 1,991 2,234 2,128 2,059
-Corp Rs 13.1bn vs. Rs 31.9bn Slippages 59 207 303 108 119 104 104 301 106 268 328 143 109 65
-Agri Rs 11.3bn vs. Rs 27bn % Ann. 1.80 607 849 300 333 288 275 655 236 590 698 3.01 227 131
-SME Rs 19.6bn vs. Rs 38.3bn Upgrades 6 4 1 12 2 1 10 20 11 22

Recoveries 9 7 16 16 13 10 12 46 22 22 . ® 3 66

SMA I (Rs 134bn, 66bps) and I Write-Offs 39 37 32 46 61 59 39 132 93 93 85 101 135 180

(Rs 36bn, 18bps) stands at Rs Closing 568 728 982 1,015 1,058 1,082 1,124 1,881 1,861 1,991 2,234 2,128 2,059 1,878

170.6bn i.e. 83bps QoQ % 1%  28%  35% 3% 4% 2% 4% 6%  -1% 7%  12% 5%  -3%  -9%

Source: Bank, HDFC sec Inst Research; 1QFY18 onwards incl. SBIN + ABs + BMB

Peer Set Comparison

Mcap CMP . TP ABV (Rs) P/E (x) P/ABV (x) ROAE (%) ROAA (%)
BANK Rating

(Rsbn)  (Rs) (Rs) FY19E FY20E FY21E| FY19E FY20E FY21E| FYI9E FY20E FY21E| FY19E FY20E  FY21E| FY19E FY20E FY21E
ICICIBC# | 2,348 355  BUY 425 124 143 166| 455 133 95| 216 176 141 38 102 123| 041 119  1.39
KMB # 2,329 1,256 BUY 1,400 207 237 273 360 284 230| 458 391 332 132 142 149| 173 176 174
AXSB 1,801 717  BUY 743 224 266 308| 395  19.5 147| 3.08 260 224 69 126 149| 062 111  1.29
I8 1,017 1,515 BUY 1,935 411 515  574| 311 205 150| 358 2.8  256| 121 152 180| 124 146 162
RBL 241 577  BUY 626 165 188 215| 276 205 154 341 299  261| 124 149 174| 126 133 138
FB 170 86 NEU 93 57 65 74| 146 110 83| 151 134 118 92 113 136| 078 089  1.00
CUB 142 189  BUY 236 60 70 81| 207 177 150 323 278  239| 153 154 156| 1.59 157 154
KVB 69 89 BUY 119 57 64 69| 258 9.7 80| 153 136 126 43 111 129| 039 095 104
DCBB 59 177  BUY 213 85 104 117 178 154 120 208 170 151| 105 109 11.8| 093 095 099
SBIN# 2,538 284  BUY 362 129 170 199| 376  7.70 836| 133 1.01  0.86 1.9 8.6 119/ 011 051 071
BOB 301 111  NEU 124 99 135 162 15.0 6.4 48| 115 084  0.70 49 106 128| 027 056 067
AUBANK | 177 580 NEU 658 100 130 152| 450 332 234| 590 455 390 142  14.8 169| 162 164  1.83

Source: Company, HDFC sec Inst Research, # Adjusted for subsidiaries value

Page | 9



E- HDFC securities

INSTITUTIONAL RESEARCH

Standalone Income Statement

STATE BANK OF INDIA : RESULTS REVIEW 3QFY19

Standalone Balance Sheet

(Rs bn) FY17 FY18 FY19E FY20E FY21E (Rs bn) FY17 FY18 FY19E FY20E FY21E
Interest Earned 1,755.2 2,205.0 2,421.2 2,682.8 3,010.0 SOURCES OF FUNDS
Interest Expended 1,136.6 1,456.5 1,563.1 1,728.6 1,941.2 Share Capital 8.0 8.9 8.9 8.9 8.9
Net Interest Income 618.6 748.5 858.1 954.2 1,068.8 Reserves 1,874.9 2,182.4 2,223.3 2,399.6 2,668.3
Other Income 354.6 446.0 359.6 397.7 442.0 Shareholders' Funds 1,882.9 2,191.3 2,232.2 2,408.6 2,677.2
Fee Income (CEB) 162.8 230.0 233.6 255.8 281.9 Savings 7,4329 10,137.7 11,100.8 12,210.9 13,737.3
Treasury Income 107.5 123.0 26.5 32.5 42.5 Current 1,471.2 1,901.7 1,949.3 2,007.8 2,108.1
Total Income 973.2 1,194.5 1,217.7 11,3519 1,510.8 Term Deposit 11,543.4 15,0239 16,150.7 17,927.3 19,720.1
Total Operating Exp 464.7 599.4 647.0 700.6 762.1 Total Deposits 20,447.5 27,0634 29,2009 32,146.0 35,565.5
Employee Expense 264.9 331.8 367.6 403.0 443.8 Borrowings 3,176.9 3,621.4 4,074.1 4,481.5 4,929.7
PPOP 508.5 595.1 570.7 651.2 748.7 Other Liabilities & Provs 1,552.4 1,671.4 1,721.5 1,773.2 1,830.8
Provisions & Contingencies 359.9 750.4 509.8 386.9 332.8 Total Liabilities 27,059.7 34,547.5 37,228.7 40,809.3 45,003.2
Prov. for NPAs (incl. std prov.) 354.1 677.7 467.3 365.4 311.3
PBT 148.6 155.3) 60.9 264.4 415.9 APPLICATION OF FUNDS
Provision for Tax 43.7 (89.8) 20.0 65.1 112.3 Cash & Bank Balance 1,719.7 1,919.0 1,552.8 1,749.3 2,134.2
PAT 104.8 (65.5) 41.0 199.3 303.6 Investments 7,659.9 10,609.9 11,458.7 12,260.8 13,057.7
Source: Bank, HDFC sec Inst Research; FY18, FY19E, FY20E and FY21E metrics include the erstwhile G-Secs 5,752.4 8,484.0 6,424.2 7,072.1 7,824.4
Assoclate Banks and BB, now merged into SBIN. Advances 157108 19,348.8 21,2837 23,593.0 26,306.2
Fixed Assets 429.2 399.9 413.9 434.6 456.3
Other Assets 1,540.1 2,269.9 2,519.6 2,771.6 3,048.8
Total Assets 27,059.7 34,547.5 37,228.7 40,809.3 45,003.2

Source: Bank, HDFC sec Inst Research
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Standalone Key Ratios

FY17 FY18 FY19E FY20E FY21E FY17 FY18 FY19E FY20E FY21E
VALUATION RATIOS ASSET QUALITY
EPS (Rs) 13.1 (7.3) 4.6 22.3 34.0 Gross NPLs (Rs bn) 1,123.4  2,2343 1,856.6 1,414.2 1,269.3
Earnings Growth (%) 54  (162.5) (162.5) 386.6 52.4 Net NPLs (Rs bn) 582.8 1,108.5 828.4 639.9 651.0
BVPS (Rs) 182.3 217.7 222.3 263.0 292.4 Gross NPLs (%) 6.90 11.55 8.72 5.99 4.83
Core Adj. BVPS (Rs) 109.2 93.5 129.5 170.3 199.2 Net NPLs (%) 3.71 5.73 3.89 2.71 2.47
DPS (Rs) 2.6 - - 2.2 3.4 Slippages (%) 2.57% 8.43% 2.10% 2.00% 1.80%
ROAA (%) 0.42 (0.21) 0.11 0.51 0.71 Coverage Ratio (%) 48.13 50.38 55.38 54.75 48.71
ROAE (%) (Core) 6.3 (3.2) 1.9 8.6 11.9 Provision/Avg. Loans (%) 2.17 3.75 2.29 1.62 1.24
P/E (x) 13.6 (24.2) 37.6 7.7 8.4 ROAA TREE
P/ABV (x) 1.63 1.90 1.33 1.01 0.86 Net Interest Income 2.49% 2.43% 2.39% 2.45% 2.49%
P/PPOP (x) 4.5 4.3 4.4 3.9 3.4 Non Interest Income 1.43% 1.45% 1.00% 1.02% 1.03%
Dividend Yield (%) 0.9 - - 0.8 1.2 Treasury Income 0.43% 0.40% 0.07% 0.08% 0.10%
PROFITABILITY Operating Cost 1.87% 1.95% 1.80% 1.80% 1.78%
Yield On Advances (%) 7.88 7.43 7.75 7.90 8.16 Provisions 1.45% 2.44% 1.42% 0.99% 0.78%
Yield On Investment (%) 7.76 7.06 7.00 7.00 7.00 Provisions For NPAs 1.33% 2.32% 1.30% 0.93% 0.72%
Cost Of Funds (%) 5.27 4.87 4.89 4.95 5.03 Tax 0.18% -0.29% 0.06% 0.17% 0.26%
Cost Of Deposits (%) 5.59 5.13 5.16 5.23 5.33 ROAA 0.42% -0.21% 0.11% 0.51% 0.71%
Core Spread (%) 2.61 2.57 2.86 2.95 3.13 Leverage (x) 14.93 15.12 16.23 16.82 16.87
NIM (%) 2.84 2.52 2.70 2.75 2.81 ROAE 6.31% -3.21% 1.85% 859% 11.94%
OPERATING EFFICIENCY Source: Bank, HDFC sec Inst Research; FY18, FY19E, FY20E and FY21E metrics include the erstwhile
Cost/Avg. Asset Ratio (%) 1.87 1.95 1.80 1.80 1,78 ~ Assodate Banks and BMIB, now merged into SBIN.
Core Cost-Income Ratio (%) 53.68 55.94 54.31 53.10 51.91
BALANCE SHEET STRUCTURE
Loan Growth (%) 7.3 3.5 10.0 10.9 11.5
Deposit Growth (%) 18.1 4.7 7.9 10.1 10.6
C/D Ratio (%) 76.8 71.5 72.9 73.4 74.0
Equity/Assets (%) 7.0 6.3 6.0 5.9 5.9
Equity/Advances (%) 12.0 11.3 10.5 10.2 10.2
CASA (%) 43.5 445 44.7 44.2 44.6
Capital Adequacy Ratio (CAR, %) 13.1 12.6 10.1 9.8 9.7
W/w Tier | CAR (%) 10.4 10.4 8.3 8.1 8.1
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RECOMMENDATION HISTORY
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Date CMP Reco Target
400 - 5Bl m 11-Feb-18 296 BUY 363
l L l 10-Apr-18 263 BUY 333
350 - L & 23-May-18 254 BUY 328
* » & " 6-Jul-18 256 BUY 328
200 13-Aug-18 304 BUY 340
% Do "\ 9-Oct-18 266 BUY 348
M/\\ MJ 6-Nov-18 295 BUY 352
250 7 pvey 8-Jan-19 296 BUY 363
3-Feb-19 284 BUY 362
200 T T T T T T T T T T T
Sj ﬁ ﬁ °.-4° ‘;,0 2 ﬁ 2 g ﬁ ﬁ g} a Rating Definitions
o = =~ > c =5 1] Q + > o c o) BUY
€2 2582373285248 8¢ NEUTRAL
SELL

: Where the stock is expected to deliver more than 10% returns over the next 12 month period
: Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
: Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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