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State Bank of India

Q1FY19 Result Update

Total assets dropped 3% QoQ led by similar drop in advances; Deposits up 2%
Total assets came at 33449bn as compared to 34547bn in Q4FY18. Advances shrunk
3% to 18757bn due to shift from large corporate loan to mid-size corporate loans.
Evidently, large corporate book shrunk 30% QoQ, while mid-size corporate book
grew 25% QoQ. Retail book witnessed 2% QoQ growth to 5591bn. Deposits grew 2%
QoQ to 27478bn and CASA came at 45% as oppose to 46% in previous quarter.

NIM aided on back of improved yield and moderating cost of funds

Yield on advances improved from 8.3% in Q4FY18 to 8.6%, yield on investments
remained flat at 7.3%, while cost of funds squeezed from 5.4% in Q4FY18 to 5.2%.
This resulted in improving NIM by 30bps to 2.8% in current quarter.

Cost to income expanded on lower base

Cost to income came at 58% as compared to 51% in previous quarter due to 12%
drop in total operating income to 285bn on the back of 47% fall in non-interest
income (67bn v/s 125bn in Q4). Loan processing fees tumbled 41% to 6bn,
transaction fees tanked 58% to 15bn.

Credit cost expected to moderate

GNPA came at 10.7% as compared to 10.9% in Q4. NNPA came at 5.3% as compared
to 5.7% in Q4. PCR came at 53% as compared to 50%. Credit cost came at 2.6% as
compared to 4.9% in Q4FY18 and 3.6% in FY18. Management guided for credit cost
to moderate around 2% by Mar’19. CRAR came at 12.8% (Tier I: 9.8%) as compared
to0 12.6% (9.7%) in Q4.

Valuations

Bank reported loss of 4875cr as oppose to 2006cr in Q1FY18. We expect bank to
report RoA (annualized) of 0.2% on back of strong recovery from NCLT list and
economies of scale due to credit growth of 10%. Stock is trading at FY20E P/BV of
1.1x, we assign BUY rating and value stock at P/BV of 1.3x implying an upside
potential of 14% and a target price of INR 335.

Financial Snapshot

Downside Current Price Upside
_ Scenario Price Target  Scenario
< T T T L] 7
294 335
14% A
Industry BFSI
Sensex 37644
Nifty 11355
Bloomberg Code SBIN:IN
Eq. Cap. (Rs. Cr) 893
Face Value (Rs.) 1
52-wL/H 232/351
Market Cap (Cr) 262,407
Valuation Data
FY18A | FY19E | FY20E
NIM 2.6% 2.7% 2.8%
Book value 246 251 258
Adj BV 121 114 114
P/BV 1.0x 1.2x 1.1x

SBI Vs SENSEX

160
140

11-08-2016 -

13-08-2015
10-08-2017 -
09-08-2018 -

Sensex SBI

Shareholding Pattern

ju1s | Maris | sun17

Promoters 58.5 58.9 58.0
Flls 10.4 11.2 11.2
MF 11.9 10.9 9.5
Retail 5.6 5.6 6.1
Others 13.7 134 15.2
100.0 100.0 100.0

INR Crores) FY16 FY17 FY18 FY19E FY20E

Net interest income 57,194.8 61,859.7 74,853.7 91,109.8 102,455.6
Growth% 4% 8% 21% 22% 12%
Pre-provisioning profit 43,257.8 50,847.9 59,511.0 70,380.5 74,802.7
Growth% 11% 18% 17% 18% 6%
Adjusted PAT 9,950.7 10,484.1 -6,547.5 6,765.6 8,735.2
Growth% -24% 5% - - 29%
EPS (INR) 12.8 13.1 - 7.6 9.8
BVPS (INR) 185.9 236.1 245.5 250.8 257.7
ABVPS (INR) 114.0 113.7 120.6 114.3 113.9
P/B (x) 1.0 1.2 1.0 1.2 1.1
P/ABV (x) 1.7 2.6 2.1 2.6 2.6
Source: NSPL Research
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Q1FY19 Result Analysis

(INR Crores) Q1FY19 Q1FY18 Q4FY18

Interest on Advances/Bills 38865 36142 34235 8% 14%
Interest on Investment 18588 16598 18278 12% 2%
Interest on bal. with RBI & Others 245 946 256 -74% -4%
Other Interest 1116 1220 3172 -9% -65%
INTEREST EARNED 58813 54905 55941 7% 5%
Net-Interest Income (NII) 21798 17606 19974 24% 9%
Other Income 6679 8006 12495 -17% -47%
Total Operating Income 28478 25612 32469 11% -12%
Operating Expenses 16505 13738 16585 20% 0%
Pre-Provisional Profits 11973 11874 15884 1% -25%
Provisions & Contingencies 19228 8929 28096 115% -32%
PBT -7255 2945 -12212

Provision for Taxes -2379 939 -4495

Adjusted Net Profit -4876 2006 -7718

Source: Company, NSPL Research

e Bank’s total operating income grew 11% YoY from 25612cr in Q1FY18 & de-grew 12% QoQ from 32469cr in Q4FY18 to
28478cr in this quarter on the back of 24% YoY growth in net interest income founded on 4% YoY growth in advances.

e Bank’s Net Interest Income grew 24% YoY from 17606cr in Q1FY18 & 9% QoQ from 19974cr in Q4FY18 to 21798cr in this
quarter. Yield on advances expanded from 8.5% in Q1FY18 to 8.6% in Q1FY19, yield on investments marginally contracted
from 7.4% in Q1FY18 to 7.3% in Q1FY19 and cost of funds contracted from 5.6% in Q1FY18 to 5.2% in Q1FY19, resulting in
44bps NIM improvement to 2.8%.

e Bank’s quarterly cost to income ratio expanded by 430bps YoY to 58.0% due to 26% YoY growth in employee expenses.

e Bank’s quarterly pre-provisioning profit grew 1% YoY from 11874cr in Q1FY18 to 11973cr.

e Bank’s reported loss of 4876cr in this quarter as oppose to gain of 2006cr in Q1FY18 and loss of 7718 in Q4FY18.

*  Gross NPA ratio came at 10.69% (v/s 9.97% in Q1FY18) and NNPA came at 5.29% (v/s 5.97% in Q1FY18). Provision coverage
ratio stood at 53% (v/s 43% in Q1FY18).

(INR Crores) Q1FY19 Q1FY18 Q4FY18

Deposits 2,747,813 2,602,534 2,706,343 6% 2%

Borrowings 262,492 236,101 362,142 11% -28%
Investments 1,063,474 952,128 1,060,987 12% 0%

Advances 1,875,773 1,804,219 1,934,880 4% -3%
Total Assets 3,344,898 3,193,556 3,454,752 5% -3%

Source: Company, NSPL Research
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Deposits Profile
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Advances Profile
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Profit & Loss (INR Crores) FY16 FY17 FY18 FY19E FY20E

Interest earned 163,998.3 175,518.2 220,499.3 262,307.9 290,773.5
Interest expended 106,803.5 113,658.5 145,645.6 171,198.1 188,317.9
Net interest income 57,194.8 61,859.7 74,853.7 91,109.8 102,455.6
Non-interest income 27,845.4 35,460.9 44,600.7 44,237.3 48,661.0
Total income 85,040.2 97,320.7 119,454.4 135,347.1 151,116.6
Operating expenses 41,782.4 46,472.8 59,943.4 64,966.6 76,313.9
Pre-provisioning profit 43,257.8 50,847.9 59,511.0 70,380.5 74,802.7
Provisions 29,483.8 35,992.7 75,039.2 60,715.4 62,323.9
Profit before tax (PBT) 13,774.1 14,855.2 -15,528.2 9,665.1 12,478.9
Tax expense 3,823.4 4,371.1 -8,980.8 2,899.5 3,743.7
Adjusted PAT 9,950.7 10,484.1 -6,547.5 6,765.6 8,735.2
Balance Sheet (INR Crores) FY16 FY17 FY18 FY19E FY20E
Capital 776.3 797.4 892.5 892.5 892.5
Shareholder's Fund 144,274.4 188,286.1 219,128.6 223,864.5 229,979.2
Deposits 1,730,722.4 2,044,751.4 2,706,343.3 2,987,170.5 3,293,313.3
Borrowings 323,344.6 317,693.7 362,142.1 388,163.4 419,554.0
Cash & Balances with RBI 167,467.7 171,971.6 191,898.6 211,088.5 232,197.4
Investments 575,651.8 765,989.6 1,060,986.7 1,167,085.4 1,283,793.9
Advances 1,463,700.4 1,571,078.4 1,934,880.2 2,128,368.2 2,341,205.0
Total Assets 2,357,617.5 2,705,966.3 3,454,752.0 3,800,227.2 4,180,249.9
RATIOS FY16 FY17 FY18 FY19E FY20E
Growth rates
Advances (%) 12.6% 7.3% 23.2% 10.0% 10.0%
Deposits (%) 9.8% 18.1% 32.4% 10.4% 10.2%
Total assets (%) 15.1% 14.8% 27.7% 10.0% 10.0%
NIl (%) 4.0% 8.2% 21.0% 21.7% 12.5%
Pre-provisioning profit (%) 11.2% 17.5% 17.0% 18.3% 6.3%
PAT (%) -24.0% 5.4% - - 29.1%

Balance sheet ratios

Credit/Deposit (%) 84.6% 76.8% 71.5% 71.3% 71.1%
CASA (%) 42.6% 44.6% 44.5% 44.5% 44.5%
Advances/Total assets (%) 62.1% 58.1% 56.0% 56.0% 56.0%
Leverage (x) 15.2x 15.1x 16.4x 17.6x 18.2x

Operating efficiency

Cost/income (%) 49.1% 47.8% 50.2% 48.0% 50.5%
Opex/total assets (%) 1.8% 1.7% 1.7% 1.7% 1.8%
Opex/total interest earning assets (%) 1.9% 1.9% 1.9% 1.9% 2.0%
Profitability

NIM (%) 2.7% 2.6% 2.6% 2.7% 2.8%
RoA (%) 0.5% 0.4% -0.2% 0.2% 0.2%
ROE (%) 6.9% 6.3% -3.5% 3.3% 4.0%

Asset quality

Gross NPA (%) 6.4% 10.8% 11.0% 10.7% 11.5%
Net NPA (%) 3.8% 6.2% 5.8% 4.8% 4.6%
PCR (%) 68.9% 45.5% 50.5% 55.0% 60.0%
Net Slippages (%) 0.6% 1.3% 0.5% 0.4% 0.4%

Per share data / Valuation

EPS (Rs.) 12.8 13.1 - 7.6 9.8

BV (Rs.) 185.9 236.1 245.5 250.8 257.7
ABV (Rs.) 114.0 113.7 120.6 114.3 113.9
P/BV (x) 1.0x 1.2x 1.0x 1.2x 1.1x
P/ABV (x) 1.7x 2.6x 2.1x 2.6x 2.6x

Source: Company, NSPL Research
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Date CMP (INR) Target Price (INR) Recommendation Strong Buy More than 15%
August 13,2018 294 335 Buy Buy 5% - 15%
Hold 0-5%
Reduce -5%-0
Sell Less than -5%
Disclaimer:

This report has been prepared by Nalanda Securities Pvt. Ltd(“NSPL”) and published in accordance with the provisions of Regulation 18 of the Securities and Exchange Board of India
(Research Analysts) Regulations, 2014, for use by the recipient as information only and is not for circulation or public distribution. NSPL includes subsidiaries, group and associate
companies, promoters, directors, employees and affiliates. This report is not to be altered, transmitted, reproduced, copied, redistributed, uploaded, published or made available to
others, in any form, in whole or in part, for any purpose without prior written permission from NSPL. The projections and the forecasts described in this report are based upon a
number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it
can be expected that one or more of the estimates on which the projections are forecasts were based will not materialize or will vary significantly from actual results and such
variations will likely increase over the period of time. All the projections and forecasts described in this report have been prepared solely by authors of this report independently.
None of the forecasts were prepared with a view towards compliance with published guidelines or generally accepted accounting principles.

This report should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and neither this report nor anything contained
therein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. It does not constitute a personal recommendation or take into account
the particular investment objective, financial situation or needs of individual clients. The research analysts of NSPL have adhered to the code of conduct under Regulation 24 (2) of
the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. The recipients of this report must make their own investment decisions, based on their own
investment objectives, financial situation or needs and other factors. The recipients should consider and independently evaluate whether it is suitable for its/ his/ her/their particular
circumstances and if necessary, seek professional / financial advice as there is substantial risk of loss. NSPL does not take any responsibility thereof. Any such recipient shall be
responsible for conducting his/her/its/their own investigation and analysis of the information contained or referred to in this report and of evaluating the merits and risks involved in
securities forming the subject matter of this report. The price and value of the investment referred to in this report and income from them may go up as well as down, and investors
may realize profit/loss on their investments. Past performance is not a guide for future performance. Actual results may differ materially from those set forth in the projection.

Except for the historical information contained herein, statements in this report, which contain words such as ‘will’, ‘would’, etc., and similar expressions or variations of such words
may constitute ‘forward-looking statements’. These forward-looking statements involve a number of risks, uncertainties and other factors that could cause actual results to differ
materially from those suggested by the forward-looking statements. Forward-looking statements are not predictions and may be subject to change without notice. NSPL undertakes
no obligation to update forward-looking statements to reflect events or circumstances after the date thereof. NSPL accepts no liabilities for any loss or damage of any kind arising out
of use of this report.

This report has been prepared by NSPL based upon the information available in the public domain and other public sources believed to be reliable. Though utmost care has been
taken to ensure its accuracy and completeness, no representation or warranty, express or implied is made by NSPL that such information is accurate or complete and/or is
independently verified. The contents of this report represent the assumptions and projections of NSPL and NSPL does not guarantee the accuracy or reliability of any projection,
assurances or advice made herein. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any investment or strategy is suitable or
appropriate to recipients’ specific circumstances. This report is based / focused on fundamentals of the Company and forward-looking statements as such, may not match with a
report on a company’s technical analysis report. This report may not be followed by any specific event update/ follow-up.

Following table contains the disclosure of interest in order to adhere to utmost transparency in the matter;
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