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Margin Blip Transient, Growth Engine Intact 
Yes Bank (YBL) reported 1QFY19 results with the key strategic takeaways being: (1) NIM 
contracted ~10 bps QoQ and ~40 bps YoY but management guided for a ~20-25 bps NIM 
expansion due to upcoming MCLR resets (2) Retailisation of loan book accelerated with share 
of small-ticket consumer finance rising to 14% of loan book (up ~350 bps YoY) (3) Underlying 
asset quality remains well under control with a net SR book and an all-inclusive standard 
restructured book of 82 bps and 12 bps of loan book, respectively. (See comprehensive 
conference call takeaways on page 2). Per se, on the results front, YBL posted NII growth of 
22.7% YoY to Rs22,191mn, PPOP growth of 44% YoY to Rs24,547mn and PAT growth of 30.5% 
YoY to Rs12,604mn. We have revised our estimates for FY19/FY20 and retained Buy rating on 
YBL, revising our target price to Rs461 (from Rs439 earlier) and valuing the stock at 2.6x 
FY20E P/BV. 

NIM contracted ~10 bps QoQ and ~40 bps YoY due to transient factors and will revert: 
Management guided that (1) loan yield expansion of 4 bps, 11 bps and 16 bps is expected on the 
back of MCLR resets over the next 3 quarters (2) Since most of the CoF rise is behind us, this will 
lead to a ~20-25 bps NIM expansion over the same period (3) CASA traction will accelerate towards 
the second half of the year. Rise in borrowings of ~Rs 400bn is on account of (1) IBU growth (~Rs 
200bn) (2) Tier 2 capital raise (~Rs 120bn) (3) Refinancing from NABARD, SIDBI, etc (Rs 80bn). 

Retailisation of loan book accelerated with share of small-ticket consumer finance rising to 
14% of loan book: Overall loan growth continued at the elevated level of 53% YoY. Within this, 
small-ticket consumer finance grew 105% YoY, resulting in the rise in its loan share. This asset 
retailisation theme should continue as management guided for consumer finance growth of ~70-80% 
even on relatively higher base. Non-interest income grew 50% YoY driven by Corporate banking fees 
and Corporate trade and cash management, which grew 66% and 60%, respectively. 

Underlying asset quality remains well under control: Gross slippage was Rs5,603mn (107 bps of 
average loans - annualised), of which Rs 3418mn is expected to be fully recovered by 1HFY19. The 
pipeline of quasi-recognised stressed assets (restructured, SDR, 5/25, S4A, net SR) remains 
contained at 94 bps of loans. Exposure to the RBI’s IBC List 1 declined to Rs 230mn (1 bps of 
advances), with PCR of 50%, on the back of recovery of Rs 1.84bn. Exposure to IBC List 2 remained 
at Rs6.5bn with ~43% provision on funded exposure, with expected recovery rate of 50-60%. Of the 
divergent accounts that were upgraded earlier, 20-25% are expected to be recovered in 6 months.  

Valuation and outlook: We have revised our NII estimates by -0.9%/3.7%, PPOP estimates by 
0.2%/5.8% and PAT estimates by 3.1%/7.1% for FY19/FY20, respectively, and retained Buy rating 
on YBL, increasing our target price to Rs461 (from Rs439 earlier) and valuing the stock at 2.6x 
FY20E P/BV. 
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Key Data 

 Current Shares O/S (mn) 2,305.7 

Mkt Cap (Rsbn/US$bn) 852.5/12.4 

52 Wk H / L (Rs) 394/285 

Daily Vol. (3M NSE Avg.) 12,633,510 

 

Price Performance (%)   

 1 M 6 M 1 Yr 

Yes Bank 10.1 2.3 8.0 

Nifty Index 3.7 0.9 11.4 

Source: Bloomberg 

 

Y/E March (Rsmn) 1QFY19 1QFY18 4QFY18 YoY (%) QoQ (%) 

Interest income 65,780 46,538 57,430            41.3             14.5  

Interest expenses 43,589 28,449 35,887            53.2             21.5  

Net interest income 22,191 18,089 21,542            22.7               3.0  

NIM (%) 3.3 3.7 3.4 (40bps) (10bps) 

Non-interest income 16,941 11,322 14,210            49.6             19.2  

Operating income 39,133 29,411 35,752            33.1               9.5  

Staff costs 5,906 5,461 5,467              8.2               8.0  

Other operating  expenses 8,680 6,908 8,931            25.6              (2.8) 

Total operating expenses 14,586 12,369 14,398            17.9               1.3  

Cost- to-income (%) 37.3 42.1 40.3 (478bps) (300bps) 

Pre-provision profit 24,547 17,042 21,354            44.0             15.0  

Provisions 6,257 2,858 3,996          118.9             56.6  

PBT 18,291 14,184 17,358            29.0               5.4  

Tax 5687 4529 5563.5            25.6               2.2  

-Effective tax rate 31.1 31.9 32.1             (2.6)             (3.0) 

PAT 12,604 9,655 11,794            30.5               6.9  

EPS (Rs) 5.5 4.2 5.1            29.5               6.7  

BV (Rs) 114.1 97.9 111.8            16.6               2.0  

Deposits 21,33,945 15,02,409 20,07,382            42.0               6.3  

Advances 21,47,201 13,99,718 20,35,339            53.4               5.5  

Source: Company, Nirmal Bang Institutional Equities Research 

27 July 2018 

https://www.euromoney.com/research-and-awards/surveys-and-awards/asiamoney-brokers-poll/vote-now
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Comprehensive Conference Call Takeaways 

 The management stated that the impact of headwinds have been expressed in this quarter’s 
compressed NIM. Going forward, yield on advances will get re-priced by an increase of ~32 bps leading 
to a 20-25 bps increase in NIM. The benefit of loan re-pricing is expected to accrue over the next 6-12 
months. 

 YBL is experiencing traction on their retail lending portfolio which has more than doubled on a YoY 
basis. Lead contributors to retail growth come from auto loans, CV loans, loans against property and 
construction loans. 

 The management stated that YBL is experiencing healthy opportunities and has a constructive view on 
sectors like iron and steel, travel and tourism and telecom. Most of the incremental lending in these 
areas are AA or higher rated opportunities. Telecom sector is undergoing consolidation and throwing up 
opportunities. 

 The management guided for a 30-40% YoY growth in CASA deposits going forward. 

 RWA to Total Assets ratio has fallen to 80.2% adjusted for change in operational risk charge, which 
stood at 81.6% in the previous quarter and 86.7% in 1QFY18.  

 The management stated that the decline in CET-1 ratio was on account of increased capital charge for 
operational risk which is generally faced in the 1st quarter. 

 Components forming this quarter’s provisions were NPA provisions ~Rs.3800mn, Standard advances 
provision ~Rs.570mn, Forex revaluation provision ~Rs.360mn, Country risk provision ~Rs.213mn and 
Other provisions amounting to Rs.240mn. 

 The management stated that the ratio of working capital loans to term loans ranged 30/40:60/70. This 
ratio is similar for corporate loan book as well. 

 The management stated that it was an act of prudence on their part to sign the inter creditor agreement. 
RBI’s 12th February circular had taken away JLF platform and hence they believe this is a welcome 
move initiated under the aegis of IBA. On this front, YBL has low exposure to large systemic cases. 

 The management stated that the IBU book have had a good growth rate for 2 years and henceforth it’s 
growth will fall in line with the overall corporate loan growth.  

 Margins on IBU book are tax free and this book is also low on cost. Currently, margin on IBU book is a 
little less than 2%, which is approximately equal to it’s ROA and therefore, the book is ROA accretive as 
of now. 

 There is a one off gain coming from redemption amounting to Rs.700mn under the DCM head. 

 Gains due to portfolio shuffle led to a rise in non-interest income by ~Rs.1000mn. 

 The management stated that when they can no longer sweat a corporate exposure, they look at selling 
it down. Corporate cross-sell has better potential when the loan is at a young stage. 

 The management stated that ~85% of the corporate loan book is linked to MCLR. Rest is on base rate, 
which is less sensitive and is neutral to positive right now.  

 The management guided that the loan yields will get re-priced by 4 bps, 11 bps and 16 bps over the 
next 3 quarters. 

 YBL is currently achieving it’s 40% PSL requirement. 

 The management stated that they are not buying retail portfolios incrementally for the last 15 months 
and have run down legacy purchases. 

 The management is expecting a 30% growth in their total loan book on a YoY basis. RWA growth will 
lag this growth. 

 The management stated that they still have the SA rate lever in their hands and can reduce the SA rate 
if the loan growth slows to a certain specified extent.  
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 The management stated that to finance the speedy growth of their loan book, borrowings are more of a 
compulsion than design. IBU book is fully funded by borrowings. They believe CASA and retail deposits 
will catchup. YBL has had significant Tier 2 capital raises which they have been falling back upon. 

 Breakup of ~Rs400bn increase in borrowing QoQ: Rs120bn due to Tier 2 capital raise, Rs200bn due to 
IBU book and Rs.80bn due to refinancing from NABARD, SIDBI etc. YBL engages into very little money 
market borrowing. 

 The management is expecting that RBI will follow through with its proposed guideline that exposure 
limits will be driven by Tier 1 capital rather than total capital. 

 YBL purchased ~Rs.38bn worth of PSLC in this quarter. They carried Rs.50-60bn worth of PSLC as of 
March end.  

 The management stated that this quarter’s cost to income ratio is a slightly lower figure and going 
forward the trend rate will be closer to 39%. 

 The management guided for the branch count to rise by 10-15% per annum for foreseeable future. 

 The management stated they will take low risk on their non wholesale business till FY20. 

 Differential in SA and FD rates are going up. Retail customers will inch towards FD. Granular growth in 
FD has improved. 

 The management is aiming to enter the used car and used CV business when this segment will go 
through it’s cycle. They want to time the yield oriented strategy in this regard. 

 YBL is not holding any discretionary provisions at this point of time. 

 Rs.1310mn has been written-off as part of NCLT settlement.  

 About Rs.5bn i.e. 20-25% of the upgraded portion of divergent accounts is expected to be recovered 
over the next 6 months. 

 The management stated that there has been no movement in NPA that was divergent. 

 Average SA balance has increased from Rs.0.15mn-0.16mn to Rs.0.16mn-0.17mn on a YoY basis. 

 
 

Exhibit 1: Financial summary  

Y/E March (Rsmn) FY16 FY17 FY18 FY19E FY20E 

Net interest income 45,667 57,973 77,371 1,08,221 1,46,678 

Pre-provision profit 43,025 58,375 77,481 1,09,154 1,47,293 

PAT 25,394 33,301 42,246 60,121 81,687 

EPS (Rs) 12.1  15.1  18.4  26.1  34.1  

ABV (Rs) 64.2  91.9  106.1  129.0  170.9  

P/E (x) 30.6 24.5 20.1 14.2 10.8 

P/ABV (x) 5.8 4.0 3.5 2.9 2.2 

GNPAs (%) 0.8 1.5 1.3 1.4 1.4 

NNPAs (%) 0.3 0.8 0.6 0.5 0.4 

RoA (%) 1.7  1.8  1.6  1.6  1.7  

RoE (%) 19.9  18.6  17.7  21.2  21.8  

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 2: Break-up of deposits 

 (%) 1QFY19 1QFY18 4QFY18 YoY(%) QoQ (%) 

 Savings account  21.8 24.4 22.1 (255bps) (26bps) 

 Current account 13.3 12.4 14.4 91bps (108bps) 

 CASA 35.1 36.8 36.5 (164bps) (134bps) 

 Term deposits 64.9 63.2 63.5 164bps 134bps 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 3: Break-up of advances 

(%) 1QFY19 1QFY18 4QFY18 YoY QoQ  

Corporate banking 67.6 68.1        67.9  (50bps) (30bps) 

Retail banking 32.4 31.9        32.1  50bps 30bps 

- Business banking 8.7 9.9          9.7  (120bps) (100bps) 

- Micro and small enterprises 9.7 11.5        10.3  (180bps) (60bps) 

- Consumer banking 14.0 10.5        12.2  350bps 180bps 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 4: Actual performance versus our estimates 

(Rsmn) 1QFY19 1QFY18 4QFY18 YoY (%) QoQ (%) 1QFY19
E 

Devi. (%) 

Net interest income 22,191 18,089 21,542 23 3 23,215 (4) 

Pre-provision profit 24,547 17,042 21,354 44 15 23,011 7 

PAT 12,604 9,655 11,794 31 7 12,292 3 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 5: Change in our estimates 

  Revised estimate Earlier estimate % Revision 

  FY19E FY20E FY19E FY20E FY19E FY20E 

Net interest income (Rsmn) 108,221 146,678 109,245 141,412 (0.9) 3.7 

NIM (%) 3.2 3.2 3.3 3.3 (15bps) (3bps) 

Operating profit (Rsmn) 109,154 147,293 108,973 139,252 0.2 5.8 

Profit after tax (Rsmn) 60,121 81,687 58,296 76,256 3.1 7.1 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 6: One-year forward P/BV 

  
Source: Company, Nirmal Bang Institutional Equities Research 
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Financials 

Exhibit 1:  Exhibit 7: Income statement 

Y/E March (Rsmn) FY16 FY17 FY18 FY19E FY20E 

Interest income 1,35,334 1,64,246 2,02,674 2,97,764 4,01,800 

Interest expenses 89,667 1,06,273 1,25,304 1,89,543 2,55,122 

Net interest income 45,667 57,973 77,371 1,08,221 1,46,678 

Fee income 24,592 31,400 41,380 61,060 81,922 

Other income 2,530 10,168 10,859 12,364 17,278 

Net revenues 72,789 99,540 1,29,609 1,81,644 2,45,879 

Operating expenses 29,764 41,165 52,128 72,490 98,586 

-Employee expenses 12,968 18,050 21,889 25,596 29,771 

-Other expenses 16,796 23,115 30,239 46,894 68,815 

Pre-provision profit 43,025 58,375 77,481 1,09,154 1,47,293 

Provisions 5,363 7,934 15,538 18,062 23,525 

-Loan-loss provision 5,361 7,466 12,476 18,062 23,525 

-Provisions for investment 25 522 2,599 - - 

-Other provisions (23) (54) 463 - - 

PBT 37,662 50,441 61,943 91,092 1,23,768 

Taxes 12,268 17,140 19,697 30,971 42,081 

PAT 25,394 33,301 42,246 60,121 81,687 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 2:  Exhibit 9: Balance sheet 

Y/E March (Rsmn) FY16 FY17 FY18 FY19E FY20E 

Equity capital 4,205 4,565 4,606 4,606 4,974 

Reserves & surplus 1,33,660 2,15,975 2,52,977 3,05,614 4,35,920 

Shareholders’ funds 1,37,865 2,20,540 2,57,583 3,10,220 4,40,894 

Deposits 11,17,195 14,28,738 20,07,381 28,21,517 36,76,359 

-Current deposits 1,09,251 1,90,878 2,88,257 4,23,228 5,51,454 

-Saving deposits 2,04,177 3,27,818 4,43,505 6,63,056 9,19,090 

-Term deposit 8,03,768 9,10,042 12,75,620 17,35,233 22,05,815 

Borrowings 3,16,590 3,86,067 7,48,936 10,42,156 12,16,663 

Other liabilities 80,983 1,15,254 1,10,556 1,56,400 2,03,046 

Total liabilities 16,52,634 21,50,599 31,24,456 43,30,293 55,36,962 

Cash/equivalent 82,184 1,95,494 2,47,344 3,41,937 4,44,518 

Advances 9,82,099 13,22,627 20,35,339 28,49,474 37,04,316 

Investments 4,88,385 5,00,318 6,83,989 9,64,487 11,95,294 

Fixed assets 4,707 6,835 8,324 9,989 11,986 

Other assets 95,259 1,25,325 1,49,460 1,64,406 1,80,847 

Total assets 16,52,634 21,50,599 31,24,456 43,30,293 55,36,962 

Source: Company, Nirmal Bang Institutional Equities Research  

Exhibit 3:  Exhibit 8: Key ratios 

Y/E March FY16 FY17 FY18 FY19E FY20E 

Growth (%)           

NII growth 30.9 26.9 33.5 39.9 35.5 

Pre-provision profit growth 32.4 35.7 32.7 40.9 34.9 

PAT growth 26.6 31.1 26.9 42.3 35.9 

Business (%)           

Deposit growth 22.5 27.9 40.5 40.6 30.3 

Advance growth 30.0 34.7 53.9 40.0 30.0 

Business growth 25.9 31.1 46.9 40.3 30.1 

CD 87.9 92.6 101.4 101.0 100.8 

CASA 28.1 36.3 36.5 38.5 40.0 

Operating efficiency (%)           

Cost-to-income 40.9 41.4 40.2 39.9 40.1 

Cost-to-assets 2.0 2.2 2.0 1.9 2.0 

Productivity (Rsmn)           

Business per branch 2,441.0 2,751.4 3,675.2 4,826.4 5,904.5 

Business per employee 140.0 136.7 221.7 292.5 360.0 

Profit per branch 29.5 33.3 38.4 51.2 65.3 

Profit per employee 1.7 1.7 2.3 3.1 4.0 

Spread (%)           

Yield on advances 11.2 10.6 9.2 9.3 9.4 

Yield on investments 7.6 7.7 6.9 7.4 7.5 

Cost of deposits 7.1 6.4 5.5 5.6 5.8 

Yield on assets 10.0 9.6 8.5 8.7 8.8 

Cost of funds 6.9 6.5 5.5 5.7 5.8 

NIM 3.4 3.4 3.2 3.2 3.2 

Capital adequacy (%)      

Tier I 10.7 13.3 13.2 12.2 13.4 

Tier II 5.8 3.7 5.2 4.3 3.3 

Total CAR 16.5 17.0 18.4 16.5 16.7 

Asset quality (%)           

Gross NPAs 0.8 1.5 1.3 1.4 1.4 

Net NPAs 0.3 0.8 0.6 0.5 0.4 

Specific provision coverage 61.8 46.5 49.7 66.8 69.7 

Slippage 1.0 2.3 4.9 1.2 1.2 

Credit cost 0.6 0.6 0.7 0.7 0.7 

Return (%)           

RoE 19.9 18.6 17.7 21.2 21.8 

RoA 1.7 1.8 1.6 1.6 1.7 

RoRWA 2.1 2.1 1.9 2.0 2.1 

Per share           

EPS 12.1 15.1 18.4 26.1 34.1 

BV 65.6 96.6 111.8 134.7 177.3 

ABV 64.2 91.9 106.1 129.0 170.9 

Valuation (x)           

P/E 30.6 24.5 20.1 14.2 10.8 

P/BV 5.6 3.8 3.3 2.7 2.1 

P/ABV 5.8 4.0 3.5 2.9 2.2 

Source: Company, Nirmal Bang Institutional Equities Research 
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Rating track  

Date Rating Market  price (Rs) Target  price (Rs) 

19 June 2017 Buy 286 362 

27 July 2017 Buy 344 420 

27 October 2017 Buy 331 429 

19 January 2018 Buy 341 435 

27 April 2018 Buy 352 439 

27 July 2018 Buy 370 461 

 

Rating track graph 
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DISCLOSURES 
 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private 
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having 
Registration no. INH000001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited 
and BSE Limited in cash and derivatives segments.  
 
NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at 
times, have different or contrary views on stocks and markets. 
 
NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / 
dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the 
subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of 
publication of the research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold 
beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of 
publication of this research report. 
 
NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of 
securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received 
any compensation or other benefits from the company covered by Analyst or third party in connection with the research 
report. Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been 
engaged in market making activity of the subject company. 
 
Analyst Certification: I, Shivaji Thapliyal, the research analyst is the author of this report, hereby certifies that the views 
expressed in this research report accurately reflects my personal views about the subject securities, issuers, products, 
sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or 
indirectly related to the inclusion of specific recommendations or views in this research. The analyst principally responsible 
for the preparation of this research report and has taken reasonable care to achieve and maintain independence and 
objectivity in making any recommendations. 
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL 
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to 
engage in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, 
financial situation and particular needs of the reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any 
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients 
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in 
a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would 
subject NBEPL & its group companies to registration or licensing requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. 
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent 
error in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of 
any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular 
purpose, and non-infringement. The recipients of this report should rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making 
modifications and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent 
recommendations to its clients, and would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether 
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities 
trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the 
additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may 
adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the 
employees of NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or 
further communication in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be 
liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in 
connection with the use of the information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com   

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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