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Banks & Finance Sharekhan code: SBIN Result UpdatePowered by the Sharekhan 3R Research Philosophy

State Bank of India
A bright quarter performance

Company details

Market cap: Rs. 3,57,966 cr

52-week high/low: Rs. 426/150

NSE volume:  
(No of shares)

547.3 lakh

BSE code: 500112

NSE code: SBIN

Free float:  
(No of shares)

384.5 cr

Shareholding (%)

Promoters 57.6

FII 9.9

DII 23.3

Others 9.2

Price performance

(%) 1m 3m 6m 12m

Absolute 21.7 0.4 68.0 165.8

Relative to 
Sensex

15.7 1.1 53.3 101.1

Sharekhan Research, Bloomberg

Reco/View Change

Reco: Buy 

CMP: Rs. 401  

Price Target: Rs. 520 á

á Upgrade  Maintain â Downgrade

Price chart

+ Positive = Neutral - Negative

3R MATRIX + = -

Right Sector (RS) ü

Right Quality (RQ) ü

Right Valuation (RV) ü

What has changed in 3R MATRIX

Old New

RS 

RQ 
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State Bank of India (SBI) posted strong Q4FY2021 results, with largely in line with expectations 
operational numbers and improved asset quality as compared sequentially on proforma 
position, which underlines its strong underwriting and recovery capabilities, and the well-
maintained asset-quality trend continues. Net interest income (NII) of Rs. 27,067 crore grew 
by healthy 19% y-o-y and was marginally below expectations. However, strong non-interest 
income of Rs. 16,225 crore posted 21.6% y-o-y and 75% q-o-q growth, which resulted in 
preprovision operating profit (PPOP) of Rs. 19,700 crore, up 25.2% y-o-y and 14% q-o-q, coming 
better than expectations. PAT came at Rs. 6,451 crore, was up 80% y-o-y and up 25.6% y-o-y, 
in-line with expectations. Asset quality improved on a sequential basis, with GNPA/NNPA 
at 4.98%/1.5% as compared to 5.44%/1.9% as of Q3FY2021 (on proforma basis). Provision 
coverage ratio (PCR) has also improved to healthy 87.8%  as compared to 83.6% in FY2020. 
Credit growth was tepid at 5.67% y-o-y, mainly driven by retail (personal) advances (16.47% 
y-o-y), SME (4.2% y-o-y), and corporate advances (3.9% y-o-y). Home loan, which constitutes 
23% of the bank’s domestic advances, has grown by 10.5% y-o-y. However, more than the 
operational part, it was the asset-quality performance that was a positive surprise. Despite 
being a year impacted by the pandemic, slippages ratio for FY2021 has declined to 1.18% from 
2.16% as at the end of FY2020. Moreover, credit cost at the end of FY2021 has declined by 75 
bps y-o-y to 1.12%, which indicates strong asset-quality performance of the bank. SBI’s retail 
asset quality has been robust (<50 bps credit costs) over the past decade, and with the end of 
the corporate credit cycle, SBI’s asset quality is finally emerging from the shadows to deliver 
better asset quality outcomes and is now comparable with even private banks. We have fine-
tuned our earnings and see SBI’s strong performance, strong balance sheet, market-share 
gainers can be drivers for re-rating of the stock. We maintain Buy with a revised SOTP-based 
price target (PT) of Rs. 520.

Key positives

 � Strong asset-quality performance, with total slippages and restructuring for FY2021, is well 
contained at Rs. 46,416 crore, which is 2.1% of total domestic advances. 

 � Strong retail deposit traction with CASA ratio at 46.10% (improving from 45% in Q3FY2021). 
This is despite the bank paring deposit SA rates over the past few years. This indicates the 
franchise value and strength of the bank.

Key negatives

 � Tepid credit growth continues with domestic advances growing by 5.67% y-o-y in FY2021, 
despite healthy 14% y-o-y deposits growth.

Our Call

Valuation – SBI currently trades at 1.7x/1.4x its FY2022E/FY2023E ABVPS, which we believe are 
attractive considering the value of the franchise (along with its subsidiaries). We find SBI better 
placed (with respect to asset quality, capitalisation, and underwriting strength, among others) 
and unique business strengths (being the largest bank in India). We expect NII and profitability to 
reflate in the next 2-3 years, helped by higher margins. We expect ROEs of 12%-14% by FY2022E/
FY2023E, helped by better profitability. We believe SBI presents a value opportunity as it 
benefits from turning of the benign corporate credit cycle, expected to gain market share, and 
improving ROAs of ~80 bps. In addition, SBI’s stronger deposit franchise, downside support from 
subsidiaries, and low risk of dilution (as compared to PSU bank peers) provide further support to 
valuations. We have fine-tuned our earnings and see SBI’s strong performance, strong balance 
sheet, and market-share gains can be drivers for re-rating of the stock. We have fine-tuned our 
estimates and the target multiple. We maintain Buy on the stock with a revised SOTP-based PT 
of Rs. 520.

Key risk

Slower-than-expected or delayed recovery in India’s economic growth (due to the ongoing 
pandemic) also a credit risk of higher slippages in the MSME etc. segment may impact earnings 
and book value.

Summary

 � State Bank of India’s (SBI) results were strong for Q4FY2021, with largely in line with 
expectations operational numbers and improved q-o-q asset quality as compared to 
proforma position. 

 � Strong asset-quality performance. Asset quality improved on a sequential basis, with 
GNPA/NNPA % at 4.98%/1.5% as compared to 5.44%/1.9% as of Q3FY2021 (on proforma 
basis).

 � Asset quality is finally emerging from the shadows; we believe a strong balance sheet and 
market share gains can drive re-rating of the stock. The stock trades at attractive valuation 
of 1.7x/1.4x its FY2022E/FY2023E ABVPS. 

 � We maintain Buy with a revised SOTP-based PT of Rs. 520.

Valuation Rs cr

Particulars FY19 FY20 FY21 FY22E FY23E

Net interest income (Rs cr)      88,349      98,085    1,10,710    1,27,624    1,47,471 

Net profit (Rs cr)           862      14,488      20,410      32,996      40,484 

EPS (Rs)            1.0          16.2          26.4          37.0          45.4 

PE (x)        415.1          24.7          15.2          10.8            8.8 

Adj. book value        139.4        178.8        180.9        229.4        287.5 

P/ABV (x)            2.9            2.2            2.2            1.7            1.4 

RoE (%)            0.4            6.4            9.8          12.4          13.7 

RoA (%)            0.0            0.4            0.6            0.7            0.8 

Source: Company; Sharekhan estimates
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Key Concall Highlights

 � Collection efficiency: The 95%-96% collection efficiency in April 2021 and May would be similar. There 

was 20 bps more on CE in March 2021. The bank indicated that CE generally comes with a lag between 

the event and CE. So far, the second wave of the pandemic is not shown in the same. 

 � Express credit book is Rs. 1.9 trillion. Focus is mostly to government salaried account customers to 50% 

and 50% to corporate salaried accounts. Currently, 36% growth y-o-y is likely to moderate to ~30% due 

to higher base. 

 � Employee expenses: Pension has grown by 2.5% due to interest rate and acturial assumption change. 

Salary has increased by 10.25%. Q4 has also paid arrears, so some there is some spill over. Going forward, 

the increase in salary bill will be ~Rs. 1,500 crore per quarter.

 � Overhead Expense: Major jump due to GICGC premium insurance component on the insurance on 

deposits.  

 � Cost to Income: Would like to keep it below 50% and expect some levers to emerge in the next few 

quarters, which will help it bring down. For the full year, higher deposit charges were seen in half-year 

basis, in September and now in Q4FY2021.

 � Slippage: The 0.4% slippage is very good even in the pandemic year due to better underwriting and efforts 

to recover. Going forward, efforts will continue. Aggregate slippages have come down in Q4FY2021.

 � ROE: Long-term guidance of ~15% ROE. The bank will achieve by having focus on income generation. 

Going forward, in 6-8 months, the bank will see lower cost levers helping profitability. 

 � Cost of Deposits: Deposit rates have already bottomed out in the bank’s view. SBI will like to maintain 

deposit rates at these levels for now. Already brought down the rates. 

 � SMA 1 and 2 numbers are contained and due to closer follow up by the bank. 

 � Capital Adequacy: Current capital and future profits will be sufficient for the long term.

 � Corporate NNPLs: Net NPL in corporate book is down to around Rs. 8,000+ crore. For FY2022E, most of 

the provision cost will be coming from MSME and agriculture book. 

 � Recovery: Due to the metals rally, the bank is seeing improved recovery potential and would like to make 

full use of the improved situation. 

 � COVID-19 update: Already done 1 lakh plus employee vaccination and done adequate arrangement for 

employees in terms of arranging hospital beds etc. 

 � Listing of subsidiaries: Plans for listing of subsidiaries is there, but it will depend on the situation in capital 

markets. 

 � Restructuring: It is too early to guide on restructuring, as the situation is not clear till now. The bank has 

done Rs. 17,800 crore in SME in FY2021. How the Corporate and SME will react is not known. Already put 

in place a structure and will reach out to eligible borrowers and would begin soon. 

 � RBI fines: RBI had imposed a fine to SBI. The bank explained the fines were related to the bank, giving 

commission to employees. SBI gets corporate commission from JVs etc. and it is used to incentivise 

employees. These were pertaining to this issue, that the regulator had imposed fines. The bank has taken 

requisite corrective steps in this regard.

 � ECLGS loan book: Around Rs. 25,000 crore under ECLGS, which have created been in FY2021. ECL 

repayment has not begun and will start around June. 
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Q4FY21 RESULTS REVIEW Rs cr

Particulars Q4FY21 Q4FY20 YoY (%) Q3FY21 QoQ (%)

Interest earned 65,102 62,681 3.9 66,735 -2.4

Interest expended 38,035 39,914 -4.7 37,915 0.3

Net interest income 27,067 22,767 18.9 28,820 -6.1

Non-interest income 16,225 13,346 21.6 9,246 75.5

Net total Income 43,292 36,113 19.9 38,066 13.7

Operating expenses 23,592 20,379 15.8 20,795 13.5

Pre-provisioning profit 19,700 15,734 25.2 17,271 14.1

Provisions 11,051 13,495 -18.1 10,342 6.9

Profit before tax 8,649 4,970 74.0 6,929 24.8

Tax 2,198 1,389 58.2 1,795 22.5

Profit after tax 6,451 3,581 80.1 5,134 25.6

 Gross NPA%                  4.98                6.15 -117 bps                4.77 21 bps

 Net NPA (%)                  1.50                2.23 -73 bps                1.23 27 bps

Source: Company; Sharekhan Research

 � Additional COVID-19 provisions kept to meet contingencies that may arise in the medium term due to 

COVID second wave. 

 � Current account gains were due to the bank’s efforts such as strengthened Cash Management services 

(CMS) etc., which resulted in better traction in current account deposits. 

 � Rural slippage: Non-renewal of crop loans, resulted in higher slippages. Moreover, most of the slippages 

were in the H1 compared to H2FY2021. Going forward due to the second wave of COVID, there may be 

some slippages in H1 FY2022E. Rs. 1 lakh crore is to agri, where there may be higher risk. Rest around Rs. 

60,000 crore is in agri gold loans, which are better placed. 



May 21, 2021 5

S
to

ck
 U

p
d

a
te

S
to

ck
 U

p
d

a
te

Powered by the Sharekhan
3R Research Philosophy

Outlook and Valuation

n Sector View – Credit growth yet to pick up; Strong banks to gain

System-level credit offtake, which is still subdued, is now improving, with credit growth of ~6% of late, though 
it is still tepid as compared to earlier years and compared to nominal GDP growth. While credit growth 
remains sluggish, there was strong deposit momentum and healthy deposits growth indicates strength of the 
economy. Moreover, the RBI’s accommodative stance, resulting in surplus liquidity, provides succour in terms 
of easy availability of funds and lower cost of funds for banks and financial services companies. The end 
of the loan moratorium is a relief. Going forward, CE is likely to be a function of book quality, client profile, 
as well as economic pick-up. At present, we believe the banking sector is likely to see increased risk-off 
behaviour, with tactical market share gains only for well-placed players. While recent supportive regulatory 
measures and the gradual return to normalised business traction will be positive for BFSI companies, we 
expect capital-constrained PSU banks, which are still burdened with legacy NPAs, to take longer to recover; 
and hence, well-capitalised banks are well placed to gain market share.

n Company Outlook – Attractive player with strong fundamentals

SBI is an attractive play on gradual recovery in the Indian economy, with healthy PCR of 87+% (with AUCA), 
robust capitalisation (Tier 1 of ~11.4%), strong liability franchise, and improved core operating profitability. Q4 
results indicate that business strength and the last few years’ efforts on cleaning up the books have resulted in 
reduced slippages and supporting margins. Management commentary has exuded confidence about NIMs and 
asset-quality performance going forward; and a healthy provisioning cover on the balance sheet is a comfort 
factor. Management reiterated that it is well provided for the legacy book of large stressed exposures; and going 
forward, the impact of residual provisions is likely to be manageable. SBI’s status as the market maker in terms of 
domestic interest rates places it at an advantage to other PSU bank peers, providing a cushion to margins and its 
strong growth in mortgages and deposits book, which is proof to its market strength. SBI’s pole position in terms 
of liability franchise and an enviable reach and business strength make it well placed to ride over medium-term 
challenges.

n Valuation – Maintain Buy with a revised PT of Rs. 520

SBI currently trades at 1.7x/1.4x its FY2022E/FY2023E ABVPS, which we believe are attractive considering 
the value of the franchise (along with its subsidiaries). We find SBI better placed (with respect to asset quality, 
capitalisation, and underwriting strength, among others) and unique business strengths (being the largest bank in 
India). We expect NII and profitability to reflate in the next 2-3 years, helped by higher margins. We expect ROEs 
of 12%-14% by FY2022E/FY2023E, helped by better profitability. We believe SBI presents a value opportunity as 
it benefits from turning of the benign corporate credit cycle, expected to gain market share, and improving ROAs 
of ~80 bps. In addition, SBI’s stronger deposit franchise, downside support from subsidiaries, and low risk of 
dilution (as compared to PSU bank peers) provide further support to valuations. We have fine-tuned our earnings 
and see SBI’s strong performance, strong balance sheet, and market-share gains can be drivers for re-rating of 
the stock. We have fine-tuned our estimates and the target multiple. We maintain Buy on the stock with a revised 
SOTP-based PT of Rs. 520.

SOTP Valuation

SBI Bank SOTP
Holding 

(%)
Valuation Methodology

Value per 
share

Contribution 
to TP (%)

SBI Bank - Parent 100% 1.2x FY2023E ABPVS  386 74%

Subsidiaries     

Life Insurance Subsidiary 55.5% Market Cap post 20% Holdco Discount  48 9%

Cards Subsidiary 69.4% Market Cap post 20% Holdco Discount  62 12%

AMC Subsidiary 63.0% 5% of AUM as on Dec 2020; 20% Holdco discount  13 2%

Others    10 2%

 SOTP based Price Target 520  

Source: Company; Sharekhan Research
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One-year forward P/E (x) band

Source: Sharekhan Research 

Peer valuation 

Particulars
CMP (Rs 
/ Share)

P/BV(x) P/E(x) RoA (%) RoE (%)

FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E

State Bank of India 401  1.4  1.3  10.9  8.9 0.7 0.8 12.4 13.6

HDFC Bank 1497  3.6  3.1  21.0  18.8 2.0 1.9 18.2 17.8

Axis Bank 730  2.0  1.9  21.9  20.5 0.8 0.7 9.5 9.4

ICICI Bank 642  2.7  2.4  21.8  17.6  1.3  1.4  12.7  14.0 
Source: Company, Sharekhan Research 
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About company

SBI is the largest public sector bank in terms of assets, deposits, branches, number of customers, and 
employees having pan-India presence. The bank has been designated by the RBI as a Domestic Systemically 
Important Bank (D-SIB), which means that its continued functioning is critical for the economy. The bank is well 
capitalised compared to most PSU banks. The bank is well placed to gain market share as well as key clients 
by virtue of lesser competitive pressures. SBI is well placed to secure growth capital from the government, 
not only by virtue of being the largest bank, but also with operating parameters that have improved greatly 
as compared to peers.

Investment theme

SBI enjoys a dominant position and market share in the Indian banking space, which we expect to be 
maintained in the foreseeable future as well, by virtue of its deep penetration and superior systems. SBI has a 
strong presence in both retail liabilities as well as retail asset-side along with its corporate relationships (due 
to size, history, and market knowledge), which are key differentiators for it. Moreover, due to its size, SBI is the 
market maker for interest rates, which not only puts it in a dominant position, but also allows it with margin 
cushion. SBI has the largest customer base in the country by virtue of its largest and pan-India network, which 
enables it to be the banker of preference across India and allows it to explore cross-sell opportunities. The 
bank’s subsidiaries are strong players in their respective fields and provide further valuation support to the 
parent bank.

 
Key Risks

Slower-than-expected or delayed recovery in India’s economic growth (due to the ongoing pandemic) also a 
credit risk of higher slippages in the MSME etc. segment may impact earnings and book value.

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Additional Data

Key management personnel 

Shri Dinesh Kumar Khara Chairman

Shri Challa Sreenivasulu Setty Managing Director

Shri Dhananjaya Tambe Deputy MD/CIO

Shri Swaminathan Janakiraman MD

Shri Ashwani Bhatia MD
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 HDFC Asset Management Co Ltd 2.96

2 SBI Funds Management Pvt Ltd 2.09

3 Nippon Life India Asset Management Co Ltd 1.48

4 ICICI PRUDENTIAL ASSET MGMT CO 1.47

5 Kotak Mahindra Asset Management Co 0.88

6 BlackRock Inc 0.63

7 Mirae Asset Global Investments Co Ltd 0.62

8 UTI Asset Management Co Ltd 0.61

9 Norges Bank 0.59

10 Franklin Resources Inc 0.58
Source: Bloomberg



Understanding the Sharekhan 3R Matrix

Right Sector

Positive Strong industry fundamentals (favorable demand-supply scenario, consistent 

industry growth), increasing investments, higher entry barrier, and favorable 

government policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 

investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse 

government policies affecting the business fundamentals and global challenges 

(currency headwinds and unfavorable policies implemented by global industrial 

institutions) and any significant increase in commodity prices affecting profitability.

Right Quality

Positive Sector leader, Strong management bandwidth, Strong financial track-record, 

Healthy Balance sheet/cash flows, differentiated product/service portfolio and 

Good corporate governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as 

natural calamities resulting in near term uncertainty, Company specific events 

such as factory shutdown, lack of positive triggers/events in near term, raw 

material price movement turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of 

key management personal, questionable corporate governance, high commodity 

prices/weak realisation environment resulting in margin pressure and detoriating 

balance sheet

Right Valuation

Positive Strong earnings growth expectation and improving return ratios but valuations 

are trading at discount to industry leaders/historical average multiples, Expansion 

in valuation multiple due to expected outperformance amongst its peers and 

Industry up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 

valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of 

roadblocks such as corporate governance issue, adverse government policies 

and bleak global macro environment etc warranting for lower than historical 

valuation multiple.
Source: Sharekhan Research 
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