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POWERING YOUR FINANCIAL GROWTH Aty ey

Strong on all counts

Yes Bank's earnings were in-line with estimates with PAT of Rs11.8bn (PLe:11.7bn)

April 26, 2018 . PP
pri on back of strong NIl growth, contained opex and lower provisioning. Strong loan

R Sreesankar growth of 54% YoY led by corporate & retail was a surprise, as bank increased its 3
rsreesankar@plindia.com / +91-22-66322214 share amongst large & well rated corporate, but the loan growth was at the cost of %
Pritesh Bumb yields leading to pressure on margins. Asset quality improved on the back of sale of %
priteshbumb@plindia.com / +91-22-66322232 assets to ARC and recoveries from the AQR NPAs. We believe, bank will continue to =]
Shweta Daptardar grow in corporate segment while seeing improved traction in retail with margin g
shwetadaptardar@plindia.com / +91-22-66322245  pressure only in near term. We expect the bank to bank to deliver earnings of 27- g
Vidhi Shah 28% CAGR over FY19-FY20, with limited asset quality issues. We maintain BUY with .72
vidhishah@plindia.com / +91-22-66322258 revised TP of Rs438 (up from Rs415) based on 2.9x Mar-20 ABYV (rolled from Sep-19 a
- ABV) and remains as one of our preferred pick. >
Rating BUY L
Price Rs352 M Strong NIl and controlled opex helps PPOP: Operating performance was led by =¥
Target Price Rs438 strong NIl growth of 31% YoY on the back of strong loan book growth. Also, opex o
Implied Upside 24.4% was under control mainly from staff expenses which helped core PPOP growth
Sensex 34714 of 34% YoY. Overall fees were slower on high base in some retail segments and
Nifty 10618 slower corporate fees. Overall margins came off by 10bps QoQ to 3.4% but bank
! confident of moving towards 4.0% NIMs by FY20 on tailwinds from CASA growth
(Prices as on April 26, 2018) and with further room for manoeuvring in the SA rate.
B Strong business growth: Loan book grew by 54% YoY & 18% QoQ mainly from
Trading data corporate which grew 54% YoY and has 68% mix in loan book, while core retail
Market Cap. (Rs bn) 810.8 assets doubled from last year and mix improved to 12.2% from 11.8% qoq.
Shares o/s (m) 2,303.0 Within corporates, incremental of loan growth has been towards A rated and
3M Avg. Daily value (Rs m) 4390.5 above with some opportunities from resolution related bids and also improving
Major shareholders penetration in other corporates as well. Within retail, all segments continued to
Promoters 20.01% grow with Home & vehicle loans dominating.
Foreign 4262%  m  Asset quality largely stable: GNPA/NNPAs ratio came off by 40/30bps QoQ to
Domestic Inst. 24.79% 1.3%/0.6% on sale to ARC of Rs5.8bn and recoveries from the earlier slippages,
Public & Other 12.58% while overall slippages were lower at Rs3.8bn. Overall stressed assets incl. SRs &
Stock Performance RBI dispensations were down to 1.73% of assets v/s 2.41% in Q3FY18. Also
(%) m 6M 12mM stress from revised guidelines is minimal for now keeping credit cost in range of
Absolute 16.2 6.1 114 50-70bps (we factor in 60bps of CC) which will keep asset quality stable.
Relative 112 14 (3-8)  Key financials ( Y/e March) 2017 2018 2019E 2020E
How we differ from Consensus Net interest income 57,973 77,371 99,385 128,629
EPS (Rs) PL Cons. % Diff. Growth (%) 26.9 335 285 29.4
2019 23.7 23.2 2.3 Qperating profit 58,375 77,481 98,808 124,424
2020 30.2 23.7 14 par 33,301 42,245 54,600 69,462
EPS (Rs) 15.2 18.4 23.7 30.2
Price Performance (RIC: YESB.BO, BB: YES IN) Growth (%) 25.3 21.3 28.7 27.2
Net DPS (Rs) 2.3 2.7 4.0 5.0
(Rs)
400 A
350 - '\NMW Profitability & Valuation 2017 2018 2019E 2020E
;‘5’8 ] NIM (%) 3.05 2.93 2.86 3.02
200 - ROAE (%) 18.6 17.7 19.5 211
150 - ROAA (%) 1.75 1.60 1.57 1.63
128 I P/BV (x) 3.6 3.1 2.7 2.3
0 R P/ ABV (x) 3.8 33 2.8 23
5 5 5 5 5 3 093 PE (x) 23.2 19.1 14.8 11.7
2 5 2 8 &8 ¢ 2 Net dividend yield (%) 0.7 0.8 1.1 1.4

Source: Bloomberg Source: Company Data; PL Research
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Exhibit 1: Strong operating performance

YES Bank

P&L (Rs million) Q4FY18 Q4FY17 YoY chg. Q3FY18 QoQ chg.
NIl growth remained strong on back of Interest Income 57,430 43,490 32.1 50,703 13.3
strong loan growth despite NIM pressure Interest Expense 35,887 27,093 32,5 31,815 12.8
Net interest income (NII) 21,542 16,397 31.4 18,888 14.1
Fee income wais slightly slower from fx and Other income 14,210 12,574 13.0 14,223 (0.1)
some segments of retail like TPP, branch Total income 35,752 28,971 23.4 33,111 8.0
banking on high base Operating expenses 14,398 12,061 194 13,093 10.0
-Staff expenses 5,467 4,968 10.0 5,334 2.5
Staff cost was withheld keeping overall -Other expenses 8,931 7,093 25.9 7,759 15.1
expenses under control Operating profit 21,354 16,910 26.3 20,018 6.7
Core operating profit 21,354 14,586 46.4 17,590 21.4
Total provisions 3,996 3,097 29.0 4,213 (5.1)
Profit before tax 17,358 13,813 25.7 15,805 9.8
Tax 5,564 4,671 19.1 5,036 10.5
Profit after tax 11,794 9,141 29.0 10,769 9.5
Balance Sheet
Strong loan growth across segments and Deposits 20,07,382 14,28,739 405 17,17,314 16.9
especially in corporate and retail book  pgyances 20,35,339  13,22,627 53.9 17,15,149 18.7
Profitability ratios
Yield on Advances 9.9 10.7 (80) 9.8 10
Margin saw decline on back of yield Cost of Deposits 6.0 6.3 (30) 6.0 R
pressure as loan mix remained skewed NIM 3.4 3.6 (20) 3.5 (10)
towards corporate g\ 16 1.8 (20) 1.7 (10)
RoAE 18.8 21.8 (300) 18.0 80
Asset Quality
Gross NPL (Rs m) 26,268 20,186 30.1 29,743 (11.7)
Asset quality improved on lower slippages o1 (Rs m) 13,128 10,723 224 15951 (17.7)
and better recoveries from the AQR led Gross NPL ratio 15 05 (24) T (44)
NPAs, also helping improve PCR
Net NPL ratio 0.6 0.8 (17) 0.9 (29)
Coverage ratio 50.0 46.9 315 46.4 365
Business & Other Ratios
Bank continued to hold its CASA ratio CASA mix 363 363 20 38.0 (150)
Cost-income ratio 40.3 41.6 (136) 39.5 73
Non int. inc / total income 39.7 43.4 (366) 43.0 (321)
Credit deposit ratio 101.4 92.6 882 99.9 152
CAR 18.4 17.0 140 19.5 (110)
Tier-| 13.2 133 (10) 14.7 (150)
Source: Company Data, PL Research
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YES Bank

Q4FY18 Concall Highlights:

Balance Sheet outlook:

Advances - Strong growth in loan book of 54% YoY led by corporate & retail.
Outlook: Grow loan book at 30% in FY19 & FY20 as well. Govt spending &
economic improvement has happened and also opportunities from NCLT based
recoveries is helping to grow with large corporates, focus on SME and retail
penetration improving.

Have completed three years in the large bank phase started in April 2015 and
have two more years to continue in the growing large corporate book. 80% of
corporate exposure remains rated A & Above.

Have $2.8bn exposure from the IBU with Rs $2.2bn to Indian corporates having
foreign subs and catering to NRIs domiciled outside India but having assets in
India.

Liabilities — CASA growth continued to be robust and was led by strong CA
growth. Outlook: Bank targets CASA ratio to be 40% by FY19 with +40% growth
targeted in FY19 and also focus on growing the retail granular deposits which
was difficult in FY18.

Margins:

Margins were slightly under pressure given the sacrifice in yields on opportunity
in the corporate lending. Outlook: Margins could be stable/under pressure for
1-2 quarters but is on track to reach 4% NIM by FY20 on back of CASA
improvement and SA rate.

Fees:

Corporate fees were strong on robust growth, while some part of retail fees
were slower on high base last year but should start contributing on fees in FY19.

Asset quality:

Slippages and Recoveries — Bank witnessed gross slippages of Rs3.8bn of which
Rs2.9bn from corporate & Rs600mn from retail & SME and Rs290 on failed SDR.
Sold Rs5.8bn of loan assets to ARC with SR value of Rs1.79bn (36% of sale value)
which were from H2FY18 NPAs. Also recovered Rs552mn in SRs and expects 30-
40% of SRs of Rs18.8bn to be recovered in next 12 months.

Credit Cost — Bank reported was 13bps in Q4FY18 (52bps annualized) and 76bps
in FY18, within guidance. Outlook: Bank maintained guidance of 50-70bps in
FY19 and bank targets to take PCR to 60% by H2FY19 exit.

Impact of RBI’s revised guidelines — Bank’s exposure towards delay in
implementation of resolution plan and trigger to NCLT has Rs2.8bn exposure in
Rs20-50bn category of borrower exposure, but has no exposure in higher or
lower categories.

April 26, 2018



m YES Bank

Capital Efficiency:

B Risk weighted assets grew by 37.0% YoY v/s loans book growth of 54% YoY
leading to better capital efficiency.

Exhibit 2: Extremely strong loan growth across segments
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Source Company Data, PL Research

Exhibit 3: Segmental Mix of Loans

Advances Break-up Q4FY18 Q4FY17  YoYchg. Q3FY18 QoQ chg.

Bank has been capture better and best Corporate Banking 13,81,995 8,95,418 54.3 11,61,156 19.0
rated corporates and continued to double Commercial Banking 6,53,344  4,27,208 52.9  5,53,993 17.9
its retail loan book Branch Banking 1,97,428 1,38,876 42.2 1,69,800 16.3

Retail 2,48,311 1,25,650 97.6 2,02,388 22.7

MSE 2,09,640 1,62,683 28.9  1,81,806 15.3

Total 20,35,339 13,22,627 53.9 17,15,149 18.7

Source: Company Data, PL Research

Exhibit 4: Corporate and Core retail book mix improves

| M Corp & Insti Banking Biz Banking Retail m MSE |

Corporate mix continued to be in-line with

trends but retail mix has been slowly

seeing mix improvement adding 400bps 7.2% 9.5% 10.8% 9.4% 86% 86% 95% 10.5% 11.4% 11.8% 12.2%
QoQ to now 12.2% of loans 13.3% 12.7% 1119 11.0% 10.7% 10.7% 10.5% 9.9% 9.9% 9.9% 9.7%

2Q16 3Ql6 4Ql6e 1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Ql18 4Q18

Source: Company Data, PL Research
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Exhibit 5: Retail Loan break-up home loans & auto loans dominate

B Mortgage Loans | Biz Equipment B Consumer Loans B Vehicle Loans " SHG H Other|
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Source: Company Data, PL Research

Exhibit 6: Corporate banking fees continue lead fees Exhibit 7: Retail fees was slower on high base of last year
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Exhibit 8: Margins declined sequentially as yield came off on mix Exhibit9: CASA continues to be robust with stable mix in deposits
change towards high rated corporates
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Exhibit 10: Credit cost was lower on back of lower slippages, ARC sale

and recoveries

YES Bank

Exhibit 11: Asset quality improved on ARC sale & recoveries
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Source: Company Data, PL Research
Exhibit 12: RoAE tree - Return ratios on strong trajectory
RoAE decomposition (%) FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Interest income 951 9.60 9.59 944 898 864 7.68 7.81 7.99
Interest expenses 7.07 7.03 698 6.59 595 559 475 495 496
Net interest income 244 257 261 285 3.03 3.05 293 286 3.02
Treasury income 0.10 0.26 035 0.06 0.22 043 047 025 0.22
Other Inc. from operations 1.19 1.20 130 1.61 158 176 151 161 1.62
Total income 3.73 4.02 4.26 451 4.83 523 491 4.72 4.86
Employee expenses 0.72 0.76 075 080 086 095 083 0.77 0.77
Other operating expenses 0.69 0.79 093 106 111 122 115 110 1.16
Operating profit 232 248 258 265 285 3.07 294 2385 292
Tax 0.71 0.72 0.68 0.74 0381 042 059 047 045
Loan loss provisions 0.14 0.25 035 028 036 090 0.75 081 0.84
RoAA 147 151 155 164 168 175 160 1.57 1.63
RoAE 23.07 24.81 25.02 21.33 19.94 18.58 17.67 19.55 21.12
Source: Company Data, PL Research
Exhibit 13: Estimates change table

old Revised % Change

(Rs mn)

We slightly tweak our estimates on yields, FY19E FY20E FY19E FY20E FY19E FY20E
opex & slightly increase credit cost NII 1,01,626 1,29,205 99,385 1,28,629 (2.2) (0.4)
assumptions and we have largely Operating profit 98,960 1,20,838 98,898 1,24,424 (0.1) 3.0

unchanged business growth assumptions Net profit 55,288 69,532 54,602 69,464 (1.2) (0.1)

EPS (Rs) 24.1 30.3 23.7 30.2 (1.7) (0.6)
ABVPS (Rs) 125.0 149.7 126.6 150.1 1.3 0.3
Price target (Rs) 415 438 5.6
Recommendation BUY BUY
Source: Company Data, PL Research

April 26, 2018 6
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Exhibit 14: We revise our PT to Rs438 (from Rs415) based on 2.9x Mar-20 P/ABV (rolled
from Sep-19 ABV)

PT calculation and upside

Fair price - EVA, Rs 435
Fair price - P/ABV, Rs 442
Average of the two, Rs 438
Target P/ABV (x) 2.9
Target P/E (x) 14.5
Current price, Rs 352
Upside (%) 24.5%
Dividend yield (%) 0.7%
Total return (%) 25.2%

Source: Company Data, PL Research

Exhibit 15: Yes Bank — One year forward P/ABV trends
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Income Statement (Rs m)

Quarterly Financials (Rs m)

YES Bank

Y/e March 2017 2018 2019E 2020E Y/e March Q1FY18 Q2FY18 Q3FY18 QA4FY18
Int. Earned from Adv. 122,098 154,782 215,339 279,014 Interest Income 46,538 48,003 50,703 57,430
Int. Earned from Invt. 37,968 41,025 51,900 56,754 Interest Expense 28,449 29,153 31,815 35,887
Others 4,180 6,867 4,044 4,114 Net Interest Income 18,089 18,851 18,888 21,542
Total Interest Income 164,246 202,674 271,284 339,883 Non Interest Income 11,322 12,484 14,223 14,210
Interest expense 106,273 125,304 171,899 211,254 CEB 6,697 7,486 10,131 9,913
NIl 57,973 77,371 99,385 128,629 Treasury 3,221 3,518 2,428 1,781
Growth (%) 26.9 33.5 28.5 29.4 Net Total Income 29,411 31,335 33,111 35,752
Treasury Income 7,113 10,948 6,900 7,000 Operating Expenses 12,369 12,269 13,093 14,398
NTNII 34,455 41,290 57,614 71,062 Employee Expenses 5,461 5,628 5,334 5,467
Non Interest Income 41,568 52,238 64,514 78,062 Other Expenses 6,908 6,641 7,759 8,931
Total Income 205,814 254,913 335,798 417,945 Operating Profit 17,042 19,067 20,018 21,354
Growth (%) 26.7 23.9 31.7 24.5 Core Operating Profit 13,821 15,549 17,590 19,573
Operating Expense 41,165 52,128 65,001 82,267 Provisions 2,858 4,471 4,213 3,996
Operating Profit 58,375 77,481 98,898 124,424 Loan loss provisions 2,526 — — —
Growth (%) 35.7 32.7 27.6 25.8 Investment Depreciation 12 — — —
NPA Provisions 6,634 13,825 14,044 16,590 Profit before tax 14,184 14,596 15,805 17,358
Investment Provisions 522 — — — Tax 4,529 4,569 5,036 5,564
Total Provisions 7,934 15,538 16,167 19,176 PAT before EO 9,655 10,027 10,769 11,794
PBT 50,441 61,943 82,730 105,248 Extraordinary item — — — —
Tax Provisions 17,140 19,699 28,130 35,786 PAT 9,655 10,027 10,769 11,794
Effective Tax Rate (%) 34.0 31.8 34.0 34.0 Key Ratios
PAT 33,301 42,245 54,600 69,462 Y/e March 2017 2018 2019E 2020E
Growth (%) 31.1 26.9 29.2 272 CMP (Rs) 352 352 352 352
Balance Sheet (Rs m) Equity Shrs. Os. (m) 2,282 2,303 2,303 2,303
Y/e March 2017 2018 2019E 2020E Market Cap (Rs m) 803,529 810,754 810,754 810,754
Par Value 2 2 2 2 M/Cap to AUM (%) 37.4 25.9 21.2 17.3
No. of equity shares 2,282 2,303 2,303 2,303 EPS (Rs) 15.2 18.4 23.7 30.2
Equity 4,565 4,606 4,606 4,606 Book Value (Rs) 97 112 131 155
Networth 220,541 257,583 301,098 356,702 Adj. BV (100%) (Rs) 94 108 127 150
Adj. Networth 209,818 244,455 286,399 339,749 P/E (x) 23.2 19.1 14.8 11.7
Deposits 1,428,739 2,007,382 2,509,227 3,136,534 P/BV (x) 3.6 3.1 2.7 2.3
Growth (%) 27.9 40.5 25.0 25.0 P/ABV (x) 3.8 3.3 2.8 2.3
Low Cost deposits 518,697 731,762 933,432 1,179,337 DPS (Rs) 23 2.7 4.0 50
% of total deposits 36.3 36.5 37.2 37.6 Dividend Yield (%) 0.7 0.8 1.1 1.4
Total Liabilities 2,150,599 3,124,456 3,825,213 4,685498  p ofivability (%) ' ' '
Net Advances 1,322,627 2,035,339 2,645,940 3,386,803 Y/e March 2017 2018 2019E 2020E
Growth (%) 34.7 53.9 30.0 28.0 NIM 3.0 29 29 3.0
Investments 500,318 683,989 776,143 820,545 ROAA 1.8 1.6 1.6 1.6
Total Assets 2,150,600 3,124,456 3,825,213 4,685,498 ROAE 18.6 17.7 19.5 211
Source: Company Data, PL Research. .
Efficiency
Y/e March 2017 2018 2019E 2020E
Cost-Income Ratio (%) 41.4 40.2 39.7 39.8
C-D Ratio (%) 92.6 101.4 105.4 108.0
Business per Emp. (Rs m) 206 263 291 321
Profit per Emp. (Rs lacs) 24.9 27.5 30.9 34.1
Business per Branch (Rs m) 2,516 2,957 3,017 3,054
Profit per Branch (Rs m) 30 31 32 33
Asset Quality
Y/e March 2017 2018 2019E 2020E
Gross NPAs (Rs m) 20,186 26,268 33,341 42,865
Net NPAs (Rs m) 10,723 13,128 14,698 16,953
Gr. NPAs to Gross Adv. (%) 1.5 1.3 1.3 1.3
Net NPAs to Net Adv. (%) 0.8 0.6 0.6 0.5
NPA Coverage (%) 46.9 50.0 55.9 60.4
Source: Company Data, PL Research.
April 26, 2018 8
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Rating Distribution of Research Coverage PL’s Recommendation Nomenclature
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PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.
PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months
PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or other benefits from the subject
Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest at the time of publication of this report.

It is confirmed that Mr. R Sreesankar (B.Sc ), Mr. Pritesh Bumb (MBA, M.com), Ms. Shweta Daptardar (MBA-Finance), Ms. Vidhi Shah (CA), Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts 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.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all o
the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an advisor or lender/borrower to the subject company or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions.

DISCLAIMER/DISCLOSURES (FOR US CLIENTS)

ANALYST CERTIFICATION

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately reflect his or her or their personal
views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific recommendation or views expressed in this research report

Terms & conditions and other disclosures:

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are
resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to
satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and
trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and
interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon
this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors, Prabhudas
Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.
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