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CMVP: Rs. 99
Target Price: Rs. 135
Recommendation: BUY
Stock Info
BSE Group A
BSE Code 532652
NSE Symbol KTKBANK
Bloomberg KBL IN
Reuters KBNK.BO
BSE Sensex 34,865
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Market Info
Market Capital (Rs Cr.) Rs. 2780
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52 Wk High/ Low 171/93
Face Value 10
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Promoters 0
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Profitability

Karnataka Bank Ltd Q2FY19 profitability has substantially improved YoY. It has
reported PAT of Rs 112 cr. in Q2FY19 vs Rs. 93 cr. in the corresponding quarter of last
fiscal year. On a QoQ basis, the net profit fell by 32%. Operating profit of the bank
de-grew by 3.4% QoQ and 2.7% YoY at Rs. 356 cr. NIl for the quarter grew by 6% YoY
at Rs. 468 cr. vs Rs. 440 cr.

Advances
Bank has reported credit growth of 22% YoY and 4.7% sequentially to Rs 49,970 crs.
Retail advances to corporate advances ratio stood at 44: 56.

Deposits
Deposits of the bank grew by 13% YoY. CASA proportion decreased from 28.6% to
27.1% YoY. C-D ratio of the bank increased to 78.2% against 72.7% YoY and 76.1%
sequentially. Banks total business stood at Rs. 113,854 crs. a growth of 17% as on
Q2FY19.

Asset Quality

Banks GNPAs improved QoQ while NNPAs grew by 8 bps points. Gross NPAs stood at
Rs 2372 crs. (i.e., 4.66% vs 4.72% in the previous quarter) while Net NPAs stood at Rs
1498 crs. (i.e., 3.00% vs 2.92% in the previous quarter). Management expects its
asset quality to stay at moderated levels going forward.

Margins

Yield on advances marginally reduced from 10.15% to 9.34% YoY. Cost of deposits
dropped to 5.94% against 6.23% YoY. NIM on average earning assets of the bank
reduced marginally from 3% to 2.9% YoY largely due to lower yield on advances.

Valuation

At CMP of Rs 99, the stock is trading at 3.90 P/E(x) and 0.66 P/ABV(x) to its FY20E of
Rs 25.4 per share and Rs 150 per share respectively.

We retain our target price at Rs. 135 same as previous quarter, valued at 0.9(x) to its
FY 20E ABV. This is an upside of 36%. We have a ‘BUY’ rating for the stock.

Financial Snapshot

Particulars (Rs Cr) [FY 18 FY 19E FY 20E

NI 1858 2130 2472
Operating Profit 1473 1365 1566
Net Profit 326 589 718
EPS(Rs) 11.52 20.82 25.41
ROE(%) 6.17 10.75 12.70
P/E (x) 8.58 4.74 3.89
P/ABV (x) 0.68 0.67 0.66
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Quarterly Result Highlights:

Income Statement

Particulars Q2FY19 |Q2FY18 |YoY % Q1FY19 |QoQ%
Interest Earned 1453 1318 10.2 1408 3.2
Interest Expended 985 878 12.2 939 4.9
NIl 468 440 6.2 469 -0.2
Other Income 201 248 -18.8 209 -3.6
Operating Expenses 313 322 -2.9 309 1.3
Employee Cost 111 124 -10.7 111 0.3
Operating Profit 356 366 -2.7 369 -3.4
Provisions 193 226 -14.5 222 -13.0
Tax 51 47 -16

Profit After Tax 112 93 19.8 163 -31.5

Other Highlights

Particulars Q2FY19 |Q2FY18 |YoY % Q1FY19 |QoQ %
EPS 4.0 3.3 5.8

BVPS 208 187 207

RoA 0.6 0.6 5.2 0.9 -0.3
RoE 8.02% 7.05% 13.8] 11.89% 0.0
NIM 2.91% 3.03% -4.0 3.00% 0.0
C-l ratio 46.7 46.8 -0.1 45.5 1.2
CAR Basel lll 11.3 12.5 11.6

Tier | 10.6 11.4 10.8

RWA 47619 42019 13.3 46030 3.5
Gross NPA 2372 1716 38.2 2297 75.5
Net NPA 1498 1247 20.1 1396 7.3
Gross NPA % 4.7 4.1 0.5 4.7 -0.1
Net NPA % 3.0 3.0 0.0 2.9 0.1
Deposits 63885 56558 13.0 62725 1.8
CASA% 27.1 28.6 27.4

CASA 17298 16163 7.0 17158 0.8
Advances 49970 41127 21.5 47731 4.7
Retail 45.0 49.8 45.0
Corporate 55.0 50.2 55.0

C-Dratio 76.1 72.7 76.1

Cost of deposits 5.9 6.2 -0.4 5.9 0.0
Yield on advances 9.3 10.2 -0.9 9.3 0.0
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Profit & Loss Account Balance Sheet
Particulars (Rs Cr) FY 18 FY19E  |FY20E Particulars (Rs Cr) FY 18 FY19E  |FY20E
Interest Earned 5424 7023 7925| [Share Capital 283 283 283
Interest Expended 3566 4892 5453| |Total Reserves 5128 5254 5491
NIl 1858 2130 2472|  |Deposits 62871 71279 79081
Other Income 954 780 877| |Borrowings 816 717 1159
Fee Income 271 351 396| |Other Liabilities & Provisions 1276 1325 1332
Operating Expenses 1339 1545 1783| |Total Liabilities 70374 78856 87345
Employee Cost 525 619 708| |Cash and balance with RBI 3546 4767 4188
Operating Profit 1473 1365 1566/ |(Bal. with banks & money at call 55 349 368
Provisions and Contingencies 1163 570 555| |Investments 15444 16834 18181
Profit Before Tax 310 795 1011 [Advances 47252 54340 62490
Taxes -15 207 293| |Other Assets 4076 2566 2115
Net Profit 326 589 718| |Total Assets 70374 78856 87345
Ratios Ratios

Particulars (%) FY 18 FY 19 FY 20E Particulars (%) FY 18 FY 19E FY 20E
Deposit Growth 10.8 12.2 10.7| (Total CAR (Basel lll) 12.0 12.7 11.7
Advances Growth 21.7 15.0 15.0/ |NetNPA 30 30 2.4
NIl Growth 24.6 14.7 16.1| |Gross NPA 4.9 37 4.0
Net Profit Growth -28.0 80.7 220, |PCR 520 55.0 55.0
EPS(Rs) 11.5 20.8 25.4/ |Yield on Advances 11.0 10.6 10.5
BVPS(Rs) 191.4 195.9 204.3| |Yield on Investments 75 7.5 7.5
Adj. BVPS (Rs.) 145.1 147.8 150.2| [Cost of Deposits 6.1 6.9 7.0
DPS(Rs) 2.5 4.6 5.6 |Interest Spread 49 37 36
ROA(%) 05 0.8 0.9 [NIM(%) 32 29 2.8
ROE(%) 6.2 10.8 12.7| |Valuation

C-Dratio 75.2 71.0 80.0{ |[P/E(x) 8.58 4.74 3.89
Cost Income Ratio 47.6 531 53.2| |P/BV (x) 0.52 0.50 0.48
CASA (%) 28.0 30.8 32.7| [P/ABV (x) 0.68 0.67 0.66
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E. research@arihantcapital.com
T.022-42254800

Stock Rating Scale
Absolute Return

Buy >20%

Accumulate 12% to 20%

Hold 5% to 12%

Neutral -5% to 5%

Reduce <-5%
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Disclaimer:
This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of

any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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