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May 13, 2020 

CMP: | 255    Target: | 300 (18%)     Target Period:  12  months  

Bandhan Bank (BANBAN) 

 BUY 

 

Soaring provisioning dents earnings… 

Bandhan Bank reported a steady performance with healthy operating profits. 

However, additional provision of | 690 crore, related to Covid-19, impacted 

earnings.  

On asset quality, absolute GNPA declined 16% QoQ to | 993 crore (including 

| 385 crore related to IL&FS). Accordingly, GNPA ratio dipped ~45 bps to 

1.48% while NNPA ratio improved ~23 bps to 0.58%. Overall collection 

efficiency has been healthy at 98.5-99% as of March 2020. Given emergence 

of Covid-19, the bank parked contingent provision of | 690 crore in Q4FY20 

(includes | 64 crore under regulatory requirement). Including | 310 crore of 

outstanding standard asset provision, overall provision is at | 1000 crore i.e. 

~1.5% of AUM. 

AUM growth of the merged entity was reported at 60.5% YoY to | 71846 

crore (| 65456 crore in Q3FY19). Excluding Gruh Finance, loan growth was 

at ~20% YoY, a tad lower compared to the previous run rate. Healthy 

traction continued in micro finance segment (~64% of merged AUM) at 

19.6% YoY to | 46189 crore while non-micro finance book growth came in 

at 22% YoY. Deposit accretion continued to remain healthy at 32% YoY to  

| 57082 crore as of FY20 and | 58030 crore as of April 30, 2020. 

Margin witnessed an uptick of ~20 bps QoQ to 8.1%. Growth in NII came at 

33.5% to | 1680 crore, led by traction in advances and healthy margin. 

However, high provisions at | 828 crore, including | 690 crore related to 

Covid, dented earnings trajectory to | 517 crore; down 21% YoY. 

About 80% of book in resilient sector; normalcy to return 

gradually 

Almost 76% of its customers have their business in the green/amber zones. 

Thus, the bank expects normalcy in operations to be restored within four to 

six weeks. Also, ~80% micro book is in resilient sector, enabling faster 

normalcy. The bank has got some relief on asset quality as 90% of its 

customers are repeat customers with usual tenor of five to six years. Also, 

relief package provided by the government should aid bankers contain NPA. 

Valuation & Outlook 

Given lockdown and 100% moratorium in micro finance, impact on 

collection efficiency is not ruled out. At this juncture, it is difficult to gauge 

repayment trend as the lockdown is lifted. However, higher exposure 

towards essential services in rural areas is expected to lead to higher pace 

of revival in disbursement and collection. Also, ~76% of micro finance 

exposure in green/amber zone, healthy liabilities franchise and strong capital 

adequacy provide cushion against any rise in delinquencies. Hence, we 

expect earnings trajectory at ~18% CAGR in FY21-22E to | 3209 crore. 

Return ratios are expected to dip compared to earlier period but still remain 

healthy with RoA at 2.5% and RoE at ~18%. We revise our target price to  

| 300 per share, valuing the stock (post merger) at ~11.7x FY22E EPS (~2.6x 

FY22E BV). We maintain BUY rating on the stock. 

   Key Financial Summary 

 
ss

FY19 FY20 FY21E FY22E C AG R (FY19-22E)

NII 4496 6324 6608 7456 18%

PPP 3748 5447 5350 5824 16%

PA T 1951 3024 3031 3209 18%

A BV  (|) 91.8 90.0 99.3 114.5

P/E 31.4 28.4 27.3 25.7

P/A BV 5.6 5.7 5.2 4.5

RoE (% ) 19.0 22.1 18.8 17.4

RoA  (% ) 3.9 3.9 2.9 2.5
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Par ticu lars V alu e s

Market Capita lisation | 40095 crore

Netw orth | 15195 crore

52 w eek H/L  (|) 650 / 152

Equity Capita l | 1610 crore

Face V alue (|) 10.0

DII Holding (% ) 8.8

FII Holding (% ) 13.1
 

 
 

Key Highlights 

 Additional provisioning of | 690 crore 

for Covid-19. Outstanding provision at 

| 1000 crore 

 Also, 80% of book is to resilient sector 

with normalcy expected within four to 

six weeks, post lifting of lockdown 

 Maintain BUY recommendation with 

revised target price of | 300  
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Result Update | Bandhan Bank 

Exhibit 1: Variance Analysis 

Q4FY20 Q4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments

NII 1,680 1,581 1,257 33.6 1,540 9.1
Sequentially lower NII growth attributable to margin 

contraction

NIM (%) 8.1 8.1 10.7 -256 bps 7.9 23 bps

Other Income 500 411 388 29.0 358 39.8 Income from PSLC at | 106 crore in Q3FY20

Net Total Income 2,180 1,992 1,645 32.5 1,898 14.9

Staff cost 362 342 270 34.1 340 6.3

Other Operating 

Expenses

297 311 222 33.9 294 1.3

PPP 1,520.7 1,338.7 1,153.2 31.9 1,263.9 20.3

Provision 827.4 234.0 153.3 439.8 294.9 180.6

Given recent unrest in Assam and decline in collection 

efficiency, the bank has parked additional provision of | 

200 crore

PBT 693.3 1,104.7 999.9 -30.7 969.0 -28.4

Tax Outgo 176.0 287.2 349.1 -49.6 238.0 -26.0

PAT 517.3 817.5 650.9 -20.5 731.0 -29.2 Higher provision impacted earnings trajectory

Key Metrics

GNPA 993 1,300 820 21.1 1,182 -16.0 Addition from Gruh Finance book led to rise in GNPA

NNPA 389 531 228 70.6 491 -20.8

Advances 66,630 66,856 39,643 68.1 65,456 1.8 Loan growth ex Gruh continued to remain healthy at 33% YoY

Deposits 57,082 57,653 43,232 32.0 54,908 4.0 Deposit accretion healthy across CASA & term deposit

 
 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in estimates 

(| Crore) O ld New %  Change O ld New %  Change

Net Interes t Income 7,580 6,608 -12.8 9,450 7,456 -21.1

Pre Prov is ion Prof it 6,418 5,350 -16.7 8,047 5,824 -27.6

NIM (% ) 7.9 7.2 -66 bps 7.9 6.9 -103 bps

PA T 3,753 3,031 -19.3 4,710 3,209 -31.9

A BV  (|) 104.3 99.3 -4.9 129.0 114.5 -11.2

FY21E FY22E

 
 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumption 

FY19 FY20 FY21E FY22E FY21E FY22E

Credit grow th (% ) 33.4 68.1 10.1 25.0 22.3 27.4

Depos it G row th (% ) 27.6 32.0 30.0 28.7 30.0 28.7

CA SA  ratio (% ) 40.8 36.8 36.8 37.2 36.2 36.6

NIM Calculated (% ) 9.4 9.1 7.2 6.9 7.9 7.9

Cos t to income ratio (% ) 32.6 32.2 34.9 37.8 30.9 30.6

G NPA  (| crore) 819.5 1,417.7 1,865.5 2,509.3 1,865.5 2,523.3

NNPA  (| crore) 251.7 710.6 1,030.2 1,522.5 1,024.1 1,509.4

S lippage ratio (% ) 763.0 1,196.5 895.5 1,287.7 895.5 1,315.6

Credit cos t (% ) 1.9 2.3 1.7 1.7 1.7 1.7

Ear lie rC u r re n t

 
 

Source: Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

Story in Charts 

The management has said that 100% of micro finance has been provided 

moratorium while 13% loan by value opted for moratorium in mortgage 

book. MSME exposure witnessed ~35% of advances under moratorium and 

~59% of exposure to NBFC-MFI has opted for moratorium. With major 

exposure towards essential services and ~76% of exposure to region 

categorised under green/amber zone, the management expects to start with 

disbursement and collection activities. Overall, the management says it may 

take four to six weeks post lifting of lockdown for a return to normalcy. 

Exhibit 4: Total ~100% micro finance exposure opt for moratorium 

Loan Book Advances Breakup
% of total 

advances

% under Moratorium Moratorium by Value

Micro 46189 64.3% 100.0% 46,189

Mortgage 18578 25.9% 13.0% 2,415

NBFC-MFI 2476 3.4% 59.0% 1,461

NBFC-Others 1060 1.5% 0.0% 0

SME 2811 3.9% 35.0% 984

Total 71845 100.0% 71.1% 51,049
 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Customer segment wise exposure 

Business Category
Micro 

Banking

Non- Micro 

Banking

Total 

Advances

% of Total 

Advances

Green Zone

Agriculture & Allied Activities 20612 90.9 20702.9 28.8%

Affordable Housing 19.1 18500.2 18519.3 25.8%

Food Processing & Retail 13850.4 984.8 14835.2 20.6%

Personal & Healthcare 123.4 1743.2 1866.6 2.6%

Rural Transportation 1170.1 0 1170.1 1.6%

Pharma & Medical 90.9 126.7 217.6 0.3%

Computer, Cable /DTH Providers 37.9 2.1 40 0.1%

Education 0 33.5 33.5 0.0%

Chemicals 0 25.7 25.7 0.0%

Total 35903.8 21507.1 57410.9 79.9%

Orange Zone

Manufacturing - Non Essesntial 6707.4 380.9 7088.3 9.9%

Financial Services 116 3543 3659 5.1%

Wood/Metal Furniture 911.1 0 911.1 1.3%

Total 7734.5 3923.9 11658.4 16.2%

Red Zone

Other Transportation 1421.5 122.6 1544.1 2.1%

Wellness & Beauty Parlour 1097.1 51.1 1148.2 1.6%

Logistics & Courier 32.2 38.7 70.9 0.1%

Other Services 0 13.3 13.3 0.0%

Total 2550.8 225.7 2776.5 3.9%

Total Portfolio 46189.1 25656.7 71845.8 100.0%
 

Source: Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

Exhibit 6: Credit growth momentum to continue ahead 
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Source: Company, ICICI Direct Research 

 

Exhibit 7: Focus on micro loan as well as non-micro loan  

FY19 Q 1FY20 Q 2FY2 Q 3FY20 FY20 FY21E FY22E

G ross  advances  (A UM) 44776 45420 64186 65456 66630 79252 99096

Net advances  (O /s  Loan Book) 39643 45420 64186 65456 66630 73363 91734

Micro loans 33399 39166 39197 40100 46189 45322 56653

Non micro loans 6244 6254 24989 25356 20441 28040 35081
 

 

Source: Company, ICICI Direct Research 

Exhibit 8: Continued focus on deposit accretion 
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Source: Company, ICICI Direct Research 

 

Exhibit 9: Moderation in margin at ~7% in FY20-22E 
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Source: Company, ICICI Direct Research 

 

Exhibit 10: Asset quality to remain under watch 
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Source: Company, ICICI Direct Research 

 

Exhibit 11: Return ratio to remain steady  
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Source: Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

Exhibit 12: CI ratio continues to remain better than peers 

FY19 Q 1FY20 Q 2FY20 Q 3FY20 FY20 FY21E FY22E

O perating expenses 1810.9 550.5 582.4 634.1 2537.2 2861.9 3542.6

Y oY  grow th (% ) 28.8 34.2 38.6 40.1 12.8 23.8

CI ratio (% ) 32.6 29.9 30.8 32.2 34.9 37.8

O pex to A UM (% ) 4.0 4.8 5.1 5.6 3.5 3.6 3.6

Employee cos t to A UM (% ) 2.3 2.8 2.1 2.1 1.9 2.0 2.0

O ther opex to A UM (% ) 1.8 1.7 1.6 1.6 1.6 1.6 1.6
 

 

Source: Company, ICICI Direct Research 

Exhibit 13: Customer accretion continues to remain healthy 

L ak h Q 3FY19 Q 4FY19 Q 1FY20 Q 2FY20 Q 3FY20 Q 4FY20

Borrow ers 88             96.5 100 110 117.3

Micro borrow ers 87 95 98.4 101 105 111.4

Non micro borrow ers 1.4            1.5            1.6            9.0            12.3        (111.4)       
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 14: Shareholding pattern 

(in  %) Mar -19 Ju n -19 Se p -19 De c-19 Mar -20

Promoter 82.3           82.3           82.3           61.0           61.0           

FII 5.6             6.3             6.9             13.9           13.1           

DII 10.0           9.5             8.8             8.2             8.8             

O thers 2.1             1.9             2.0             17.0           17.2           
 

 

Source: Company, BSE, ICICI Direct Research 

 

Exhibit 15: Price Chart 

                                
 

Source: Company, Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

Financial summary 

Exhibit 16: Profit and loss statement                              | crore 

(| C ro re ) FY19 FY20 FY21E FY22E

Interes t Earned 6644.1 10885.5 12317.6 14625.6

Interes t Expended 2148.4 4561.6 5709.4 7169.4

Net Interes t Income 4,495.7  6,323.9  6,608.2  7,456.2   

grow th (% ) 40.7 4.5 12.8

Non Interes t Income 1063.4 1549.2 1603.3 1910.2

O perating Income 5559.1 7873.1 8211.5 9366.4

Staf f  cos t 1008.7 1367.0 1595.5 1948.2

O ther O perating expense 802.2 1059.5 1266.4 1594.3

O perating prof it 3748.1 5446.5 5349.6 5823.9

Prov is ions 735.1 1393.2 1281.7 1516.0

Exceptiona l items 0.0 0.0 0.0 0.0

PBT 3013.0 4053.4 4067.9 4307.9

Taxes 1061.6 1029.7 1037.3 1098.5

Net Prof it 1951.5 3023.7 3030.6 3209.4

EPS (|) 16.4       18.1       18.8       19.9        
 

 

Source: Company, ICICI Direct Research 

 

 
 
 
 

Exhibit 17: Key Ratios                                 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

V aluation

No. of  Equity Shares  119.3 161.0 161.0 161.0

EPS (|) 16.4 18.1 18.8 19.9

BV  (|) 93.9 94.4 105.7 124.0

A BV  (|) 91.8 90.0 99.3 114.5

P/E 31.4 28.4 27.3 25.7

P/BV 5.5 5.4 4.9 4.1

P/A BV 5.6 5.7 5.2 4.5

Y ie lds  & Margins  (% )

Net Interes t Margins 9.4 9.1 7.2 6.9

Y ie lds  on L oans 15.4 17.0 14.8 14.8

Cos t of  funds 5.5 5.8 5.7 5.7

Q uality  and Ef f ic iency (% )

Cos t to income ratio 32.6 32.2 34.9 37.8

G NPA 2.07 2.13 2.54 2.74

NNPA 0.63 1.07 1.40 1.66

RO E 19.0 22.1 18.8 17.4

RO A 3.9         3.9         2.9         2.5         
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 18: Balance sheet                                              | crore 

(| C ro re ) FY19 FY20 FY21E FY22E

Sources  of  Funds

Capita l 1193 1610 1610 1610

Reserves  and Surplus 10009 13585 15405 18357

Netw orth 11202 15195 17015 19967

Depos its 43232 57082 74206 95530

Borrow ings 521 16379 19655 23586

O ther L iabilities  & Prov is ions 1487 3062 3827 4784

Tota l 56442 91718 114703 143867

A pplications  of  Funds

Fixed A ssets 331 369 443 531

Inves tments 10038 15352 18422 22106

A dvances 39643 66630 73363 91734

O ther A ssets 6430 9367 22476 29496

Tota l 56442 91718 114703 143867
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 19: Key ratios                                                            (%) 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Tota l assets 27.4 62.5 25.1 25.4

A dvances 33.4 68.1 10.1 25.0

Depos it 27.6 32.0 30.0 28.7

Tota l Income 97.5 41.6 4.3 14.1

Net interes t income 87.0 40.7 4.5 12.8

O perating expenses 16.5 2.1 -3.4 0.0

O perating prof it 219.7 45.3 -1.8 8.9

Net prof it 296.9 54.9 0.2 5.9

Net w orth 19.4 35.7 12.0 17.3

EPS 61.1       10.6       4.0         5.9             
 

 

Source: Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

Exhibit 20: ICICI Direct coverage universe (BFSI) 

CMP M Cap

(|) TP(|) Rating (| Cr) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E

Bank of Baroda (BANBAR) 44 65 Hold 22,756.3 -0.4 -1.9 -4.3 NA NA NA 0.6 0.5 0.5 0.0 -0.1 -0.2 -0.3 -1.2 -2.5

State Bank of India (STABAN) 174 250 Buy 166,310 16.8 24.2 33.7 10.4 7.2 5.1 1.0 0.9 0.8 0.4 0.6 0.7 7.6 11.0 13.2

Indian Bank (INDIBA) 48 50 Hold 2,810 -27.2 8.5 13.0 -1.8 5.7 3.7 0.4 0.3 0.3 -0.8 0.2 0.3 -11.6 3.5 5.1

Axis Bank (UTIBAN) 404 500 Buy 110,439 5.8 17.4 27.9 70.0 23.2 14.5 1.6 1.6 1.4 0.2 0.5 0.7 2.2 5.6 8.5

City Union Bank (CITUNI) 131 171 Buy 8,711 8.7 10.1 11.4 15.1 13.0 11.4 2.1 1.8 1.6 1.4 1.4 1.4 12.6 13.0 13.0

Development Credit Bank (DCB) 70 92 Hold 2,524 13.0 13.5 15.0 5.4 5.2 4.7 0.7 0.7 0.6 1.1 1.0 1.0 13.3 12.2 12.0

Federal Bank (FEDBAN) 43 47 Hold 8,355 7.7 7.9 12.5 5.6 5.5 3.5 0.7 0.6 0.6 0.9 0.8 1.2 11.0 10.4 14.9

HDFC Bank (HDFBAN) 940 1,100 Buy 499,198 47.9 57.1 69.6 19.6 16.5 13.5 3.1 2.8 2.5 1.9 1.9 2.0 16.4 17.1 18.4

Indusind Bank (INDBA) 463 400 Hold 27,461 63.7 54.9 66.7 7.3 8.4 6.9 1.0 0.9 0.8 1.5 1.2 1.2 13.5 10.5 11.4

Jammu & Kashmir Bank (JAMKAS) 13 12 Sell 671 -12.7 -0.1 -6.1 -1.0 NA NA 0.2 0.2 0.3 -0.7 0.0 -0.3 -10.1 -0.1 -4.9

Kotak Mahindra Bank (KOTMAH) 1,204 1,700 Buy 228,664 29.9 29.0 31.3 40.3 41.5 38.4 5.0 4.5 4.0 1.7 1.4 1.3 12.5 10.8 10.5

Bandhan Bank (BANBAN) 255 300 Buy 30,740 18.1 18.8 19.9 14.1 13.5 12.8 2.8 2.6 2.2 3.9 2.9 2.5 22.1 18.8 17.4

IDFC First (IDFBAN) 21 25 Buy 10,221 -4.8 1.0 2.1 NA 21.9 10.2 0.7 0.7 0.7 -1.6 0.3 0.6 -15.0 3.0 6.2

P/ABV (x) RoA (%) RoE (%)

Sector / Company

EPS (|) P/E (x)

 
 

Source: Company, ICICI Direct Research 
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Result Update | Bandhan Bank 

 

  

RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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