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 Bank credit growth remains moderate but outlook improving: We estimate credit 

growth for banks under our coverage at 5.7% yoy in Q3 but our channel checks and 

discussions with managements suggest healthy traction in mortgage, auto and cards, led 

by faster economic recovery. Corporate loan growth is still low due to disintermediation by 

bond markets and cautious stance by banks though some seasonal pick-up could come 

around in Q4. In our view, a meaningful recovery in credit growth would be visible from 

FY22 as the economic recovery strengthens and risk averseness recedes.  

 Bankers expect relatively soft asset-quality landing after an initial big scare; SC stay 

on NPA tagging remains an irritant: The Supreme Court’s stay on NPA tagging remains 

an irritant in Q3 unless it is lifted before results are declared by banks in which case they 

would indicate proforma slippages similar to that of Q2. We expect proforma slippages to 

be optically elevated due to the spill-over from Q2 and 90 DPD post end of moratorium, 

but our discussions suggest that overall NPA formation as well as restructuring proposals 

are meaningfully lower than expected though one needs to be watchful of the tail-end risk. 

Among the products, stress remains elevated in CV, Cards and MFI. SME stress could be 

largely contained via ECLGS and restructuring. Within corporates, SREI Group, Future 

Retail, Shapoorji Pallonji and MMTC remain stressed and will be closely watched out. On 

the other hand, corporate resolutions too are showing signs of revival with even the worst 

of the assets (for e.g., Jet Airways and DHFL) registering reasonable interest from 

investors, thus raising the hope of some salvage value for banks.  

 Prudent provisioning could keep banks’ earnings growth under check: We expect 

overall PPoP growth to be a tad moderate due to lower treasury gains, some softness in 

NIMs due to lower LDR/interest reversal and a moderate pick-up in opex as operations 

normalize. Amid better-than-expected asset-quality experience, incremental contingent 

provisioning should be limited for banks with otherwise strong provisioning buffer (for e.g., 

ICICI, Axis, and Bandhan). Some banks may use the opportunity to shore up the 

provisioning buffer (for e.g., IndusInd and RBL). Among large banks, we expect ICICI to 

report healthy profits, followed by Axis as the bulk of the heavy-lifting on provisions is 

largely done. HDFCB may report moderate profitability on a higher base. AU SFB should 

report strong earnings given one-off gains from its stake sale in Aavas Financiers. Among 

PSBs, SBI should report higher profits, partly driven by one-off gains from the stake sale 

in UTI MF.  

 NBFCs – stress recognition to begin at a moderate pace; continued strong VNB 

margin trajectory for insurance cos: NBFCs to show better disbursements/collection 

trends due to faster economic normalization and a strong festive season. Asset-quality 

pain should begin from this quarter but management chose to not defer stress via 

restructuring. We expect HDFCL to bounce back sharply on strong mortgage demand and 

CIFC to gain market share on its diversified loan book, but a relatively weak performance 

from MMFS due to market share loss in tractors and a sizeable tours/travel portfolio prone 

to asset-quality risk. Amid slow growth, VNB margins for the insurance universe should 

remain healthy on rising share of traditional products vs. ULIPs. We see strong growth 

momentum for HDFC/SBI/Max Life but a weak quarter for IPRU Life.  

 Recent stock rally reflects positive outlook on growth/asset quality and looks 

sustainable: The banking sector has seen a decent run-up recently, with broader 

economic indicators showing early signs of a revival after unlocking, leading to better credit 

outlook and better asset-quality experience than earlier expected with lower incidence of 

NPA/restructuring - raising hope of possible provision claw back in select banks and thus 

earnings upgrades. In our view, the focus could gradually shift from asset quality to growth 

(credit/earnings) and banks with strong shock-absorption capacity, coupled with potential 

to grow, could see continued stock momentum. We prefer ICICI, Axis and SBI in large-

caps. In our view, the MFI sector will be early to recognize the asset-quality pain and 

resume growth. Notwithstanding near-term election-related fatigue, we remain long-term 

positive on Bandhan Bank given its ability to manage disruptions and strong liability profile 

facilitating product diversification without much impact on margins. Among NBFCs, we 

prefer Chola, HDFC and SHTF. In insurance, we prefer SBI Life, HDFC Life and Max Life. 

Please see our sector model portfolio (Emkay Alpha Portfolio): BFSI-Banks (Page 24) 
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Story in Charts 

Exhibit 1: Moderate credit growth but deposit growth remains strong 
driven by CASA  

 
Source: Company, Emkay Research 

Exhibit 2: NBFCs’ AUM growth to moderate further but soon could 
bottom out 

 
Source: Company, Emkay Research 

 

Exhibit 3: Fresh slippages are expected to be optically higher due to 
clubbing of untagged slippages from the previous quarter 

 
Source: Company, Emkay Research 

Exhibit 4: Bounce rates marginally improved in the month of 
November but still remain elevated  

 
Source: Company, Emkay Research 

 

Exhibit 5: Higher slippages during the quarter may lead to increase 
in GNPA but to a limited extent  

 
Source: Emkay Research, Company 

Exhibit 6: Cushion of higher PCR to support NNPAs 
 

 
Source: Emkay Research, Company 

 

 

 
 
 

6.1

11.3

0.0

5.0

10.0

15.0

20.0

D
e
c
/1

5

M
a

r/
1
6

J
u
n

/1
6

S
e

p
/1

6

D
e
c
/1

6

M
a

r/
1
7

J
u
n

/1
7

S
e

p
/1

7

D
e
c
/1

7

M
a

r/
1
8

J
u
n

/1
8

S
e

p
/1

8

D
e
c
/1

8

M
a

r/
1
9

J
u
n

/1
9

S
e

p
/1

9

D
e
c
/1

9

M
a

r/
2
0

J
u
n

/2
0

S
e

p
/2

0

D
e
c
/2

0

Credit Growth % Deposit Growth %

13.1%12.2%

15.3%
13.9%13.1%

7.6%
5.3% 4.4%

3.2%

0.0%

5.0%

10.0%

15.0%

20.0%

 9,500

 10,000

 10,500

 11,000

 11,500

 12,000

 12,500

 13,000

Q
3
F

Y
1
9

Q
4
F

Y
1
9

Q
1
F

Y
2
0

Q
2
F

Y
2
0

Q
3
F

Y
2
0

Q
4
F

Y
2
0

Q
1
F

Y
2
1

Q
2
F

Y
2
1

Q
3
F

Y
2
1

AUM (Rs bn) AUM growth (%)

5.1
4.3

0.0

2.0

4.0

6.0

8.0

1
Q

F
Y

1
9

2
Q

F
Y

1
9

3
Q

F
Y

1
9

4
Q

F
Y

1
9

1
Q

F
Y

2
0

2
Q

F
Y

2
0

3
Q

F
Y

2
0

4
Q

F
Y

2
0

1
Q

F
Y

2
1

2
Q

F
Y

2
1

3
Q

F
Y

2
1

Slippages Ratio %

PSBs PVBs

17%
19% 20%

25%

37%

30%

38%
33% 32% 32% 32% 31%

0%
5%

10%
15%
20%
25%
30%
35%
40%

F
Y

1
7

F
Y

1
8

F
Y

1
9

F
Y

2
0

A
p

r-
2
0

M
a

y
-2

0

J
u
n

-2
0

J
u
l-
2

0

A
u

g
-2

0

S
e

p
-2

0

O
c
t-

2
0

N
o
v
-2

0

Cheque (incl ECS) Bounce Rate (%)

9.1

4.4

0.0
2.0
4.0
6.0
8.0

10.0
12.0

3
Q

F
Y

1
9

4
Q

F
Y

1
9

1
Q

F
Y

2
0

2
Q

F
Y

2
0

3
Q

F
Y

2
0

4
Q

F
Y

2
0

1
Q

F
Y

2
1

2
Q

F
Y

2
1

3
Q

F
Y

2
1

Gross NPA %

PSBs PVBs

2.9

1.0

0.0
1.0
2.0
3.0
4.0
5.0
6.0

2
Q

F
Y

1
9

3
Q

F
Y

1
9

4
Q

F
Y

1
9

1
Q

F
Y

2
0

2
Q

F
Y

2
0

3
Q

F
Y

2
0

4
Q

F
Y

2
0

1
Q

F
Y

2
1

2
Q

F
Y

2
1

3
Q

F
Y

2
1

Net NPA %

PSBs PVBs

http://www.emkayglobal.com/


 

 

BFSI  India Equity Research | Sector Update 

 Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited 
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore. 
 

  January 10, 2021 | 3 

Exhibit 7: Valuation summary for Banks, NBFCs and Insurance companies under our coverage 

Companies Reco 
Market Cap RoA % RoE % P/ABVx 

Rs bn USD bn FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E 

Large PVBs                

AXIS Buy 2,068 28.2 0.2 0.7 1.1 1.4 2.2 6.6 10.6 13.1 2.1 2.0 1.8 1.5 

HDFCB Buy 7,856 107.1 1.9 1.8 1.9 2.0 16.4 16.2 16.6 17.1 4.5 3.8 3.3 2.8 

ICICI Buy 3,754 51.2 0.8 1.1 1.4 1.6 7.3 9.7 11.6 13.6 2.6 2.2 2.0 1.8 

INDUSIND Hold 729 9.9 1.5 0.8 1.3 1.6 14.6 6.9 11.0 14.5 2.0 1.9 1.7 1.5 

KOTAK Hold 3,860 52.6 1.8 1.8 1.9 1.9 13.1 12.0 11.1 11.4 6.4 5.2 4.6 4.1 

YES Sell 455 6.2 -5.1 -0.4 -0.1 0.5 -68.6 -3.3 -1.0 4.3 0.9 1.2 1.7 1.6 

Small-Mid PVBs                

CUB Hold 138 1.9 1.0 1.1 1.2 1.5 9.4 9.6 11.0 13.1 2.9 2.7 2.4 2.1 

DCB Sell 38 0.5 0.9 0.8 0.8 0.8 11.2 9.2 8.8 9.3 1.3 1.2 1.1 1.0 

FB Buy 152 2.1 0.9 0.7 0.8 1.0 11.2 8.6 10.2 12.4 1.1 1.0 1.0 0.8 

KVB Hold 39 0.5 0.3 0.4 0.5 0.7 3.6 4.5 4.9 7.7 0.7 0.7 0.6 0.6 

RBL Hold 162 2.2 0.6 0.6 1.1 1.4 5.6 5.2 8.9 11.2 1.3 1.3 1.3 1.1 

New Age PVBs/SFBs                

AU SFB Hold 273 3.7 1.8 2.0 2.0 2.0 17.9 18.6 17.9 18.7 6.3 5.3 4.5 3.8 

BANDHAN BUY 668 9.1 4.1 3.0 3.4 3.6 22.9 17.9 20.4 21.8 4.5 3.8 3.2 2.6 

EQUITAS Buy 25 0.3 1.1 1.1 1.3 1.6 7.7 8.2 10.2 14.0 0.9 0.9 0.8 0.7 

UJJIVAN Sell 74 1.0 2.2 1.4 1.6 1.8 15.3 9.1 10.9 13.5 2.5 2.3 2.1 1.9 

PSBs                

BOB Buy 308 4.2 0.1 0.0 0.1 0.4 0.9 0.7 2.3 6.6 0.6 0.6 0.6 0.5 

CANARA Hold 220 3.0 -0.3 0.1 0.1 0.2 -7.1 1.7 2.3 4.9 0.7 0.6 0.7 0.6 

INDIAN Hold 99 1.4 0.3 0.2 0.2 0.3 4.3 3.0 3.5 6.4 0.3 0.5 0.5 0.4 

PNB Sell 372 5.1 0.0 -0.2 0.1 0.2 0.7 -2.5 1.8 3.8 0.6 0.8 0.8 0.8 

SBI Buy 2,586 35.3 0.4 0.3 0.4 0.6 7.2 6.5 7.8 10.9 0.7 0.7 0.6 0.5 

UBI Sell 206 2.8 -0.6 -0.0 0.0 0.2 -10.6 -0.3 0.5 2.8 0.6 0.6 0.6 0.5 

NBFCs Reco 
Market Cap RoA % RoE % P/ABVx 

Rs bn USD bn FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E 

HDFC BUY 4,610 61.5 3.6 2.1 2.3 2.3 21.7 12.4 13.7 14.4 2.3 2.1 1.9 1.7 

LICHF HOLD 220 2.9 1.2 1.2 1.3 1.3 13.9 14.3 14.5 13.8 1.4 1.3 1.2 1.1 

BAF HOLD 2,931 39.1 3.6 2.6 3.9 4.3 20.2 12.6 19.4 22.7 9.4 8.8 7.5 6.2 

CIFC BUY 354 4.7 1.7 2.2 2.6 2.8 14.7 16.9 18.0 18.4 4.7 4.1 3.5 2.9 

MMFS HOLD 121 1.6 1.3 1.7 2.4 2.7 8.1 9.6 12.1 13.6 1.4 1.9 1.7 1.5 

MGMA HOLD 11 0.2 0.2 0.8 1.2 1.4 1.0 4.7 6.6 7.0 0.5 0.5 0.4 0.4 

SCUF HOLD 74 1.0 3.3 2.8 3.0 3.3 14.7 11.7 11.5 12.7 1.2 1.0 0.9 0.9 

SHTF HOLD 296 4.0 2.3 1.2 1.6 2.4 14.8 7.7 10.0 14.2 2.2 2.2 1.9 1.6 

LTFH HOLD 190 2.5 1.5 1.3 1.7 2.1 11.1 9.1 11.5 13.3 1.6 1.5 1.4 1.3 

Insurance Reco 
Market Cap RoEV % RoE % P/EVx 

Rs bn USD bn FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E FY20 FY21E FY22E FY23E 

ICICI Pru Hold 741 9.9 15.2 13.2 13.9 14.2 15.0 20.4 20.1 21.8 3.3 2.8 2.5 2.1 

HDFC Life Buy 1,450 19.3 18.1 17.2 17.6 18.2 20.8 22.5 21.8 21.3 7.0 5.8 5.0 4.2 

SBI Life Buy 911 12.1 17.4 16.1 15.7 15.7 17.4 19.0 18.2 17.9 3.4 3.0 2.6 2.3 

Max Financial Buy 191 2.6 20.3 20.0 19.3 18.7 17.2 18.3 19.9 21.5 2.0 1.7 1.5 1.3 

Source: Emkay Research 
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Credit growth remains sub-par but prospects improving 

Systemic credit growth remains moderate at ~6% yoy though there is some pick-up in select 

retail segments such as home loans, PL and car finance, while growth in PL and CV remains 

lackluster. Amid the fear of likely slowdown after the festive cheer, demand dynamics in 

mortgages and the auto segment except CVs remain strong with banks leading from the front. 

Corporate loan growth remained subdued to disintermediation by bond markets but Q4 should 

see some seasonal pick-up. Deposit growth continues to be far higher at 11% yoy, reflecting 

systemic deposit trend backed by strong traction in CASA deposits, which we believe will support 

margins a bit amid falling LDRs and interest reversal on NPAs. Some banks have provided 

business update, where too deposit growth has been far stronger, while credit acceleration was 

seen in some banks such as HDFCB, Bandhan and CSB.  

Exhibit 8: Moderate credit growth but deposit growth remains strong driven by CASA growth 

 
Source: Emkay Research 

Exhibit 9: Barring corporate, other segments reported a slight pick-up of which agri grew the most 

 
Source: Emkay Research 

Exhibit 10: Economic recovery, unlocking and festive season led to visible growth in select retail 
segments but is now tapering down for Housing 

 
Source:  Research 
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Banks guide for soft asset-quality landing, after a big 
scare 

The SC has reserved the judgment on 17th Dec and has asked affected parties to submit their 

written submission. If the SC removes the stay, then Banks will have to report slippages of both 

Q2 and Q3 now leading to optically higher NPA. If the SC gives a 90-day grace period as 

demanded by petitioners, then slippages in Q3 would be limited and the cumulative effect of 

slippages would shift to Q4. However, we believe banks would disclose pro forma slippages and 

NPA if the SC does not remove the stay before the quarterly results. Our discussion with the 

bankers suggests that overall stress formation has been lower than expected, even to their 

surprise, but caution to remain watchful for any tail-end risk flowing through in FY22. That said, 

we expect banks to prudently provide for actual/pro forma NPAs as well as restructuring in Q3.  

Exhibit 11: Bounce rates have improved in the month of November but still remain elevated 

 
Source: Emkay Research, Emkay Research 

Exhibit 12: Fresh slippages are expected to be higher due to 
addition of untagged slippages from expected removal of SC stay 

 
Source: Emkay Research 

Exhibit 13: …leading to a higher slippage ratio 
 

 
Source: Emkay Research 

 

Exhibit 14: Higher slippages during the quarter may lead to increase 
in GNPA but to a limited extent 

 
Source: Emkay Research 

Exhibit 15: Cushion of higher PCR to support NNPAs 
 

 
Source: Emkay Research 
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Exhibit 16: GNPA to inch up across large banks with addition of 
untagged slippages from Q2; YES to see the highest movement 

 
Source: Emkay Research 

Exhibit 17: Within Mid-size banks, CUB to witness the highest 
movement in NPA formation  

 
Source: Emkay Research 

 

Exhibit 18: AU SFB to see a marginal increase while other New-age 
banks to witness significantly higher NPA formation 

   

Source: Emkay Research 

Exhibit 19: SBI and Union to see a relatively higher NPA formation 
compared with peers 

   

Source: Emkay Research 

Exhibit 20: GNPAs reported in Q2FY21 would have been higher had the stay on NPA tagging not 
been in place 

 
Source: Emkay Research, Company 

 

Prudent provisioning despite better-than-expected 
recovery should keep earnings growth in check 

We expect overall PPoP growth to be tad moderate due to lower treasury gains, some softness 

in NIMs due to lower LDR/interest reversal and moderate pick-up in opex as operations 

normalize. Amid better-than-expected asset-quality experience, we believe incremental 

contingent provisioning will be limited for banks with otherwise strong provisioning buffer (for 

e.g., ICICI, Axis and Bandhan), while some may use the opportunity to shore up the provisioning 

buffer (for e.g., IndusInd and RBL).   
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Exhibit 21: Despite a decent NII growth, lower treasury gains and higher opex coupled with 
prudent provisioning to keep earnings under pressure 

(Rs bn) 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21E YoY % QoQ % 

NII  993   964   1,043   1,096   1,092  10.0 -0.4 

Non-interest Income  445   520   382   404   440  -1.2 8.8 

Total Net Income  1,438   1,484   1,425   1,500   1,532  6.5 2.1 

PPOP  765   708   799   819   825  7.8 0.8 

LLP  681   836   553   454   564  -17.2 24.3 

PAT  38   -155   187   269   195  414.7 -27.6 

PAT - PVBs  -4   59   139   187   171  NA -8.5 

PAT - PSBs  42   -214   47   82   24  -42.8 -70.9 

Source: Emkay Research 

Exhibit 22: Expect a pickup in NII growth only for PVBs led by 
growth in high-margin retail business, while PSBs to see a 
moderation 

 
Source: Emkay Research 

Exhibit 23: NII growth, treasury gains and pick-up in fee income to 
drive PPOP growth for PVBs 
 

 
Source: Emkay Research 

Exhibit 24: Margins likely to remain stable for large banks except for 
that of Yes bank 

 
Source: Emkay Research, Emkay Research 

Exhibit 25: RBL likely to report better margins among mid-sized 
banks 

 
Source: Emkay Research, Emkay Research 

Exhibit 26: Equitas to witness the most margin pressure among 
new-age banks 

 
Source: Emkay Research 

Exhibit 27: Margins for PSUs overall are likely to remain under 
pressure  

 
Source: Emkay Research 
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Exhibit 28: Summary of financial estimates – Q3FY21E 

Banks NII PPoP PAT 

Rs mn 3QFY21E YoY % QoQ % 3QFY21E YoY % QoQ % 3QFY21E YoY % QoQ % 

Large Private               

Axis 75,149 16.5 2.6 69,245 20.6 0.4 18,819 7.1 11.8 

HDFC 166,890 17.8 5.8 146,067 12.8 5.7 81,979 10.5 9.1 

ICICI 94,906 11.1 1.3 82,156 8.8 -0.6 37,121 -10.5 -12.7 

IndusInd 32,913 7.1 0.4 29,064 5.4 1.9 6,266 -52.1 -5.5 

Kotak 38,867 13.3 -0.7 29,424 23.2 -10.8 16,937 6.1 -22.5 

Yes 18,742 76.0 -5.0 11,402 NA -16.2 -8,761 NA NA 

Small-Mid Private              

City Union 4,768 11.6 0.4 3,705 20.1 -3.7 1,009 -47.5 -36.0 

DCB 3,322 2.8 -0.5 2,073 9.2 -7.8 550 -43.1 -33.2 

Federal 13,933 20.6 1.0 9,932 33.5 -1.3 3,010 -31.7 -2.2 

Karur Vysya 5,854 1.4 -2.7 4,352 13.2 -3.0 289 93.0 -74.8 

RBL 10,006 8.5 7.4 8,114 10.8 12.7 926 32.4 -35.8 

New Age/SFBs              

AU SFB 5,890 16.2 5.1 7,889 152.2 69.2 4,352 128.9 35.2 

Bandhan 19,869 29.0 3.3 16,631 31.6 2.2 6,945 -5.0 -24.5 

Equitas 4,634 20.8 0.5 2,134 34.7 -2.9 675 -28.2 -34.4 

Ujjivan 4,793 12.4 2.0 2,248 56.1 -3.2 646 -27.9 -32.7 

PSBs              

BOB 74,526 4.5 -0.7 54,329 9.6 -2.1 -3,954 NA NA 

Canara 61,165 15.3 -2.9 43,276 17.9 -6.7 1,842 -75.9 -58.6 

Indian 41,311 25.5 -0.3 29,236 3.8 -2.4 2,573 NA -37.6 

PNB 69,476 6.9 -17.2 51,973 -7.4 -8.4 -4,358 NA NA 

SBI 281,959 1.5 0.1 181,579 -0.4 10.3 30,061 -46.2 -34.3 

UBI 62,874 0.6 -0.1 40,307 -28.6 -14.9 -2,151 NA NA 

Source: Emkay Research 

NBFCs – Growth to remain on back foot as asset-quality 
recognition begins 

We expect a sharp improvement in disbursements and collections in Q3 compared to the 

previous quarter on normalization of activities and a strong festive season. We expect NBFCs to 

continue to report elevated levels of liquidity on their balance sheet as they remain cautious 

before lending and opportunities remain selective. We believe asset-quality pain will emerge 

from this quarter; however, the extent of restructuring to be limited as managements choose not 

to over-risk. We expect HDFC Ltd (Buy with a TP of 2,980) to bounce back sharply due to strong 

mortgage demand on the back of lower interest rates, price cuts by developers and stamp duty 

cuts – with industry real estate loans growing by 29% over the same quarter last year. We believe 

CIFC (Buy with a TP of 531) will gain market share on the back of its deep rural penetration and 

a diversified loan book and liability franchise. We expect relatively weak performance from MMFS 

due to market share loss in tractors and a sizeable cab aggregator/tours and travel portfolio. 

Exhibit 29: NBFCs’ AUM growth to moderate further but soon could bottom out 

 
Source: Emkay Research 
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Exhibit 30: Summary of financial estimates for NBFCs under our coverage – Q3FY21 

NBFCs NII PPoP PAT 

Rs mn 3QFY21 YoY % QoQ % 3QFY21 YoY % QoQ % 3QFY21 YoY % QoQ % 

Bajaj Finance 45,576 1% 9% 32,012 7% 6% 12,050 -25% 25% 

Chola 11,747 9% -6% 8,055 22% -10% 4,126 6% -4% 

HDFC 34,812 18% 2% 35,464 14% -11% 23,254 -72% -19% 

LICHF 12,439 1% 0% 10,962 -4% -2% 6,826 14% -14% 

LTFH 17,069 -7% 5% 12,477 -5% 7% 5,511 -7% 123% 

MAGMA 2,746 -8% -11% 1,272 -14% -29% 264 18% -31% 

MMFS 14,173 3% 2% 9,823 11% -5% 3,070 -16% 1% 

SCUF 8,574 -9% -2% 5,234 -9% -7% 2,339 -21% -9% 

SHTF 20,617 -1% 1% 15,695 -4% 0% 6,867 -22% 0% 

Source: Emkay Research 

 

Insurance – Moderate growth but margins remain strong 

Though retail APEs may remain weak yoy, we expect robust improvement on a sequential basis, 

with the country moving from one unlock to another. We expect VNB margins for our insurance 

universe to remain healthy due to the rising share of traditional products vs. ULIPs. We remain 

concerned about the recent fall in yields due to the consistent accommodative policy from the 

RBI as this decline would adversely impact guaranteed return products such as ‘Sanchay’ for 

HDFC Life, which had seen strong traction in the previous year. We expect strong growth 

momentum in Q3 for HDFC Life, SBI Life and Max Life but a weak quarter for IPru Life. 

Exhibit 31: Financial summary of Insurance – Q3FY21E 

Insurance 
GWP (Rs mn) APE (Rs mn) VNB Margin (%) PAT (%) 

3QFY21E YoY% QoQ% 3QFY21E YoY% QoQ% 3QFY21E Bps YoY Bps QoQ 3QFY21E YoY% QoQ% 

ICICI Pru Life 85,887 4% -2% 18,090 -9% 34% 27.5%          11.0         660.0  3,430 13% 13% 

HDFC Life 99,177 24% -3% 21,110 17% 1% 26.0%          30.0         137.0  3,621 45% 11% 

SBI Life 121,495 3% -7% 31,348 -5% 17% 19.5%          68.0         116.0  3,353 -14% 8% 

Max Life 46,320 19% 2% 12,951 25% 10% 22.0%      (614.0)        101.0  4481 175% 11% 

Source: Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Source: Company, Emkay Research 

 

  

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Axis Bank        

Growth remains moderate, but already higher provisioning 

buffer should lead to reasonable profitability. Slippages could 

remain elevated including proforma for 2Q. Corporate stress 

includes SREI group, Future retail. 

CMP(Rs) 664 NII (Rs mn) 75,149 73,261 64,530 16.5% 2.6% 

Mkt Cap (Rs bn) 2,034 Op. Profit (Rs mn) 69,245 68,977 57,427 20.6% 0.4% 

Reco Buy NIM (%) 3.6 3.6 3.6 -2bps -3bps 

  PAT (Rs mn) 18,819 16,827 17,570 7.1% 11.8% 

  EPS (Rs) 6.1 5.5 5.7 7.1% 11.8% 

HDFC Bank        

Credit growth remains healthy, while margins should improve 

a bit from sharp fall in 1Q. However, higher base should lead 

to moderate profit growth. Overall asset quality to remain stable 

given healthy collection efficiency 

CMP(Rs) 1427 NII (Rs mn) 166,890 157,764 141,729 17.8% 5.8% 

Mkt Cap (Rs bn) 7,858 Op. Profit (Rs mn) 146,067 138,138 129,454 12.8% 5.7% 

Reco BUY NIM (%) 4.2 4.1 4.2 -2bps 8bps 

  PAT (Rs mn) 81,979 75,131 74,165 10.5% 9.1% 

  EPS (Rs) 14.9 13.6 13.5 10.5% 9.1% 

ICICI Bank         

Overall growth remains moderate due to drag from 

corporate/overseas book, but mortgages and auto finance 

remains strong. Overall profitability to remain healthy including 

one-off gain from I-Sec. Overall slippages to inch-up qoq 

including proforma slippages of 2Q, but bank remains well 

provided 

CMP(Rs) 537 NII (Rs mn) 94,906 93,660 85,453 11.1% 1.3% 

Mkt Cap (Rs bn) 3,709 Op. Profit (Rs mn) 82,156 82,611 75,486 8.8% -0.6% 

Reco BUY NIM (%) 3.5 3.6 3.8 -22bps -2bps 

  PAT (Rs mn) 37,121 42,513 41,465 -10.5% -12.7% 

  EPS (Rs) 5.4 6.2 6.0 -10.5% -12.7% 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

IndusInd Bank         

The bank would strive to accelerate provision cover leading to 

sub-par profitability. Slippages to be elevated including pro 

forma from Q2 and elevated stress in CV, LAP and real-estate 

book. 

CMP(Rs) 922 NII (Rs mn) 32,913 32,780 30,742 7.1% 0.4% 

Mkt Cap (Rs bn) 698 Op. Profit (Rs mn) 29,064 28,520 27,577 5.4% 1.9% 

Reco Hold NIM (%)  4.3   4.3   4.4  -9bps -8bps 

  PAT (Rs mn) 6,266 6,631 13,092 -52.1% -5.5% 

  EPS (Rs)  8.3   8.8   17.3  -52.1% -5.5% 

Kotak Bank        

Overall growth to remain moderate, while profitability too 

should moderate qoq due to higher opex and lower other 

income. Overall NPA formation to remain moderate barring 

some stress in CV. 

CMP(Rs) 1960 NII (Rs mn) 38,867 39,132 34,295 13.3% -0.7% 

Mkt Cap (Rs bn) 3,881 Op. Profit (Rs mn) 29,424 32,975 23,880 23.2% -10.8% 

Reco Hold NIM (%)  4.5   4.5   4.7  -18bps -1bps 

  PAT (Rs mn) 16,937 21,845 15,959 6.1% -22.5% 

  EPS (Rs)  8.6   11.0   8.1  6.1% -22.5% 

Yes Bank        

Deposit growth has been far stronger, while credit growth has 

improved a bit. Elevated provisions could lead to loss. Higher 

pro forma slippages from 2Q as well as fresh stress could lead 

to elevated slippages. 

CMP(Rs) 18 NII (Rs mn) 18,742 19,734 10,646 76.0% -5.0% 

Mkt Cap (Rs bn) 451 Op. Profit (Rs mn) 11,402 13,600 -65 NA -16.2% 

Reco Sell NIM (%)  2.9   3.1   1.4  149bps -21bps 

  PAT (Rs mn) -8,761 1,294 -185,604 NA NA 

  EPS (Rs)  (0.3)  0.1   (7.4) NA NA 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

City Union Bank        

Elevated provisions could keep earnings under pressure. 

Overall slippages could remain elevated and so even 

restructuring pool (4-5%) with some spillover in Q4. 

CMP(Rs) 183 NII (Rs mn) 4,768 4,751 4,272 11.6% 0.4% 

Mkt Cap (Rs bn) 135 Op. Profit (Rs mn) 3,705 3,847 3,084 20.1% -3.7% 

Reco Hold NIM (%)  4.1   4.1   4.0  10bps -6bps 

  PAT (Rs mn) 1,009 1,577 1,924 -47.5% -36.0% 

  EPS (Rs)  1.4   2.1   2.6  -47.5% -36.0% 

DCB Bank        

Subdued growth, margins and elevated provisions should 

weigh on earnings. Slippages to remain lower yoy but should 

be up qoq. 

CMP(Rs) 
125 

NII (Rs mn) 3,322 3,339 3,231 2.8% -0.5% 

Mkt Cap (Rs bn) 39 Op. Profit (Rs mn) 2,073 2,248 1,899 9.2% -7.8% 

Reco Sell NIM (%)  3.7   3.7   3.7  5bps 1bps 

  PAT (Rs mn) 550 823 967 -43.1% -33.2% 

  EPS (Rs)  1.8   2.7   3.1  -43.1% -33.2% 

Federal Bank        

Amid moderate stress formation, we expect the bank to 

accelerate PCR, keeping earnings under check. 

Slippages/restructuring to be lower than earlier expected 

CMP(Rs) 72 NII (Rs mn) 13,933 13,798 11,549 20.6% 1.0% 

Mkt Cap (Rs bn) 144 Op. Profit (Rs mn) 9,932 10,065 7,438 33.5% -1.3% 

Reco Buy NIM (%)  3.1   3.1   3.0  12bps -1bps 

  PAT (Rs mn) 3,010 3,076 4,406 -31.7% -2.2% 

  EPS (Rs)  1.5   1.5   2.2  -31.7% -2.2% 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Karur Vysya Bank        

Sub-par growth, margins and elevated provisions should lead 

to depressed earnings. Overall slippages may remain elevated 

due to stress in SME and mid-corporates. 

CMP(Rs) 48 NII (Rs mn) 5,854 6,015 5,771 1.4% -2.7% 

Mkt Cap (Rs bn) 39 Op. Profit (Rs mn) 4,352 4,488 3,846 13.2% -3.0% 

Reco Hold NIM (%)  3.3   3.5   3.3  -5bps -19bps 

  PAT (Rs mn) 289 1,149 150 93.0% -74.8% 

  EPS (Rs)  0.4   1.4   0.2  93.0% -74.8% 

RBL Bank        

Subdued growth and elevated provisions could keep earnings 

under pressure. Slippages could be elevated given stress in 

SME, BB and Cards. 

CMP(Rs) 251 NII (Rs mn) 10,006 9,321 9,227 8.5% 7.4% 

Mkt Cap (Rs bn) 150 Op. Profit (Rs mn) 8,114 7,198 7,322 10.8% 12.7% 

Reco Hold NIM (%)  4.6   4.3   4.6  3bps 26bps 

  PAT (Rs mn) 926 1,442 700 32.4% -35.8% 

  EPS (Rs)  1.5   2.4   1.2  32.4% -35.8% 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

AU SFB   
     

One-off gain from stake sale in Aavas Finance could lead to 

strong profitability. Slippages could remain optically elevated 

including pro forma slippages from Q2, but overall collection 

efficiency is healthy. 

CMP(Rs) 885 NII (Rs mn) 5,890 5,606 5,068 16.2% 5.1% 

Mkt Cap (Rs bn) 271 Op. Profit (Rs mn) 7,889 4,663 3,128 152.2% 69.2% 

Reco Hold NIM (%)  5.5   5.3   5.6  -13bps 20bps 

  PAT (Rs mn) 4,352 3,219 1,902 128.9% 35.2% 

  EPS (Rs)  14.2   10.5   6.2  128.9% 35.2% 

Bandhan Bank        

Overall profitability to remain healthy on the back of strong 

growth, margins and heavy lifting in terms of provisions being 

already behind. Slippages could be elevated in MFI but largely 

on guided lines. 

CMP(Rs) 402 NII (Rs mn) 19,869 19,231 15,402 29.0% 3.3% 

Mkt Cap (Rs bn) 647 Op. Profit (Rs mn) 16,631 16,275 12,638 31.6% 2.2% 

Reco Buy NIM (%)  7.9   8.0   7.9  2bps -8bps 

  PAT (Rs mn) 6,945 9,200 7,310 -5.0% -24.5% 

  EPS (Rs)  4.3   5.7   4.5  -5.0% -24.5% 

Equitas SFB        

Elevated provisions could weigh on earnings. Slippages could 

be elevated due to stress in CV, LAP and MFI.  

CMP(Rs) 69 NII (Rs mn) 4,634 4,612 3,836 20.8% 0.5% 

Mkt Cap (Rs bn) 23 Op. Profit (Rs mn) 2,134 2,197 1,584 34.7% -2.9% 

Reco Buy NIM (%)  8.5   9.0   9.2  -63bps -48bps 

  PAT (Rs mn) 675 1,030 940 -28.2% -34.4% 

  EPS (Rs)  0.6   0.9   0.8  -28.2% -34.4% 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY20 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Ujjivan Small Finance       

Moderate growth, rising opex and provisions could keep 

earnings under check. Slippages to be elevated due to higher 

stress in the MFI book. 

CMP(Rs) 279 NII (Rs mn) 4,793 4,701 4,265 12.4% 2.0% 

Mkt Cap (Rs bn) 34 Op. Profit (Rs mn) 2,248 2,322 1,440 56.1% -3.2% 

Reco Sell NIM (%)  10.2   10.2   10.9  -65bps 5bps 

  PAT (Rs mn) 646 960 897 -27.9% -32.7% 

  EPS (Rs)  5.3   7.9   7.4  -27.9% -32.7% 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Bank of Baroda        

Moderate treasury gains, rising opex and elevated provisions 

should keep earnings under pressure. Overall slippages and 

restructuring pool to be moderate than expected. No major 

corporate NPAs.  

CMP(Rs) 66 NII (Rs mn) 74,526 75,075 71,291 4.5% -0.7% 

Mkt Cap (Rs bn) 303 Op. Profit (Rs mn) 54,329 55,518 49,585 9.6% -2.1% 

Reco Buy NIM (%)  2.8   2.9   2.8  -5bps -11bps 

  PAT (Rs mn) -3,954 16,786 -14,070 NA NA 

  EPS (Rs)  (0.9)  3.6   (3.0) NA NA 

Canara Bank        

Elevated provisions and banks stance to improve PCR should 

keep earnings in check. Fresh slippages could be elevated 

including some stress from SME segment. 

CMP(Rs) 135 NII (Rs mn) 61,165 62,965 53,064 15.3% -2.9% 

Mkt Cap (Rs bn) 223 Op. Profit (Rs mn) 43,276 46,398 36,701 17.9% -6.7% 

Reco Hold NIM (%)  2.8   2.8   2.4  47bps 1bps 

  PAT (Rs mn) 1,842 4,444 7,644 -75.9% -58.6% 

  EPS (Rs)  1.1   2.7   4.6  -75.9% -58.6% 

Indian Bank        

Moderate treasury gains, elevated provisions should lead to 

lower earnings. Slippages could remain elevated. Corporate 

stress pool includes exposure to Srei Group and MMTC. 

CMP(Rs) 88 NII (Rs mn) 41,311 41,440 32,927 25.5% -0.3% 

Mkt Cap (Rs bn) 99 Op. Profit (Rs mn) 29,236 29,949 28,164 3.8% -2.4% 

Reco Hold NIM (%)  3.0   3.0   2.7  33bps 5bps 

  PAT (Rs mn) 2,573 4,122 -17,392 NA -37.6% 

  EPS (Rs)  2.3   3.7   (15.4) NA -37.6% 

Source: Company, Emkay Research 
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BFSI – Banks Q3FY21E Result Preview (contd.) 

Name   Q3FY21E Q2FY21 Q3FY20 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Punjab National bank        

Elevated provisions could keep bank in loss. Slippages to 

remain elevated given stress in SME and small value loans. 

CMP(Rs) 
36 

NII (Rs mn) 69,476 83,932 64,966 6.9% -17.2% 

Mkt Cap (Rs bn) 373 Op. Profit (Rs mn) 51,973 56,749 56,129 -7.4% -8.4% 

Reco Sell NIM (%)  2.7   3.2   2.0  65bps -52bps 

  PAT (Rs mn) -4,358 6,208 -1,770 NA NA 

  EPS (Rs)  (0.4)  0.6   (0.2) NA NA 

State Bank of India         

Overall profitability to remain strong due to healthy margins and 

one-off gains from UTI MF stake sale. Slippages including pro 

forma for Q2 after some claw back could remain elevated. 

Overall restructuring to be contained 

CMP(Rs) 282 NII (Rs mn) 281,959 281,815 277,788 1.5% 0.1% 

Mkt Cap (Rs bn) 2,515 Op. Profit (Rs mn) 181,579 164,598 182,226 -0.4% 10.3% 

Reco Buy NIM (%)  3.0   3.1   3.1  -1bps -3bps 

  PAT (Rs mn) 30,061 45,742 55,834 -46.2% -34.3% 

  EPS (Rs)  3.4   5.1   6.3  -46.2% -34.3% 

Union Bank of India         

Sub-par growth, lower margins and elevated provisions could 

keep bank in loss. Slippages to remain elevated including from 

SME and mid-corporates. 

CMP(Rs) 
32 

NII (Rs mn) 62,874 62,929 62,503 0.6% -0.1% 

Mkt Cap (Rs bn) 205 Op. Profit (Rs mn) 40,307 47,348 56,436 -28.6% -14.9% 

Reco Sell NIM (%)  2.6   2.5   2.7  -12bps 4bps 

  PAT (Rs mn) -2,151 5,167 11,751 NA NA 

  EPS (Rs)  (0.3)  0.8   1.8  NA NA 

Source: Company, Emkay Research 
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BFSI – NBFCs Q3FY21E Result Preview (contd.) 

Name   Dec’20E Sep’20 Dec’19 
% Chg  

YoY 
% Chg  

QoQ 
Comments 

Bajaj Finance         

CMP(Rs) 5,082 NII (Rs mn) 45,576 41,652 45,347 0.50% 9.42% Bajaj Finance’s AUM has de-grown by 1% yoy and but grew 
at 4.8% sequentially in an otherwise best quarter as the 
company remained risk-averse. Customer franchise has come 
in at 46.3mn in Q3 vs. 44.1mn in Q2. The company sits on 
adequate liquidity buffer of Rs146bn. We await commentary 
on demand recovery. 

Mkt Cap (Rs bn) 3,031 Op. profit (Rs mn) 32,012 30,059 30,008 6.68% 6.50% 

Reco Hold NIM (%) 12.99% 12.11% 12.93%  6 bps  87 bps 

  PAT (Rs mn) 12,050 9,649 16,141 -25.35% 24.89% 

  EPS (Rs) 20.1 16.1 26.9 -25.45% 24.89% 

Cholamandalam Finance         

CMP(Rs) 431 NII (Rs mn) 11,747 12,512 10,825 8.5% -6.1% We expect disbursements to fall 19% yoy due to weakness in 
MHCV/Bus segments. However, going ahead, we expect 
CIFC to revive sharply on the back of a strong liability franchise 
and robust underwriting processes. We await commentary on 
demand outlook, asset quality and restructuring. 

Mkt Cap (Rs bn) 356 Op. profit (Rs mn) 8,055 8,996 6,581 22.4% -10.5% 

Reco Buy NIM (%) 7.04% 7.66% 7.21% -15 bps -62 bps 

  PAT (Rs mn) 4,126 4,319 3,885 6.2% -4.5% 

  EPS (Rs) 5.0 5.3 5.0 1.3% -4.5% 

HDFC Limited         

CMP(Rs) 2,661 NII (Rs mn) 34,812 34,260 29,578 17.69% 1.61% With retail loan disbursements growing by 26% in Q3FY20 
level, we expect HDFC’s AUM growth to be at ~9%on the back 
of pent-up demand in the retail segment, stamp duty cuts and 
low interest rates. Trend in commercial real estate portfolio will 
be a key monitorable. We await management commentary on 
NIMs and market share.    

Mkt Cap (Rs bn) 4,750 Op. profit (Rs mn) 35,464 39,678 31,182 13.73% -10.62% 

Reco Buy NIM (%) 3.25 3.30 3.30 -5 bps -5 bps 

  PAT (Rs mn) 23,254 28,701 83,725 -72.23% -18.98% 

  EPS (Rs) 13.1 16.2 48.3 -72.84% -19.14% 

Source: Company, Emkay Research 
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BFSI – NBFCs Q3FY21E Result Preview (contd.) 

Name   Dec’20E Sep’20 Dec’19 
% Chg  

YoY 
% Chg  

QoQ 
Comments 

LIC Housing Finance         

CMP(Rs) 435 NII (Rs mn) 12,439 12,380 12,279 1.30% 0.48% Loan book is expected to grow by 6% yoy as demand has 
improved for residential real estate. Asset quality and 
moratorium numbers will be key monitorables. We are 
watchful of any development around capital raise. 

Mkt Cap (Rs bn) 206 Op. profit (Rs mn) 10,962 11,202 11,430 -4.09% -2.14% 

Reco Hold NIM (%) 2.31% 2.34% 2.40% -9 bps -3 bps 

  PAT (Rs mn) 6,826 7,909 5,975 14.23% -13.70% 

  EPS (Rs) 13.5 15.7 11.8 14.23% -13.70% 

Mahindra Finance         

CMP(Rs) 195 NII (Rs mn) 14,173 13,913 13,717 3.32% 1.87% Mahindra Finance could surprise on strong tractor volumes, 
and revival in other segments. PAT may remain a bit weak due 
to another quarter of elevated credit costs. Management 
commentary on disbursements, sustainability of rural recovery 
and asset quality would be key monitorables. 

Mkt Cap (Rs bn) 233 Op. profit (Rs mn) 9,823 10,311 8,883 10.58% -4.74% 

Reco Hold NIM (%) 6.97% 6.83% 7.38% -41 bps 14 bps 

  PAT (Rs mn) 3,070 3,035 3,653 -15.95% 1.15% 

  EPS (Rs) 2.5 2.5 5.9 -57.99% 1.15% 

Shriram City Union Finance         

CMP(Rs) 1,118 NII (Rs mn) 8,574 8,782 9,468 -9.44% -2.36% AUM may grow sequentially on the back of SME/2W 
disbursements. NIMs are expected to marginally decline on 
continuing cash drag and elevated cost of funds. Asset quality 
particularly in the SME book is a key monitorable. Await 
management commentary on gold loans. 

Mkt Cap (Rs bn) 71 Op. profit (Rs mn) 5,234 5,621 5,725 -8.59% -6.89% 

Reco Hold NIM (%) 12.33% 12.55% 12.78% - 45 bps -22 bps 

  PAT (Rs mn) 2,339 2,569 2,968 -21.19% -8.96% 

  EPS (Rs) 35.5 38.9 45.0 -21.19% -8.96% 

Source: Company, Emkay Research 
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BFSI – NBFCs Q3FY21E Result Preview (contd.) 

Name   Dec’20E Sep’20 Dec’19 
% Chg  

YoY 
% Chg  

QoQ 
Comments 

L&T Finance         

CMP(Rs) 103 NII (Rs mn) 17,069 16,201 18,445 -7.46% 5.35% Rural business may show signs of improvement collections in 
loan disbursals due to a strong rural economy. Leadership in 
tractor book is to be monitored. Changing business model 
toward retailization remains interesting to watch. Size of de-
focused book will be a key monitorable.   

Mkt Cap (Rs bn) 206 Op. profit (Rs mn) 12,457 11,618 13,146 -5.24% 7.22% 

Reco Hold NIM (%) 6.7% 5.0% 6.0% 70 bps 170 bps 

  PAT (Rs mn) 5,511 2,477 5,915 -6.82% 122.47% 

  EPS (Rs) 2.95 1.23 2.96 -0.22% 138.95% 

Shriram Transport Finance         

CMP(Rs) 1,307 NII (Rs mn) 20,617 20,427 20,779 -0.78% 0.93% We expect AUM growth to decline marginally qoq but report a 
2% yoy growth. We like SHTF’s collection mechanism, and 
expect the company to report strong collection efficiency. We 
await management commentary on the cyclical revival of CVs 
portfolio (infra activities last to recover).  

Mkt Cap (Rs bn) 303 Op. profit (Rs mn) 15,695 15,759 16,307 -3.75% -0.40% 

Reco Buy NIM (%) 7.3% 7.3% 7.7% -31 bps 9 bps 

  PAT (Rs mn) 6,867 6,846 8,792 -21.89% 0.32% 

  EPS (Rs) 27.12 27.79 38.75 -30.01% -2.40% 

Source: Company, Emkay Research 
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BFSI – Insurance Q3FY21E Result Preview (contd.) 

Name   Dec’20E Sep’20 Dec’19 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

ICICI Prudential Life         

CMP (Rs) 526 GWP (Rs mn) 85,887 82,637 87,335 3.9% -1.7% We expect IPRU to remain a laggard in terms of premium 
growth, given the continued stress in ULIPs. However, the 
traction in the low-ticket, high-margin protection segment, 
restart of Par product sales and return to annual policies 
should aid growth. The VNB margin is likely to expand to 
27.5% (+31bps over Q3FY20) on favorable mix. 

Mkt Cap (Rs bn) 755 APE (Rs mn) 18,090 19,906 13,488 -9.1% 34.1% 

Reco Hold VNB Margin (%) 27.50% 20.90% 27.39% 31.6% 0.4% 

  PAT (Rs mn) 3,430 3,025 3,025 13.4% 13.4% 

  EPS (Rs) 2.39 2.11 2.11 13.5% 13.5% 

HDFC Life         

CMP(Rs) 717 GWP (Rs mn) 99,177 80,011 1,01,825 24.0% -2.6% We believe that HDFCL’s margin will improve to 26% on 
scaling of Par product ‘Sanchay Par advantage’ as well as the 
gradual rise in share of protection products. 

Mkt Cap (Rs bn) 1,449 APE (Rs mn) 21,110 18,122 20,949 16.5% 0.8% 

Reco Buy VNB Margin (%) 26.00% 24.63% 25.70% 5.6% 1.2% 

  PAT (Rs mn) 3,621 2,502 3,261 44.7% 11.0% 

  EPS (Rs) 1.77 1.24 1.61 42.7% 9.9% 

SBI Life         

CMP(Rs) 936 GWP (Rs mn) 1,21,495 1,17,597 1,30,897 3.3% -7.2% We expect SBIL to report a 3% premium growth qoq, 
supported by healthy traction in group premium and growth 
across products. We expect the VNB margin to expand to 
19.5%, helped by the launch of new products in FY20 in 
annuity and non-par guaranteed products. 

Mkt Cap (Rs bn) 936 APE (Rs mn) 31,348 32,998 26,779 -5.0% 17.1% 

Reco Buy VNB Margin (%) 19.50% 18.34% 18.82% 6.3% 3.6% 

  PAT (Rs mn) 3,353 3,898 3,112 -14.0% 7.8% 

  EPS (Rs) 3.35 3.90 3.00 -14.0% 11.8% 

Source: Company, Emkay Research 
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BFSI – Insurance Q3FY21E Result Preview (contd.) 

Name   Dec’20E Sep’20 Dec’19 
% Chg 

YoY 
% Chg 

QoQ 
Comments 

Max Financial         

CMP(Rs) 727 GWP (Rs mn) 46,320 38,790 45,320 19.4% 2.2% We expect MAXL to report APE growth of 24.6%, led by 
traction in group insurance business. We expect the VNB 
margin to expand to 22% on a change in product mix toward 
high-margin segments.  

Mkt Cap (Rs bn) 251 APE (Rs mn) 12,951 10,393 11,738 24.6% 10.3% 

Reco Buy VNB Margin (%) 22.00% 20.99% 28.14% 4.8% -21.8% 

  PAT (Rs mn) 4,481 1,629 4,055 175.1% 10.5% 

Source: Company, Emkay Research 
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Exhibit 32: Glossary 

Term Abbreviation Description 

Annualized Premium Equivalent APE 
APE is the sum of annualized first year premiums on regular premium policies and 10% 

of single premiums on the new business written during any period. 

Bancassurance Banca 
An arrangement entered into by an insurance company with banks through which the bank 

sells or markets insurance products of the insurance company to the bank's clients 

Embedded value EV 

It represents the present value of shareholders’ interests in the earnings distributable from 

the assets allocated to the business after sufficient allowance for the aggregate risks in 

the business. It is the sum of retained earnings, invested capital and value in force (VIF). 

It is the value of company's existing business. 

Embedded value operating profit EVOP 

EVOP is a measure of the increase in the EV during any given period due to matters that 

can be influenced by management. It includes value created due to writing off new 

business and positive operating variance due to better persistency and mortality 

experience, better expense efficiencies. It excludes changes in EV due to external factors 

like changes in economic variables and shareholder-related actions like capital injection 

or dividend pay-outs. 

Operating return on embedded value ROEV 
Operating Return on EV is the ratio of EVOP for any given period to the EV at the 

beginning of that period. 

First Year Premium FYP Insurance premium that is due in the first policy year of a life insurance contract 

In-Force - 
An insurance policy or contract, reflected on records, which has not expired, matured or 

otherwise been surrendered or terminated. 

Insurance Penetration - It is the insurance premium as % of GDP for any given period. 

Morbidity Rate - 
It is an estimate of the number of persons that are expected to suffer a disease, illness, 

injury, or sickness and could vary by age or other factor such as occupation, health etc. 

Mortality Charges - 
The risk charges that are deducted from the unit fund of a policy to provide for the mortality 

benefit to the policyholder. 

Mortality Rate - 
An estimate of number of deaths, varying by such parameters as age, gender and health, 

used in pricing and computing policy liabilities. 

New Business Premium NBP 
Insurance premium, which is due in the first policy year of a life insurance contract or 

single lump sum payment from the policyholder. 

New business strain NBS 

New business strain arises when the premium paid at the commencement of a contract is 

not sufficient to cover the initial expenses, including acquisition costs and any 

mathematical reserve that a company needs to set up at that point. 

Participating Product - 

A life insurance policy where the policyholder is entitled to share the surplus emerging in 

participating fund. The current minimum share that the policyholders are entitled to, as per 

the IRDAI regulations, is 90%. 

Persistency Ratio - 

It can be measured in terms of number of policies or in terms of premium underwritten. It 

is in proportion of the business retained from business underwritten E.g. 49th Month 

persistency at 65% will mean that only 65 policies are in force today out of 100 policies 

sold 4 years back. 

Value of New Business VNB 

VNB is the present value of expected future earnings from new policies written during a 

specified period and it reflects the additional value to the shareholders - expected to be 

generated through the activity of writing new policies during a specified period. 

Value of new business margin VNB margin 
VNB margin is the ratio of VNB to New Business APE for a specified period and is a 

measure of the expected profitability of new business. 

Solvency Ratio - 
It is the minimum amount of required capital to run insurance business smoothly. In India, 

it is set at 150% of the requirement by IRDAI. 

Sum Assured SA The amount that an insurer agrees to pay on the occurrence of a stated contingency. 

Source: DRHP, Industry data, Emkay Research 
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Emkay Alpha Portfolio – BFSI-Banks 

EAP sector portfolio 

Company Name 
BSE200 
Weight 

EAP  
Weight 

OW/UW  
(%) 

OW/UW  
(bps) 

EAP Weight 
(Normalised) 

BFSI-Banks 20.99 20.99 0.0% 0 100.00 

Axis Bank 2.23 2.38 7% 15 11.36 

AU Small Finance Bank 0.23 0.20 -13% -3 0.97 

Bandhan Bank 0.37 0.53 44% 16 2.55 

Bank of Baroda 0.11 0.11 1% 0 0.52 

Canara Bank 0.09 0.00 -100% -9 0.00 

City Union Bank 0.17 0.17 -1% 0 0.81 

DCB Bank 0.00 0.00 NA 0 0.00 

Equitas Small Finance Bank 0.00 0.00 NA 0 0.00 

Federal Bank 0.19 0.19 0% 0 0.91 

HDFC Bank 7.28 7.46 2% 18 35.53 

ICICI Bank 4.72 4.91 4% 20 23.41 

Indian Bank 0.00 0.00 NA 0 0.00 

Indusind Bank 0.68 0.78 15% 10 3.73 

Karur Vysya Bank 0.00 0.00 NA 0 0.00 

Kotak Mahindra Bank 3.22 2.59 -19% -63 12.36 

Punjab National Bank 0.11 0.00 -100% -11 0.00 

RBL Bank 0.17 0.15 -14% -2 0.70 

State Bank of India 1.39 1.50 8% 11 7.15 

Ujjivan Small Finance Bank 0.00 0.00 NA 0 0.00 

Union Bank of India 0.03 0.00 -100% -3 0.00 

Yes Bank 0.00 0.00 NA 0 0.00 

Cash 0.00 0.00 NA 0 0.00 

Source: Emkay Research 

* Not under coverage: Equal Weight 

 High Conviction/Strong Over Weight  High Conviction/Strong Under Weight 

Sector portfolio NAV  

 Base     Latest 

 1-Apr-19 9-Jan-20 9-Jul-20 8-Oct-20 8-Dec-20 7-Jan-21 

EAP - BFSI-Banks 100.0 111.4 79.2 81.5 103.9 109.1 

BSE200 Neutral Weighted Portfolio (ETF) 100.0 106.9 78.2 80.0 102.2 107.3 

*Performance measurement base date 1st April 2019 | Source: Emkay Research 

Price Performance (%)  

 1m 3m 6m 12m 

EAP - BFSI-Banks 5.0% 33.8% 37.7% -2.0% 

BSE200 Neutral Weighted Portfolio (ETF) 5.0% 34.1% 37.2% 0.4% 

Source: Emkay Research 

NAV chart 

 
Source: Emkay Research 
 

Please see our model portfolio (Emkay Alpha Portfolio): Nifty 

Please see our model portfolio (Emkay Alpha Portfolio): SMID 

 “Emkay Alpha Portfolio – SMID and Nifty are a supporting document to the Emkay Alpha 
Portfolios Report and is updated on regular intervals” 
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Emkay Rating Distribution 

Ratings Expected Return within the next 12-18 months. 

BUY   Over 15%  

HOLD  Between -5% to 15% 

SELL  Below -5% 

 

Completed Date: 11 Jan 2021 10:16:18 (SGT) 
Dissemination Date: 11 Jan 2021 10:17:18 (SGT) 

 

Sources for all charts and tables are Emkay Research unless otherwise specified. 
 

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 
Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its 
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), 
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with 
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. 
www.emkayglobal.com 
EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014. 
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered 
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a 
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their 
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL 
has   not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled 
by SEBI at any point of time.  
EGFSL offers research services to clients as well as prospects. The analyst 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.  
Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 
2014 with reference to the subject company(s) covered in this report 
EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our 
salespeople, traders, and other professionals 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 may be  
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other 
things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information 
regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended 
for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or which would subject EGFSL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase 
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not 
be construed as official confirmation of any transaction. No part of this document may be used by private customers in United Kingdom. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may 
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks, 
service marks and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein 
is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying 
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market 
and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report 
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  

 This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research 
publication relating to any issuer.  

 Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets 
 
Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), 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 Financial Institutions Regulatory Authority (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 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.  
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer, director or employee of the issuer or the 
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment 
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the 
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests2 
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential 
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as 
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any 
specific investment banking function of the EGFSL. 
 
 
 
 
 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse, 
minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed or obliged to act in accordance with the directions 
or instructions of the analyst. 
 
2 Financial interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant, or 
financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending conducted at the 
arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in 
securities in respect of an issuer or a new listing applicant. 
 
 
 

 
COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 
with reference to the subject company(s) covered in this report-: 
 
1. EGFSL, its subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of January 10, 

2021 
2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report 
        Disclosure of previous investment recommendation produced:  
3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research 

report during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 
recommendations published by EGFSL  in the preceding 12 months.         

4. EGFSL , its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have any material conflict of interest in the 
securities recommended in this report as of January 10, 2021.  

5. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have actual/beneficial ownership of 1% or more 
securities of the subject company at the end of the month immediately preceding the January 10, 2021 

6. EGFSL, its subsidiaries and/or other affiliates and Research Analyst have not received any compensation in whatever form including compensation 
for investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking 
or brokerage services from securities recommended in this report (subject company) in the past 12 months. 

7. EGFSL, its subsidiaries and/or other affiliates and/or and Research Analyst have not received any compensation or other benefits from securities 
recommended in this report (subject company) or third party in connection with the research report. 

8. Securities recommended in this report (Subject Company) has not been client of EGFSL, its subsidiaries and/or other affiliates and/or and 
Research Analyst during twelve months preceding the January 10, 2021 
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RESTRICTIONS ON DISTRIBUTION 

General 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation. 

Australia This report is not for distribution into Australia. 

Hong Kong This report is not for distribution into Hong Kong. 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia. 

Malaysia This report is not for distribution into Malaysia.  

Singapore 

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 16800306E) or DBSVS (Company Regn. No. 
1860024G) both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary 
Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign entities, 
affiliates or other foreign research houses pursuant to an agreement under Regulation 32C of the financial Advisers 
Regulations. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with 
the report.   

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. 

United Kingdom 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised 
and regulated by the Financial Conduct Authority in the United Kingdom.  

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any 
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is directed at 
persons having professional experience in matters relating to investments. Any investment activity following from this 
communication will only be engaged in with such persons. Persons who do not have professional experience in matters relating 
to investments should not rely on this communication. 

Dubai International 
Financial Centre  
 

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608-610, 6th Floor, Gate 
Precinct Building 5, PO Box 506538, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank 
Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for 
professional clients (as defined in the DFSA rulebook) and no other person may act upon it.  

United Arab Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined 
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes 
only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell any 
financial product. It does not constitute a personal recommendation or take into account the particular investment objectives, 
financial situation, or needs of individual clients. You should contact your relationship manager or investment adviser if you 
need advice on the merits of buying, selling or holding a particular investment. You should note that the information in this 
report may be out of date and it is not represented or warranted to be accurate, timely or complete. This report or any portion 
thereof may not be reprinted, sold or redistributed without our written consent.  

United States 

DBSVUSA did not participate in its preparation.  The research analyst(s) named on this report are not registered as research 
analysts with FINRA and are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 
2241 restrictions on analyst compensation, communications with a subject company, public appearances and trading securities 
held by a research analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility for 
its contents. This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to 
such other institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person receiving this report 
who wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other jurisdictions 
In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
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