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Rating: BUY | CMP: Rs520 | TP: Rs650

Drivers in place to support core earnings growth

Quick Pointers:
"  Fresh corporate proposals are of Rs1.5trn, of which 70% are from pvt. sector.
"  Opex growth to be controlled and reasonable in-line with inflation.

We recently interacted with the management to understand 1) credit outlook,
2) changes in credit appraisal 3) asset quality view and 4) opex trajectory. The
bank is optimistic on loan growth, as improving economic activity and tight
liquidity may support its credit offtake. New proposals and unavailed limits
within corporate total to Rs6trn, while retail momentum might continue. With
cash flows normalizing for SMEs, the ECLGS/OTR pools are also performing
well. Underwriting has strengthened with induction of non-sales personnel in
credit appraisal and robust credit research across 36 sectors. Asset quality
may remain under control and target is to keep credit costs below 1%. While
we slightly tweak our estimates, we expect a core PAT CAGR of 20% over
FY22-25E. Retaining the multiple at 1.4x, we roll forward to core Sep’24 ABV,
raising SOTP based TP from Rs620 to Rs650. Maintain ‘BUY".

® Credit momentum to sustain: With economic activity improving, domestic
credit demand has been strong despite banking system usually witnessing de-
growth in the first quarter. Credit growth is expected to continue owing to strong
fundamentals, although there could be minor hiccups due to global macros.
Another lever to credit growth sustaining, is tightened system liquidity which
would urge corporates to turn towards banks for satisfying their credit
requirements. SBI is ready to participate in this opportunity, as underwriting
and monitoring processes have been strengthened to make balance sheet
more resilient. Overall growth expected in FY23 is 15%, in-line with industry.

= Corporate credit rebounds: Currently, bank has proposals of Rs1.5trn,
of which 70% is TL and 30% is WC. Of the new proposals, 70% demand
is from private sector, mainly from sectors like NBFC, Power, port,
services, etc. In addition to this, there are unavailed limits of Rs4.5trn.
Overall utilization levels have improved to 65-70% (peak at 90%). Usually,
as corporates add new capacity or expand existing one beyond utilization
of 75-80%, banks see influx of new capex proposals. Hence capex
pipeline is expected to shore up from H2FY22. Target would be to maintain
market share, however pricing wouldn’t be compromised. Improvement in
yield would be visible from Q3 onwards. Competition has been increasing
in corporate with some PSU banks vying for market share; however, SBI
is selectively participating without compromising on pricing.

=  SME risks abating: SME portfolio is performing well with improved cash
flows which is partly the reason that ECLGS portfolio has reduced over
Mar’22 to Jun’22 from Rs320bn to Rs280bn, while OTR has reduced from
Rs310bn to Rs287bn. To protect asset quality in SME, higher focus is to
tap the value chain and focus on products like vendor and dealer financing.
In agri, SBI has introduced risk mitigation strategies like focus on agri gold
loans, setting up of contact centers and analytics based lending.
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= Retail to remain mainstay: Xpress credit continues to see good traction
with improved TAT of 2hrs through YONO and 1-day through branches.
Lending is majorly to corporate salaried customers, of which 83% are
Government based (minimizing the risks). Home Loan continues to be the
driver with majority customers being first time home buyers with a credit
score of 700+. ATS would be Rs3.0-3.5mn.

Systems and process: To better control risks, underwriting has been
strengthened. Earlier the credit underwriting committee was headed by a single
person with a sales background but now this committee consists of 4 people,
of which two are from non-sales and two are from sales. The deciding authority
vests with the senior person from non-sales background. To further fortify the
evaluation process, the in-house research department covering 39 sectors has
been made more active since last 5-6 years.

Asset quality to remain under control: Asset quality risks have materially
abated. PCR (calc.) is 75% with a clean balance sheet. While OTR and ECLGS
combined contributes 2%, there is ~14% cover on the same. These pools are
performing in-line with the overall portfolio with no significant deviations.
Management expects normalized slippages from this book. Credit quality of the
SME book is better than industry with GNPA at 6.5%, while no major slippages
are expected from corporate. Aspiration is to keep credit costs below 1%.

Opex growth to remain controlled: Pension and gratuity provisions might
decrease with rise in discount rates. Annually 10,000-12,000 employees
usually retire of which 75-80% are replaced that too at a much lower cost with
the balance business being sourced through technology. Cost differential
between old and new employees is substantial with salaries being 2-2.5x to
that of new joinees. Nov'22 onwards employee cost may increase by 10-15%,
owing to bi-partite wage settlement. Overall opex may not change significantly
but the quantum rise could be lower or equivalent to inflation.
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Exhibit 1: SBI likely to benefit more from corporate credit

cycle revival

Exhibit 2: Non-Corporate credit growth has been growth

driver
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Exhibit 3: Opex growth may be controlled for SBI

Source: Company, PL

Exhibit 4: SBI could see lowest opex CAGR over FY22-25E
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Exhibit 5: Return ratios on track for +15%

RoA decomposition (%) FY17 FY18 FY19 FY20 FY21

FY22 FY23E FY24E FY25E

Net Interest Income/Assets 24 24 25 26 26 25 26 26 26

Other Income/Assets 14 14 10 12 10 09

0.8 0.8 0.8

Net revenues/Assets 38 39 35 38 36 34 3.4 3.4 3.4
Operating Expense/Assets 1.8 19 20 20 19 20 1.9 1.9 1.9

Provisions/Assets

14 24 15 11 10 05 0.5 0.5 0.5

Taxes/Assets 02 -03 00 03 02 03 0.3 0.3 0.3
ROA 04 -02 00 04 05 05 0.7 0.8 0.8
ROE 78 -37 04 72 93 107 143 153 153
Source: Company, PL
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Exhibit 6: We marginally tweak our estimates

. ) Earlier Estimates Revised Estimates % Change
Earnings Estimates (Rs mn)
FY23E FY24E FY23E FY24E FY23E FY24E
Net interest income 1,338,091 1,461,725 1,367,532 1,518,952 2.2 3.9
Operating profit 767,542 881,972 764,372 895,814 (0.4) 1.6
Net profit 389,506 456,528 386,710 463,330 0.7) 15
Loan Growth (%) 10.2 11.0 12.1 12.0 1.9 1.0
Credit Cost (bps) 76 76 75 75 (0.5) (0.5)
EPS (Rs) 43.6 51.2 43.3 51.9 (0.6) 1.4
ABVPS (Rs) 283 322 283 322 (0.0) 0.0
Price target (Rs) 620 650 4.8
Recommendation BUY BUY
Source: Company, PL
Exhibit 7: We raise out TP to rs.650 as we roll forward to Sep-24
SOTP valuation, Sep-23 Stake (%) Revised PT Method
Standalone 468 1.4x Mar-24 P/ABV
SBI Cards 69.2% 80 37.0x on FY24 PAT
SBI Life 55.5% 78 M-Cap
Asset management 62.6% 24 32.0x on FY22 PAT
Yes Bank 30.0% 13 1x Investment in Subs
General Insurance 70.0% 3 30.0x on FY22 PAT
SBI Caps 100.0% 3 5xon FY22 PAT
UTlI AMC 10.0% 1 1x Investment in Subs
Total 670
Hold Co Discount 20
Target Price 650
Source: Company, PL
Exhibit 8: One year forward P/ABV
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Income Statement (Rs. m)

Quarterly Financials (Rs. m)

Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar Q2FY22 Q3FY22 Q4FY22 Q1FY23
Int. Earned from Adv. 17,18,237 21,48,554 26,51,472 30,61,312 Interest Income 6,75,595 6,96,781 7,07,333 7,26,764
Int. Earned from invt. 8,48,772 10,45,108 12,77,284 14,22,606 Interest Expenses 3,82,976 3,89,907 3,95,354 4,14,804
Others 1,43,784 1,70,194  2,05,089 2,29,264 Net Interest Income 2,92,619 3,06,874 3,11,979 3,11,959
Total Interest Income 27,54,573 34,11,569 41,86,176 47,71,467 YoY growth (%) 3.8 6.5 15.3 12.9
Interest Expenses 15,47,497 20,44,037 26,67,223 30,78,612 CEB 53,910 57,470 80,230 63,720
Net Interest Income 12,07,076 13,67,532 15,18,952 16,92,855  Treasury - - - -
Growth(%) 4.6 10.6 123 11.0  Non Interest Income 82,076 86,734 1,18,802 23,122
Non Interest Income 4,05,639 4,15,538  4,83,091 5,29,965 Total Income 7,57,671 7,83,515 8,26,134 7,49,886
Net Total Income 16,12,715 17,83,070 20,02,043 22,22,820 Employee Expenses 1,25,778 1,24,715 1,25,560 1,20,514
Growth(%) 2.4 211 220 135 Other expenses 87,346 83,677 1,08,052 87,042
Employee Expenses 5,75,620 6,40,735 7,00,453 7,79,630 Operating Expenses 2,13,124 2,08,392 2,33,612 2,07,556
Other Expenses 3,25,852 3,77,963  4,05,777 4,39,703 Operating Profit 1,61,571 1,85,216 1,97,168 1,27,526
Operating Expenses 9,33,975 10,18,698 11,06,230 12,19,333  YoY growth (%) (1.8) 6.9 0.1 (32.8)
Operating Profit 6,78,740 7,64,372 8,95,814 10,03,487 Core Operating Profits 1,57,281 1,80,076 1,95,388 1,93,016
Growth(%) (5.1) 12.6 17.2 12.0 NPA Provision 26,993 30,961 32,620 42,681
NPA Provision 1,41,430 1,77,576  2,04,788 2,29,391 Others Provisions 1,888 69,740 72,375 43,924
Total Provisions 2,44,521 2,47,380  2,76,389 3,03,248 Total Provisions 1,888 69,740 72,375 43,924
PBT 4,34,219 5,16,992 6,19,425 7,00,239 Profit Before Tax 1,59,683 1,15,477 1,24,794 83,602
Tax Provision 1,00,320 1,30,282 156,095 1,76,460 Tax 28,454 31,158 33,659 22,921
Effective tax rate (%) 23.1 25.2 25.2 25.2 PAT 1,31,230 84,319 91,135 60,681
PAT 2,59,715 3,86,710  4,63,330 5,23,779 YoY growth (%) 186.9 62.3 41.3 (6.7)
Growth(%) 65.8 48.9 19.8 13.0 Deposits 3,80,96,299 3,84,77,937 4,05,15,341 4,04,56,956
Balance Sheet (Rs. m) YoY growth (%) 9.8 8.8 10.1 8.7
/e Mar a2 s . s Advances 2,44,31,942 2,57,83,865 2,73,39,666 2,81,52,492
YoY growth (%) 6.5 8.9 11.6 15.8
Face value 1 1 1 1
No. of equity shares 8,925 8,925 8,925 8,925 Key Ratios
Equity 8,925 8,925 8,925 8,925 Y/e Mar FY22 FY23E FY24E FY25E
Networth 28,00,881 30,60,938 34,45,502 38,80,238 CMP (Rs) 520 520 520 520
Growth(%) 10.3 9.3 12.6 12.6 EPS(Rs) 29.1 43.3 51.9 58.7
Adj. Networth to NNPAs 2,79,657 3,02,167 3,37,599 3,65,600 Book Value (Rs) 288 317 360 409
Deposits 4,05,15,341 4,51,31,672 5,04,26,442 5,64,64,871  Adj. BV (70%)(Rs) 256 283 322 368
Growth(%) 10.1 11.4 11.7 12.0 P/E (x) 17.9 12.0 10.0 8.9
CASA Deposits 1,80,35,806 1,86,67,996 2,00,33,161 2,23,26,040 P/BV (x) 1.8 1.6 1.4 1.3
% of total deposits 44.5 41.4 39.7 39.5 P/ABV (x) 2.0 1.8 1.6 1.4
Total Liabilities 4,98,75,974 5,51,43,339 6,10,48,635 6,83,81,190 DPS (Rs) 7.1 7.8 8.8 10.0
Net Advances 2,73,39,666 3,06,53,442 3,43,36,106 3,84,68,317 Dividend Payout Ratio (%) 24.4 18.0 17.0 17.0
Growth(%) 11.6 12.1 12.0 12.0  Dividend Yield (%) 1.4 15 17 1.9
Investments 1,48,14,455 1,63,82,797 1,81,38,391 2,03,10,414 Efficiency
Total Assets 4,98,75,974 5,51,43,339 6,10,48,635 6,83,81,190
Y/e Mar FY22 FY23E FY24E FY25E
Growth (%) 10.0 10.6 10.7 12.0
Cost-Income Ratio (%) 57.9 57.1 55.3 54.9
Asset Quality C-D Ratio (%) 67.5 67.9 68.1 68.1
Yle Mar FY22 FY23E FY24E FY25E  Business per Emp. (Rs m) 278 312 351 396
Gross NPAs (Rs m) 11,20,234 11,33,606 12,06,770 13,05,741 Profit per Emp. (Rs lacs) 11 16 19 22
Net NPAs (Rs m) 2,79,657 3,02,167 3,37,599  3,65,600 Business per Branch (Rs m) 3,047 3,388 3,777 4,216
Gr. NPAs to Gross Adv.(%) 4.0 3.6 3.4 3.3 Profit per Branch (Rs m) 12 17 21 23
Net NPAs to Net Adv. (%) 1.0 1.0 1.0 1.0 bu-Pont
NPA Coverage % 75.0 73.3 72.0 72.0
Y/e Mar FY22 FY23E FY24E FY25E
Profitability (%) NI 2.54 2.60 261 2.62
Y/e Mar Fyz22 FY23E FY24E FY25E  Total Income 3.39 3.40 3.45 3.43
NIM 2.9 3.0 3.0 3.0  Operating Expenses 1.96 1.94 1.90 1.88
RoAA 0.5 0.7 0.8 0.8 PPoP 1.43 1.46 1.54 1.55
ROAE 10.7 143 153 15.3  Total provisions 0.51 0.47 0.48 0.47
Tier | 11.4 11.1 10.7 104 ROAA 0.55 0.74 0.80 0.81
CRAR 13.8 133 12.9 12.5 ROAE 13.41 15.30 15.82 15.68
Source: Company Data, PL Research Source: Company Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
2 1 07-Aug-22  BUY 620 532
o 2 08-Jul-22 BUY 600 487
3 14-May-22 BUY 600 445
& 4 09-Apr-22  BUY 610 516
57 5 07-Feb-22  BUY 610 530
6 12-Jan-22 BUY 540 506
51 e . s o 3 3 N 7 06-Oct-21 BUY 540 457
§ :+ 8 = 5 &
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 AAVASFinancers ~ Hod 230 2383
2 Axis Bank BUY 940 727
3 Bank of Baroda Accumulate 130 116
4 Can Fin Homes BUY 675 538
5 City Union Bank BUY 190 163
6 DCB Bank BUY 120 89
7 Federal Bank BUY 135 99
8 HDFC BUY 2,900 2,378
9 HDFC Bank BUY 1,800 1,521
10 ICICI Bank BUY 950 800
11 IDFC First Bank UR - 34
12 Indusind Bank BUY 1,300 1,018
13 Kotak Mahindra Bank Accumulate 1,950 1,827
14 LIC Housing Finance BUY 450 379
15 Punjab National Bank BUY 50 31
16 State Bank of India BUY 620 532
PL’s Recommendation Nomenclature (Absolute Performance)
Buy T > 15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell 1 <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
October 4, 2022 6
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report.

(US Clients)

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.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

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. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com 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 of 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.

US Clients

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.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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