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November 7, 2022 

CMP: | 593 Target: | 700 (18%)     Target Period:  12  months  

State Bank of India (STABAN) 

 BUY 

 

Highest ever quarterly profit, ripe for re-rating… 

About the stock: SBI is a public sector bank and also the largest bank in India with 

a balance sheet size of over ~ | 52 lakh crore. 

 Strength in retail portfolios, best operating metrics in the PSU banking space 

 Large subsidiaries, strong outlook adding value to the bank 

Q2FY23 Results: SBI delivered highest ever quarterly PAT. 

 GNPA, NNPA improved 39 bps, 20 bps QoQ, respectively; slippage ratio at 

0.33% 

 NII up 12.8% YoY, NIMs improved QoQ by 30 bps 

 Other income jumped meaningfully QoQ as Q1FY23 was impacted by 

treasury losses. Provision down 30.1% QoQ, 60.0% YoY. PAT up 73.9% YoY 

at | 13263 crore 

 Gross advances up 20.8% YoY, deposits up 10% YoY; CASA at 44.63% 

What should investors do? SBI’s share price has surged over 2x in the past five 

years. We believe SBI with its humongous size has reported consistently upbeat 

performance with this quarter seeing above par growth in earnings and return ratios. 

The stock, long due for re-rating, should see a strong positive reaction. 

  Hence, we retain our BUY rating on the stock 

Target Price & Valuation: We value the bank at ~1.3x FY24E ABV and subsidiaries 

at ~| 192/share to arrive at a revised target price of | 700 from | 650 earlier. 

Key triggers for future price performance: 

 Credit growth guidance of ~14-16% to be driven by steady margins, healthy 

deposit franchise and strong demand pipeline, which will also aid business 

growth and overall performance 

 Steady NIMs with adequate provision buffer to aid healthy earning 

momentum ahead 

 Thus, improving RoE trajectory to aid improvement in valuations 

 Continued traction in customer & business accretion via “Yono”. Unlocking 

of subsidiaries value to act as positive surprise 

Alternate Stock Idea: Besides SBI, in our coverage we also like IndusInd Bank. 

 Robust business growth, uptick in NIM, moderation in provision seen 

enabling the bank to generate RoA of 1.6-1.7% in FY23-24E. This seems 

positive 

 BUY with a target price of | 1350 

 

 

   

| B n F Y 20 F Y 21 F Y 22

3 Y ea r C AG R  

(F Y 19-22)
F Y 23E F Y 24E

2 Y ea r C AG R  

(F Y 22-24E )

NII 981 1107 1207 11% 1446 1667 18%

P P P 681 716 679 8% 778 922 17%

P AT 145         204         317         232% 421         486         24%

AB V  (|) 203.2 243.3 282.6 334.9 391.8

P /E 36           26           17           13           11           

P /AB V 2.9 2.4 2.1 1.8 1.5

R oA 0.4 0.5 0.7 0.8 0.8

R oE 6.4 8.4 11.9 14.0 14.1

 Key Financial Summary 
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Recent event & key risk 

 Slippage ratio improved 33 bps QoQ, 

R/s book at 0.94% of loans 

 Key Risk: 1) Slower than anticipated 

growth to impact earning 

momentum, 2) Higher competition in 

deposit accretion  
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P articu la rs Am o u n t

Market C apita lisa tion  | 529898 C rore  

52 week H /L  596/425 

Networth  | 304912 C rore  

F ace  va lue  | 1 

S ep -21 D ec-21 Mar-21 Ju n -22 S ep -22

P romote r 57.6 57.6 57.6 57.6 57.5

F II 10.6 10.4 10.0 9.6 10.0

D II 24.2 24.1 24.7 25.1 25.4

O the rs 7.7 7.9 7.8 7.7 7.1
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Key takeaways of recent quarter & conference call highlights 

Q2FY23 Results: Robust overall performance; NPA improves QoQ 

 Operational performance was above estimates with NII growth at 12.8% both 

YoY and QoQ to | 35183 crore, due to improvement in NIMs (up 30 bps QoQ) 

to 3.55%(domestic) and high loan growth. Other income was up 8.1% YoY 

and witnessed meaningful jump QoQ as expected as Q1FY23 was impacted 

on account of MTM loss. In Q2FY23, trading income was at | 457 crore vs. a 

loss of | 6549 crore in the previous quarter 

 As a positive surprise, fresh slippages declined to | 2399 crore from | 9740 

crore in Q1FY23. Thus, slippage ratio was at 0.33% vs. 1.38% in previous 

quarter. Asset quality improved as GNPA ratio fell 39 bps QoQ to 3.5% while 

net NPA was down 20 bps QoQ to 0.8% 

 Provisions declined 30.8% QoQ, 60.0% YoY to | 3039 crore but loan loss 

provisions declined from | 4268 crore in Q1FY23 to | 2011 crore. Led by lower 

provisions and healthy top-line, PAT grew 73.9% YoY and up ~2x QoQ at  

| 13263 crore, highest ever quarterly profit 

 Operating expenses up 7.6% YoY, 10.5% QoQ mainly led by business related 

costs 

 We estimated 18% credit growth but the bank reported overall gross credit 

growth at 20.8% YoY to | 29.5 lakh crore, led by corporate loans, which was 

up 21.18% YoY, 18.8% YoY growth in retail segment. Foreign loans were up 

30.1% YoY at | 4.87 lakh crore 

 Deposits growth came in line at 10.0% YoY to | 41.9 lakh crore where CASA 

deposits grew 5.4% YoY. Thus, CASA ratio declined slightly from 45.3% to 

44.63% QoQ and 46.24% in Q2FY22 

 RoE touched 18% and RoA at 1.04% (quarterly annualised) after several years 

 

Q2FY23 Earnings Conference Call highlights  

 Credit growth was across key segments but mainly driven by retail and large 

corporates. Corporate credit was led by working capital utilisation demand, 

term loans as corporates have turned to domestic lenders for borrowings. 

Credit growth guidance was steady at 14-16% YoY for FY23 

 During the quarter, | 592 crore was towards interest on IT refund vs. | 1900 

crore a year ago. Full benefit of asset repricing to be seen in Q3FY23, Q4FY23 

 Restructured book at | 27336 crore. Total 9% of restructured book is in SMA 1 

and SMA 2 

 Total 62% of SA and 45% of retail assets are sourced via YONO platform 

 The management said NIMs to be maintained at current levels for FY23E 

 Total | 3.5 lakh crore of treasury book to be redeemed in FY23 

 Estimated increase in wages - @ 10% | 477 crore and @ 12% | 520 crore impact 

on staff cost per month 

 Loan book mix – 75% linked to MCLR and EBLR. Fixed rate book 21% 

 During the quarter, | 898 crore provisions are towards restructuring 

 Slippages break up – | 400 crore MSME, | 631 crore Agri, | 1369 crore retail,  

| 956 crore corporate 

 Total ~40 accounts have been identified by NARCL with an exposure of | 3400 

crore 

 Current capital level and internal accruals are sufficient to take care of decent 

growth in the near term 

 Recoveries from written off accounts were | 1823 crore vs. | 1344 crore 
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Peer comparison  

Exhibit 1: ICICI Direct coverage universe (BFSI) 

 
 

 

Source: Company, ICICI Direct Research 

  

C MP M C ap

(|) T P (|) R atin g (| B n ) F Y 21 F Y 22E F Y 23E F Y 24E F Y 21 F Y 22E F Y 23E F Y 24E F Y 21 F Y 22E F Y 23E F Y 24E F Y 21 F Y 22E F Y 23E F Y 24E

B oB  (B ANB AR ) 145 170 B uy 747 -18.9 14.0 21.1 21.6 -7.7 10.3 6.9 6.7 1.4 1.0 0.9 0.8 -13.1 8.9 11.8 10.6

S B I (S TAB AN) 593 700 B uy 5,298 22.9 35.5 47.2 54.5 26 16.7 12.6 10.9 2.4 2.1 1.8 1.5 8.4 11.9 14.0 14.1

Axis B ank (AX IB AN) 900 1,000 B uy 2,765 21.5 42.4 66.1 72.9 42 21.2 13.6 12.3 2.9 2.6 2.2 2.1 7.1 12.0 16.3 16.2

HD F C  B ank (HD F B AN) 1,438 1,750 B uy 8,011 56.4 66.7 76.9 94.1 25 21.6 18.7 15.3 4.0 3.4 3.0 2.6 16.6 16.7 16.6 17.7

S ecto r / C o m p an y

P /AB V  (x ) R o E  (% )E P S  (|) P /E  (x )
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Exhibit 2: Variance Analysis 

 

 

Source: Company, ICICI Direct Research  

Exhibit 3: Change in Estimates 

 

 

 

 

Source: Company, ICICI Direct Research 

Exhibit 4: Change in Assumption 

 

 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: SOTP Valuation 

 

 

 

 

Source: Company, ICICI Direct Research 

 

Q 2F Y 23 Q 2F Y 23E Q 2F Y 22 Y o Y  (% ) Q 1F Y 23 Q o Q  (% ) C o m m en ts

NII 35,183 33,107 31,184 12.8 31,196 12.8
G rowth led by strong business growth and margin 

expansion

NIM (% ) 3.3 2.7 3.2 8 bps 3.0 30 bps Improvement in yie lds a ided NIMs expansion

O ther Income 8,874 8,514 8,208 8.1 2,312 283.8
Q oQ  jump as Q 1F Y23 was impacted due  to  MTM 

losses

Net Tota l Income 44,057 41,621 39,392 11.8 33,508 31.5

O pera ting expense 22,938 22,576 21,312 7.6 20,756 10.5

P P P 21,119 19,046 18,079 16.8 12,753 65.6

P rovision 3,039 6,600 7,607 -60.0 4,392 -30.8 C redit cost improved by 15bps YoY a t 0.28%

P B T 18,080 12,446 10,472 72.7 8,361 116.3

Tax O utgo 4,817 3,174 2,845 69.3 2,292 110.2

P AT 13,263 9,272 7,627 73.9 6,068 118.6 R obust top-line  bea ts P AT estimates

K ey  Metr ics

G NP A 106,804 115,772 123,942 -13.8 113,272 -5.7 Improvement in G NP A by 39bps Q oQ

NNP A 23,572 29,858 37,119 -36.5 28,258 -16.6

Advances 2951288 2899706 2443194 20.8 2815249 4.8 D riven by re ta il & corpora te  segment

D eposits 4190255 4190593 3809630 10.0 4045696 3.6 C AS A ra tio  modera ted to  44.6%  

| c ro re O ld N ew C h an g e  (% ) O ld N ew C h an g e  (% )

Net Inte rest Income 136469 144619 6.0 157677 166678 5.7

P re  P rovisions P rofit 88606 77776 -12.2 105756 92231 -12.8

NIM (% ) 2.9 3.0 5.8 3.1 3.1 -4.4

P AT 39593 42090 6.3 47056 48611 3.3

AB V  per sha re  (|) 329 335 1.8 384 392 2.0

F Y 24EF Y 23E

F Y 23E F Y 24E F Y 23E F Y 24E

C redit growth (% ) 18.3 13.0 10.3 11.0

D eposit G rowth (% ) 10.0 10.0 8.3 9.4

C ost to  income ra tio  (% ) 57.7 56.0 51.1 48.8

G NP A ra tio  (% ) 3.2 2.8 3.7 3.5

NNP A ra tio  (% ) 0.7 0.5 0.9 0.7

E arlie rC u rren t

F Y 24E  / S h a re

S B I (merged banks) 507

S B I AMC 42

S B I L ife 93

S B I ca rds 78

S B I G enera l Insurance 13

V a lu e  p e r s h a re 734

Holding company discount for subsid ia ries @15% 34

V a lu e  p e r s h a re  p o s t d is co u n t 700
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Financial summary 

Exhibit 6: Profit and loss statement                                | bn 

 
 

 

Source: Company, ICICI Direct Research 

 

 
 
 
 

Exhibit 7: Key Ratios                                 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Balance sheet                                                     | bn 

 
 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Key ratios                                                                                  (%) 

 
 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Y ea r-en d  March ) F Y 21 F Y 22 F Y 23E F Y 24E

Inte rest E a rned 2,652    2,755      3,383      3,888       

Inte rest E xpended 1,544    1,547      1,937      2,222       

Ne t Inte rest Income 1,107    1,207      1,446      1,667       

%  growth 12.9 9.0 19.8 15.3

Non Inte rest Income 435 406 394 427

Net Income 1542 1613 1840 2094

E mployee  cost 509 576 633 684

O ther opera ting E xp. 317 358 429 488

O pera ting Income 716 679 778 922

P rovisions 440 245 217 270

P B T 275 434 561 652

E xceptiona l Items -105 -36.0 0 0

Taxes 71 117 140 166

Net P rofit 204 317 421 486

%  growth 41 55 33 15

E P S 22.9       35.5        47.2        54.5         

(Y ea r-en d  March ) F Y 21 F Y 22 F Y 23E F Y 24E

V a lu a tio n

No. of E quity S ha res (C rore ) 892.0 892.0 892.0 892.0

E P S  (|) 22.9 35.5 47.2 54.5

B V  (|) 284.6 314.0 359.2 411.7

AB V  (|) 243.3 282.6 334.9 391.8

P /E 25.9 16.7 12.6 10.9

P /B V 2.1 1.9 1.7 1.4

P /AB V 2.4 2.1 1.8 1.5

Y ie ld s  &  Marg in s  (% )

Net Inte rest Margins (ca lcula ted) 2.9 2.8 3.0 3.1

Yie ld on avg ea rning asse ts 6.9 6.3 6.9 7.1

Avg. cost on funds 4.0 3.6 4.1 4.3

Avg. cost o f D eposits 4.1 3.7 4.3 4.5

Yie ld on ave rage  advances 7.2 6.6 7.2 7.2

Q u a lity  an d  E ffic ien cy  (% )

C ost / Tota l ne t income 53.6 57.9 57.7 56.0

C redit/D eposit ra tio 66.5 67.5 72.6 74.6

G NP A 5.0 4.0 3.2 2.8

NNP A 1.5 1.0 0.7 0.5

R oE 8.4 11.9 14.0 14.1

R O A 0.5         0.7           0.8          0.8           

(Y ea r-en d  March ) F Y 21 F Y 22 F Y 23E F Y 24E

S ources of F unds

C apita l 8.9 8.9 8.9 8.9

R eserves and S urplus 2530 2792 3195 3663

Networth 2539 2801 3204 3672

D eposits 36813 40515 44564 49007

B orrowings 4173 4260 4497 4930

O ther L iabilities & P rovisions 1820 2299 2487 2790

Tota l 45344 49876 54752 60400

Applica tion of F unds

F ixed Assets 384 377 399 423

Investments 13517 14814 15443 16066

Advances 24495 27340 32341 36541

O ther Assets 3518 3399 2199 2522

C ash  with R B I & ca ll money 3430 3946 4370 4847

Tota l 45344 49876 54752 60400

(Y ea r-en d  March ) F Y 21 F Y 22 F Y 23E F Y 24E

Tota l asse ts 14.7 10.0 9.8 10.3

Advances 5.3 11.6 18.3 13.0

D eposits 13.6 10.1 10.0 10.0

Tota l Income 2.0 2.4 19.5 14.3

Net inte rest income 12.9 9.0 19.8 15.3

O pera ting expenses 1.0 1.3 1.4 1.0

O pera ting profit 5.0 -5.1 14.6 18.6

Net profit 40.8 55.2 32.9 15.5

B ook va lue 8.9 10.3 14.4 14.6

E P S 40.8       55.2        32.9        15.5         
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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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Road No 7, MIDC, 
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Mumbai – 400 093 
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