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Portfolio rebalancing remains WIP

SBI Cards’ (SBICARD) earnings were marginally below our estimates due to
higher-than-expected credit costs, partially offset by healthy traction in fee
income. While the QoQ receivables mix remained steady with Revolve/EMI
loans at 24%/37%, NIMs declined 10bps QoQ (11.5%) and are close to bottoming
out with renewed management focus on raising the share of instalment loans.
Business momentum remained strong in terms of card acquisitions (+22% YoY)
as well as retail per-card spends (+11% YoY). Asset quality witnessed marginal
deterioration with GS-III at 2.4% and credit costs at 6.3% (20bps one-off impact
from change in ECL estimates). We marginally reduce our FY24/FY25 earnings
estimates to factor in lower revolve share, partly offset by lower credit costs and
maintain BUY with a revised TP of INR960 (implied 25x FY25 EPS). We remain
bullish on the overall credit card opportunity and the ability of SBICARD to
deliver consistently superior profitability (5%+ RoA, 25%+ RoE).

= Elevated provisions offset healthy PPOP growth: SBICARD reported steady
NII/PPOP growth of 17%/22% YoY, driven primarily by strong traction in unit
spends, offset by NIM compression. Fee income witnessed strong traction
sequentially across categories (spends-based, instance-based fees etc.).

® Thrust on mix of instalment loans: The marginal 10bps NIM compression,
alongside steady mix of receivables, suggests that NIMs are likely to have
bottomed out. Management remains focused on improving the share of EMI
loans in order to drive higher NIL

® Market leadership in issuance; strong unit spends: SBICARD’s industry-
leading pace of credit card issuances and sustained traction in unit spends
have helped the company clock market share gains. While this is likely to
increase near-term opex intensity, recent efforts at cost optimisation (in line
with industry) are likely to help sustain steady-state, consistently superior,
and best-in-class return ratios (RoA of ~5-6%, and RoE of over 25%).
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BUY

CMP (as on 28 Apr2023) INR 772

Target Price INR 960
NIFTY 18,065
IéI]?ITANGES OLD NEW
Rating BUY BUY
Price Target INR 1020 INR960
FY24E FY25E
EPS %
2.7% -4.6%
KEY STOCK DATA
Bloomberg code SBICARD IN
No. of Shares (mn) 946
MCap (INR bn) / ($ mn) 742/9,066
6m avg traded value (INR mn) 906
52 Week high / low INR 1,029/656

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 121 (8.6) (5.2)

Relative (%) 99 (10.1) (11.9)

SHAREHOLDING PATTERN (%)

Dec-22  Mar-23

(INR bn) Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%)  FY22  FY23| FY24E FY25E
NIT 1.7 100 167 114 18 384 451 589 78.8 Promoters 69.1 69.0
PPOP 14.3 11.7 220 122 17.4 443 519 65.9 85.2
PAT 6.0 58 27 51 17.1 162 226 282 361 Fls & Local MFs  16.7 17.5
EPS (INR) 63 6.1 2.8 54 17.2 17.2 239 298 381 FPls 9.1 85
ROAE (%) 23.0%  257%| 255% @ 262% Public & Others 51 51
ROAA (%) 52%  56%| 54%  54%
ABVPS (INR) 79.9 101 125 156 Pledged Shares 0 0
P/ABV (x) 97 7.7 62 49 Source : BSE
P/E (x) 449 323 259 203
Pledged shares as % of total shares
Change in estimates
FY24E FY25E
INR bn
01d New A old New A
AUM 527 527 0.0% 674 680 0.8% Krishnan ASV
NIM (%) 13.0 12.1 -93 bps 13.9 12.5 -142 bps venkata.krishnan@hdfcsec.com
NII 62.3 58.9 -5.4% 86.0 78.8 -8.4% +91-22-6171-7314
PPOP 685 65.9 -3.9% 902 852 -5.5%
PAT 289 282 2.7% 37.8 36.1 -4.6% Deepak Shinde
ABVPS (INR) 125 125 0.3% 158 156 -0.8% deepak.shinde@hdfcsec.com

Source: Company, HSIE Research
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