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NIM better again; overall commentary positive
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Good quarter with better NIM, opex and provisions; fees were lower.

Soft loan/deposit growth; balance sheet mix improves. FY25 guidance intact.

BOB saw a good quarter since NII/NIM, opex and asset quality were better.
However, fees were lower which led to core PPoP miss of 2.6%. Adjusted for
13bps recovery impact in Q4FY24, reported margins improved by 4bps QoQ
to 3.14% as (1) incremental loan growth was led by retail and (2) NIM dilutive
corporate assets/liabilities were shed since the bank strategically wanted to
improve balance sheet mix which led to muted loan/deposit growth at 9.0%
YoY. However, bank sounded confident of achieving a 12-14% loan growth
for FY25E with deposit growth of 10-12%; LDR would remain between 80-82%.
Due to better asset quality, provision guidance has been reduced to 75bps
from 100bps. Strong LCR at 138% should suffice to absorb the impact of draft
RBI circular. Stock is valued at 1.0x on Mar’26 ABV (31% discount to SBI). We
maintain multiple at 1.2x but increase TP to Rs300 from 290 led by Rs32bn
increase in equity due to revised investment norms. Retain ‘BUY".

Lower fees offset by better Nll/opex; asset quality improves: NIl was a
beat at Rs116bn (PLe 113.8bn) due to better margins as loan growth was in-
line. NIM was ahead at 3.16% (PLe 3.11%) owing to higher investment yields
and better credit mix. Loan and deposit growth as expected was 8.8%/8.9%
YoY. Other income was a miss at Rs24.9bn due to lower fees at Rs16.9bn
(PLe Rs19.0bn) and TWO recovery. Opex was 1.5% below PLe at Rs69.3bn
due to other opex at Rs29.1bn (PLe Rs30.3bn). Core PPoP at Rs69.1bn was
2.65% below PLe; PPoP was Rs71.6bn (PLe Rs74.6bn). Asset quality was
better; net slippages were lower at Rs13.6bn (PLe Rs17bn) due to stronger
recoveries. GNPA declined by 4bps QoQ to 2.88% (PLe Rs2.95%). Provisions
were lower at Rs10.1bn (PLe Rs18bn) due to better recoveries. Core PAT at
Rs42.8bn was 10.6% ahead of PLe while PAT was Rs44.6bn.

NIM continues to surprise; asset quality better: Previous quarter margin
included 12bps one-time impact of bulky recoveries. Adjusted for same NIM for
Q1FY25 was up 6bps QoQ to 3.16% (reported NIM +4bps) since incremental
loan growth was led by retail while the bank shed higher cost bulk deposits and
allowed lower cost wholesale loans to mature. Bank commentary suggests that
focus would be on profitable growth which would support margins. NIM has
been guided to remain near 3.15%. Asset quality improved with stronger
recoveries, despite Q1 usually being soft for the banking sector and bank
reduced its provision guidance from 100bps to 75bps. Target for FY25 is to
recover Rs100bn from GNPA and TWO (Rs22.1bn in Q1FY25).

Credit growth led by retail; balance sheet mix improves: Credit declined
by 1.7% QoQ due to a 6.4% fall in corporate; retail growth was decent at 3%
QoQ driven by home, auto and others. While PL accretion was a bit slower at
3% due to seasonality, bank expects PL to grow by 30-35% in FY25. Despite
weak loan growth in Q1FY25E, bank sounded confident of achieving 12-14%
in FY25; we raise credit growth by 1% for FY25/26E. Bank is strengthening the
balance sheet construct and liability mix also improved QoQ since wholesale
deposits of Rs239bn were shed in Q1FY25. Focus is on improving CASA and
reducing dependency on bulk deposits. Bank expects deposits to grow
between 10-12% in FY25E while LDR could remain between 80-82%.
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Exhibit 1: PAT beat led by better NIl and opex offset by miss on fees

Financial Statement YoY gr.

QIFY25  Q1FY24 Q4Fy2s QoQar.

NIl decreased sequentially by 1.6% (Rs m) (%) (%)
Interest Income 2,96,287  2,65,558 11.6  2,95834 0.2
Interest Expense 1,80,286 1,55,591 15.9 1,77,906 1.3
Other income declined sequentially Net Interest Income (NII) 1,16,001 1,09,967 55 1,17,928 (1.6)
on account of lower fees and TWO - Treasury income 880 9,560 (90.8) 5,190 (83.0)
recovery Other income 24,873 33,223 (25.1) 41,915 (40.7)
Total income 1,40,873  1,43,189 (1.6) 1,59,843 (11.9)
Operating expenses 69,261 64,946 6.6 78,782 (12.1)
Opex was lower at Rs69.3bn due to -Staff expenses 40,140 37,544 6.9 45,467 11.7)
lower other opex. -Other expenses 29,121 27,402 6.3 33,315 (12.6)
Operating profit 71,613 78,243 (8.5) 81,061 (11.7)
Core operating profit 70,733 68,683 3.0 75,871 (6.8)
Total provisions 10,107 19,468 (48.1) 13,019 (22.4)
Profit before tax 61,506 58,775 4.6 68,042 (9.6)
Tax 16,924 18,075 (6.4) 19,177 (11.7)
Advances and deposits grew in-line Profit after tax 44,582 40,701 95 48,865 8.8)
at 8.8%/8.9% YoY respectively.
Balance sheet (Rs m)
Deposits 1,30,69,941 1,19,99,084 8.9 1,32,69,578 (1.5)
Advances 1,04,79,487 96,34,909 8.8 1,06,57,817 1.7)
NIM at 3.16% was ahead due to
better investment yields. Profitability ratios
RoaA 1.2 1.2 ) 1.3 (12)
NIM 3.2 3.3 9) 3.3 9)
Yield on Advances 9.0 9.0 2 9.1 (6)
Asset quality saw improvement with Cost of Deposits 53 5.0 27 52 9
GNPA/NNPA at 2.9%/0.7%.
Asset Quality
Gross NPA (Rs m) 3,08,731  3,48,322 (11.4) 3,18,336 (3.0)
Net NPA (Rs m) 72,315 74,825 (3.4) 72,133 0.3
Gross NPL ratio 2.9 35 (64) 2.9 4)
Net NPL ratio 0.7 0.8 9) 0.7 1
Coverage ratio 76.6 78.5 (194) 77.3 (76)
Business & Other Ratios
Low-cost deposit mix 34.4 40.3 (597) 35.1 (79)
Cost-income ratio 49.2 45.4 381 49.3 12)
Non int. inc / total income 17.7 23.2 (555) 26.2 (857)
Credit deposit ratio 80.2 80.3 12) 80.3 14)
CAR 16.8 15.8 98 16.3 51
Tier-I 14.7 13.6 101 14.1 58
Source: Company, PL
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Q1FY25 Conference Call Highlights
Balance Sheet/Others

" Bank focused on reducing dependency on bulk deposits which led to a 10.7%
QoQ decline in wholesale deposits. More focus is on improving CASA.

®  Corporate loans de-grew in Q1FY25 as bank strategically shed low priced
loans. However, as per BOB, there is a good pipeline of large corporate loans
and hence corporate could grow 12% in Q2FY25.

"  While personal loan growth was soft in Q1FY25, bank expects it to bounce
back and grow by 30-35% in FY25. MSME advances may increase by 14-15%.

®  OQverall loan growth guidance maintained at 12-14% while deposit accretion
could be 10-12%. LDR might remain between 80-82%.

" LCR sharply rose QoQ from 122% to 138% in Q1FY25. As per management,
current LCR is sufficient to absorb liquidity impact of draft RBI circular.

®  As per the 5-year plan submitted to the govt., bank intends to grow at a CAGR
of 13.5% for next 5 years which could result in doubling the PAT from FY24.

® Bank has no plans to raise equity capital.

Profit & Loss

" Yield on investments increased due to (1) RBI circular and (2) favorable
overseas scenario leading to better return on international investments.

®  Drivers for QoQ decrease in other income: i) reduction in processing fees due
to decrease in corporate loans and ii) investment reclassification to the tune of
Rs32bn owing to revised RBI horms.

®  Guidance provided: NIM — 3.15% RoA — 1.1% and RoE in excess of 15%.
Asset quality

®  Slippages in retail increased QoQ due to certain one-off accounts which could
not be recovered due to seasonality. As per management, asset quality for
MSME portfolio has fairly improved.

®  Banks expects slippage ratio to be between 1-1.25% while provision guidance
has been revised lower from <10bps to <75bps despite considering any
additional ECL impact from draft RBI circular.

®  Target is to recover Rs100bn from GNPA and TWO (Rs22.1bn in Q1FY25).

®  Guaranteed recovery on 100 accounts led to write-back in provisions, resulting
in overall decrease in provisions for Q1FY25.
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Exhibit 2: QoQ loan growth led by retail at 3.5%, Corporate degrew by 6.4%

Loan break up (Rs mn)  QI1FY25  QI1FY24 YoYgr. (%)  Q4FY24 QoQ gr. (%)
Domestic Advances 88,17,850 81,26,260 8.5 89,81,160 (1.8)
Corporate 35,53,750 34,68,220 25 37,997,470 (6.4)
SME 11,99,400 10,92,200 9.8 11,94,150 0.4
Retail 22,24,940 18,40,910 20.9 21,49,420 5
Agri 13,91,600 12,75,830 9.1 13,86,400 0.4
Other/Misc 4,48,160  4,49,100 (0.2) 4,553,720 1.2)
Advances Mix
Domestic Advances 82 82 0 82 (0)
Corporate 33 35 5) 35 5)
SME 11 11 2 11 2
Retail 21 19 12 20 5
Agri 13 13 1 13 2
Other/Misc 4 5 (8) 4 1
Source: Company, PL
Exhibit 3: Domestic NIM declines to 3.2% Exhibit 4: CASA ratio declined by 79bps QoQ to 34.4%
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Exhibit 5: Gross slippages declines by 8bps to 1.2%

Exhibit 6: Credit cost decreased by 9bps to 0.5%
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Exhibit 7: Return ratios to range between 14%-15%

ROAE decomposition FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E

NIl/Assets 2.9 25 25 2.7 3.0 2.9 2.9 2.9
Other Income/Assets 1.0 0.9 1.1 0.9 0.7 1.0 0.8 0.8
Net revenues/Assets 3.8 34 3.6 3.6 3.8 3.9 3.7 3.6
Opex/Assets 2.0 1.6 1.8 1.8 1.8 1.9 1.8 1.8
Provisions/Assets 25 1.9 14 11 0.5 0.4 0.4 0.5
Taxes/Assets 0.3 -0.2 0.4 0.2 0.4 0.5 0.4 0.4
ROAA -0.9 0.0 0.1 0.6 1.0 1.2 1.1 1.0
ROAE -17.8 0.9 1.2 9.6 16.5 17.8 15.5 13.7

Source: Company, PL Note — FY20 represents merged numbers

Exhibit 8: One-year forward P/ABV trades at 1.0x
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Income Statement (Rs. m)

Quarterly Financials (Rs. m)

Yle Mar FY23 FY24 FY25E FY26E Y/e Mar Q2FY24 Q3FY24 Q4FY24 Q1FY25
Int. Earned from Adv. 6,40,735 8,50,982 9,60,059 10,53,737 Interest Income 2,78,616 2,86,051 2,95,834 2,96,287
Int. Earned from invt. 2,21,560 2,48,657 2,69,760 2,95,344 Interest Expenses 1,70,309 1,75,038 1,77,906 1,80,286
Others 19,216 9,210 13,012 15,000 Net Interest Income 1,08,307 1,11,013 1,17,928 1,16,001
Total Interest Income 8,95,885 11,26,059 12,57,322 13,80,255 YoY growth (%) 6.4 2.6 23 55
Interest Expenses 4,82,325 6,78,844  7,66,875 8,38,933 CEB 19,250 14,820 18,540 14,190
Net Interest Income 4,13,560 4,47,215  4,90,446 5,41,323 Treasury - - - -
Growth(%) 26.8 8.1 9.7 10.4  Non Interest Income 41,712 28,105 41,915 24,873
Non Interest Income 1,00,258 1,44,954 1,31,518 1,41,881 Total Income 3,20,328 3,14,156 3,37,749 3,21,160
Net Total Income 5,13,818 592,169  6,21,965 6,83,204 Employee Expenses 37,064 38,085 45,467 40,140
Growth(%) 22.4 27.6 9.3 9.6 Other expenses 32,758 30,882 33,315 29,121
Employee Expenses 1,33,527 1,58,160 1,67,930 1,89,007 Operating Expenses 69,821 68,967 78,782 69,261
Other Expenses 1,11,657 1,24,357 1,38,149 1,54,794 Operating Profit 80,197 70,151 81,061 71,613
Operating Expenses 245183 282517 3,06079 3,43,802  YoY growth (%) 33.0 (14.8) 0.4 (8.5)
Operating Profit 2,68,635 3,09,652 3,15886  3,39,402  Core Operating Profits 75,417 69,771 75,871 70,733
Growth(%) 20.0 15.3 2.0 7.4 NPA Provision 22,850 10,070 14,850 12,690
NPA Provision 44,548 64,709 57,411 70,587 Others Provisions 21,606 6,663 13,019 10,107
Total Provisions 71,369 60,756 67,107 88,233  Total Provisions 21,606 6,663 13,019 10,107
PBT 1,97,266 2,48,896  2,48,779 2,51,169 Profit Before Tax 58,592 63,488 68,042 61,506
Tax Provision 56,170 71,008 67,489 67,816 Tax 16,063 17,694 19,177 16,924
Effective tax rate (%) 28.5 28.5 271 27.0 PAT 42,529 45,793 48,865 44,582
PAT 1,41,096 1,77,888 1,81,290 1,83,354 YoY growth (%) 28.4 18.9 23 9.5
Growth(%) 94.0 26.1 1.9 11 Deposits 1,24,96,469 1,24,52,996 1,32,69,578 1,30,69,941
Balance Sheet (Rs. m) YoY growth (%) 14.6 8.3 10.2 8.9
/e Viar Fvos Fyon p— v Advances 99,79,948 1,02,40,986 1,06,57,817 1,04,79,487
YoY growth (%) 19.3 15.0 13.3 8.8
Face value 2 2 2 2
No. of equity shares 5,178 5,178 5,178 5178 Key Ratios
Equity 10,355 10,355 10,355 10,355 Y/e Mar FY23 FY24 FY25E FY26E
Networth 9,82,229 11,22,236 13,11,314 14,57,997 CMP (Rs) 254 254 254 254
Growth(%) 14.3 14.3 16.8 11.2 EPS(Rs) 27.3 34.4 35.0 35.4
Adj. Networth to NNPAs 83,843 72,133 69,630 72,390  Book Value (Rs) 178 207 244 272
Deposits 1,20,36,878 1,32,69,578 1,47,91,670 1,65,63,400 Adj. BV (Rs) 162 193 230 258
Growth(%) 15.1 10.2 11.5 12.0 P/E (x) 9.3 7.4 7.2 7.2
CASA Deposits 47,50,968 51,43,662 49,42,571 54,75,940 P/BV (X) 14 1.2 1.0 0.9
% of total deposits 39.5 38.8 33.4 33.1 P/ABV (x) 1.6 1.3 11 1.0
Total Liabilities 1,45,85,615 1,58,57,971 1,77,74,232 1,99,27,880 DPS (Rs) 5.5 7.6 7.0 7.1
Net Advances 94,09,983 1,06,57,817 1,18,33,336 1,32,50,720 Dividend Payout Ratio (%) 20.2 22.1 20.0 20.0
Growth(%) 211 13.3 11.0 12.0 Dividend Yield (%) 2.2 3.0 2.8 2.8
Investments 36,24,854 36,98,168 42,66,970 48,27,753 Efficiency
Total Assets 1,45,85,615 1,58,57,971 1,77,74,232 1,99,27,880
Y/e Mar FY23 FY24 FY25E FY26E
Growth (%) 14.1 8.7 12.1 12.1
Cost-Income Ratio (%) 47.7 47.7 49.2 50.3
Asset Quality C-D Ratio (%) 78.2 80.3 80.0 80.0
Yle Mar FY23 Fy24 FY25E FY26E  Business per Emp. (Rs m) 275 317 348 385
Gross NPAs (Rs m) 3,67,637 3,18,336  3,02,726  3,14,726  Profit per Emp. (Rs lacs) 18 24 24 24
Net NPAs (Rs m) 83,843 72,133 69,630 72,390  Business per Branch (Rs m) 2,603 2,889 3,205 3,578
Gr. NPAs to Gross Adv.(%) 3.8 2.9 25 2.3 Profit per Branch (Rs m) 17 21 22 22
Net NPAs to Net Adv. (%) 0.9 0.7 0.6 0.5 bu-Pont
NPA Coverage % 77.2 77.3 77.0 77.0
Y/e Mar FY23 FY24 FY25E FY26E
Profitability (%) NII 3.02 2.94 2.92 2.87
Y/e Mar FY23 FY24 FY25E FY26E Total Income 3.76 3.89 3.70 3.62
NIM 3.2 3.1 3.0 3.0  Operating Expenses 1.79 1.86 1.82 1.82
RoAA 1.0 1.2 11 1.0  PPoP 1.96 2.03 1.88 1.80
ROAE 16.5 17.8 155 13.7  Total provisions 0.52 0.40 0.40 0.47
Tier | 14.0 14.1 14.6 14.6 ROAA 1.03 117 1.08 0.97
CRAR 16.2 16.3 16.8 16.9 ROAE 16.48 17.83 15.54 13.74

Source: Company Data, PL Research

Source: Company Data, PL Research
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Price Chart Recommendation History

"o No. Date Rating TP (Rs.) Share Price (Rs.)
300 1 08-Jul-24  BUY 290 274
o~ 2 11-May-24 BUY 290 255
3 09-Apr-24 BUY 270 268
o7 4 01-Feb-24 BUY 270 248
130 5 08-Jan-24 BUY 240 235
6 05-Nov-23 BUY 240 204
® ] N y 2 9 3 3 7 07-Oct23  BUY 235 215
3 = 3 = 3 = 3 8 06-Aug-23  BUY 235 101
Analyst Coverage Universe
Sr. No. Company Name Rating TP (Rs) Share Price (Rs)
1 AAVASFinances ~ Accumulate 185 1778
2 Axis Bank BUY 1,425 1,239
3 Bank of Baroda BUY 290 274
4 Can Fin Homes BUY 930 845
5 City Union Bank Accumulate 185 169
6 DCB Bank BUY 180 137
7 Federal Bank BUY 210 205
8 HDFC Asset Management Company BUY 4,700 4,196
9 HDFC Bank BUY 2,000 1,607
10 ICICI Bank BUY 1,520 1,207
11 Indusind Bank BUY 1,404 1,750
12 Kotak Mahindra Bank BUY 2,125 1,821
13 LIC Housing Finance Hold 660 771
14 Nippon Life India Asset Management BUY 700 636
15 State Bank of India BUY 910 860
16 UTI Asset Management Company BUY 1,050 1,049
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o >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
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ANALYST CERTIFICATION
(Indian Clients)
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