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Stress pool moderated sequentially;
However, slippages remained elevated
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After reporting whopping loss of INR 3,009 cr in Q2FY22, Bandhan Bank
has posted PAT of INR 859 cr in Q3FY22 which was sharply higher then
our estimate of INR 478 cr, driven by lower provisioning expenses.
Operating performance was healthy as NIl for the quarter increased by
3% YoY and operating profit grew by 2% YoY/26% QoQ. Collection
efficiency improved across geography and restructuring pool is declining
gradually. However, the slippages in the current quarter were higher
and NPA ratio stood flat despite ~“Rs12bn write-offs and improved
recoveries. Headline NPA ratio GNPA/NNPA stood at 10.8%/3% flat
QoQ. NIMs improved by 20bps QoQ at 7.8%. Loan portfolio (on book +
off book + TLTRO + PTC) for Q3FY22 grew by 7.8% QoQ.

Collection efficiency (CE) improves to 97%

Collection witnessed a sign of strong recovery as collection of EEB
(Emerging Entrepreneurs Business) portfolio (excluding NPA) for the
Dec’21 month improved to 97% from 93%/77% in Sep’21/Jun’21 (96% in
Q3FY22 vs 88% in Q2FY22). With gradual rise in activity levels, CE
improvement was broad-based: for Assam, it improved from 82% to 96%
QoQ, West Bengal (WB) from 92% to 97%, and rest of India from 94% to
98%. Moreover, 89% of customers are paying full dues, 7% are paying
partially and 4% are not paying at all. Around 2/3rd of NPA and
restructuring customers are paying the dues. Management highlighted
there is no disruption in business operations due to covid third wave and
collection trends should improve further.

Credit growth improved sequentially

Advances for the quarter grew by 7.8% QoQ (vs. 1.6% QoQ in Q2FY22).
EEB Group segment AUM declined in-line with management strategy to
INR 454.5 bn (from INR 463 bn in Q2FY22) while EEB individual book grew
strongly to INR 121 bn (from INR 77.7 bn in Q2FY22). Disbursements in
EEB individual segment more than doubled QoQ to INR 62 bn (from INR
26.7 bn in Q2FY22). Mortgage portfolio of the bank witnessed good
traction with housing assets disbursements stood at INR 22.2 bn vs. INR
9.8 bn in Q2FY22. After several quarters of consolidation, housing book
grew 7% QoQ. Deposits growth moderated at 19% YoY (vs. 24% YoY in
Q2FY22). CASA ratio of the bank increased from 44.6% to 45.6% QoQ.

Stress pool moderates; Slippages remained elevated: Gross slippages for
the quarter remained elevated at INR 34 bn vs. INR 29 bn in the previous
quarter. This was partially offset by recoveries and upgrades of INR 1548
cr and write-offs of INR 1200 cr. GNPAs, in absolute term, increased by
INR 678 cr but in percentage term it was steady at 10.8%. EEB GNPA was
steady at 13.7% vs. 13.6% QoQ. Restructured pool of the bank declined
from INR 90.3 bn to INR 66 bn.

Valuation & View: Bandhan Bank has reported improved trend on
collection front and healthy credit growth sequentially. Also, EEB stress
pool moderated to INR 170 bn (vs INR 195 bn in Sep’21). However, there
was no major movement in GNPA ratio. We believe, normalization of
stress level will take couple of more quarter and behavior of restructured
pool will be keenly watched, once it is out of moratorium. We revise our
rating on the stock to Hold from Neutral with a revised TP of INR 323
(earlier INR 296), based on 2.6x FY24E ABV.
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Q3FY22 result Snapshot

Q3FY22 Q3FY21 Q2FY22
Interest Earned 3,409 3,308 3.0% 3,181 7.2%
Interest Expended 1,284 1,236 3.9% 1,245 3.1%
Net Interest Income 2,125 2,072 2.6% 1,935 9.8%
Other Income 712 553 28.7% 492 44.9%
Total income 2,837 2,625 8.1% 2,427 16.9%
Operating Expenses 887 711 24.7% 878 1.0%
Cost-income-ratio 31.3% 27.1% 418bps 36.2% -491bps
Operating Profits 1,950 1,914 1.9% 1,549 25.9%
Provisions & Contingencies 806 1,069 -24.6% 5,578 -85.6%
PBT 1,144 845 35.4% -4,029 NA
Provisions for Tax 285 213 34.2% -1,020 NA
Effective Tax Rate (%) 25% 25% NA 25% -38bps
PAT (reported) 859 633 35.8% -3,009 NA
GNPA 9,442 859 999% 8,764 8%
NNPA 2,413 201 1099% 2,266 7%
GNPA 10.8% 1.1% 970bps 10.8% -1bps
NNPA (%) 3.0% 0.3% 275bps 3.0% -3bps
Advances (On-Book + Off Book) 87,998 80,260 9.6% 81,661 7.8%
Deposits 84,500 71,188 18.7% 81,898 3.2%
NIM (%) 7.80 8.13 -33bps 7.60 20bps
Total CAR (%) 20.0% 26.6% -658bps 20.4% -44bps
Tier 1 (%) 19.0% 23.7% -465bps 19.5% -48bps
Tier 2 (%) 1.0% 2.9% -193bps 1.0% 4bps
Concall Highlights:

= Bank has not seen any impact on its business operations till date due to Covid 3.0.

= Business activities returned to almost pre pandemic levels during Q3FY22. Collection efficiency trends have been
encouraging during Q3FY22 as people’s livelihood is coming back to normalcy.

= OQverall collection efficiency (CE) stood at 93% from 90% QoQ and for EEB, it stood at 92% from 86% QoQ.
Furthermore among NPA customers, CE at 97% from 93% QoQ and it will soon reach 99%.

= Assam CE stood at 96% from 82% QoQ. West Bengal CE stood at 97% from 92% QoQ.

= 66% of NPA customers are paying in Q3FY22 and 61% of restructured customers paid in Q3FY22.

= 1-30 dpd declined from 11% to 5.3% QoQ, 31-60 dpd from 7.1% to 2.9% QoQ and 61-90 dpd was around 2.9%.

= EEB NPA as well as restructuring is declining QoQ and this trend is likely to continue. Overall delinquent pool has
reduced by 8% excluding write-offs.

= At a consolidated level it is carrying cumulative provisions of INR 102 bn vs INR 106 bn QoQ (total provisions
towards the entire portfolio).

= Of the standard asset provisioning created of INR 21 bn, it has reversed INR 8 bn and continues to carry balance
INR 13 bn.

= There is no restructuring done during the quarter.

= For zero DPD customers, Assam government has started paying back the money. So far, bank has received money
for 39,600 customers amounting to INR 86 cr.
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Exhibit 1: Microfinance portfolio stress pool coverage analysis

EEB stress pool coverage analysis 0 %Rlc(lhan

All amount in X Bn.

Sep’21
T L S | Coverage | Amoum |
Coverage
Provision 855
Estimated recovery till 31" March &0
2022 #
CGFMU recovery 30
Assam Relief Scheme™ xx
= NPA = Restructured = SMA2 « SMA 1 Total 185.5
Dec’21
EEB Stress Pool - X170 Bn.
coveroge [ o
Provision 91.7
Estimated recovery till 30" June so
2022 #
CGFMU recovery 25
Assaom Relief Scheme™* Xx
Total 166.7
e —————
1
: i
- :
:ﬂfhemry stil isc ively b d on the octual recovery made from the stress pool in Q3 FY 22. Historically Q4 :
T
H 1

hasalwaysbemﬂnebestqmroftheyewm terms of recovery.

Collection ffciency for the month Collection Eficiency for the quarter

|
3160 Da el mbecli o AL NBAN
0 [ kan | I 15
| 11t
West Bengal o g 9% s %%
i | o
I
|
InchudingNPA ~ Excluding NPA  Including arears | Inchdig NP Excluding KPR Including Arrears
Sep2l Dec2L el Derlt Excluding Arrears Excluding Arrears
Collection Efficiency of top states
61-90 Days NeA iates | Forthemonth of 2t | ForthemanthofDectt [N frgpm 2 | Forgamn |
West Bengal i i 964
El kam 82 95% ms m
Rest of India 94%
E!H-“-E- -E_“
Customer Paying Pro
M For the month ofSep'21 Forthe month of Dec’2i
= Shoreofcustomers ShoreofReehables  Shoreofcustomers  Shareof Recelhobls
FulPaying m. o % G
Partia Paying T % n. i
Seplt Deell el et = N""p"'”g ;

Arihant Capital Markets Ltd 3



Key Financials

Income Statement

Particulars (Rs in Cr)

Interest Income 12524 15100 17508 21163
(-) Interest Expense -4961 -6278 -7611 -9559
Total Net Interest Income 7563 8822 9896 11605
Other Income 2109 2364 2790 3372
Total Income 9672 11186 12686 14977
Total Operating Expenses 2817 3243 3531 4018
Operating Profit 6855 7943 9155 10958
Provisions 3907 8756 4083 4618
Profit before Tax 2949 -813 5072 6340
Provision for Taxes 743 -205 1278 1598
PAT 2205 -608 3794 4743

5% 10% 4% 3%

Ratios

Particulars (Rs in Cr)

Basic Ratio
EPS

Book Value per share

Adjusted book value per
share

Asset Quality
Gross NPAs
Net NPAs
PCR

Profitability Ratio
ROAE
RoAA

NIMs (as calculated)

Valuation
P/E (x)
P/BV (x)

P/ABV (x)

2021

13.7
108.1

90.3

6.8%
3.5%
48.5%

13.5%
2.1%
7.9%

21.6
2.7
3.3

2022E

-3.8
101.5

89.5

9.8%
2.3%
80.0%

-3.6%
-0.5%
7.8%

-78.4
2.9
3.3

Balance Sheet

Particulars (Rs in Cr)
Assets

Cash and Balances with RBI
Money at call and short
notice

Investments

Advances

Fixed Assets

Other Assets

Total Assets

Liabilities

Capital

Reserves and Surplus
Deposits

Borrowing from other
banks

Other liabilities and
provisions

Total Liabilities

5235

958
25155
81613

487

1545
114993

1611
15798
77972

16960

2652
114993

2022E

7303

3010
22822
91286

543

1854

126818

1611
14739
91286

17201

1981
126818

2023E

8796

3010
27488
115449
606
2225
157574

1611
17983
109951

25643

2386
157574

10541

3010
32939
140980
681
2670
190821

1611
22726
131757

31821

2906
190821
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23.6 29.4 Analysis
121.7 151.1 Particulars (Rs in Cr) 2022E 2023E
97.8 124.2 Spread Analysis
Yield on advances 14.0% 15.0% 14.9% 14.7%
Yield on investments 5.8% 6.0% 6.0% 6.0%
Cost of deposits 4.6% 46% 4.6% 4.6%
6.4% 6.0% Cost of funds 6.2% 6.0% 6.1% 6.3%
3.5% 3.3% Spread 5.6% 6.5% 6.4% 6.1%
50.0% 50.0%  Growth (%)
Advances growth 22.5% 11.9% 26.5% 22.1%
Deposit growth 36.6% 17.1% 20.4% 19.8%
21.1% 21.6% Net Profit growth -27.1%  -127.6%-723.8% 25.0%
2.7% 2.7% Liquidity
7.5% 7.2% Advances to deposit ratio 104.7% 100.0% 105.0% 107.0%
CASA 43.4% 44.0% 44.0% 36.7%
CET 1 Ratio 23.5% 18.7% 18.4% 18.8%
12.6 10.1 Efficiency
24 2.0 Cost-to-income 29.1% 29.0% 27.8% 26.8%
3.0 2.4
4



Arihant Research Desk

Email: instresearch@arihantcapital.com

Tel. :022-42254800

Head Office Registered Office
#1011, Solitaire Corporate Park

Building No. 10, 1°** Floor Arihant House

Andheri Ghatkopar Link Road E-5 Ratlam Kothi
Chakala, Andheri (E) Indore - 452003, (M.P.)
Mumbai — 400093 Tel: (91-731) 3016100
Tel: (91-22) 42254800 Fax: (91-731) 3016199

Fax: (91-22) 42254880

Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5% to -12%

SELL <-12%

Research Analyst

. . Contact Website Email Id
Registration No.

instresearch@arihantcapital.

INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com

com

Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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