[l HDFC securities

INSTITUTIONAL RESEARCH

Bargain, but little else

KVB'’s asset quality was optically stable in 2Q as GNPAs
dipped ~3% QoQ, aided by higher WOs and an ARC sale
even as slippages remained elevated. Stunted growth and
NIM compression persisted. Maintain BUY (TP of Rs 88,
1.4x Sept-21E ABV of Rs 63), on inexpensive valuations.

HIGHLIGHTS OF THE QUARTER

®  Slippages Remain Elevated: Gross slippages remained
elevated (Rs 5bn, 4.3% ann.) as corporate slippages
jumped to ~Rs 2.4bn (~7%), while SME slippages
dipped to ~Rs 1.8bn (~4%). With the unforeseen
slippage of a 5/25 a/c (~*Rs 750mn) and an NBFC (~Rs
2bn) in 2QFY20, the slippage guidance was revised
upward by ~Rs 3.5bn. We have increased our slippage
estimates even further (than guided) to 2.5% over
FY20-22E. Management retained its net slippage
guidance, citing higher recoveries and upgrades.

® LLPs Remain Elevated: Overall provisions jumped
~71/11%, led by a ~62/5% increase in LLPs to ~Rs 3.4bn
(~2.9% ann.). As GNPAs were flat QoQ (-3%), calc.
coverage rose ~710/320bps to ~52%. While
management does not foresee significant additional
provisions and believes that current PCR reflects
eventual LGDs on exposures, we continue to model
higher LLPs at 2.3% over FY20-22E. We estimate a
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terminal PCR of 56% by FY22E; management guides for
a ~600bps increase from current levels.

®  Loan Book Flat: Net advances were flat YoY and QoQ
at ~Rs 471bn. De-growth in the corporate book
sustained (-8/-2%). SME loans too dipped ~3%
YoY/QoQ. In an attempt to ‘de-risk’ its book, the bank
is shedding risky corporate and large ticket SME loans.
Retail loan growth was healthy at ~32/8% (28%
adjusted for IBPC purchases). We have toned down our
growth assumptions to ~12% over FY20-22E as
rationalization of the corporate and SME portfolios and
extraneous factors weigh down on overall growth.

STANCE

We build higher slippages and slightly slower growth as
we expect current trends to persist for longer due to
extraneous factors. Operating and asset quality metrics
still do not reflect the claimed shift in practices. Legacy
issues continue to drag. Still, , the stock’s under-
performance implies most of the bad news is priced in.
Our BUY draws mostly from inexpensive valuations.
Despite KVB’s numerous stumbles, we believe a 1.4x
target multiple is fair, as it can turn around quickly with
even a mild macro tailwind.

(Rs mn) 2QFY20 2QFY19 YoY (%) 1QFY20 QoQ (%) FY19 FY20E FY21E FY22E
Net Interest Income 5,963 5,791 3.0% 5,840 2.1% 23,628 25,269 27,305 30,711
PPOP 4,312 3,614 19.3% 4,451 -3.1% 17,108 19,412 20,359 22,989
PAT 633 837 -24.4% 729 -13.2% 2,109 3,362 5,944 8,579
EPS (Rs) 0.8 1.0 -24.4% 0.9 -13.2% 2.6 4.2 7.4 10.7
ROAE (%) 3.3 5.2 8.9 12.4
RoAA (%) 0.31 0.47 0.76 0.98
Adj. BVPS (Rs) 50.1 54.1 60.1 65.3
P/ABV (x) 1.10 1.02 0.92 0.84
P/E (x) 20.8 13.1 7.4 5.1

Source: Bank, HDFC sec Inst Research
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CMP (as on 1 Nov 2019) Rs 55
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Better Underwriting Evident: Additional disclosures
on underwriting quality indicate a meaningful
improvement since FY15. Time-series analyses of the
% of loans that cross 30dpd at any point within
6m/12m of origination, plotted against the period of
origination, and indexed to the base figure of Mar-15
indicates a sharp improvement in underwriting
quality.

Legacy Pain Evident Too: Even as recent disclosures
indicate improvement in underwriting quality and
‘de-risking’ of the corporate and SME books continue,
elevated slippages combined with an uptick in SMA |
& Il since FY19 indicate the legacy pain, especially in
large a/cs.

Further, >50% of corporate NPAs are >Rs 1lbn and
>80% of NPAs are outside southern India.

While the slippage guidance was revised only to
adjust for unanticipated slippage in 2QFY20, we
believe more stress may be in store, given the recent
spate of ratings downgrades and broader macro
stress. A key assumption to our slippage estimates is
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that the existing elevated slippage flow is from the
pre-identified stress.

GNPAs Stable Optically: Even as slippages remained
elevated (4.3% ann.), GNPAs dipped ~3% QoQ, due to
higher reductions, aided by an ARC sale of ~“Rs 1.9bn
and WOs of ~Rs 2.4bn.

Deposits Muted: Deposits, too were flat QoQ, albeit
up ~7% Yoy, led by ~8/2% growth in SA. CA dipped
~2% QoQ (+6% YoY). The CASA ratio improved
~25/5bps to 29.8% but no meaningful trend is visible
here. Given that growth in advances remains
negligible and the CD ratio is comfortable at ~76% (-
410/40bps) we are not worried about the sluggish
deposit growth.

Spreads Expand, Margins Contract: With a ~6/24bps
increase in yields and a ~8/7bps increase in the CoF,
spreads improved ~5/20bps to ~4%. However, excess
liquidity, as indicated by the fall in the CD ratio due to
sluggish credit growth weighed down on margins (-
11/-3bps, 3.46%). We build NIMs of 3.8% over FY20-
22E.

Change in Estimates

R FY20E FY21E

smn Oid New Change old New Change
NII 25,585 25,269 -1.2% 28,230 27,305 -3.3%
PPOP 19,525 19,412 -0.6% 21,309 20,359 -4.5%
PAT 3,635 3,362 -7.5% 6,413 5,944 -7.3%
Adj. BVPS (Rs) 52.5 54.1 3.0% 61.1 60.1 -1.8%

Source: HDFC sec Inst Research

Page | 2



[- KARUR VYSYA BANK : RESULTS REVIEW 2QFY20

INSTITUTIONAL RESEARCH

Five Quarters At A Glance In line with estimates, led by flattish
Rs mn 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 YoY Growth  QoQ Growth loans and a slight dip in NIMs

Net Interest Income 5,791 5,808 6,192 5,840 5,963 3.0% 2.1%

Non Interest Income 1,756 2,599 2,725 2,698 2,777 58.2% 2.9% .

Treasury Income (210) 270 570 670 910 NA 35.8% Buttressed by treasury income as fees

Operating income 7,547 8,407 8,917 8,538 8,740 15.8% 2.4% dipped ~3/9%

Operating expenses 3,933 4,157 4,269 4,087 4,429 12.6%

Pre |:.>r'ovision profit.s ' 3,614 4,250 4,648 4,451 4,312 19.3% Other opexjumped ~12% QoQ, after
Provisions and contingencies 2,131 4,004 3,523 3,300 3,652 71.3% . .

NPA Provisions 2,070 4,320 2,760 3,180 3,350 61.8% de-growing in 1Q and staff costs were
PBT 1,483 246 1,124 1,152 660 -55.5% higher (+23/5%) due to an increase in
Provision for Tax 645 34 524 422 27 -95.9% retirement benefit brovisions
PAT 837 212 600 729 633 -24.4% -13.2%

Other details
Balance Sheet items/ratios

Deposits (Rs bn) 583 586 599 617 . ~

CASA deposits (%) 29.5 29.8 29.9 29.7 CASA deposits grew ~8/1%, led by
Advances (Rs bn) 465 460 486 470 ~9/2% SA growth

CD ratio (%) 79.8 78.5 81.1 76.1

CAR (%) 14.2 14.6 16.0 16.0 Gross advances were ~Rs 498bn (+3%

PTie;_L (Zo')l't 13.7 14.1 14.3 14.3 YoY, flat QoQ); Corporate and
roritapility .

Yield on Advances (%) 9.79 9.59 9.81 9.61 9.9 6 bps 24 bps Commercial advances de-arew

Cost of Deposits (%) 5.85 5.80 5.80 5.82 5.9 1 bps

NIM (%) 3.57 3.60 3.88 3.49 3.46 -11 bps

Cost-Income ratio (%) 52.1 49.4 47.9 47.9 50.7 -145 bps . . .

Tax rate (%) 43.5 13.9 46.6 36.7 4.0 -3948 bps I{VB.n?amtamed subs.tar?tml excess
Asset quality liquidity (~Rs 61bn), indicated by the
Gross NPA (Rs bn) 37.1 40.6 445 45.1 43.9 18.4% low CD ratio. This weighed down on

Net NPA (Rs bn) 20.5 23.0 24.2 23.2 21.2 3.3% NIMs

Gross NPAs (%) 7.70 8.49 8.79 9.17 8.89 119 bps

Net NPAs (%) 4.41 4.99 4.98 4.94 4.50 9 bps

Restructured Book (%) 0.10 0.01 0.15 0.29 0.35 25 bps Contained by an ARC sale for Rs 1.9bn

Delinquency ratio (%) 2.94 7.85 5.26 3.97 131 bps

Coverage ratio (%) (Calc.) 44.66 43.40 45.61 48.53 51.76

Net Slippages (Rs mn)
Corp 310 2,460 2,870 (2,150) (260) Gross Slippages split: Corporate ~Rs
SME 980 860 1,120 1,910 (1,230) 2.4bn vs. Rs 0.6bn QoQ, SME ~Rs 1.8bn
Agri /0 80 60 430 230 vs. Rs 3.1bn, Retail Rs 320mn vs. Rs
Retail 80 90 (110) 420 60

Source: Bank, HDFC sec Inst Research 510mn QoQ
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Corporate and commercial
loans de-grew ~8% and 3%
YoY respectively as the bank
attempts to de-risk its B/S

Growth in retail advances was
healthy at ~33/8% and
adjusted for IBPC purchases,
retail loans grew ~28%

90% of the incremental Retail
and Commercial loans are
through digital channels

Retail loan growth split
Housing +31/7%

Personal loans +50/12% on a
small base

Mortgages +15/5%

Jewel Loans +16/3%

Vehicle Loans -3%/ flat QoQ
Education Loans -10%/ flat
QoQ

KVB has tied up with Home
Credit India for co-origination
of loans

A significant portion of the
agri book is backed by gold

KVB has exited certain agri
products (related to stocks in
warehouses) due to fraud

| KARUR VYSYA BANK : RESULTS REVIEW 2QFY20

Advances Mix: Retail Rises Gradually

Net Advances Flat

I Advances (Rs bn) ——d—YOY (%) - RHS W Corporate Commercial W Retail Agri
550.0 — 16.0%
18 16 17 17 18 18 17 17 17 17 17 16 17 i 17
500.0 14.0%
450.0 12.0%
10.0%
400.0 1
8.0% 33 34 34 34 34 35 134
350.0 34 35 31 3433
6.0%
300.0 4.0%
250.0 2.0%
200.0 0.0%
N IN IN N 00 60 60 .0 O oo oo oy O ~ ~ N~ ~ 0] [o0] 0 o] [e)] (o)} [e)] (o)} o o
T rrisIrizsiiz T i L rzzizziziifoa
993993398389 °¢ 9289988999233 ¢8 9 ¢
Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
Retail Book Break Up : Healthy Growth In Home And Personal Loans
(%) 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
FY17 FY17 FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20 FY20
\Housing 37.2 36.8 36.8 37.0 36.1 36.7 36.2 35.7 36.9 32.1 35.6 354
LAP 14.5 15.2 15.9 17.1 17.8 18.3 17.9 17.8 17.8 15.2 15.8 15.3
Vehicle Loan 43 14.5 14.6 14.5 13.7 13.3 12.8 12.1 11.6 9.3 9.5 8.8
Jewel Loans 5.4 9.4 9.1 8.6 8.0 7.6 7.2 6.6 6.3 5.5 6.1 5.8
Personal Loans 10.2 5.0 4.7 4.4 4.0 3.9 3.6 3.8 4.3 3.8 4.1 43
Education 14.4 4.2 4.0 4.0 3.6 3.4 3.1 2.8 2.6 2.1 2.1 1.9
Others 14.0 14.9 14.9 14.5 16.8 16.8 19.3 21.3 20.5 32.1 26.8 28.5
Commercial Book: Focus Tilts Towards Smaller Ticket Sizes
(%) 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
FY17 FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20 FY20
(Arl/ fn:';)ket Size 4.67 4.67 4.92 4.12 3.90 4.00 4.00 4.00 4.00 4.00 4.00
‘< 50 mn 78% 79% 78% 76% 80% 80% 79% 79% 80% 84% 84%
50mn - 100mn 11% 11% 11% 11% 11% 11% 12% 12% 12% 11% 11%
100mn -250mn 10% 9% 10% 11% 8% 8% 8% 8% 7% 5% 5%
> 250mn 1% 1% 1% 2% 1% 1% 1% 1% 1% 0% 0%

Source: Bank, HDFC sec Inst Research
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Deposit growth was led by Deposits Too Flat QoQ (+7% YoY) CASA Ratio Improves Slightly QoQ
8/1% CASA growth and TDs I Deposits (Rs bn) —+— YoY (%) - RHS I CASA (Rs bn)  —a— CASA Ratio (%) - RHS
~E/10 650.0 - 18.0% — 35.0%
grew ~6/1% 0 1900 Y
600.0 - 16.0% - 32.5%
170.0 . 30.0%
SA grew ~8/2% while CA grew >50.0 - 14.0% oo S
i 150. :
~6% YoY (down 2% QoQ) 500.0 12.0% . 25.0%
0,
450.0 L 10.0% 130.0 50 5%
Excess liquidity and the 4000 - 8.0% 110.0 - 20.0%
consequently lower CD Ratio 3500 r 6.0% 90.0 - 17.5%
- 2.0 . 15.0%
impacted NIMs 300.0 4.0% 0.0 e
250.0 L 2.0% - 12.5%
: 200.0 | 0.0% 50.0 - 10.0%
We have factored in NIMs of T RN NNO®O® 0O DR O O ' SN NRRRRRRTDL
~ = " N
~3.8% over FY20-22E A A A CLLLiioiiiiis
g3ggQoIgIggocgaggagdagdg SR MT ARG T SN DT S
Faster loan growth will drive Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
NIM improvement
NIMs Compression Continues C-1Jumps QoQ
Sharp QoQ growth in other —o— Yield on advances —— Cost of Deposits == NIM-RHS —=—Opex/Non interest Income —a—C/I Ratio (RHS)
opex (+12% QoQ, after de- y 30 - X % _ 65.0
— 0 ~
growing QoQ in 1Q) was due 14.00 % 1 2'32 28 + | 600
to higher IT spends 12.00 + - 4.50 25 T
10.00 + - 425 23 & - 55.0
. . ' - 4.00 20 +
Adjusted for treasury income, 8.00 + - 3.75 1.8 + - 500
the C-I ratio jumped 600 L I ggg 1-2 T - 450
o . : - 3. 13 -+
590/460bps to ~56.6% 200 | L g.gg 10 1 . 400
2.00 + - 2.50 08 1 - 35.0
- 225 05
0.00 2.00 0.3 30.0
N IN IN IN 00 00 60 00 OO OO0 oo oo O O N IN IN N 00 60 60 0 O oo oo oo O O
T o = = o+ H =+ +H = = N Rl — = — — — = — N N
> > > > > > > > > > > > > > > > > > > > > > > > > > > >
[ w w L L [N [N [N [N [N [N [N [N [N L [ L w L L w L [N [N [N [N [N [N
00 dgdddogagagagadagdgdd 0 ddgaogdagddgaaoagdddaa
- N N < A4 N N A NN N I N N < 4NN NN H N
Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
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Fee income dipped 3/9%
YoY/QoQ due to a dip in
corporate loans and the non-
fund based exposure

Mgt expects fee income to
bounce back in 3 & 4Q

Higher reductions (incl. ARC
sale of Rs 1.9bn and
recoveries of Rs 1.95bn)
resulted in a 3% QoQ
reduction in GNPA, even as
slippages were elevated at
4.25% ann.

WOs for the qtr were ~Rs
2.4bn

GNPA Split:

Corporate ~21.3% vs. ~21%
QoQ

SME 7.1% vs. 7.65% QoQ
Agri 2.5% vs. 2.3% QoQ
Retail 1.8% vs. 1.9% QoQ

Interestingly, >50% of
corporate GNPAs are > Rs 1bn

>80% of GNPAs are outside
the bank’s core geographies

KARUR VYSYA BANK : RESULTS REVIEW 2QFY20

Non-interest Income : Supported By Treasury Gains

Rs mn 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
FYl16 FY17 FY17 FY17 FY17 FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20 FY20
Fees 1,550 1,470 1,370 1,380 1,550 1,890 2,100 1,990 2,010 1,910 1,760 1,610 1,630 1,680 1,530
0,
:3;/£:£ 1.61% 1.50% 1.40% 1.42% 1.56% 1.81% 1.96% 1.83% 1.82% 1.68% 1.52% 1.39% 1.38% 1.41% 1.30%
Treasury 110 150 810 320 780 470 200 260 80 70 210 270 570 670 910
Forex 90 100 80 100 90 110 110 80 140 130 70 90 120 90 100
others 390 130 130 160 390 170 500 380 340 440 130 630 410 260 230
TOTAL 2,140 1,850 2,390 1,960 2,810 2,640 2,910 2,710 2,570 2,550 1,750 2,600 2,730 2,700 2,770
[V
i:: :fmtal 26.0% 25.2% 30.6% 24.7% 28.6% 30.5% 29.3% 28.6% 24.5% 30.4% 23.3% 30.9% 30.6% 31.6% 31.8%
Source: Bank, HDFC sec Inst Research
1 Branch (Net) Added QoQ G/NNPAs Dip ~3/9% YoY/QoQ
I GNPA (Rs Mn) NNPA (Rs Mn)
o —— 50,00 . ——GNPA (%) - RHS ——NNPA(%)-RHS .
Mahazr;\shtra J15 12 4500 4 A~ 9.0%
West Bengal 40.00 - 8.0%
14
Kerala 35.00 - 7.0%
21 30.00 - 6.0%
Karnataka/ 25.00 - 5.0%
51 /‘ 20.00 - 4.0%
Telangana 15.00 - 3.0%
59 10.00 - 2.0%
Andhra_” Tamil Nadu 5.00 - 1.0%
Pradesh 420 0.00 - L 0.0%
121 5SS 553888EEIISZISZZSLR
Tzttt
0dgdocdoddagogodgdadaoaad
A AN N < NN NN < N

Source: Bank, HDFC sec Inst Research

Source: Bank, HDFC sec Inst Research
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Restructured loans were ~Rs Restructured Book At 33bps Calc. Coverage Ratio Improves ~320bps QoQ
. n pS Oj loans, I Restructured Book (Rs bn —a—% of loans - RHS I Coverage Ratio (%) =a— NPA provisions % of loans - RHS
1.64bn (33b I dBook (Rs bn) fl (%)
- - %
Restructuring was spread 12.0 6.0% 70%
. 5.5% 65%
across s-ectors (textiles, food 10.0 5.0% Co%
processing, wood products 80 3-(5);3 559
etc.) ' 359 50%
6.0 3.0% 45%
. 2.5% 40%
Reported PCR improved 4.0 z.o'? 359%
1.5%
~280bps QoQ to ~62% 2.0 10% 30%
0.5% 25%
. 0.0 = 0.0% 20%
of ~55-60%, while we model a 5555588583585 8 35 R R R R R R
(]
Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
The mgt increased its gross GNPA Movement: Slippages Remain Elevated, Guidance Revised
slippage guidance for the RS mn aQ 1Q 2Q 3Q aQ 1Q 2Q 3Q 4Q 1Q 2Q 3Q aQ 1Q 2Q
period 4QFY19-FY20E from FY16 FY17 FY17 FY17 FY17 FY18 FY18 FY18 FY18 FY19 FY19 FY19 FY19 FY20 FY20
~Rs 18.5bn to ~Rs 22bn due to Opening 7,212 5112 7,024 9,027 10,222 14,838 18,070 21,362 26,633 30,158 35,628 37,068 40,557 44,496 45,106
the slippage of an NBFC Slippages 6,750 2,389 4,253 2,433 5,800 3,892 4,268 7,133 5,627 7,850 3,410 7,370 6,220 4,740 5,000
. % ann. 702 243 435 253 567 367 393 651 502 677 293 641 512 397 4.25
(Reliance ADAG co) and a _
T T N T T Deductions 8,850 477 2,249 1,238 1,184 660 977 1,861 2,102 2,380 1,970 3,880 2,282 4,130 6,200
. 0 hi P Closing 5,112 7,024 9,027 10,222 14,838 18,070 21,362 26,633 30,158 35,628 37,068 40,558 44,496 45,106 43,906
( Rs 75 mn) this qtr Source: Bank, HDFC sec Inst Research

HTETTH GDI 1 TG S Breakup Of Provisions : NPA Provisions Rise

“Rs 16bn 2 aq 1@ 22 3@ 4Q 1 2 3 4 1aQ 20 3 4 1aQ 2q

FY16 FY17 FY17 FY17 FY17 FY18 Fy18 Fyi8 FY18 FY19 FY19 FY19 FY19 FY20 FY20

The mgt retained its net [NPA 530 940 960 880 2,040 1,570 1,600 3,020 4,210 4,030 2,070 4,320 2,760 3,180 3,350]

slippage guidance as it sees Std assets 50  (40) - (40) (20) 10 40 30 (270) 60 (160) 20 50 (10) 110

an uptick in recoveries and Rest (3200 (60)  (30) 2 (40) 80 110 20 (330) (90) (10) (200 30 20 20
upgrades Assets

Other (190) (1000 80 96 - 674 1,110 20 - 167 100 104 263 120 42

Inv (200) (70) 180 3 190 - 350 190 330 60 130 (420) 420 (10) 130

TOTAL (130) 670 1,190 940 2,170 2,334 3,210 3,280 3,940 4,227 2,130 4,004 3,523 3,300 3,652

Source: Bank, HDFC sec Inst Research

Page | 7



r

Lt HDFC securities

INSTITUTIONAL RESEARCH

Peer Set Comparison

KARUR VYSYA BANK : RESULTS REVIEW 2QFY20

Mcap CMP . TP ABV (Rs) P/E (x) P/ABV (x) ROAE (%) ROAA (%)
BANK Rating

(Rsbn) (Rs) (Rs) | FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E
KMB # 3,016 1,580 NEU 1,628 239 277 323| 375 309 251 535 450 3.75| 149 151 157| 196 2.01 2.07
ICICIBC # 2,980 462 BUY 510 155 178 207| 2658 138 100| 229 195 164 69 128 154| 0.83 140 1.65
AXSB 2,109 748 BUY 958 272 314 363| 352 160 13.0| 265 229 198 75 13.7 148| 0.68 131 1.41
1B 978 1,380 BUY 1,904 515 581 688| 185 145 116| 268 237 201| 165 166 181| 173 186 1.94
RBL 171 86 BUY 119 63 74 85| 10.0 8.3 66| 136 117 1.02| 122 132 148| 1.00 1.04 1.13
FB 156 213 BUY 261 68 80 94| 186 162 141| 311 2,65 2.27| 160 158 155| 1.72 169 1.65
CuUB 134 310 NEU 294 161 179 214| 246 132 92| 193 174 1.45 70 120 154| 0.62 098 1.18
DCBB 57 183 BUY 243 97 113 130| 13.8 113 9.0/ 1.88 162 1.40| 124 135 149| 107 114 1.22
KVB 44 55 BUY 88 54 60 65| 13.2 7.4 52| 1.02 092 0.85 5.2 89 124| 047 0.76 0.98
SBIN # 2,798 314 BUY 389 182 215 250 121 7.7 57| 1.29 1.08  0.90 76 109 13.0| 045 064 0.77
AUBANK 208 688 BUY 807 121 148 184| 30.7 222 17.2| 5.67 465 3.75| 181 196 20.8| 1.80 1.91 1.93

Source: Company, HDFC sec Inst Research, # Adjusted for subsidiaries value
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Income Statement Balance Sheet
(Rs mn) FY18 FY19 FY20E FY21E FY22E (Rs mn) FY18 FY19 FY20E FY21E FY22E
Interest Earned 56,997 58,158 62,091 67,373 75,374 SOURCES OF FUNDS
Interest Expended 34,015 34,530 36,822 40,068 44,663 Share Capital 1,453 1,599 1,599 1,599 1,599
Net Interest Income 22,981 23,628 25,269 27,305 30,711 Reserves 61,189 62,629 63,856 66,025 69,156
Non-interest Income 8,999 9,628 11,840 12,381 13,501 Shareholders' Funds 62,642 64,228 65,455 67,624 70,755
Fee Income (CEB) 6,171 6,549 6,852 7,709 8,827 Savings 1,10,006 1,221,014 1,30,695 1,43,765 1,61,016
Treasury Income 1,011 705 2,500 2,000 1,750 Current 55,764 58,136 62,496 68,746 76,995
Total Income 31,980 33,256 37,109 39,686 44,212 Term Deposit 4,03,131 4,19,530 4,50,994 5,00,604 5,66,683
Total Operating Exp 14,207 16,148 17,696 19,327 21,223 Total Deposits 5,68,901 5,98,680 6,44,186 7,13,114 8,04,695
Employee Expense 6,391 7,612 8,524 9,495 10,576 Borrowings 23,940 15,653 20,670 24,995 30,964
PPOP 17,773 17,108 19,412 20,359 22,989 Other Liabilities 13,932 14,840 16,043 17,346 19,080
Provisions & Contingencies 12,250 14,142 14,893 12,369 11,458 Total Liabilities 6,69,414 6,93,401 7,46,354 8,23,079 9,25,494
Prov. For NPAs (Incl. Std Prov.) 10,219 13,157 14,543 12,194 11,283
PBT 5,524 2,966 4,519 7,990 11,531 APPLICATION OF FUNDS
Provision for Tax 2,067 857 1,157 2,045 2,952 Cash & Bank Balance 43,092 36,970 30,824 32,126 35,576
PAT 3,457 2,109 3,362 5,944 8,579 Investments 1,58,032 1,48,816 1,63,810 1,71,855 1,83,481
Source: Bank, HDFC sec Inst Research G-Secs 1,40,128 1,26,710 1,41,721 1,49,754 1,61,341
Advances 4,48,001 4,85,808 5,27,102 5,92,990 6,78,973
Fixed Assets 5,282 5,830 6,121 6,427 6,749
Other Assets 15,007 15,977 18,496 19,681 20,714
Total Assets 6,69,414 6,93,401 7,46,354 8,23,079 9,25,494

Source: Bank, HDFC sec Inst Research
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Key Ratios

FY18 FY19 FY20E FY21E FY22E FY18 FY19 FY20E FY21E FY22E
VALUATION RATIOS ASSET QUALITY
EPS (Rs) 4.8 2.6 4.2 7.4 10.7 Gross NPLs (Rs mn) 30,158 44,496 46,142 43,697 42,434
Earnings Growth (%) (43.0)  (39.0) 59.4 76.8 443 Net NPLs (Rs mn) 18,628 24,203 22,226 19,611 18,592
BVPS (Rs) 86.2 80.4 81.9 84.6 88.5 Gross NPLs (%) 6.56 8.79 8.75 7.37 6.25
Adj. BVPS (Rs) 60.6 50.1 54.1 60.1 65.3 Net NPLs (%) 4.16 4.98 4.22 3.31 2.74
DPS (Rs) 0.6 0.6 0.3 0.6 0.8 Slippage (%) 4.88 5.02 3.4 2 2.00
ROAA (%) 0.54 0.31 0.47 0.76 0.98 Coverage Ratio (%) 38.2 45.6 51.8 55.1 56.2
ROAE (%) 6.1 3.3 5.2 8.9 12.4 Provision/Avg. Loans (%) 2.39 2.82 2.86 2.17 1.76
P/E (x) 11.6 20.8 13.1 7.4 5.1 ROAA TREE
P/ABV (x) 0.9 1.1 1.0 0.9 0.8 Net Interest Income 3.57% 3.47% 3.51% 3.48% 3.51%
P/PPOP (x) 0.4 0.5 0.5 0.4 0.4 Non-interest Income 1.40% 1.41% 1.64% 1.58% 1.54%
Dividend Yield (%) 1.1 1.1 0.6 1.0 1.5 Treasury Income 0.16% 0.10% 0.35% 0.25% 0.20%
PROFITABILITY Operating Cost 2.21% 2.37% 2.46% 2.46% 2.43%
Yield On Advances (%) 10.32 9.84 9.96 9.81 9.80 Provisions 1.90% 2.08% 2.07% 1.58% 1.31%
Yield On Investment (%) 7.32 7.50 7.20 7.20 7.10 Provisions For NPAs 1.59% 1.93% 2.02% 1.55% 1.29%
Cost Of Deposits (%) 5.99 5.72 5.75 5.72 5.69 Tax 0.32% 0.13% 0.16% 0.26% 0.34%
Core Spread (%) 4.33 4.12 4.21 4.09 4.11 ROAA 0.54% 0.31% 0.47% 0.76% 0.98%
NIM (%) 3.85 3.75 3.78 3.74 3.77 Leverage (x) 11.39 10.74 11.10 11.79 12.64
OPERATING EFFICIENCY ROAE 6.12% 3.32% 5.19% 8.93% 12.40%
Cost/Avg. Asset Ratio (%) 2.2 2.4 2.5 2.5 2.4 Source: Bank, HDFC sec Inst Research
Cost-Income Ratio (Ex. Treasury) 45.9 49.6 51.1 51.3 50.0
BALANCE SHEET STRUCTURE
Loan Growth (%) 9.5 8.4 8.5 12.5 14.5
Deposit Growth (%) 5.9 5.2 7.6 10.7 12.8
C/D Ratio (%) 78.7 81.1 81.8 83.2 84.4
Equity/Assets (%) 9.4 9.3 8.8 8.2 7.6
Equity/Advances (%) 14.0 13.2 12.4 11.4 10.4
CASA (%) 29.1 29.9 30.0 29.8 29.6
Capital Adequacy Ratio (CAR, %) 14.4 16.0 15.2 14.1 13.0
W/w Tier | CAR (%) 13.9 14.3 13.8 12.9 12.0
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HDFC securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board : +91-22-6171 7330 www.hdfcsec.com

Date CMP Reco Target
8-Jan-19 92 BUY 119
15-Feb-19 69 NEU 77
9-Apr-19 79 NEU 77
17-May-19 75 NEU 84
9-Jul-19 69 NEU 84
26-Jul-19 66 BUY 87
22-Sep-19 56 BUY 88
9-Oct-19 60 BUY 89
3-Nov-19 55 BUY 88
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period

Page | 11



[- KARUR VYSYA BANK : RESULTS REVIEW 2QFY20

INSTITUTIONAL RESEARCH

Disclosure:

We, Darpin Shah, MBA & Aakash Dattani, ACA, 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. HSL has no material adverse disciplinary history as on the date of publication of this report. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have
beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities
Ltd. or its associate does not have any material conflict of interest.

Any holding in stock -No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views herein are of a general
nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before investing. Nothing in this document should be
construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled
or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or
implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete. HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or
other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement
within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be
reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition,
investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an offer to sell or a solicitation to buy any
security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation
to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), 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 company(ies) mentioned herein 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 company(ies) discussed herein or act as an advisor or
lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other
deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

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

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or
co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor
Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or
brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022)
2496 5066

Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: HDF 2806925/HDF C000222657; SEBI
Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Page | 12


mailto:complianceofficer@hdfcsec.com

