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_ Industry | _ Buying Range | Targets | Red Flag
| Small Finance Bank | Rs.51.3 | 6 Months | Rs. 53-49.5 | Rs. 58 - 65 | Rs. 44

Company Profile:

Ujjivan Small Finance Bank is a mass market focused SFB in India, catering to unserved & underserved segments
with commitment to build financial inclusion in the country. The promoter of Ujjivan SFB - Ujjivan Financial
BSE Code 542904 Services (UFSL) commenced operations in 2005 and later converted into a small finance bank in February 2017,
post obtaining license from RBI. Currently, Ujjivan SFB offers all banking products on assets as well as liabilities

HDFC Scrip Code UJJIVANSFB

IUELE Cocts LA with focus on lending to micro banking products including group and individual loans.
Bloomberg UJJIVANS ) ) ) ] ]
Post recent IPO, the promoter (Ujjivan Financial Services Ltd - UFSL) holding got reduced to 83.3%, which they
CMP Jan 22, 2020 51.3 have to bring down to 40% till Feb-22 according to RBI norms.
Equity Capital (cr) 1728.22 Key Rationale:
Face Value (Rs) 10
Eq - Share O/S (cr) 172.82 Strong MFI Player: Among the leading SFBs in India, Ujjivan SFB had the most diversified portfolio, spread
across 24 states and union territories. As of September 30, 2019, it served 4.94 million customers and operated
Market Cap (Rs cr) 8,874.4 from 552 Banking Outlets that included 141 Banking Outlets in Unbanked Rural Centres ("URCs”).

Book Value (Rs) 16.8 Change in Management: Mr. Nitin Chugh, ex-head of digital banking at HDFC Bank, who joined in Aug’19, has
Avg.52 Wk Volume 23556114 taken over as MD & CEO effective Dec-19. While keeping his core DNA of technology up gradation, his focus will
. also be on matters like rising share of non- MFI business, replacing wholesale/bulk deposit with retail etc.

52 Week High 62.8
52 Week Low 48.4 Stable Asset Quality: Since post demonetization time Ujjivan SFB has able to recover asset quality

exceptionally well. During demonetization time GNPA of the bank rose to as high as 6% but now it has reduced to

0.9% and NNPA ratio at 0.33% as of Q2 FY20 (one of best in the industry). Provision coverage ratio stood at
Shareholding Pattern % (Dec 31, 2019) 72%.

Promoters 83.3 Changing Business Mix: Ujjivan SFB is looking to diversify from its core microfinance business by offering a

Institutions 10.1 variety of asset and liability products. Currently ~80% (down from 90% in FY17) of total AUM is MFI and this
gives risk of high dependence on single sector. Moreover, MFI sector is more exposed to cyclical asset-quality
shocks from the events like natural calamities, major regulatory or policy changes (i.e. during demonetization all
Total 100.00 the MFI faced worst time in their history) as well as political & social risks.

Non Institutions 6.6

Focus on CASA Improvement: Ujjivan SFB has increased its deposit base from Rs. 206cr in FY17 to
FUNDAMENTAL ANALYST Rs.10130cr in H1 FY20, comprising ~74.5% of its funding profile. However, CASA ratio stood at minimal ~12%
Nisha Sankhala (low compared to other peers). Wholesale deposits is very high (Top 20 depositors at 35% & Top 5 depositors at
nishaben.shankhala@hdfcsec.com 15%), although it is coming down. Now management has intended to strengthen its liability franchise by focusing
on its retail deposit base which provides low-cost source of funding.
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Outlook and Valuation:

Ujjivan has a strong track record of financial performance since last many years through deep understanding of mass market, diversified geographic

presence and experienced leadership. High margin, stable asset quality, robust capital adequacy ratio (CAR), changing business mix put Ujjivan SFB in
a sweet spot compared to other peers.

We expect NII to grow at 33% CAGR and Net profit is likely to see robust 44% CAGR over FY19-22E. Ujjivan SFB is currently trading at 2.2x and 1.7x

P/BV of FY21E and FY22E successively. We recommend Ujjivan SFB BUY between Rs. 49.5 to 53 for the price targets of Rs. 58 and 65 over next 6
months.

Risk & Concerns:

> Highly dependence on MFI business
> Promoter stake sale overhang

> High margin and high ROA might moderate as the share of non MFI rises

Financial Summary:
(in Rs mn) ‘

FY21E
NIl 4265.3 | 2803.6 52.1 3879.7 9.9 11,064 15,500 20,150 25,792
PPOP 1440.1 728.6 97.7 1413.9 1.9 3,090 5,610 7,405 9,710
PAT 896.6 453.1 97.9 926.3 -3.2 1,992 3,480 4,594 5,972
EPS 1.4 2.2 2.9 3.8
ABV 12 20 23 30
P/E 36.7 233 17.7 13.6
P/ABV 4.1 2.6 2.2 1.7
Source: Company, HDFC sec Research
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Disclosure:

1, Nisha Sankhala, MBA, author 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 meant for sole use by the recipient and not for circulation. 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. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete and 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 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. 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.
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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.
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