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Q1 FY12 Result Update Yes Bank Ltd
Recommendation GoJbM Quarterly Result Analysis
Yes Bank’s performance for Q1FY12 was broadly in line with our estimates.

CMP (22/07/2011) Tl Ves Bank reported a net profit of Rs.216 crs in Q1FY12 resulting in a growth of
Target LEREYOM 38.1% on a YoY basis and a QoQ increase of 6.2%. The bank’s asset quality
Sector EENLESN improved significantly and the bank reported overall decline in its gross and
Stock Details net NPAs. The bank's CASA deposits stood at 10.9% in Q1FY12, up from 10.3%
BSE Code 532648 | " A4FYLL
NSE Code vEs | Loan book growth faces moderation
Bloombere Code VES IN Advances witnessed a 26.1% YoY increase but declined 3.7% on a QoQ basis

g in Q1FY12. Strong growth was seen in the branch banking and commercial
Market Cap (Rs. Crs) 11,464 | panking segments. The bank has been able to maintain its Net Interest Margin
Free Float (%) 73.5% | (NIM) at 2.8% for three consecutive quarters which reflects strong pricing
52- wk HI/Low 388/233 | power of the bank. Management reiterated its guidance to grow at

. o AC0/ i
Avg. volume BSE (Quarterly) 312,470 approximately 30%-35% in FY12.
Face Value (Rs.) 10 | CASA as a % of total deposits increased 60 bps
Dividend (FY 2011) 259% | CASA deposits increased by 49.4% on YoY basis and were flat on QoQ basis.
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Shares o/s (in Crs) 34.58 gﬁzﬁlazs a % of total deposits increased from 10.3% in Q4FY11 to 10.9% in

Relative Performance = 1Mth 3 Mth 1Yr
6.79% | Non-interest income continues to contribute to profitability

Yes Bank 9.2% -3.9% !
5.3% 5.3% 2 6% Non Interest Income grew at 13.1% y-o-y to Rs 165 crs in Q1FY12 from Rs 143
Sensex i ks °” | ¢crs in Q1FY11. This was on the back of growth in Transaction Banking,
15000 7 Financial Advisory and Branch Banking Fees that displayed healthy traction.
R R
50.00 - Healthy asset quality
000 & 1 Gross NPA declined both on a YoY as well as on a sequential basis by 6.3% and
9 9 9 9 9 g = o o o o o o 30.5% respectively at Rs.56 Crs in the quarter ended June 2011. Yes Bank has
T ® b g 2 4 oc e £ 5 2 ¢ 3 continued to maintain minimal Net NPAs.
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——VES Bank  ——Sensex Increase in cost to income ratio of the bank
As the bank has added 55 branches in this quarter, the cost to income ratio

has increased from 34.8% for Q4FY11 to 37.6% in Q1FY12. The bank is in the

Shareholding Pattern UV TPIUER crowth phase and the increase in cost to income ratio of the bank reflects the

Promoters Holding 26.5% | same.

FIl, Banks & Institutions 59.9%

Corporate Bodies 1.6% | Valuation & Recommendation

Public & others 12.0% | At the current price of Rs. 329, Yes Bank is trading at a PE of 12.95x of FY12E
EPS & 9.35x of FY13E EPS and at an adjusted P/BV of 2.5x and 2.0x of FY12E &

Silky Jain, Research Analyst (022-39268178) FY13E Adj BV respectively. We recommend HOLD with the target price of Rs

silky.jain@nirmalbang.com 370.

Year NIl (Rs.  Growth Profit before Margin  PAT (Rs. EPS (Rs) P/E (x) Adj. P/ABV 1{0]3
Crs) % provisioning % Crs) BVPS (x) %

Rs. Crs Rs.

FY 2010A 788 54.7% 863 63.3% 478 14.87 22.13 90.70 3.63 20.3%

FY 2011E 1,247 58.2% 1,190 63.7% 727 20.25 16.25 109.12 3.02 21.1%

FY 2012E 1,643 31.8% 1,495 62.3% 919 2541 12.95 131.77 2.50 21.9%

FY 2013E 2,236 36.1% 2,048 62.8% 1,273 35.20 9.35 164.11 2.00 24.7%
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Loan book growth faces moderation

Yes Bank loan book grew at 26.1% YoY and declined 3.7% on a QoQ basis in
Q1FY12. Out of the total advances portfolio, Corporate & Institutional Banking
accounted for 63.2%, Commercial banking accounted for 24.4% and Branch
Banking accounted for 12.4%. Yes Bank has been able to increase its branch
banking and commercial banking portfolio as per version 2.0. Management
reiterated its guidance to grow at approximately 30%-35% in FY12.

Advances and Deposit growth
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CASA as a % of total deposits increased 60 bps

The bank’s total deposits grew by 44.1% YoY, whereas it declined 5.14% on QoQ
basis in Q1FY12. However, the bank’s proportion of low cost deposits i.e. CASA is
amongst the lowest in the sector. CASA deposits increased by 49.4% on YoY
basis and were flat on QoQ basis. CASA as a % of total deposits increased from
10.3% in Q4FY11 to 10.9% in Q1FY12.

Yes Bank has increased its branches from 214 in March 2011 to 255 in June 2011
which is well in place with the banks earlier target of increasing the branches to
250 by June 2011. Management intends to increase the number of branches to
325 by the end of FY 2012. We believe that going forward, Yes Bank will
continue to derive value from planned branch expansion and increase
penetration to improve its CASA ratio.

NIMs remained flat on QoQ basis

Net Interest Margin (NIM) remained stable at 2.8% in Q1FY12 which was
supported by 60 bps QoQ improvement in CASA%. Moreover, despite the
increase in savings rate by 50 bps, the bank was not impacted significantly due
to lower share of savings deposits. On a yoy basis NIMs were lower by 30 bps
due to higher cost of funds. This reflects the banks strong pricing power
demonstrated by the bank.

Net Interest Margins
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Increase in cost to income ratio of the bank

As the bank has added 55 branches in this quarter, the cost to income ratio has
increased from 34.8% for Q4FY11 to 37.6% in Q1FY12. The bank is in the growth
phase and the increase in cost to income ratio of the bank reflect the same.
Going forward Management has guided that the cost to income ratio will
continue to remain under control as long as the company’s top-line grows at
more than 35% YoY.

Cost to income ratio
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Non-interest income continues to contribute to profitability

Non Interest Income grew at 13.1% y-o0-y to Rs 165 crs in Q1FY12 from Rs 143
crs in Q1FY11. This was on the back of growth in Transaction Banking, Financial
Advisory and Branch Banking Fees that displayed healthy traction. We believe
that the bank will continue to focus on increasing its share from non-interest
income. Management has guided that going forward financial advisory and
transaction banking will continue to be the key focus areas for growth in non
interest income.
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Healthy asset quality:

Gross NPA declined both on a YoY as well as on a sequential basis by 6.3% and
30.5% respectively at Rs.56 Crs in the quarter ended June 2011. Yes Bank has
continued to maintain minimal Net NPAs. Gross NPAs and Net NPAs were the
lowest in the bank’s history at 0.17% & 0.01%, respectively as on June 30 2011.
The bank has restructured assets worth Rs. 87 crs as at June 30, 2011 which
represents 0.26% of gross advances. Provisioning coverage ratio of the bank
(including technical write off) stood at 95.2% in Q1FY12.
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0.30% Movement of NPA 0.23%
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Capital raising plans:

The tier | CAR at the end of Q1FY12 was at 9.6% with total CAR at 16.2%. We
believe that with slower growth expected in FY12, the bank is comfortably
placed in terms of capital. However, Yes Bank is planning to raise around $300-
$400 mn in its Tier-I capital by way of Qualified Institutions Placement (QIP). We
believe that the additional capital will help the bank to grow at a higher rate
than the industry.

Income Statement Q1FY12 Q1FY11 YoY (%) Q4FY11 QoQ (%)
All figures in Rs. Crs, unless specified

Interest Earned 1,400 739 89.4% 1,223 14.5%
Interest Expended 1,045 477 119.2% 874 19.6%
Net Interest Income 354 262 35.1% 349 1.6%
Other Income 165 144 14.9% 187 (11.5%)
Total Income 519 406 28.0% 535 (3.0%)
Payment to employees 110 81 35.2% 103 6.6%
Other operating expeneses 85 76 11.7% 83 1.3%
Total operating expenses 194 157 23.9% 186 4.2%
Profit before provisioning 325 249 30.6% 349 (6.8%)
Provisions 2 13 (88.0%) 43 (96.5%)
Profit before tax 324 236 36.9% 306 5.9%
Tax 108 80 34.4% 102 5.3%
Profit after tax 216 156 38.1% 203 6.2%
EPS 6.0 4.4 37.0% 5.6 7.4%

Source: Company data

e Net worth of the bank was Rs. 4,011 crs as on June 2011 compared to Rs.3,246
crs in June 2010. The book value of the bank is at Rs.115.5 per share at the end
of FY11. Adjusted book value of the bank is at Rs. 115.2 per share.

e EPSfor Q1FY12 stood at Rs 6.0 while for Q1FY11, it is Rs 4.4.

e RoA stood at 1.5% and RoE% stood at 22.1% in Q1FY12.

e Capital Adequacy Ratio stands at 16.2% as on June 2011 with a Tier-I ratio of
9.6%.
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Valuation and Recommendation

Yes Bank reported healthy growth in its Net Interest Income and has been able
to maintain its NIMs. In addition bank is on track with its plans to expand in the
retail and SME segment. We remain positive on the bank in the long term owing
to the exponential growth in its balance sheet. Yes Bank has also increased its
focus on non interest income and has maintained superior profitability and
return ratios. However, we remain concerned regarding the bank’s low share of
CASA deposits in the near term.

At the current price of Rs. 329, Yes Bank is trading at a PE of 12.95x of FY12E EPS
& 9.35x of FY13E EPS and at an adjusted P/BV of 2.5x and 2.0x of FY12E & FY13E
Adj BV respectively. We recommend HOLD with the target price of Rs 370
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Financials

Profitability (Rs. Crs)  FY 2010  FY 2011 FY 2012E FY 2013E [ Balance Sheet (Rs.Crs) FY 2010 FY 2011 FY 2012E FY 2013E
Interest earned 2,370 4,042 6,402 8,579 Deposits 26,799 45,939 61,088 80,862
Interest expended 1,582 2,795 4,759 6,343  (of which CASA) (2,818) (4,750) (7,697)  (11,321)
Net interest income 788 1,247 1,643 2,236 Borrowings 4,749 6,691 7,385 8,446
Non interest income 576 623 759 1,025 Other liab and prov 1,745 2,583 2,841 3,126
Total income 1,363 1,870 2,402 3,261 Total liabilities 33,293 55,213 71,314 92,434
Operating expenses 500 680 907 1,213 Equity Share Capital 340 347 347 347
Staff costs 257 362 513 682 Reserves and Surplus 2,750 3,447 4,244 5,376
Other Op Exp 243 317 394 531 Net worth 3,090 3,794 4,592 5,723
Operating profit 863 1,190 1,495 2,048 Total liab and equity 36,383 59,007 75,905 98,157
Provisions 137 98 123 147 Cash and bank bal 2,673 3,496 3,724 5,197
Profit before tax 726 1,092 1,372 1,901 Investments 10,210 18,829 24,220 29,189
Taxes 249 365 453 627 Advances 22,193 34,364 45,513 61,193
Net profit 478 727 919 1,273 Fixed assets 115 132 152 168
Earnings per share 14.9 20.2 25.4 35.2 Other assets 1,191 2,186 2,295 2,410
Quarterly (Rs. Crs) Sept. 10 DN DN ETR BRI MKW Total assets 36,383 59,007 75,905 98,157
Net interest income 313 323 349 354 LGAEILH FY 2010 FY 2011 FY 2012E FY 2013E
Non interest income 131 162 187 165 Yield Ratios
Total income 444 485 535 519 Avg Yield on Assets 8.6% 8.9% 9.9% 10.3%
Operating expenses 163 174 186 194 Yield on Advances 10.2% 10.6% 11.6% 11.8%
Operating profit 281 311 349 325 Yield on Investments 6.8% 7.1% 8.2% 8.4%
Provisions 17 25 43 2 Cost of Int Bearing Liab 6.2% 6.6% 7.9% 8.0%
Profit before tax 264 286 306 324 Cost of Deposits 5.6% 6.2% 7.6% 7.9%
Taxes 88 95 102 108 Net Interest Spread 2.4% 2.3% 2.1% 2.2%
Net profit 176 191 203 216 NIM 2.9% 2.8% 2.6% 2.7%
Earnings per share 4.9 5.3 5.6 6.0 Balance Sheet Ratios
Valuation Ratios FY2010 FY 2011 FY 2012E FY 2013E eI R NI\ 0.27% 0.23% 0.28% 0.31%
P/BV 3.62 3.01 2.49 2.00 Net NPA 0.06% 0.03% 0.06% 0.06%
P/ABV 3.63 3.02 2.50 2.00 Return on Assets 1.6% 1.5% 1.4% 1.5%
P/E 22.13 16.25 12.95 9.35 CASA 10.5% 10.3% 12.6% 14.0%
Profitability Ratios FY 2010 FY 2011 FY 2012E FY 2013E EEReEl EelTole N e dle} 82.8% 74.8% 74.5% 75.7%
Cost / Income Ratio 36.7% 36.3% 37.7% 37.2% CAR 20.6% 16.1% 14.9% 13.5%
Net profit margin 35.0% 38.9% 38.3% 39.1% Provision cov ratio 78.4% 86.0% 80.0% 80.0%
RONW 20.3% 21.1% 21.9% 24.7% LESLEIGEDELE] FY 2010 FY 2011 FY 2012E FY 2013E
Growth Ratios FY 2010 FY 2011 FY 2012E FY 2013E ) 14.87 20.25 25.41 35.20
Advances Growth 78.9% 54.8% 32.4% 34.5% BVPS 90.96 109.29 132.27 164.85
Deposit Growth 65.7% 71.4% 33.0% 32.4% Adjusted BVPS 90.70 109.12 131.77 164.11
NIl Growth 54.7% 58.2% 31.8% 36.1% Dividend Per Share 1.50 2.50 3.00 3.50
PAT Growth 57.2% 52.2% 26.4% 38.5% Dividend yield 0.8% 0.8% 0.9% 1.1%

Source: Company data, Nirmal Bang Research

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2,301/302, 3rd Floor, Marathon Innova, Off Ganpatrao Kadam Marg,

Lower parel (W), Mumbai - 400 013.
Tel - 3926 8000 / 8001; (Fax) 3926 8010
Website : www.nirmalbang.com




\@ NIRMAL BANG

a relationship beyond broking

—

Q1 FY12 Result Update Yes Bank Ltd

NOTE

Disclaimer

This Document has been prepared by Nirmal Bang Research (Nirmal Bang Securities PVT LTD).The information, analysis and
estimates contained herein are based on Nirmal Bang Research assessment and have been obtained from sources believed to be
reliable. This document is meant for the use of the intended recipient only. This document, at best, represents Nirmal Bang Research
opinion and is meant for general information only. Nirmal Bang Research, its directors, officers or employees shall not in anyway be
responsible for the contents stated herein. Nirmal Bang Research expressly disclaims any and all liabilities that may arise from
information, errors or omissions in this connection. This document is not to be considered as an offer to sell or a solicitation to buy
any securities. Nirmal Bang Research, its affiliates and their employees may from time to time hold positions in securities referred
to herein. Nirmal Bang Research or its daffiliates may from time to time solicit from or perform investment banking or other services
for any company mentioned in this document.
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