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Company details

Price target: Rs415

Market cap: Rs81,075 cr

52-week high/low: Rs383 / 275

NSE volume: (No of shares) 118.1 lakh

BSE code: 532648

NSE code: YESBANK

Sharekhan code: YESBANK

Free float: (No of shares) 184.23 cr

Price chart

Shareholding pattern

Price performance

Stock Update
Firing on all cylinders 

(%) 1m 3m 6m 12m

Absolute 13.5 -10.1 -0.5 5.3

Relative to Sensex 7.2 -6.2 -5.0 -9.7

Yes Bank

Reco: Buy  |  CMP: Rs352

Key points

 �  Strong operating performance: Yes 
Bank (YESBK) posted strong results for 
Q4FY2018 with impressive advances 
growth and better-than-expected margins 
along with well-maintained asset quality.  
 
During the quarter, net interest income (NII) grew 
by 31.4% y-o-y to Rs. 2,154.2 crore on account 
of robust 53.9% y-o-y growth in loan book and 
stable net interest margin (NIM stable at 3.4% 
q-o-q). While strong advances growth is a 
positive, stable NIM despite a period of volatile 
interest rate will be another key positive. Non-
interest income increased by 13% y-o-y to Rs. 
1,421 crore (with core fee income growing by 
11.3% y-o-y), helped by strong growth in the 
corporate trade segment. Cost-to-Income 
ratio (C/I; calculated) declined by 136 BPS 
y-o-y to 40.3%, which is explained by YESBK 
trimming its workforce by 5.4% q-o-q to 18,238 
employees, notable when seen in context of 
strong advances growth. Provisions for the 
quarter declined by 5.1% sequentially and 
strong operating performance helped net profit 
of YESBK to grow by 29% y-o-y to Rs. 1,179.4 
crore, ahead of estimates. 

 �  Outlook: YESBK reported strong results on most 
parameters buoyed by sharp advances growth 
and stable asset quality. We find encouraging 
recovery (on divergence assets) and lesser-
than-expected slippages to be the key positives.  
 
YESBK has been growing at a much faster clip 
than the industry’s growth rate. We expect this 
growth momentum to continue with improvement 
in overall credit demand from the corporate 
side. Moreover, YESBK is gaining market share 
from other NPA-challenged banks. The bank is 
well capitalised to do so, and RWA addition has 
also been commensurate with its asset growth, 
indicating its well-managed risk profile. Asset-
quality picture looks healthy, with its small and 
marginal amount of exposures to large accounts 
and troubled commodity sectors, all of which 
provide comfort.  

 �  Valuation: YESBK currently trades at 2.3x 
times FY2020E Book Value, which we believe 
is reasonable for a bank with high-growth 
traction and a positive business outlook. We 
have a Buy rating on the stock and believe such 
performance would help improve the stock’s 
valuations going forward. We maintain our Buy 
rating on the stock with a revised price target of 
Rs. 415.
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 �  Business traction gains further momentum: 
For Q4FY2018, YESBK witnessed robust 53.9% 
y-o-y growth in advances portfolio, which was 
equally driven by corporate book (67.9% of 
advances, up by 54.1% y-o-y) and retail book 
(32.1% of advances, up by 53.3% y-o-y). Within 
the retail banking space, core retail loans grew 
by 99.1% y-o-y and now form 12.2% of total 
loans. The bank has been shaping up its liability 
profile quite well with CASA + Retail FD at 57.2% 
of total deposits. 

 �  Asset quality improved sequentially: Asset-
quality performance was also healthy as 
GNPA ratio declined by 44 BPS to 1.28%, while 
net NPA was down by 29 BPS to 0.64% on a 
sequential basis. Of the earlier reported NPA 
divergence of Rs. 6,355.2 crore, YESBK reports 

that Rs. 2,434 crore (38% of the amount) has 
already been paid (fully or partially), while Rs. 
2,632 crore (~41% of the divergence amount) 
has been upgraded to standard account due to 
satisfactory performance. Hence, only a small 
amount has now come into GNPAs, which we 
believe is a strong positive in its favour. Of the 
large accounts that have been referred to NCLT 
(list 1 + list 2), YESBK has a total exposure of 
Rs. 969 crore and expects 60-65% recovery of 
exposures in list 1 by Q2FY2019. The bank has 
seen negligible impact of RBI’s circular (dated 
February 12, 2018), as there has been no slippage 
from small restructured book. Going ahead, we 
expect asset quality picture to be sanguine as 
the bank has little exposure to large distressed 
accounts undergoing resolution.

Results                                                                                                                               Rs cr

Particulars Q4FY18 Q4FY17 YoY (%) Q3FY18 QoQ (%)

Interest income 5,743.0 4,349.0 32.1 5,070.3 13.3

Interest expense 3,588.7 2,709.3 32.5 3,181.5 12.8

Net interest income 2,154.2 1,639.7 31.4 1,888.8 14.1

Non-interest income 1,421.0 1,257.4 13.0 1,422.6 -0.1

Net total income 3,575.2 2,897.1 23.4 3,311.4 8.0

Operating expenses 1,439.8 1,206.1 19.4 1,309.3 10.0

-Employee expenses 546.7 496.8 10.0 533.4 2.5

-Other operating expenses 893.1 709.3 25.9 775.9 15.1

Pre-provisioning profit 2,135.4 1,691.0 26.3 2,002.2 6.7

Provisions 399.6 309.7 29.0 421.3 -5.1

Profit before tax 1,735.8 1,381.3 25.7 1,580.8 9.8

Tax 556.4 467.1 19.1 503.6 10.5

Profit after tax 1,179.4 914.1 29.0 1,077.2 9.5

Asset quality

Gross NPLs 2,626.8 2,018.6 30.1 2,974.3 -11.7

Gross NPLs (%) 1.28 1.52 -24 bps 1.72 -44 bps

Net NPLs 1,312.8 1,072.3 22.4 1,595.1 -17.7

Net NPLs (%) 0.64 0.81 -17 bps 0.93 -29 bps

Capital adequacy (%)

CAR 18.40 17.00 140 bps 19.50 -110 bps

Tier I 13.20 13.30 -10 bps 14.70 -150 bps

Key reported ratios (%)

NIM 3.40 3.60 -20 bps 3.40 0 bps

CASA 36.45 36.30 15 bps 38.02 -156 bps
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Profit and loss statement                                                                                                                       Rs cr

Particulars FY16 FY17 FY18 FY19E FY20E

Net interest income 4,567 5,797 7,737 10,070 12,950

Non-interest income 2,712 4,157 5,224 6,114 7,150

Net total income 7,279 9,954 12,961 16,185 20,099

Operating expenses 2,976 4,117 5,213 6,571 8,278

Pre-provisioning profit 4,302 5,838 7,748 9,614 11,821

Provision & Contingency 536 793 1,554 1,620 1,573

Profit before tax 3,766 5,044 6,194 7,994 10,248

Tax 1,227 1,714 1,970 2,638 3,382

Profit after tax 2,539 3,330 4,225 5,356 6,866

Non-interest income (Rs cr) One-year forward P/BV SD band
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Key ratios                                                                                                             Rs cr

Particulars FY16 FY17 FY18 FY19E FY20E

Per share Data (Rs)

Earnings 12.1 14.6 18.3 23.3 29.8

Dividend 2.0 3.5 3.5 4.7 6.0

Book value 65.5 96.5 111.8 129.6 152.4

Adj. book value 64.1 91.8 105.7 122.5 143.6

Spreads (%)

Yield on Advances 11.2 10.8 9.2 9.2 9.2

Cost of Deposits 7.1 6.6 6.2 6.0 5.9

Net interest margins 3.3 3.4 3.1 3.1 3.2

Operating ratios (%)

Credit to Deposit 87.9 92.6 101.4 102.9 106.1

Cost to income 40.9 41.4 40.2 40.6 41.2

CASA 28.1 36.3 36.4 38.9 40.4

Non interest income / Total income 37.3 41.8 40.3 37.8 35.6

Return ratios (%)

RoE 19.9 18.6 17.7 19.3 21.1

RoA 1.7 1.8 1.7 1.6 1.7

Assets/Equity (x) 11.8 10.1 10.2 12.0 12.8

Asset Quality ratios (%)

Gross NPA 0.8 1.5 1.2 0.9 0.8

Net NPA 0.3 0.8 0.7 0.6 0.5

Growth Ratios (%)

Net interest income 30.9 26.9 33.5 30.2 28.6

Pre-provisioning profit 32.4 35.7 32.7 24.1 23.0

Profit after tax 26.6 31.1 26.9 26.8 28.2

Advances 30.0 34.7 53.9 35.0 34.0

Deposits 22.5 27.9 40.5 33.0 30.0

Valuation ratios (x)

P/E 29.1 24.1 19.2 15.1 11.8

P/BV 5.4 3.6 3.1 2.7 2.3

P/ABV 5.5 3.8 3.3 2.9 2.5

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Balance sheet                                                                                                                      Rs cr

Particulars FY16 FY17 FY18 FY19E FY20E

Liabilities

Networth 13,787 22,054 25,758 29,855 35,108

Deposits 111,720 142,874 200,738 266,982 347,076

Borrowings 31,659 38,607 74,894 80,095 104,123

Other liabilities & provisions 8,098 11,525 11,056 35,805 4,315

Total liabilities 165,263 215,060 312,446 412,737 490,623

Assets

Cash & balances with RBI 5,776 6,952 11,426 11,747 15,271

Balances with banks & money at call 2,442 12,597 13,309 21,359 27,766

Investments 48,838 50,032 68,399 93,444 69,415

Advances 98,210 132,263 203,534 274,771 368,193

Fixed assets 471 684 832 957 1,101

Other assets 9,526 12,532 14,946 10,459 8,876

Total assets 165,263 215,060 312,446 412,737 490,623
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