Express Idea

Yes Bank
Rating:
Balance sheet trends have been encouraging
Over the past three quarters, Yes Bank’s customer assets growth has picked up
materially, asset mix has improved and share of savings and branch banking
deposits has increased. These trends are manifestation of impressive execution
on the strategy of accelerating growth and adding granularity to business.
Substantial investment in branch network (has increased by 50% over past 24
months) has played a pivotal role here. Improvement in network productivity
(widening distribution of retail asset/liability products), addition of new
branches, recovery in corporate lending environment and benign wholesale
funding rates are likely to drive a robust 27% CAGR in advances over FY14‐17.
Yes Bank is well capitalized (Tier‐1 ratio at 11.8%) to pursue brisk growth.
Revenue growth outlook is robust
NIM outlook for the bank is strong with bulk deposits rates heading south,
persistent improvement in CASA ratio and expected increase in the share of
retail (including MSME and business banking) loans which are better yielding and
have longer duration. Growth in non‐interest income has been robust driven by
impressive traction in financial advisory, branch banking and transaction banking
fees and this trend is likely to continue. Additionally, declining interest rate
should drive substantial gains on the corporate bond portfolio for Yes Bank.
Asset quality to remain solid; credit cost to decline
In the ongoing credit cycle, Yes Bank’s asset quality has remained steady. The
current stock of Net NPLs and standard restructured assets stands at just 0.4% of
advances and 2% of networth (much lower than most peers). While in current
quarter the restructuring activity could increase (due to end of regulatory
forbearance from FY16), medium term asset quality outlook remains sanguine
given an improving macro. So the credit cost is expected to moderate.
Valuation has room to re-rate further
A combination of high loan growth, NIM expansion and lower credit cost would
drive a strong 26% earnings CAGR for Yes Bank over FY14‐17. During the period,
average RoA and RoE is estimated to be at impressive 1.7% and 21%
respectively. Valuation is attractive at 2.3x FY17 P/ABV in the context of robust
fundamentals and improving operating environment.
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Financial summary
Y/e 31 Mar (Rs m)
Total operating income
Yoy growth (%)
Operating profit (pre‐provisions)
Net profit
yoy growth (%)
EPS (Rs)
Adj. BVPS (Rs)
P/E (x)
P/Adj.BV (x)
ROE (%)
ROA (%)

FY14E
44,378
27.7
26,880
16,178
24.4

FY15E
54,933
23.8
32,360
20,116
24.3

FY16E
68,921
25.5
40,705
25,341
26.0

FY17E
86,876
26.1
51,605
32,281
27.4

44.9
196.8
19.7
4.5
25.0
1.6

48.5
280.1
18.2
3.1
21.4
1.7

61.1
329.0
14.4
2.7
19.9
1.7

77.8
391.7
11.3
2.3
21.4
1.7

Source: Company, India Infoline Research
This report is published by IIFL ‘India Private Clients’ research desk. IIFL has other business units with independent research teams separated
by 'Chinese walls' catering to different sets of customers having varying objectives, risk profiles, investment horizon, etc. The views and
opinions expressed in this document may at times be contrary in terms of rating, target prices, estimates and views on sectors and markets.
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‘Best Broker of the Year’ – by Zee Business for contribution to broking
Nirmal Jain, Chairman, IIFL, received the award for The Best Broker of the Year (for contribution to broking in India) at India's Best Market Analyst
Awards 2014 organised by the Zee Business in Mumbai. The award was presented by the guest of Honour Amit Shah, president of the Bharatiya
Janata Party and Piyush Goel, Minister of state with independent charge for power, coal new and renewable energy.

'Best Equity Broker of the Year' – Bloomberg UTV, 2011
IIFL was awarded the 'Best Equity Broker of the Year' at the recently held Bloomberg UTV Financial Leadership Award, 2011. The award presented
by the Hon'ble Finance Minister of India, Shri Pranab Mukherjee. The Bloomberg UTV Financial Leadership Awards acknowledge the extraordinary
contribution of India's financial leaders and visionaries from January 2010 to January 2011.

'Best Broker in India' – Finance Asia, 2011
IIFL has been awarded the 'Best Broker in India' by Finance Asia. The award is the result of Finance Asia's annual quest for the best financial services
firms across Asia, which culminated in the Country Awards 2011
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An Express Idea is a recommendation based on our view on the sector and / or stock from a near to medium term perspective,
typically less than three months. The view can be based on fundamentals and / or technical parameters for the stock and / or our
view on the sector on the whole.
India Infoline Group (hereinafter referred as IIFL) is engaged in diversified financial services business including equity broking, DP services, merchant banking,
portfolio management services, distribution of Mutual Fund, insurance products and other investment products and also loans and finance business. India
Infoline Ltd (“hereinafter referred as IIL”) is a part of the IIFL and is a member of the National Stock Exchange of India Limited (“NSE”) and the BSE Limited
(“BSE”). IIL is also a Depository Participant registered with NSDL & CDSL, a SEBI registered merchant banker and a SEBI registered portfolio manager. IIL is a
large broking house catering to retail, HNI and institutional clients. It operates through its branches and authorised persons and sub‐brokers spread across the
country and the clients are provided online trading through internet and offline trading through branches and Customer Care.
Terms & Conditions and Other Disclosures:‐
a)

This research report (“Report”) is for the personal information of the authorised recipient(s) and is not for public distribution and should not be
reproduced or redistributed to any other person or in any form without IIL’s prior permission. The information provided in the Report is from publicly
available data, which we believe, are reliable. While reasonable endeavors have been made to present reliable data in the Report so far as it relates to
current and historical information, but IIL does not guarantee the accuracy or completeness of the data in the Report. Accordingly, IIL or any of its
connected persons including its directors or subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may
arise to any person from any inadvertent error in the information contained, views and opinions expressed in this publication.

b)

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is
made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by
IIFL and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report
can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect
on the price or income of such securities or financial instruments.

c)

The Report also includes analysis and views of our research team. The Report is purely for information purposes and does not construe to be
investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. The opinions expressed in the Report are our current
opinions as of the date of the Report and may be subject to change from time to time without notice. IIL or any persons connected with it do not accept
any liability arising from the use of this document.

d)

Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own investment
objectives, judgment, risk profile and financial position. The recipients of this Report may take professional advice before acting on this information.

e)

IIL has other business segments / divisions with independent research teams separated by 'chinese walls' catering to different sets of customers having
varying objectives, risk profiles, investment horizon, etc and therefore, may at times have, different and contrary views on stocks, sectors and markets.

f)

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction, where such distribution, publication, availability or use would be contrary to local law, regulation or which would subject IIL
and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale

in all jurisdictions or to certain category of investors. Persons in whose possession this Report may come are required to inform themselves of and to
observe such restrictions.
g)

As IIL along with its associates, are engaged in various financial services business and so might have financial, business or other interests in other entities
including the subject company/ies mentioned in this Report. However, IIL encourages independence in preparation of research report and strives to
minimize conflict in preparation of research report. IIL and its associates did not receive any compensation or other benefits from the subject
company/ies mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly, IIL and its associates do not have
any material conflict of interest at the time of publication of this Report.

h)

As IIL and its associates are engaged in various financial services business, it might have:‐
(a) received any compensation (except in connection with the preparation of this Report) from the subject company in the past twelve months; (b)
managed or co‐managed public offering of securities for the subject company in the past twelve months; (c) received any compensation for investment
banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) received any compensation for products or
services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) engaged in
market making activity for the subject company.

i)

IIL and its associates collectively do not own 1% or more of the equity securities of the subject company/ies mentioned in the report as of the last day of
the month preceding the publication of the research report.

j)

The Research Analyst/s engaged in preparation of this Report or his/her relative
(a) does not have any financial interests in the subject company/ies mentioned in this report; (b) does not own 1% or more of the equity securities of the
subject company mentioned in the report as of the last day of the month preceding the publication of the research report; (c) does not have any other
material conflict of interest at the time of publication of the research report.

k)

The Research Analyst/s engaged in preparation of this Report:‐
(a) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co‐managed public offering of
securities for the subject company in the past twelve months; (c) has not received any compensation for investment banking or merchant banking or
brokerage services from the subject company in the past twelve months; (d) has not received any compensation for products or services other than
investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) has not received any
compensation or other benefits from the subject company or third party in connection with the research report; (f) has not served as an officer, director
or employee of the subject company; (g) is not engaged in market making activity for the subject company.

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis.
A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and
http://economictimes.indiatimes.com/markets/stocks/stock‐quotes. (Choose a company from the list on the browser and select the “three years” period in
the price chart).
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