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BFSI | Q3FY25 Result Update
CMP: Rs.155 | TP: Rs 180 | Upside 16%

Accumulate

Weak quarter with sharp rise in stress

= RBK reported negligible PAT (loss at PBT level) led by a sharp rise
in credit costs (5.3%) despite higher one-off trading gains and
favorable tax order of Rs1.5bn. NIM (-15 bps to 4.9%) was impacted
by high interest reversals and lower JLG disbursals.

= |n Q3, 8% of MFI book (non-annualized) slipped to NPA and similar
amount is guided to slip in Q4. While slippage (at 6%) increased by
28% Qo0Q, provisions nearly doubled as the bank accelerated
provisions on MFI book, with 900 bps rise in sequential PCR to 82%
(NNPA at 0.5%, -26 bps QoQ). Additionally, significant write-offs
helped stable GNPA ratio QoQ at 2.9%. The bank will likely utilize
Rs2.7bn of contingent provisions in Q4.

=  We lower FY25E earnings by 25%, factoring higher credit costs and
slower growth. Maintain ‘Accumulate’ rating, valuing the bank at
0.6 Sep-26E PBV with revised TP of Rs180. While we acknowledge
green shoots like peaking MFI stress (in Q4), front-ending of
provisions, opex efficiencies, and undemanding valuations, we
remain cautious on weak risk-return metrics and possible negative
surprises stemming from seasoning of secured retail portfolios.

Credit costs rise; Growth from focus segments remains upbeat
Slippages at 6% were elevated, 85% of which continue to come from MFI
and cards portfolio. Credit cost (at 5.3% in Q3) is expected to remain
elevated in Q4, though utilization of contingent provisions and further respite
in CC stress should lower provisions QoQ. We build in higher credit costs of
3% for FY25E. Despite de-growth in unsecured portfolios, loan growth was
healthy at 3% QoQ, as commercial banking (+10% QoQ) and secured retail
book (+4% QoQ) continue to drive growth. We build in lower growth at 12%
YoY (vs 15% earlier) for FY25E.

Outlook and valuations

RBL has executed healthy growth metrics, granular liability profile, and
increased focus on secured retail products. However, despite high NIM and
strong fee lines, PPoP% is modest at 2.5-2.7% owing to an elevated opex.
This, along with 1.5-2% of normalized credit costs limits the bank’s RoA at
~1-1.2%. Despite undemanding valuations (0.5x Sep-26E P/ABV), our
‘Accumulate’ stance is driven by RoAs being non-commensurate with risks
(MFI/CC at 33% of loans) and concerns on seasoning of newer portfolios.
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Key Data
Nifty 23,203
Equity / FV Rs 6,051mn/ Rs 10
Market Cap Rs 94bn
USD 1.1bn
52-Week High/Low Rs 287/ 148
Avg. Volume (no) 11,430,300
Bloom Code RBK IN
Current Previous
Rating Accumulate  Accumulate
Target Price 180 235

Change in Estimates

Current Chg (%)/bps
(Rs.bn) FY25E FY26E FY25E FY26E
Net Op Rev 100 117 (3.1) (3.9
PPOP 35 45 (0.5) 0.1
APAT 6 17 (25.2) (3.0
ABV (Rs) 246 275 0.7 (0.2
Valuation (x)

FY25E FY26E FY27E
P/E 14.6 5.4 4.2
P/ABV 0.6 0.6 0.5
ROAA 0.4 11 1.2
ROAE 4.3 10.6 12.2
BV (Rs) 255.2 283.8 320.7
EPS (Rs) 10.6 28.7 36.9

Q3FY25 Result (Rs Mn)

Particulars Q3FY25 YoY (%) QoQ(%)
NIl 15,851 2.5 (1.9)
Other income 10,733 38.0 15.7
Total Income 26,584 14.4 4.6
Operating Exp. 16,618 6.6 1.8
PPoP 9,966 30.2 9.5
Provisions 11,889 159.5 92.3
PAT 326 (86.0) (85.3)
Advances (bn) 904 13.1 29

(bps)  (bps)
NIM (%) 4.9 (62) (14)
ROA (%) 0.1 (66) (55)
ROE (%) 0.8 (564) (492)
Gross NPA (%) 2.9 (20) 4
Net NPA (%) 0.5 27) (26)
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Risks to our view: Weaker than anticipated macroeconomic trends could adversely
impact growth and asset quality, lower than expected NIM.

Exhibit 1: Actual v/s estimates

Particulars (Rs mn) Actual Estimated % Variance
NIl 15,851 16,403 (3.4)
Operating Profit 9,966 8,951 11.3
PAT 326 1,972 (83.5)

Source: Company, Dolat Capital

Exhibit 2: Actual v/s estimates

Particulars (Rs Previous Revised Change %

mn) FY25E FY26E FY27E FY25E FY26E FY27E| FY25E FY26E  FY27E
Net Op Rev 103,505 121,682 141,329| 100,260 116,891 133,866 (3.1) (3.9) (5.3)
PPOP 34,925 45,204 56,038 34,733 45,264 55,017 (0.5) 0.1 (1.8)
PAT 8,597 17,879 23,353 6,433 17,351 22,324 (25.2) (3.0) 4.9
Adj.BV (Rs) 245 275 312 246.4 274.7 309.9 0.7 (0.2) (0.6)

Source: Company, Dolat Capital

Exhibit 3: The stock currently trades at 0.6x 1-yr forward P/ABV
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Earnings Call KTAs

" Guidance: Credit card slippage improvement will continue QoQ, while MFI

slippage in Q4 will be similar to Q3 and improve thereafter. The bank will utilize its
contingent provisions of Rs2.7bn, mostly in Q4, towards the JLG book. Q4 NIM to
trend down a bit, before it starts to stabilize from Q1/Q2FY26. Opex will largely
hold at similar levels barring some capex that might come up. By March, the bank
should be able to reach 99% current bucket CE in JLG book. Will be holding onto
similar levels of growth as seen in this quarter in the near term.

MFI Asset quality: MFI slippage at Rs5.36bn in Q3 vs 2.4bn in Q2. Dec has seen
an uptick in CE in the JLG portfolio, calculated on current book. Slippages to be
similar in Q4 vs Q3 but to reduce materially from Q1FY26. Recoveries will
however improve in JLG from Q4. Contingent provisions of 2.73bn may be utilized
towards JLG book in Q4. In both rural/urban consumer segments, seeing some
weakness. Therefore, have raised CGFMU cover for incremental disbursements
in JLG to 42% now vs 25% in Q2. Seeing some improvement in recoveries from
unsecured, which should get better in ensuing quarters. 85% PCR in JLG book
now, post accelerated provisions. The bank provides 25% each quarter from the
time the account turns NPA. By March, it be able to reach 99% current bucket CE.
There is no overlap of JLG customers with any other retail segment.

MFIN guidelines: Only 3-lender rule has been pushed to April, while max loan
exposure rule (capped at 2L) continues to be applicable from Jan. However, the
3-lender norm has been adopted by the bank, therefore Q1FY26 should start
seeing portfolio normalization. 11% of borrowers will be 4+ lenders, 4 will be
another 7%. So, 85% of borrowers is upto 3 lenders. The bank does not lend to
1+dpd customers (own book or outside). Also, it uses delinquency data at the
family level. Within states, Karnataka and TN are still under-performing on
collections. Most others have recovered.

CC asset quality: Rs5.67bn slippage in CC portfolio, lower vs last quarter at
Rs6.3bn. Improvement will continue in Q4, both at gross and net level. Transition
linked slippages were not much this quarter, mostly BAU. BFL sourced card share
at 55% in current book. PL is given to only ETB card customers. 70% of CC
customers have cards from other lenders (50% with 3 or more cards and ~20%
with 2 cards). Rs4.8mn unique CC customers. Bureau reporting now at every 15
days vs 30 days earlier for all retail loans, including MFI.

Provisioning: In cards, the bank makes 100% PCR in 120 days while in MFI, it
provides 25% every quarter (which has been stepped up in Q3). Don’t see any
baggage provisions being carried forward to FY26. Contingent provisions of
Rs2.7bn (for CC and JLG) may be utilized towards JLG in Q4.

Capital- The bank is bringing down the burn in capital materially, which should
give the bank 1-1.5 years before a capital raise.

Profitability: NIl was impacted by lower disbursals in JLG and higher interest
reversals. Other income includes gains from stake sale in an IPO bound
investment (Rsl1.44bn of gain). Q4 NIM to trend down a bit, before it starts to
stabilize from Q1/Q2FY26. Will not report a loss, as the bank has contingency
provisions which can be utilized. Wholesale PBT/assets at 3.5% (with multiple
cross sell opportunities), but secured retail yet to turn profitable though some
segments are profitable (mainly HL/mortgage yet to be profitable).
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Quarterly Financials

Loan growth: Secured retail and wholesale businesses continue to do well and
will be key growth contributors. Will be holding onto similar levels of growth as
seen in this quarter in the near term.

Deposit growth: CASA is directly linked to the bank’s ability to deploy. In TD, flat
growth is driven shredding of bulk deposits. Avg Cost of SA at 6.4% in Q3. Outflow
of deposits, both gross and net, has trended down, helping QoQ rise in LCR.

Profit and Loss (Rs mn) Q3FY25 Q3FY24 YOV opyos % QOQT gurvos gmpy2s % YOY/
bps bps bps

Interest Income 35,363 31,914 10.8 35,309 0.2 1,05,635 90,550 16.7
Yield on Advances (%) 13.3 14.0 (70) 135 (20) 13.7 13.3 39
Interest Expenses 19,513 16,455 18.6 19,160 1.8 56,635 46,122 22.8
Cost of Fund (%) 6.6 6.5 15 6.6 - 6.6 6.3 29
Net Interest Income 15,851 15,459 25 16,150 (1.9) 49,000 44,428 10.3
NIl to Net Operative Income 59.6 66.5 (691) 63.5 (390) 63.6 67.2 (363)
NIM (%) 4.9 5.5 (62) 5.0 (14) 5.2 5.5 (33)
Adjusted NI 15,154 14,956 1.3 15,336 (1.2) 45,932 43,111 6.5
Commission, exchg. and brokerage 7,665 6,853 11.9 7,316 48 22,286 18,715 19.1
Exchange transactions 1,045 437 139.0 904 15.6 2,334 1,755 33.0
Sale of investments 2,023 486 316.6 1,054 92.0 3,442 1,204 185.8
Other Income — Total 10,733 7,776 38.0 9,274 15.7 28,062 21,674 29.5
Ol to Net Operative Income 40.4 33.5 691 36.5 390 36.4 32.8 363
Net Operating Revenue 26,584 23,234 14.4 25,423 46 77,062 66,103 16.6
Employee Expenses 4,530 3,989 13.6 4,654 (2.7) 12,864 11,148 154
Empl. Cost/Oper. Exps. 17.0 17.2 (13) 18.3 (227) 16.7 16.9 a7
Other Opex 12,088 11,593 43 11,670 3.6 36,541 33,518 9.0
Other Opex/ Assets 0.9 1.0 (9) 0.8 4 2.6 2.8 (14)
Total Opex 16,618 15,582 6.6 16,325 1.8 49,406 44,665 10.6
Cost to Income Ratio (%) 62.5 67.1 (455) 64.2 (170) 64.1 67.6 (346)
Pre Provision Profits 9,966 7,653 30.2 9,099 95 27,656 21,437 29.0
Provisions & Contingencies — Total 11,889 4,581 159.5 6,183 923 21,735 13,647 59.3
NPA Provisions as % Opr. Income 119.3 59.9 5,944 68.0 5,133 78.5 63.6 1,493
Profit Before Tax (1,923) 3,073  (162.6) 2,916 (165.9) 5,936 7,804 (23.9)
Tax (2,249) 740  (403.8) 690 (425.8) 1,475 (362) (507.0)
Effective Tax Rate (%) 117.0 24.1 9,289 23.7 9,329.1 24.8 (4.6) 2,949
Reported Profits 326 2,333 (86.0) 2,225 (85.3) 4,461 8,167 (45.4)
RoA (%) 0.1 0.8 (66) 0.6 (55.0) 0.6 0.9 (30)
Basic EPS 0.5 3.9 (86.0) 3.7 (85.3) 10.3 13.6 (23.9)
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Balance Sheet 0Q %/ YoY % /
Analysis Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q prs bps
Net Worth 141,218 143,920 147,964 152,790 153,266 1,55,160 1.2 7.8
Tier 1 (%) 15.2 14.6 14.4 13.9 14.2 13.7 (52) (90)
Total CAR (%) 16.5 15.7 16.2 15.6 154 14.9 (53) (80)
RWA - Total 894,820 94,640 986,300 1,050,070 1,041,260 10,822,230 3.9 14.4
Advances - Total 763,242 799,490 839,869 867,040 878,823 9,04,120 2.9 13.1
Investments 296,433 278,520 295,759 297,260 303,729 2,95,420 (2.7) 6.1
Total Assets 1,241,444 1,271,460 1,384,322 1,357,840 1,438,851 14,09,000 (2.2) 10.8
ROA (%) 1.00 0.75 1.06 1.14 0.64 0.09 (55) (66)
Deposits 897,804 927,460 1,034,936 1,013,520 1,079,587 10,67,530 (1.2) 15.1
CASA Deposits 320,890 313,380 364,480 329,960 362,210 3,50,200 (3.3) 11.7
CASA Ratio (%) 35.7 33.8 35.2 32.6 335 32.8 (70) (100)
Term Deposits 576,914 614,080 670,456 683,560 717,377 7,17,330 (0.0) 16.8
Movement of NPA 0Q %/ YoY % /
(Rs mn) Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q2FY25 Q prs bps
Gross Advances 782,263 817,644 856,970 883,948 896,208  9,25,000 3.2 13.1
Gross NPA 24,407 25,511 22,710 23,778 25,811 27,010 4.6 5.9
Gross NPA Ratio (%) 3.12 3.12 2.65 2.69 2.88 2.92 4 (20)
PCR - Calculated (%) 75.6 75.1 72.7 73.1 73.0 82.2 919 708
Net Advances 762,179 794,550 884,714 863,432 882,924  9,08,755 2.9 14.4
Net NPA 5,945 6,356 6,193 6,389 6,975 4,816 (30.9) (24.2)
Net NPAs Ratio (%) 0.78 0.80 0.70 0.74 0.79 0.53 (26) 27)
Reported Profits 2,941 2,333 3,526 3,715 2,225 326 (85.3) (86.0)
ROA (%) 1.00 0.75 1.06 1.14 0.64 0.09 (55) (66)
Loan Book Analysis 0Q%/ YoY%/
(Rs mn) y Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q prs bps
Corporate 238,880 246,660 257,250 235,780 233,950 244,280 4.4 (1.0)
MFI 67,850 68,270 75,110 72,530 69,710 65,320 (6.3) (4.3)
SME/BB 83,450 89,120 91,150 93,900 97,650 107,850 104 21.0
Credit Cards 149,690 159,640 209,260 213,820 214,190 172,880 (19.3) (11.4)
BIL 83150 74,330 81,610 81,820 88,370 98,590 11.6 32.6
HL 49,410 61,460 62,600 66,960 74,470 78,850 5.9 28.3
Advances - Total 763,242 799,490 839,869 867,040 878,823 904,120 2.9 13.1
Source: Company, Dolat Capital
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Financial Performance

Profit and Loss Account (Rs Mn)

Particulars FY24A FY25E FY26E FY27E
Interest Income 123,943 130,519 150,706 170,971
Interest expenses 63,514 69,398 77,049 87,838
Net interest income 60,429 61,121 73,658 83,133
Other incomes 30,429 39,139 43,233 50,733
Total expenses 60,550 65,526 71,626 78,849
- Employee cost 14,922 17,161 19,392 21,912
- Other 45,628 48,366 52,235 56,936
Pre provisioning profit 30,308 34,733 45,264 55,017
Provisions 17,785 28,301 22,067 25,173
Profit before taxes 12,523 6,433 23,197 29,844
Tax provision 844 0 5,846 7,521
Profit after tax 11,679 6,433 17,351 22,324
Adjusted profit 11,679 6,433 17,351 22,324
Balance Sheet (Rs Mn)
Particulars FY24A FY25E FY26E FY27E
Sources of Funds
Equity Capital 6,051 6,051 6,051 6,051
Reserves & Surplus 141,913 148,345 165,696 188,020
Minority Interest 0 0 0 0
Net worth 147,964 154,396 171,747 194,071
Borrowings 141,841 139,460 158,996 181,252
- Deposits 1,034,936 1,128,361 1,286,426 1,466,496
- Other interest bearing liabilities 0 0 0 0
Current liabilities & provisions 59,581 67,501 73,105 78,428
Total Liabilities 1,384,322 1,489,718 1,690,275 1,920,247
Application of Funds
Cash and balances with RBI 144,166 113,114 127,778 144,484
Investments 295,759 316,168 338,007 361,365
Advances 839,869 940,654 1,081,752 1,244,014
Fixed assets 5,324 5,697 5,835 6,100
Other current assets, loans and 99,205 114,086 136,903 164,283
advances
Total Assets 1,384,322 1,489,718 1,690,275 1,920,247

E — Estimates

January 19, 2025
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Important Ratios

January 19, 2025

Particulars FY24A FY25E FY26E FY27E
(A) Margins (%)
Yield on advances 12.9 12.0 12.5 12.5
Yields on interest earning assets 10.5 9.9 10.3 104
Yield on investments 6.4 7.0 6.5 6.4
Costs of funds 5.9 5.7 5.7 5.7
Cost of deposits 4.9 5.7 5.5 5.5
NIMs 5.1 4.6 5.0 5.0
(B) Asset quality and capital ratios (%)
GNPA 2.7 3.1 2.8 2.9
NNPA 0.7 0.6 0.5 0.5
PCR 72.7 82.0 82.0 82.0
Slippages 3.5 5.0 3.5 3.5
NNPA to NW 4.2 3.4 3.2 3.4
CASA 35.3 35.0 35.0 35.0
CAR 16.2 14.8 14.3 13.9
Tier 1 14.4 13.3 12.9 12.7
Credit - Deposit 81.2 83.4 84.1 84.8
(C) Dupont as a percentage of average assets
Interest income 9.7 9.1 9.5 9.5
Interest expenses 5.0 4.8 4.8 4.9
Net interest income 4.8 4.3 4.6 4.6
Non interest Income 2.4 2.7 2.7 2.8
Total expenses 4.8 4.6 4.5 4.4

- cost to income 66.6 65.4 61.3 58.9
Provisions 1.4 2.0 14 14
Tax 0.1 0.0 0.4 0.4
ROA 0.9 0.4 1.1 1.2
Leverage 9.4 9.6 9.8 9.9
RoE 8.2 4.3 10.6 12.2
RoRwa 1.2 0.6 1.3 15
(D) Measures of Investments
EPS - adjusted 19.3 10.6 28.7 36.9
BV 244.5 255.2 283.8 320.7
ABV 234.3 246.4 274.7 309.9
DPS 0.0 0.0 0.0 0.0
Dividend payout ratio 0.0 0.0 0.0 0.0
(E) Growth Ratios (%)
Net interest income 35.8 11 20.5 12.9
PPoP 83.1 14.6 30.3 21.5
Adj PAT 247.6 (44.9) 169.7 28.7
Advances 19.6 12.0 15.0 15.0
Total borrowings 6.4 1.7) 14.0 14.0
Total assets 19.5 7.6 13.5 13.6
(F) Valuation Ratios
Market Cap (Rs. mn) 94,003 94,003 94,003 94,003
CMP (Rs.) 155 155 155 155
P/E (x) 8.0 14.6 5.4 4.2
P/BV (x) 0.6 0.6 0.5 0.5
P/ABV (x) 0.7 0.6 0.6 0.5
Div Yield (%) 0.0 0.0 0.0 0.0
E — Estimates
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Stock Info and Rating History

Price Performance

Shareholding Pattern

Particulars 1M 3M 12M  Particulars Jun'24 Sep'24 Dec'24
Absolute (%) (6) (24) (42) Promoters 0.0 0.0 0.0
Rel to NIFTY (%) 2 (18) (49) MF/Banks/Fls 20.7 27.0 18.0
Flls 28.5 14.6 13.4
Public / Others 50.8 58.3 68.5
Rs) ) Month Rating TP (Rs.) Price (Rs.)
—RBK ¢ Target Price Jan-24 Accumulate 275 265
290 ¢ ¢ Apr-24 Accumulate 285 265
260 Jul-24 Accumulate 285 240
Oct-24 Accumulate 235 205
230 - *Price as on recommendation date
200 A
170 A
140 : . .
< < < < < < < < < < < < Ln
N N N (\II N [gN) E N (\II ‘(:I [oN) (\II N
Notes
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