
P
ri

va
te

 C
ir

cu
la

ti
o

n 
O

nl
y.

 T
hi

s 
d

o
cu

m
en

t 
m

ay
 o

nl
y 

b
e 

d
is

tr
ib

ut
ed

 t
o

 Q
IB

s 
(q

ua
lif

ie
d

 in
st

it
ut

io
na

l b
uy

er
s)

 a
s 

d
ef

in
ed

 u
nd

er
 r

ul
e 

1
4

4
A

 o
f 

th
e 

S
ec

ur
it

ie
s 

A
ct

 o
f 

1
93

3

M B Mahesh, CFA Nischint Chawathe Ashlesh Sonje, CFA Abhijeet Sakhare Varun Palacharla 

Bandhan Bank (BANDHAN) BUY 
Banks 

CMP(₹): 179 Fair Value(₹): 270 Sector View: Attractive NIFTY-50: 21,998 March 13, 2024 

Making a steady comeback 

We came back from a meeting with management with the following 

takeaways—(1) CBS (Core Banking Solution) issues are behind, (2) ability to 

cross-sell products will be a key focus area, (3) the share of secured lending 

will keep improving, (4) maintains a positive view on slippage/recovery, and 

(5) the senior management team is in place and focus would be on delivering

better growth, strong risk management and better productivity. The recent 

apprehension on many issues has caused a de-rating in the stock. However,

we find the risk-reward comfortable (retain BUY with FV unchanged), even as

we understand that the thesis to play out will need a couple of more quarters. 

Issues gradually getting resolved 

Key takeaways from our meeting with management: (1) Transition into the new 

Core Banking System is complete, offering greater flexibility to understand the 

business and build new products, especially in the retail asset, liability and 

payment products. The bank has a strong customer base, which would make it 

easier to scale these products faster. (2) Management reiterated its view on 

asset quality trends. Slippages are likely to be lower as compared to past trends 

and the issues pertaining to slippages in 3QFY24 (relating to CBS transition) are 

unlikely to show any new surprises. The bank has built stronger risk-

management tools for identification of early warning signs better. (3) A senior 

management team is in place. Rajinder Babbar and Ratan Kumar Kesh have 

built their teams and would focus on execution. Cross-selling is an opportunity 

that would see greater focus, as it would improve risk-adjusted returns. (4) 

There is a lot of work being done to improve productivity of their existing 

employees. 

Focus shifting toward growth from monitoring balance sheet quality 

Management appeared to be quite comfortable in focusing the discussion on 

growth, as the building blocks supporting this thesis appear to be in place. The 

common theme of our discussions with investors in recent quarters/years have 

been on asset quality trends with the primary focus toward the MFI portfolio. 

However, it did appear that these issues have mostly worked through the 

recognition line, suggesting that we are well past the peak slippages. 

Maintain BUY with FV unchanged 

We maintain our BUY rating on Bandhan Bank with an unchanged Fair Value. 

The bank is trading at 1X FY2026E book and 7X EPS while we do believe that 

risks to our earnings appear to be fairly low. We expect the bank to deliver ~15-

17% RoE with >15% CAGR in EPS largely led by a decline in credit costs. The 

bank is yet to deliver comfort and confidence on asset quality and the ability to 

show improvement in the medium term would act as a key trigger for near-term 

re-rating. It is probably the most inexpensive stock in the segments that the 

bank is focused on.  

Company data and valuation summary 

Stock data 

CMP(Rs)/FV(Rs)/Rating 179/270/BUY 

52-week range (Rs) (high-low) 272-175

Mcap (bn) (Rs/US$) 288/3.5 

ADTV-3M (mn) (Rs/US$) 3,254/39.3 

Shareholding pattern (%)   

Price performance (%) 1M 3M 12M 

Absolute (10) (26) (18) 

Rel. to Nifty (11) (31) (46) 

Rel. to MSCI India (13) (35) (56) 

Forecasts/Valuations 2024E 2025E 2026E 

EPS (Rs) 20.6 25.5 28.7 

EPS growth (%) 50.9 23.9 12.5 

P/E (X) 8.7 7.0 6.2 

P/B (X) 1.4 1.1 1.0 

BVPS (Rs) 131.8 156.1 183.5 

RoE (%) 15.8 17.0 16.6 

Div. yield (%) 1.7 2.1 2.4 

Nll (Rs bn) 102 123 143 

PPOP (Rs bn) 68 78 90 

Net profits (Rs bn) 33 41 46 

Source: Bloomberg, Company data, Kotak Institutional Equities estimates 

Prices in this report are based on the market close of 
March 13, 2024 
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Other points of discussion 

 Customer engagements have a lot of room for improvement. Customers have become a lot more 

digital aware than before due to introduction of UPI and other products. The bank is now responding 

to this change by building better products and continuously engaging to ensure that they can bring in 

stickiness. The redesigned IT infrastructure has the capabilities to do the same. The transactional 

banking business is likely to be a big beneficiary with the bank seeing some part of this benefit through 

higher current account balances. Also, a regular availability of data would allow the bank to reduce 

risk as the data sets would throw better insights into expected portfolio performance. The bank would 

work to strengthen its existing LOS/LMS to gain more expertise. 

 Work on analytics has been an ongoing exercise. The bank has built expertise on collection that is at 

par with leading private banks. The ability to build and monitor early warning signals is an example of 

better analytics.  

 The loan book would continue its journey toward secured loans. The MFI portfolio has started to grow 

but stronger growth would come from SME, secured housing and other related products (gold loans, 

vehicle loans, etc.). The bank is not too worried on the SME segment despite it growing faster than 

other lending products. The bank has built sufficient management and execution depth in the housing 

finance business and this should see faster growth hereon.   

 Focus is shifting toward improving productivity of staff. Emphasis is being placed on building sales 

teams, identifying customer segments with specific revenue opportunities and attempting to cross-

sell all the products of the bank to the customer.  

 Liabilities would see better focus along with new products that are aimed at eastern India, non-

resident Indians, women-centric or senior citizens. 

 The conversation with the regulator remains an ongoing exercise.  

 

Bandhan Bank is trading at 1.4X one-year forward book 

  Rolling one-year forward PER and PBR, March fiscal 

year-ends (X) 
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Source: Bloomberg, Company, Kotak Institutional Equities estimates 
 

 

Bandhan Bank now trades at a discount to private bank index 

  Rolling one-year forward PBR divergence to other 

major private banks, March fiscal year-ends (X) 

0.0

0.6

1.2

1.8

2.4

3.0

M
a

r-
18

S
e

p
-1

8

M
a

r-
19

S
e

p
-1

9

M
a

r-
20

S
e

p
-2

0

M
a

r-
21

S
e

p
-2

1

M
a

r-
22

S
e

p
-2

2

M
a

r-
23

S
e

p
-2

3

M
a

r-
24

 

Source: Bloomberg, Companies, Kotak Institutional Equities estimates 
 

 

 

 



 

 

  3 
  

 

Bandhan Bank 

Banks India Research 

 

  Bandhan Bank – key growth rates and financial ratios, March fiscal year-ends (%) 

2017 2018 2019 2020 2021 2022 2023 2024E 2025E 2026E

Growth rates (%)

Income statement

NII 158 26 48 41 20 15 6 10 20 17

Other income 174 72 51 46 36 34 (13) (11) 15 15

Total income 160 33 49 42 23 19 2 6 19 16

Operating expenses 66 28 38 34 16 25 32 22 23 19

PPOP 284 36 54 45 26 17 (12) (5) 16 14

Provisions and contingencies 66 323 96 90 180 102 (47) (43) 2 18

Loan loss provisions 50 316 128 83 174 107 (47) (43) 2 18

PBT 312 21 47 35 (27) (96) 2,149 51 24 12

PAT 304 21 45 55 (27) (94) 1,645 51 24 12

Balance sheet

Cash and bank balances 132 (25) 5 44 (25) 50 (11) 17 18 18

Investment 47 52 20 53 64 16 11 16 15 14

Net loans and advances 35 76 33 68 22 15 11 17 20 22

Fixed assets 6 (5) 39 11 32 21 45 20 (2) (3)

Total assets 53 47 27 63 25 21 12 16 18 20

Deposits 92 46 28 32 37 24 12 25 24 24

Term 73 36 15 41 22 27 17 29 28 28

CASA 162 70 52 19 61 18 6 18 18 17

Net liabilities 57 35 30 69 28 25 12 17 19 20

Key calculated ratios (%)

Yield on loans 21.3 16.4 16.5 17.9 14.7 13.9 13.9 14.6 15.5 14.8

Yield on investment 9.2 7.1 6.7 6.6 5.9 5.5 6.2 6.0 6.2 6.0

Yield on earning assets 15.9 13.1 13.4 15.0 12.4 11.3 11.5 12.1 12.9 12.4

Interest on deposits 7.3 5.9 5.4 6.6 5.9 5.0 5.3 6.2 6.9 6.5

Cost of funds 7.6 6.1 5.5 7.8 5.9 4.9 5.3 6.1 6.8 6.5

NIM 9.8 8.3 9.1 8.7 7.5 7.1 6.7 6.5 6.6 6.5

Credit cost 0.5 1.4 2.2 2.6 5.1 9.0 4.2 2.1 1.8 1.8

Cost to income 36.3 35.0 32.6 30.8 29.1 30.5 39.5 45.6 47.2 48.1

Cost to assets 4.1 3.5 3.6 3.3 2.7 2.8 3.1 3.4 3.5 3.5

RoE decomposition (%)

NII 9.6 7.9 8.3 8.0 7.0 6.6 6.1 6.0 6.2 6.1

Loan loss provisions 0.3 0.9 1.4 1.8 3.5 5.9 2.8 1.4 1.2 1.2

Other income 1.6 1.8 2.0 2.0 1.9 2.1 1.6 1.3 1.3 1.2

Total income 11.3 9.7 10.3 10.0 8.9 8.7 7.7 7.2 7.4 7.3

Operating expenses 4.1 3.4 3.4 3.1 2.6 2.7 3.0 3.3 3.5 3.5

PPOP 7.1 6.3 6.9 6.9 6.3 6.0 4.7 3.9 3.9 3.8

(1- tax rate) 65.2 65.4 64.8 74.6 74.8 97.8 75.9 75.9 75.9 75.9

RoA 4.4 3.5 3.6 3.8 2.0 0.1 1.4 1.9 2.1 2.0

Average assets/ equity 6.4 5.6 5.2 6.0 6.6 7.6 8.2 8.2 8.3 8.5

RoE 28.6 19.5 19.0 22.9 13.5 0.7 11.9 15.8 17.0 16.6
 

Source: Company, Kotak Institutional Equities estimates 
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 Bandhan Bank – key financials, March fiscal year-ends, 2017-26E (Rs mn) 

2017 2018 2019 2020 2021 2022 2023 2024E 2025E 2026E

Income statement

Interest income 39,087 48,023 66,441 108,855 125,242 138,716 159,047 190,245 238,766 274,803

Interest expenses 15,052 17,701 21,480 45,616 49,609 51,571 66,451 88,043 115,685 131,381

NII 24,035 30,322 44,961 63,239 75,634 87,145 92,596 102,202 123,082 143,422

Loan loss provisions 802 3,331 7,598 13,922 38,103 78,695 41,989 23,844 24,275 28,667

Other income 4,114 7,062 10,630 15,492 21,091 28,225 24,686 21,996 25,298 29,080

Total income 28,149 37,384 55,591 78,731 96,724 115,370 117,282 124,197 148,379 172,502

Operating expenses 10,220 13,083 18,110 24,265 28,172 35,236 46,368 56,693 69,995 82,986

PPOP 17,929 24,301 37,482 54,466 68,553 80,134 70,913 67,504 78,384 89,516

PBT 17,045 20,559 30,131 40,534 29,487 1,286 28,930 43,666 54,114 60,854

Taxes 5,925 7,103 10,616 10,297 7,432 28 6,983 10,541 13,063 14,690

PAT 11,119 13,456 19,515 30,237 22,055 1,258 21,946 33,125 41,051 46,164

Tax rate (%) 35 35 35 25 25 2 24 24 24 24

Balance sheet items

Assets

Cash and bank balances 73,650 55,106 58,027 83,529 62,283 93,214 82,497 96,832 113,990 134,502

Net value of investment 55,165 83,719 100,375 153,518 251,554 290,787 323,659 376,717 431,579 492,535

Net loans and advances 168,391 297,130 396,434 666,299 816,129 939,749 1,047,568 1,223,266 1,473,982 1,802,205

Fixed assets 2,518 2,381 3,312 3,688 4,867 5,879 8,546 10,284 10,050 9,753

Other assets 2,637 4,764 6,270 10,144 15,329 60,323 95,430 104,973 115,470 127,017

Net assets 302,361 443,101 564,417 917,178 1,150,162 1,389,952 1,557,700 1,812,072 2,145,071 2,566,012

Liabilities

Deposits 232,287 338,690 432,316 570,815 779,722 963,306 1,080,693 1,347,519 1,675,389 2,077,631

CASA (%) 29.4 34.3 40.8 36.8 43.4 41.6 39.3 37.3 35.3 33.3

Borrowings 10,289 2,850 5,214 163,792 169,604 199,212 247,108 199,687 161,749 131,399

Net liabilities 257,896 349,281 452,400 765,223 976,080 1,216,140 1,361,858 1,588,074 1,886,180 2,267,881

Shareholder's equity

Paid up capital 10,951 11,928 11,931 16,102 16,106 16,108 16,108 16,108 16,108 16,108

Reserves and surplus 33,513 81,891 100,087 135,852 157,976 157,704 179,733 207,890 242,783 282,023

Shareholder's funds 44,465 93,819 112,017 151,955 174,082 173,812 195,842 223,998 258,892 298,131

AUM 235,433 323,390 447,760 718,460 870,400 993,400 1,091,200 1,245,082 1,484,890 1,807,659

Source: Company, Kotak Institutional Equities estimates 
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Ratings and other definitions/identifiers 

Definitions of ratings 

BUY. We expect this stock to deliver more than 15% returns over the next 12 months. 

ADD. We expect this stock to deliver 5-15% returns over the next 12 months. 

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months. 

SELL. We expect this stock to deliver <-5% returns over the next 12 months. 

Our Fair Value estimates are also on a 12-month horizon basis. 

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may 
not strictly be in accordance with the Rating System at all times. 

Coverage view 

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following 
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers 

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable 
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or 
strategic transaction involving this company and in certain other circumstances. 

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company. 

NC = Not Covered. Kotak Securities does not cover this company. 

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a 

sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in 

effect for this stock and should not be relied upon. 

NA = Not Available or Not Applicable. The information is not available for display or is not applicable. 

NM = Not Meaningful. The information is not meaningful and is therefore excluded.

Distribution of ratings/investment banking relationships

Kotak Institutional Equities Research coverage universe

Source: Kotak Institutional Equities

As of December 31, 2023

Percentage of companies covered by Kotak Institutional 

Equities, within the specified category.

* The above categories are defined as follows: Buy = We

expect this stock to deliver more than 15% returns over 

the next 12 months; Add = We expect this stock to deliver 

5-15% returns over the next 12 months; Reduce = We 

expect this stock to deliver -5-+5% returns over the next 

12 months; Sell = We expect this stock to deliver less than 

-5% returns over the next 12 months. Our target prices 

are also on a 12-month horizon basis. These ratings are 

used illustratively to comply with applicable regulations. As 

of 31/12/2023 Kotak Institutional Equities Investment 

Research had investment ratings on 255 equity securities.

Percentage of companies within each category for which 

Kotak Institutional Equities and or its affiliates  has 

provided investment banking services within the previous 

12 months.
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Corporate Office 

Kotak Securities Ltd. 
27 BKC, Plot No. C-27, “G Block” Bandra Kurla 
Complex, Bandra (E) Mumbai 400 051, India 
Tel: +91-22-43360000 

Overseas Affiliates 

Kotak Mahindra (UK) Ltd  
8th Floor, Portsoken House  
155-157 Minories, London EC3N 1LS 
Tel: +44-20-7977-6900 

Kotak Mahindra Inc  
PENN 1,1 Pennsylvania Plaza, 
Suite 1720, New York, NY 10119, USA 
Tel: +1-212-600-8858 

Copyright 2024 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved. 

The Kotak Institutional Equities research report is solely a product of Kotak Securities Limited and may be used for general information only. The legal entity preparing this research report is not registered as a broker-dealer in the United 
States and, therefore, is not subject to US rules regarding the preparation of research reports and/or the independence of research analysts. 

1. Note that the research analysts contributing to this report are residents outside the United States and are not associates, employees, registered or qualified as research analysts with FINRA or a US-regulated broker dealer; and 

2. Such research analysts may not be associated persons of Kotak Mahindra Inc. and therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held 
by a research analyst. 

3. Kotak Mahindra Inc. does not accept or receive any compensation of any kind directly from US institutional investors for the dissemination of the Kotak Securities Limited research reports. However, Kotak Securities Limited has entered 
into an agreement with Kotak Mahindra Inc. which includes payment for sourcing new major US institutional investors and service existing clients based out of the US. 

4. In the United States, this research report is available solely for distribution to major US institutional investors, as defined in Rule 15a – 6 under the Securities Exchange Act of 1934. This research report is distributed in the United States by 
Kotak Mahindra Inc., a US-registered broker and dealer and a member of FINRA. Kotak Mahindra Inc., a US-registered broker-dealer, accepts responsibility for this research report and its dissemination in the United States. 

5. This Kotak Securities Limited research report is not intended for any other persons in the United States. All major US institutional investors or persons outside the United States, having received this Kotak Securities Limited research report 
shall neither distribute the original nor a copy to any other person in the United States. Any US recipient of the research who wishes to effect a transaction in any security covered by the report should do so with or through Kotak Mahindra 
Inc. Please contact a US-registered representative; Vinay Goenka, Kotak Mahindra Inc., PENN 1,1 Pennsylvania Plaza, Suite 1720, New York, NY 10119, Direct +1 212 600 8858, vinay.goenka@kotak.com. 

6. This document does not constitute an offer of, or an invitation by or on behalf of Kotak Securities Limited or its affiliates or any other company to any person, to buy or sell any security. The information contained herein has been obtained 
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This report is distributed in Singapore by Kotak Mahindra (UK) Limited (Singapore Branch) to institutional investors, accredited investors or expert investors only as defined under the Securities and Futures Act. Recipients of this analysis 
/report are to contact Kotak Mahindra (UK) Limited (Singapore Branch) (16 Raffles Quay, #35-02/03, Hong Leong Building, Singapore 048581) in respect of any matters arising from, or in connection with, this analysis/report. Kotak Mahindra 
(UK) Limited (Singapore Branch) is regulated by the Monetary Authority of Singapore. 

Kotak Securities Limited and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We along with our affiliates are leading underwriter of securities and participants in virtually 
all securities trading markets in India. We and our affiliates have investment banking and other business relationships with a significant percentage of the companies covered by our Investment Research Department. Our research professionals 
provide important input into our investment banking and other business selection processes. Investors should assume that Kotak Securities Limited and/or its affiliates are seeking or will seek investment banking or other business from the 
company or companies that are the subject of this material. Our research professionals are paid in part based on the profitability of Kotak Securities Limited, which includes earnings from investment banking and other businesses. Kotak 
Securities Limited generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. Additionally, 
Kotak Securities Limited generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other 
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make 
investment decisions that are inconsistent with the recommendations expressed herein. 
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or companies that are the subject of this material is provided herein. 
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