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Sector Banking 

Market Cap (Rs cr) 7,232 

Beta 0.92 

52 WK High / Low 278/117 

Avg Daily Volume 381531 

Face Value (Rs) 10 

BSE Sensex 18,092 

Nifty 5,281 

BSE Code 532648 

NSE Code   YESBANK 

Reuters Code   YESB.BO 

Bloomberg Code   YES IN 

Shareholding Pattern (%) 

Promoters 35.0 
MF/Banks/Indian FIs 4.0 
FII/ NRIs/ OCBs 52.0 

Indian Public 9.0 
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Performance Highlights 

 Strong business growth: The Bank maintained the growth momentum in its 
Wholesale business (though growing slower than expected sequentially), 
with Advances growing 79% yoy to Rs8,598cr and Deposits growing 104% 
yoy to Rs11,129cr. 

 NIM maintained: NIM remained stable on a qoq and ttm basis (at about 
2.5%). This enabled the Bank deliver 85% yoy growth in Net Interest Income 
(NII) to Rs93cr, lower than expected mainly due to slower business growth.    

 Strong growth in Non-Interest Income: The Bank’s Financial Markets 
(Treasury) and Financial Advisory (Investment Banking) Divisions contribute 
a large portion of its Income. While growth in Treasury Income (customer-
oriented) was very strong at 171% yoy to Rs36cr, Investment Banking (by its 
nature lumpy from quarter to quarter) was subdued vis-à-vis the past few 
quarters, growing 16% yoy to Rs14cr (as against Rs31cr in 1QFY2008 and 
Rs19cr in 2QFY08). Overall, Non-Interest Income grew 119% yoy to Rs97cr 
and contributed 51% of Total Income.  

 Net Profit grows 116%: The Bank maintained its scorching pace of 
Earnings growth, with Net Profits growing 116% yoy to Rs54cr. The Bank 
also maintained its track record of Zero NPAs since inception. 

 

Exhibit 1 : Key Financials 
Y/E March (Rs cr) FY2007  FY2008E   FY2009E   FY2010E  

NII          171.4          326.7           619.5       1,004.2 
% chg            94.6            90.7             89.6            62.1 
Net Profit            94.4          198.5           317.0          463.1 
% chg            70.4          110.3             59.7            46.1 
NIM (%)              2.3              2.1               2.3              2.5 
EPS (Rs)              3.4              6.6               9.9            13.6 
P/E (x)            72.7            37.0             24.7            18.0 
P/BV (x)              8.7              5.1               3.4              2.4 
P/ABV (x)              8.7              5.1               3.4              2.4 
RoAA (%)              1.2              1.3               1.2              1.1 
RoANW (%)            13.9            17.9             16.9            16.2 

Source: Company, Angel Research  
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 Retail business – Execution risks v/s Sequential performance: We have a positive view on 
the Bank’s overall strategy for this business (which is at incubation stage). The management’s 
track record and pedigree also inspires confidence in its ability to build up scale. However, 
execution risks are high and progress needs to be tracked closely. 

 Branches: The total number of operational branches remained at 60 (same as 2QFY2008). 
Over the next two quarters, the Bank targets is to open 57 branches (for which it already has 
licenses) in various Tier II cities, especially in North and West India. 

 CaSa and Third party distribution: The Bank’s low-cost Deposits as a % of Total Deposits 
were 8% in 3QFY2008. We believe this represents a key challenge for the Bank and expect this 
ratio to improve only gradually. While Income from Third party distribution grew 85% yoy to 
Rs12cr, a large portion of this business occurs in the latter part of the financial year – the strength 
of the Bank’s ‘Push-based’ Bancassurance model will be further tested in 4QFY2008. 
 
Exhibit 2: Third party Commission Income 
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Source: Company, Angel Research 

 Operating expenses: The Bank continued to increase its human resource strength though 
slower sequentially as new branch roll-outs are still in process. Total number of employees 
increased from 3,236 in 2QFY2008 to 3,542 in 3QFY2008. Staff expenses increased 96% yoy 
to Rs53cr. Total Operating expenses also grew at a similar rate to Rs89cr yoy but, were flat 
sequentially. The Bank’s Cost-to-Income ratio was, therefore only 47%. However, as the Bank 
continues to roll out its Retail operations, we expect the Cost-to-Income ratio to revert back to 
55% + levels. 

 Capital adequacy: The Bank completed Preferential Equity Placement of 1.47cr shares at 
Rs225 per share (aggregating Rs331cr as against earlier indicative capital raising plans for 
FY2008 through equity of Rs450cr). This took the Bank’s Net Worth to Rs1,253cr and Capital 
Adequacy to 14.2%. The Board further authorised issue of 2cr shares via QIP, preferential 
allotment or other means as required for future expansion. This increase in capital raising 
plans is to meet capital adequacy, enhance borrower limits and facilitate improvement in credit 
ratings as well. 

 
Outlook and Valuation  
At the CMP of Rs245, the stock is trading at 18x FY2010E EPS of Rs13.6 and 2.4x FY2010E 
Adjusted Book Value of Rs100.2. We believe the Bank’s pool of intellectual capital and promising 
growth trajectory make the stock attractive at current valuations. Hence, we maintain a Buy on 
the stock, with a 12-month Target Price of Rs289.  
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be 
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to 
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive 
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying 
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 
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Exhibit 3: 3QFY2008 Performance 
Y/E March (Rs cr) 3QFY2008 3QFY2007 % chg 9MFY2008 9MFY2007 % chg 
 Interest Earned           346.4          161.4          114.7          922.3           381.5          141.8 
 Interest Expenses           253.3          111.2          127.9          694.1           260.2          166.7 
 Net Interest Income            93.0            50.2            85.3          228.2           121.3            88.2 
 Non-Interest Income             96.8            44.3          118.6          248.7           119.6          108.0 
 Total Income           189.9            94.5          100.9          476.9           240.8            98.0 
 Operating Expenses             88.9            46.7            90.6          247.8           128.2            93.3 
 Pre-Prov Profit           100.9            47.9          111.0          229.2           112.6          103.5 
 Provisions & Cont.             15.7              9.8            60.7            20.8             16.1            29.0 
 PBT             85.2            38.1          123.9          208.4             96.5          115.9 
 Provision for Taxes            31.0            13.0          138.1            72.9             33.1          120.2 
 PAT             54.2            25.1          116.4          135.5             63.4          113.7 
 EPS (Rs)              1.8              0.9          105.6              4.6               2.3          103.0 
Cost to Income ratio (%)             46.8            49.4             52.0             53.2  
Effective Tax Rate (%)            36.4            34.2             35.0             34.3  
Net NPA (%)                 -                  -       
 Source: Company, Angel Research 
 
 
 
 
 
 
 
 
 
 


