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About DCB Bank Stock Details ‘

DCB Bank is a modern emerging new generation private sector bank with
333 branches across 19 states and 3 union territories. It is a scheduled Market Cap (RsCr) 3,074.75
commercial bank regulated by the Reserve Bank of India. It s BSE Code 532,772
professionally managed and governed. DCB Bank has contemporary
technology and infrastructure including state of the art internet banking
for personal as well as business banking customers.DCB Bank's business Sector/Index Bank/BSE 500
segments are Retail, micro-SME, SME, mid-Corporate, Agriculture,

NSE Code DCBBANK

Commodities, Government, Public Sector, Indian Banks, Co-operative Year End March
Banks and Non Banking Finance Companies (NBFC). DCB Bank has 52 w.High/Low 126.5/58.1
approximately 600,000 customers. DCB Bank's network of 331 plus state- Shares in Issue (cr) 31.0
of-the-art, customer friendly branches are across the states. BSE 'S 51193.3
Investment Thesis = :
Loan growth moderateand Deposit de-grew retail term

Loan growth of 2. 4% yoy was driven by Home loan (+15%) and Gold Shareholding Pattern ‘
Loan Foreign Promoters 14.9
(+172%) and AIB (+7%). Corporate and MSME loans were down 6.1% and DIl's 30.3
6.9% respectively.Deposits declined by 2.2%, retail term deposit however Fil's 13.0
grew by growth of 19%.The bank has guided for 16-19% loangrowth in Others 4.8

FY22E. In the coming months focus would be onSME/MSME, LAP, home,
gold, KCC, tractor and short-term corporateloans. Due to the second

wave of covid, resultant lockdown andcurfews, new disbursements have Key Ratios as on 19t May 2021

been affected in April 2021 andMay 2021.The bank’s liquidity position Div Yield 00.0
remains adequatewith daily average LCR of 138.3% against the revised -
. TTM PE 9.16x
mandatory requirement of 90%.
Assets quality stable;restructuring book at 4.3% Indystry P/BY 201
TTM EPS (Rs.) 10.8

Gross and net NPA were both up by ~40 bps from pro-forma levels
of3QFY21 to 4.1% and 2.3% respectively. If not for the Supreme Court
order, gross andnet NPA would have been at ~3.7% and ~1.9%
respectively as of 3QFY21. Segmentally,NPL ratio worsened significantly in
the vehicle loans portfolio to 13%.Provision coverage ratio (excluding
technical write-offs) stood at ~45%, down from preCovid coverage ratio
of 53%.

Financials

During the past 5 years, NIl of DCB Bank has grown at CAGR of 6.94%
while PAT grown at CAGR of 11.32% in same period.

Satnadal.(Rs. Cr) FY19 FY20 FY21E FY22E FY23E
Interest Income 3041 3537 3496 3481 3784
NIl 1149 1265 1308 1396 1503
% growth 15% 15% 3% 7% 8%
PAT 325 338 348 437 499
ABV 94.4 93 100.7 118 135
P/ABV 1.1 1.1 1.0 0.9 0.8
ROE(%) 10 11 10 12 12




The bank reported slippages of ~Rs6.6 bn in 4QFY21.However, on a full-
year basis, slippages for FY2021 were very similar to FY2020 level of 2.7%,
which gives us some comfort on the book’'s quality. Net restructured
loans forthe bank stood at Rs?.7 bn (~3.7% of net advances). A large
share of restructuring isfrom the LAP and CV book.

Key Business Highlights

Balance sheet growth expected to remain healthy

DCB has a track record of doubling-up its loan book in every three to four
years. It has grown its book to Rs 25345 as of FY20 from Rs 3460 crore in
FYO? implying a growth of 19.85% CAGR in the past 11 years. The
management has maintained guidance of doubling the bank’s balance
sheet in three to four years focusing on low capital consuming loans.
Estimate the credit book wil grow at 9.9% CAGR in FY20-23E
to33664crore.DCBbank proactivelyreduced exposure to some chunky
corporate accounts, which it believes to be risky in the existing
environment. Credit growth was 10% YoY;however, it was at 16% YoY,
excluding corporate. Thecorporate loan portfolio expansion is not a part
of core strategy.

Branch Expansion

Outlook and Valuations The branch expansion is expected to remain
reasonable over FY20-FY23 period, as Management aims to open only
15-20 branches incrementally per annum. Going forward, even with
stable NIM of the bank, a sharper reduction in Operating cost /Assets is
expected to drive the ROA, in our view.

Valuation

Increasing major of restructuring credit book and elevated credit cost
are likely to keep bottom line growth subdued in the near term. Net
restructured loans for the bank stood at Rs?.7 bn (~3.7% of net
advances). A large share of restructuring is from the LAP and CV books. I
will contfinue to face higher delinquency in the CV poritfolio. We remain
watchful on asset quality deteriorated sharply, and thus expect credit
cost to dropped at 1.5%/0.9% in FY22E/FY23E. We estimate DCB bank to
deliver FY23E RoA/RoE at 1.1%/12.0% led by cautious balance sheet
growth along with slight deterioratfion in asset quality. We value the bank
at PBV of 0.96x FY23E Adj. BVPS to arrive at a price target of 2130. (0.96x
FY23E ABV) Factoring the current scenario, Believe the NPA to increase in
next few quarters but it can be managed with healthy operating
performance. Considering an inexpensive valuation (0.9x Adj. BVPS) and
improving collection scenario we recommend BUY.

Risk & Concern

e Increase in delinquencies in MSME sector
e Inftensive competition may restrict yield improvement.

Graphs & Charts
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Figure 2: Net Interest Income Trend
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Figure 3: PAT Trend
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Disclosure:

Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. Bonanza Portfolio Ltd is responsible for the preparation of this research report and has taken
reasonable care to achieve and maintain independence and objectivity in making any recommendations. Bonanza
Portfolio Ltd or its associates or Analyst or his relatives may or may not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

Bonanza Portfolio Ltd operates under the regulation of SEBI RegnNo.INM000012306

Disclaimer:

This research report has been published by Bonanza portfolio Ltd and is meant solely for use by the recipient and is not for
circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time
believed to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be
warranted or represented that it is accurate or complete and it should not be relied upon as such. If this report is
inadvertently send or has reached to any individual, same may be ignored and brought to the attention of the sender.
Preparation of this research report does not constitute a personal recommendation or take info account the particular
investment objectives, financial situations, or needs of individual clients. Past performance is not a guide for future
performance. This Report has been prepared on the basis of publicly available information, internally developed data and
other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only base for any market
fransaction; however this data is representation of one of the support document among other market risk criterion. The
market participant can have an idea of risk involved to use this information as the only source for any market related activity.
The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes,
should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively
to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred to in this report and the income from them may go down as well as up.
Bonanza portfolio Ltd or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant
the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken
to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or
representatives of Bonanza portfolio Ltd shall be liable. Research report may differ between Bonanza portfolio Ltd RAs and
other companies on account of differences in, personal judgment and difference in time horizons for which
recommendations are made. Research entity has not been engaged in market making activity for the subject company.
Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the subject company or third party in connection with the research report
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