
 
  

    

 

 
 
 
 
 

Q3FY12 result highlights 

Quarterly performance: Yes Bank delivered net profit of Rs2.54bn in Q3FY12 – a 33% yoy growth – in-line with our estimates. 
The bank’s performance in the quarter was marked by improvement in CASA ratio, traction in other income and sustenance 
of strong asset quality. While credit growth appeared to be moderate at 15% yoy, growth in customer assets (advances plus 
credit substitutes) came in at a robust 28% yoy during the quarter. 

Key positives: Yes Bank’s saving account balances increased by a robust 40% qoq and 99% yoy led by increase in rate 
offered by the bank (from 4% to 7%). As a result proportion of CASA deposits jumped to 12.6% from 11% in Q2FY12. Yes 
Bank’s overall other income was healthy at Rs2.1bn – a robust 31% yoy rise. The impetus was led by financial advisory (up 
51% yoy) and treasury sales (up 18% yoy and qoq).  

Impact on financials  

Yes Bank’s performance in Q3FY12 was marked by healthy NII, robust other income and stable asset quality. We expect the 
lender’s loan growth to pick up and come in at ~25% in FY13. We maintain our estimates and expect expanding distribution 
network, robust traction in CASA deposits, non-interest income and stable asset quality to drive a 33% CAGR in PAT over 
FY11-13E.  

Valuations & view 

Given the bias of its funding mix, Yes Bank will be a key beneficiary of a decline in wholesale borrowing costs and interest 
rates. We expect a decline in borrowing rates and strong earnings expansion to drive stock performance. The stock is 
currently trading at 1.9x FY13E adjusted P/BV. Reiterate Outperformer with 12 month target price of Rs440 (2.7x FY13E 
adjusted book). 
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Key valuation metrics 
YE 31 March FY11 FY12E FY13E 
Net profit (Rs m) 7,271 9,750 12,784 
yoy growth 52.2 34.1 31.1 
Shares in issue (m) 347.1 347.1 347.1 
EPS (Rs) 20.9 28.1 36.8 
EPS growth (%) 48.9 34.1 31.1 
PE (x) 15.2 11.4 8.7 
Adj. Bk val (Rs/share) 109.7 133.3 165.3 
P/ Adj. Book (x) 2.9 2.4 1.9 
RONW (%) 21.1 23.2 24.7 
  

Key financials (quarterly) 
(Rs m) Q3FY11  Q2FY12  Q3FY12  % ch qoq % ch yoy % var from est
NII 3,232 3,856 4,276 10.9 32.3 2.7
Non-intt income 1,617 2,141 2,114 (1.2) 30.8 (2.6)

Net revenue 4,848 5,997 6,390 6.6 31.8 0.9
Op expense 1,736 2,138 2,402 12.4 38.4 9.5

Operating profit 3,113 3,859 3,988 3.3 28.1 (3.6)
Provisions 250 379 224 (41.0) (10.4) (36.5)

PAT 1,911 2,350 2,541 8.1 32.9 0.5
Advances (Rs bn) 311 342 359 4.9 15.3 

Deposits (Rs bn) 395 441 469 6.5 18.9  
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Quarterly results: Detailed 

P&L (Rs m) Q3FY11 Q2FY12 Q3FY12 FY11 FY12E FY13E Comments 
Interest income 11,262 14,387 16,841 40,417 63,667 73,461   
Interest expense 8,030 10,530 12,565 27,948 47,259 51,978   
NII 3,232 3,856 4,276 12,469 16,408 21,483 In-line with expectations 
yoy growth (%) 53.2 23.1 32.3 58.2 31.6 30.9   
Non-intt income 1,617 2,141 2,114 6,233 8,256 10,111 Traction in financial advisory and 

treasury sales 
yoy growth (%) 26.5 63.4 30.8 8.3 32.5 22.5   
Net revenue 4,848 5,997 6,390 18,702 24,664 31,594   
Operating expense 1,736 2,138 2,402 6,798 8,945 11,081 Opex rises due to opening of 140 

new branches in past 12 months 
Operating profit 3,113 3,859 3,988 11,904 15,718 20,513   
Provisions 250 379 224 982 1,078 1,319 Robust asset quality; provisions at 

0.1% of assets 
yoy growth (%) (1.7) 117.1 (10.4) (28.2) 9.8 22.3   
PBT 2,863 3,481 3,765 10,922 14,640 19,195   
Tax 952 1,130 1,224 3,650 4,890 6,411   
PAT 1,911 2,350 2,541 7,271 9,750 12,784 1.5% RoA maintained  
yoy growth (%) 51.8 33.3 32.9 52.2 34.1 31.1   
          

Ratios (%)         
NIM (reported) 2.80 2.90 2.80    10bp qoq NIM compression 
NIM (calc)* 2.48 2.58 2.56 2.61 2.40 2.48   
Op exp/avg assets 1.3 1.4 1.4 1.4 1.3 1.3   
Cost/Net rev. 35.8 35.6 37.6 36.3 36.3 35.1 Cost ratios remain under control 
Prov/avg assets 0.2 0.3 0.1 0.2 0.2 0.2   
Tax/PBT 33.2 32.5 32.5 33.4 33.4 33.4   
RoA 1.5 1.6 1.5 1.5 1.4 1.5   
RoE 21.3 22.6 23.2 21.1 23.2 24.7 Healthy RoE of 20%+ 
CRAR  18.2 16.0 16.1      
Tier-I CRAR 10.4 9.4 9.2    Tier I ratio including profits at 9.7% 
CD ratio 78.9 77.6 76.4      
 

Balance sheet (Rs bn)         
Credit 311 342 359    Customer assets expand at 28% yoy 
yoy change (%) 66.3 12.7 15.3      
Deposits 395 441 469    Traction in CASA ratio; rises to 

12.6% 
yoy change (%) 79.0 10.2 18.9      
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Other Highlights 

•  NII in line….slight qoq decline in margins: NII grew by 32% yoy to Rs4.3bn in Q3FY12, in-line with our expectations. 
Growth in NII can be attributed to robust growth in customer assets (up 28% yoy; 7% qoq). At the same time, 
reported margins came off by 10bp qoq to 2.8%. Costs of funds inched up by 30bp qoq to 8.9%, overplaying the 
impact of 20bp qoq in yield on advances to 12.2%. Increase in cost of funds can be attributed to higher cost of 
saving deposits and increasing balance sheet leverage. (Exhibit 1) 

•  Traction in saving deposits on higher interest rates: Yes Bank’s saving account balances increased by a robust 40% 
qoq and 99% yoy led by increase in rate offered by the bank (from 4% to 7%). As a result proportion of CASA 
deposits jumped to 12.6% from 11% in Q2FY12. The liability profile of the bank is well diversified with increasing 
traction in branch banking deposits (up from 13.2% in FY11 to 18.1% in Q3FY12). (Exhibit 2) 

•  Asset growth remains healthy: While advances growth was modest, the bank saw a sharp rise in credit substitutes 
(CPs and debentures) during the quarter. Including credit substitutes, credit growth stood at 28% yoy during the 
quarter. Advances grew by a lower 15% yoy to Rs359bn in Q3FY12. Within advances, growth was robust in SME 
loans (up 73% yoy and 7% qoq). The proportion of branch banking increased to 15.2% in total advances Q3FY12 
from 10.1% in Q3FY11. (Exhibit 4) 

•   Strong momentum in non-interest income: Yes Bank’s overall other income was healthy at Rs2.1bn – a robust 31% 
yoy rise. The impetus was led by financial advisory (up 51% yoy) and treasury sales (up 18% yoy and qoq). (Exhibit 3)  

•  Stable asset quality: Gross NPAs were flat qoq at 0.2% in Q3FY12 - increase of Rs32m in absolute terms. Net NPAs 
were negligible at 0.04% in Q3FY12. Coverage ratio (excluding write-offs) came in at 80% Q3FY12 as against 80.2% 
in Q2FY12. Restructured book was flat qoq at Rs1.75bn (0.49% of advances).(Exhibit 5) 

•   Provisions under leash: Yes Bank’s provisions came in at Rs224m in Q3FY12 against Rs379m in Q2FY12 (0.1% of 
assets annualized). The bank has made specific provisions of ~Rs100m, general provisions of ~Rs200m and wrote 
back provisions of ~Rs120m during the quarter. 

•  Operating expenses: Operating costs increased by 38% yoy (12% qoq), led by 42% yoy increase in other operating 
expenses. The bank opened 20 new branches during the quarter, taking the total branch network to 325. Employee 
cost remained stable at Rs1.2bn (up 35% yoy) in Q3FY12.  

•   Capital adequacy: Yes Bank’s Tier I ratio came in at 9.7% (including Q3FY12 profits). Overall CAR stood at a healthy 
16.1% in Q3FY12.  
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Exhibit 1: Margins rise qoq Exhibit 2:  CASA ratio  

 

 

Exhibit 3: Other income break up (Rs m) Exhibit 4: Composition of advances book (Rs bn) 
  

 

Exhibit 5: Asset quality 

 Q3FY11 Q2FY12 Q3FY12 Incremental qoq (Rs mn/ bp) 
Gross NPAs (Rs m) 728 688 721 32 
Net NPAs (Rs m) 174 136 144 8 
Gross NPAs (%) 0.23 0.20 0.20 - 
Net NPAs (%) 0.06 0.04 0.04 - 
Loan loss coverage (%) 76.1 80.2 80.0 (18) 
Restructured loans(Rs m) 837 1,755 1,757 2 
As a % of loans 0.27 0.51 0.49 (2)  
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   Income statement  

Year to 31 Mar (Rs m) FY10 FY11 FY12E FY13E 
Net interest income  7,880   12,469   16,408   21,483 
 yoy growth (%)  54.1   58.2   31.6   30.9 
Other income  5,755   6,233   8,256   10,111 
 yoy growth (%)  32.3   8.3   32.5   22.5 
 Trading profits  986   (464)  1,629   1,873 
 Non trading income  4,769   6,696   6,627   8,238 
Net revenue  13,635   18,702   24,664   31,594 
 yoy growth (%)  44.1   37.2   31.9   28.1 
Operating expenses  5,002   6,798   8,945   11,081 
 yoy growth (%)  19.5   35.9   31.6   23.9 
Operating profit  8,633   11,904   15,718   20,513 
 yoy growth (%)  63.6   37.9   32.0   30.5 
Provisions  1,368   982   1,078   1,319 
of which NPA provisions  876   393   247   598 
PBT  7,265   10,922   14,640   19,195 
 yoy growth (%)  55.9   50.3   34.0   31.1 
Provision for tax  2,487   3,650   4,890   6,411 
PAT  4,777   7,271   9,750   12,784 
 yoy growth (%)  57.2   52.2   34.1   31.1 
 

Balance sheet  

As on 31 Mar (Rs m) FY10 FY11 FY12E FY13E 
Advances  221,931   343,636   398,618   498,273 
 yoy growth (%)  78.9   54.8   16.0   25.0 
Customer assets  255,339   424,317   531,784   652,042 
 yoy growth (%)  72.1   66.2   25.3   22.6 
SLR portfolio  67,865   107,473   167,403   207,303 
Cash & bank balances  26,732   34,960   41,851   51,826 
Total assets  363,825   590,070   774,740   954,953 
Networth  30,895   37,941   46,228   57,094 
Deposits  267,986   459,389   607,187   746,336 
 - Current %  9.1   8.6   10.0   10.5 
 - Savings %  1.5   1.8   3.0   4.5 
 - Term %  89.5   89.7   87.0   85.0 
Borrowings  47,491   66,909   90,327   117,425 
 

Key valuation metrics   

Year to 31 Mar  FY10 FY11 FY12E FY13E 
Net profit (Rs mn)  4,777.4   7,271   9,750   12,784  
yoy growth  57.2   52.2   34.1   31.1  
Shares in issue (mn)  339.7   347.1   347.1   347.1  
EPS (Rs)  14.1   20.9   28.1   36.8  
EPS growth (%)  37.5   48.9   34.1   31.1  
PE (x)  22.7   15.2   11.4   8.7  
Adj. Book value (Rs/share)  91.1   109.7   133.3   165.3  
P/ Adj. Book (x)  3.5   2.9   2.4   1.9  
RONW (%)  20.3   21.1   23.2   24.7 
 

Ratio analysis 

Year to 31 Mar (%) FY10 FY11 FY12E FY13E 
Net int. margin/avg assets  2.66   2.61   2.40   2.48  
Non-fund rev./avg assets  1.94   1.31   1.21   1.17  
Operating exp./avg assets  1.69   1.43   1.31   1.28  
Cost/Income  36.68   36.35   36.27   35.07  
Prov./avg customer assets  0.43   0.12   0.05   0.10  
PBT/Average assets  2.45   2.29   2.15   2.22  
RoA  1.61   1.52   1.43   1.48  
RoE  20.27   21.13   23.17   24.74  
Tax/PBT  34.24   33.42   33.40   33.40  
Tier I Capital adequacy  12.85   9.70   8.92   8.50  
Growth in customer assets  72.12   66.18   25.33   22.61  
Growth in deposits  65.74   71.42   32.17   22.92  
SLR ratio 23.4 21.8 24.0 24.0 
CASA ratio  10.5   10.3   13.0   15.0 
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Disclaimer 

This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment banking, investment 
management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 
This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. 
The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable basis, the 
opinions and information in this report are subject to change without notice and IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are 
under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so.  Thus, the 
opinions expressed herein should be considered those of IDFC SEC as of the date on this document only. We do not make any representation either express or implied that information contained 
herein is accurate or complete and it should not be relied upon as such.  
The information contained in this document has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient. This document is prepared for 
assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.  The investment discussed or views expressed in the document may not be suitable 
for all investors.  Investors should make their own investigations as they deem 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 investment decisions based upon their own financial objectives and financial resources.  Investors assume the entire risk of any use made of 
the information contained in the document.  Investments in general involve some degree of risk, including the risk of capital loss.   Past performance is not necessarily a guide to future performance 
and an investor may not get back the amount originally invested. 
Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or the price of, or income derived from, the investment. In 
addition, investors in securities, the values of which are influenced by foreign currencies, effectively assume currency risk.  
Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report. 
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 law, regulation or which would subject IDFC SEC and 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 a certain category of investors. Persons in whose possession this document may come are required to 
inform themselves of, and to observe, such applicable restrictions. 
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. 
IDFC SEC and affiliates, their directors, officers, and employees may from time to time have positions in, purchase or sell, or be materially interested in any of the securities mentioned or related 
securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in 
no event shall IDFC SEC, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind including but not 
limited to any direct or consequential loss or damage, however arising, from the use of this document.  Any comments or statements made herein are those of the analyst and do not necessarily 
reflect those of IDFC SEC and affiliates. 
This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged material and is not for 
any type of circulation. Any review, retransmission, or any other use is prohibited. 
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue of their receiving this 
report. 
IDFC Capital (USA) Inc. has reviewed the report and, to the extent that it includes present or past information, it is believed to be reliable, although its correctness cannot be assured. 
 

Additional Disclosures of interest: 
1.  IDFC SEC and its affiliates (i) may have received compensation from the company covered herein in the past twelve months for investment banking services; or (ii) may expect to receive or 

intends to seek compensation for investment-banking services from the subject company in the next three months from publication of the research report. 
2.  Affiliates of IDFC SEC may have may have managed or co-managed in the previous twelve months a private or public offering of securities for the subject company. 
3.  IDFC SEC and affiliates collectively do not hold more than 1% of the equity of the company that is the subject of the report as of the end of the month preceding the distribution of the research 

report. 
4.  IDFC SEC and affiliates are not acting as a market maker in the securities of the subject company. 
 
Explanation of Ratings: 
1.  Outperformer :    More than 5% to Index  
2.  Neutral  :    Within 0-5% (upside or downside) to Index 
3. Underperformer :    Less than 5% to Index 
 
Copyright in this document vests exclusively with IDFC Securities Ltd. 
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