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Investment Thesis

In Q3FY24 Punjab national bank (PNB) has demonstrated 3 Year CAGR
business growth of 8.18%, with a year-on-year (YoY) growth of 10.82%,
reaching total business Rs. 22,90,742 crores. There has been a notable YoY
growth in both deposits 9.35% and advances 12.90%, reflecting a healthy
financial position.

PNB's strategy for deposit growth focuses on quality rather than quantity
as PNB is focused on maintaining CASA ratio. While deposit growth may
not be as high as in previous quarters, PNB is not heavily reliant on bulk
deposits. PNB emphasis is on maintaining a healthy credit to deposit ratio
(CD ratio) and utilizing excess SLR for liquidity purposes.

The excess liquidity profile of PNB (CD ratio 69%, LCR 140-150%) in an
environment where deposit growth is challenge, places it well to grow the
advances without worrying about deposit growth. These factors will
protect margins as they don't have to go for expensive deposits in
upcoming quarters.

PNB is eyeing 12-14% advance growth going forward. A healthy advance
growth outlook, ability to manage NIMs and lower Opex growth is
expected to lead strong operating profit growth. Significant improvements
in key profitability indicators such as YoY growth in net interest income by
12.14%, operating profit 10.77% increase, and net profit 253.39% increase
signify robust financial performance. PNB has guided on maintaining net
interest margins (NIM) around 3% despite market fluctuations in interest
rates. Additionally, PNB aims for a 1% Return on Assets (ROA) by the end of
the FY25.

PNB has demonstrated strong asset quality performance, coupled with
robust recovery efforts which have positively impacted net interest
income. PNB has shown reductionin gross and net NPAs by 675 bps/307bps
inlast 3 years and an increase in the provision coverage ratio (PCR of 94%).
With continues focus on reducing NPAs through proactive measures such
as recovery efforts and prudent underwriting practices. The credit cost for
the upcoming fiscal year is expected to remain low, likely below 1% which
further contribute to improvement in financial performance.

Financials

e InQ3FY24 PNBreported 12.13% YoY growth in net interestincome and 253%
YoY growth in net profitability on the back of improved operating
efficiency and asset quality they were able to deliver profitability.

Particulars FY22 FY23 FY24E FY25E FY26E
Net interest income (Rs. Crs) | 28,694.5 | 34,491.6 | 40,594.4 | 45,032.7 | 51,729.9
PPOP (Rs. Crs) 20,761.8 | 22,528.8 | 25,427.5 | 28,517.0 | 33,797.9
Net profit (Rs. Crs) 3,457.0 | 2,507.2 1 8,125.0 [ 14,292.5] 18,962.7
BVPS (Rs.) 80.2 83.0 102.9 115.8 133.1
PBV (x) 1.5 1.5 1.2 1.1 0.9
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Performance 1M 6M 1Yr
ABSOLUTE (0.5%) 50.6% 169.5%
BANKNIFTY (1.0%) 45.7% 150.8%
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e PNBreported NIMs of 3.15% which is maintained on YoY basis and improved
by 40bps on QoQ basis. Where most banks are reporting stressed NIMs, PNB Graphs & Charts

reported maintain NIM because of good availability of funds and ability fo | JET5EEN BRNG AT (@ @ REA G E el 1o 10|

transfer increasing cost to consumers PNB was able to maintain NIMs.

- In Q3FY24 PNB reported improved GNPA/NNPA by 352bps /176bps on Yoy | #90200 o
basis which was the result of improved collection efficiency. 800,000 40%
700,000 35%

3 g g 600,000 30%
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e PNBis India's first Swadeshi Bank. PNB is a Banking and Financial service 300,000 14945%

bank owned by the Government of India with its headquarters is in New 200,000 10%
Delhi, India. It is the second largest PSU after SBI in India with 10,108 100,000 5%
domestic branches and 12,455 ATMs. 0 0%

e PNB anficipates sustained growth in retail loans, particularly in vehicle
loans, personal loans, and housing loans. The growth rate is expected to
mirror the current performance, driven by robust demand in the retail
segment. Similarly, corporate loan growth may see a moderate increase
due to some uptick in demand for working capital and infrastructure

financing, although significant acceleration is nof immediately
anticipated. Figure 2: Deposit (Cr.) & CD Ratio
70

e Despite a slight reduction in tfotal capital adequacy (from 15.09% to 1,400,000
14.63%), the bank has undertaken measures to raise additional capital to
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maintain regulatory requirements and support growth initiatives. 1,200,000
1,000,000
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The outlook for PNB remains positive because. Despite a slight increase in the 600,000 cfll ol %
cost of deposits, effective management of costs is evident from the decline in 400,000 e N
the cost-to-income ratio by 316bps in Q3FY24 on YoY basis, coupled with 200,000

improvements in yield on advances. PNB does not envisage any further
increase in deposit rates but believes that rates may remain elevated for a
longer period. CASA ratio for PNB is higher than most of the PSU bank peers
which would partly help fo manage NIMs. Operating cost is expected to fall
led by lower pension-related provisions/ wage setftlement arrears going
forward.

We recommend PNB with a BUY rating which is currently frading at attractive
P/BV of 1.29x which is Similar to the industrial P/BV of 1.29x and connoting a R A B G
Target Price of Rs. 153 (1.15x P/BV multiple on FY26E BVPS) and a potential 54
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upside of 23%. 55
. 50
Risk & Concern 48
e Delay in rate cut canimpact the cost of funds and advance growth adversely. 46
e Growth in restriction by RBI can impact availability of funds, which can stress 44
margins. 42
40

FY19 FY20 Fy21 FY22 FY23 9M-FY24

Figure 4: Classification of Domestic Advances

= Retail
= Agriculture
= MSME

= Corporate &
Others




Name Designation Vaibhav ON el Vit i o persona
Vqlbhqv VldWCI nl ResearCh AnaIYSi DRue:aZ;:TTr‘n the author of this document

V| dWan | Location:

Date: 2024-03-28 12:06+05:30

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
inferests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. 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,
infernally 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 transaction; 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 personsinwhose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively fo improve & enhance the
tfransparency 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 orits 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, offiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. 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.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH | DERIVATIVE| CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 12033500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186


https://www.bonanzaonline.com/

	We recommend PNB with a BUY rating which is currently trading at attractive P/BV of 1.29x which is Similar to the industrial P/BV of 1.29x and connoting a Target Price of Rs. 153 (1.15x P/BV multiple on FY26E BVPS) and a potential upside of 23%.
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