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Key Highlights — Q3FY24 Important Statistics
»  State Bank of India (SBI) posted strong loan book growth, the asset Nifty 21,772
quality improvement continued and NIM profile moderated marginally. Sensex 71,731
However, key highlight of the result was the one time impact due to higher M.CAP (X tn) ~5.75
wage provision and pension liability which led to bottom-line profitablity 52 Week H/L (R) 660.55/501.55
coming below expectations. NSE Code SBIN
>  Profit after tax stood at 92bn down -35% YoY/ -36% QoQ. B BSE Codg 4 ;533\11 llﬁ
>  In Q3FY24, NII stood at ¥398bn rising +5% YoY/ +1% QoQ with NIM S0M0=T0 oot '
(domestic) coming in at 3.3%, down -35bps YoY/ -9bps QoQ. -
>  Overall loan book growth of +14.4% YoY/+5.1% QoQ to 35,843bn was harehodinglRaten) BecEs
driven mainly by the RAM segment while international business also grew Promoters 57.49%
in-tandem with the overall business growth. FlIs 10.91%
0,
>  Total bank deposits increased by +13% YoY/+2% QoQ to %47,622bn. PD;II' g;‘l}g;
CASA ratio witnessed compression of -330bps YoY/-70bps QoQ to 41.2%. =Lllls ol
>  Asset Quality further strengthened with GNPA / NNPA falling to 2.4% /
0.6% in Q3FY24.
>  During the quarter, return ratios moderated slightly with RoA and RoE
coming in at 0.6% and 19.5%.
Key takeaways from Q3FY24 result Relative Performance
> Profitability Return (%)  1Yr 3Yr 5Yr
o In Q3FY24, net interest income stood at %398bn up +5% YoY/+1% SBI 18% 64% 1259%,
QOQ at a gradual pace than +23% YoY/+5% QoQ rise in interest Nifty 50 23% 46% 97%
earned, on account of the bank witnessing NIM compression. Sensex 19% 42% 949,

o During the quarter, overall NIM came in at 3.2% down -28bps YOY/ - source: Company, Way2wealth Research
7bps QoQ while the domestic NIM fell -35bps YoY/-9bps QoQ to 3.3%.

o The fall in NIMs was mainly due to increase in cost of funds, which
rose by ~10bps sequencially to 4.75%. However, yeild on advances
remained stable at 8.88%.

o Employee costs stood at ¥194bn rising +31% YoY/ +2% QoQ. During
the quarter, the bank made higher wage provision of ¥63bn as against
an expectation of ~X50bn. Management has guided for a further ¥54bn
provision in this regard, and would impact the profitability in 4QFY24e.

o SBI also reported an exceptional item representing provision for
pension and graduity liabilities to the tune of X71bn. In FY24,
employee expense (including wage provision) is likely to be ~3841bn
while it would reduce down to ~X660bn by FY25, as per the managent
guidance.
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o Operating expenses remained under control with -3% QoQ (+21%
YoY) fall to X116bn. Resultantly, PPoP came +5% QoQ (-19% YoY)
higher at ¥203bn.

o For the quarter, provisions stood at ¥7bn up from %1bn in Q2FY23 but
significantly down from ¥58bn in Q3FY23.

o Resultantly, reported profit after tax for Q3FY24 stood at ¥92bn down -  Prasad Hase
35% YoY/ -36% QoQ. prasadhase@way2wealth.com
91-22-4019 2908

o Return ratios moderated sequentially during the quarter with RoE
coming down by -310bps QoQ (+88bps YoY) to 19.5% while RoA came
off by —39bps QoQ (-46bps YoY) to 0.6%.
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Gross Advances (X bn)
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Source: Company, Way2wealth Research

> Balance Sheet

o Gross advances were up +14% YoY/+5% QoQ to %35,843bn led by
+14.5% YoY/ +5% QoQ growth in domestic advances. Additionally,
international business grew at robust pace of +13.9% YoY/ +5% QoQ.

Retail Personal 11,245 ° 12,963 15.3%
Agri " o24707 2,917 18.1%
SME " 35067 4,181 19.2%
Corporate " 9,250 7 10,241 10.7%
o During the quarter, domestic lending business was led by healthy pymectic " 26,472 7 30,303 14.5%

+15% YoY/ +4% QoQ growth in Retail (Personal) advances t0 () erseas ¥ 48647 5540 13.9%
%12,963bn while SME segment posted strong +19% YoY/+7% QoQ T — " 31,336 " 35,843 14.4%

growth to %4,181bn.
Source: Company, Way2wealth

o For the quarter, deposit base grew by +13% YoY/+2% QoQ to
%47,622bn. It was driven by growth in term deposits increasing +19%
YoY/+3% QoQ to 28,809bn while CASA growth was subdued at
+4.5% YoY/flat sequentially to ¥18,813bn.

o Resultantly, CASA ratio in Q3FY24 came in at 41%, down -330bps
YoY/-70bps QoQ.
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>  Asset quality ASSET QUALITY
o Improvement in bank's asset quality continued as GNPA contracted - g0, 76%  76% 7505  75% 540,  80%
72bps YoY/-13bps QoQ to 2.4% while NNPA fell -13bps YoY/flat Q0Q as5% 3%5%  ———e——0——, 75%
to 0.6%. 3.0% P 2.8% 2.8% Z.E% 2.4% 70%
. .0 . 15% U5 07% 0.7% o06% 0.6%  65%
o Provision Coverage Ratio (PCR) was down by -195bps YoY/ -128bps 0.0% ® o——e 60%
QoQ at 74%. '
o Slippages in Q3FY24 were up +60% YoY/ +29% QoQ to ¥50bn, while 8 8 3 3 S
Slippage Ratio contracted by -5 bps YoY/ -3bps QoQ to 0.7%. ) g 3 8 8
o Credit Cost moderated by -12bps YoY/ -2bps QoQ to 0.25% duirng the Gross NPA (LHS) Net NPA (LHS)
=—+— Gross ==+— Ne!
quarter. ==-== PCR (RHS)

Source: Company, Way2wealth Research
>  Capital Adequacy
o In Q3FY24, the Capital Adequacy Ratio (CAR) fell -22bps YoY / -123bps
QoQ to 13.05%.
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Story in Charts
Advances and Deposits Loan Book Mix
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Source: Company, Way2wealth Research 2-
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View

State Bank of India posted mixed performance in Q3FY24 as higher wage
provision and one-off pension provisions offset the improvement in credit cost
and strong loan growth. The management has guided for a further wage related
provision hit in fourth quarter. However, the bank’s ability to maintain ROA near
1% level, despite such developments, is commendable. With advances / deposit
ratio stands at ~75%, SBI is well placed in terms of deposit base as compared
to some of the other leading private sector banks.

On the asset quality front, SBI is able to showcase persistent improvement in its
GNPA and NNPA ratio. This along-with expectation for low credit cost going
forward would support profitability improvement in FY25. Resultantly, SBI is
well poised to see significant improvement in its return ratios from next financial
year. While, bank’s fundamental parameters are improving notably, its
underperformance over a long period vis-a-vis its peers and
benchmark index, makes it an attractive bet in the PSU bank space. At
CMP of 7643, the stock is trading at ~1.2x its FY25e P/adj. BV. Thus,
we maintain our BUY rating on the stock, for healthy returns over the
medium term.
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Financials
i <bn)
Interest/ discount on advances / bills 735 589 25% 703 5% 2,109 1,577 34%
Income on investments 284 245 16% 270 5% 804 706 14%

Interest on balances with RBI & other

inter-bank funds 13 7 74% 13 -1% 39 26 48%
Others 35 25 41% 28 24% 88 81 8%
Interest earned 1,067 866 23% 1014 5% 3041 2392 27%
Interest expended 669 485 38% 619 8% 1,859 1,347 38%
Net Interest Income 398 381 5% 395 1% 1,182 1,044 13%
Other income 115 115 0% 108 6% 343 227 51%
Total income 513 495 4% 503 2% 1,525 1,271 20%
Employee costs 194 148" 31% 189 2% 549 397" 38% <
Operating expenses 116 96 21% 119 -3% 326 283 15% N
Core Profit 203 252 -19% 194 5% 650 591 10% 2
Provisions and contingencies 7 58 -88% 1 497% 33 132 -75% _I_-.
Exceptional item - - - - - 0
Profit before tax 196 195 1% 193 2% 617 459 35% 2
Tax expense 34 53 -36% 50 -32% 143 124 15% g
Net profit 163 142 14% 143 13% 475 335 42% 5
Exceptional items 71 - - 71 - (]
Reported PAT 92 142" -35% 143" -36% 404 335 20% 1
Earnings per share (EPS) 10 16 -35% 16 -36% 45 38 20% >
NIM (Overall) 3.2%  3.5% -28bps  3.3% -7 bps 3.3% 3.3% -1 bps o
NIM (Domestic) 3.3% 3.7% -35bps  3.4% -9bps 3.4% 3.5% -8 bps E
Cost to Income ratio 60.3% 49.1% 1,125bps  61.4% -105 bps 57.4%  53.5% 384 bps %
Cost to Assets 2.1% 1.9% 25 bps 2.2% -7 bps 2.0% 1.8% 27 bps, o
Source: Company, Way2wealth Research 2
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Disclaimer

Analyst Certification: |, Prasad Hase, the research analyst and author of this report, hereby certify that the views expressed in this research report accurately
reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the
analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s), principally
responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers Private Limited,
hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Prasad Hase, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12
months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither Way2Wealth
nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including
lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Way2Wealth
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every individual and
are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or needs of an
individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any
kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has
advised of the possibility of such damages.
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This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant
risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to: the
risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic
slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic
developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a
solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute
or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees
including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in
the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement State Bank of India (SBI) as on 6" February 2024

3A1329dS19d Y2LNQD V - 9shoyiys

Name of the Security State Bank of India (SBI)
Name of the analyst Prasad Hase
Analysts’ ownership of any stock related to the information NIL
contained

Financial Interest

Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of lAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors
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