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Company Background and Business Model Important Statistics (`crs) 
  
RBL Bank is one of India's fastest growing private sector banks with an expanding 
presence across the country.  

The Bank offers specialized services under six business verticals 
namely: Corporate & Institutional Banking, Commercial Banking, Branch & 
Business Banking, Retail Assets, Development Banking and Financial Inclusion, 
Treasury and Financial Markets Operations.  

As of September 30, 2019, it services over 7.32 million customers through a 
network of 346 Branches, 1,156 business correspondent branches (of which 238 
have been classified as banking outlets) and 394 ATMs spread across 23 Indian 
States and Union Territories. 

M.Cap (Cr) ~17,500 

52 Week H/L (`) 716.40/230.55 
NSE Code RBLBANK 
BSE Code 540065 

 

  
Investment Argument Financials 

 (` crs) 
 Whats’ Priced In? – RBL bank has seen several negative news flow relating 

to it’s exposure to riskier sectors in past two quarters which has dented the 
investors confidence in the company. It’s market price has seen sharp fall as 
much as ~50% from 52 week high. RBL Bank gave the street negative 
surprise post Q1FY20 results stating it is expecting its asset quality to worsen 
considering the increased stress in the economy & deterioration in the credit 
environment. It was expecting stress of `9-10Bn which got ballooned to 
`18Bn after Q2FY20 results. However, management reiterated that the stress 
is specific to certain corporates and they don’t see any concern in respect of 
their exposure to the perceived stressed sectors like real estate, construction, 
infra, renewable energy, etc. The same is being reflected in no case of SMA-1 
and SMA-2 in the above mentioned stressed sectors. The stressed assets 
(`1,800 Cr) recognised by management is ~3% of total loans which appears 
to be discounted into current market price considering it entirely translates 
into NPAs in FY20. 

 

Particulars FY18 FY19 

NII 17,663 25,395 
Op. Profit 13,311 19,398 
PAT 6,351 8,670 
Gross NPA (%) 1.40% 1.39% 
Net NPA (%) 0.78% 0.69% 

Source: Company Filing 

  
RBL Networth as on 30th Sep,2019 `7,799Cr 

Potential Loss `(1,800)Cr 
Capital Raised (QIP+ Preferential Issue) `2,701Cr 

Adjusted Networth `8700Cr 
RBL Bank Current Mcap ~`17,500Cr 

Adjusted Price to Book ~2.0 
 

 

  
 Advances –RBL Bank has grown its book at robust pace of ~37% CAGR 

between FY16-19. The growth was halted to 27% in Q2FY20 considering it 
intentionally went slow in wholesale book (12% growth YoY) & concentrated 
towards non-wholesale book which grew 49% YoY. Inspite of slowdown in 
the economy, it is well towards its target of growing the book in the range of 
30-35% for its Vision 2020. The growth will be augmented by the recent fund 
raising. 

The bank is tilting its book towards non-wholesale (48%) which earns 
relatively higher yields & thus helping it to improve its margins. The same is 
being reflected in the NIM of 4.35% for Q2FY20 despite the interest reversal 
on NPA. Going forward it should be able to sustain or improve the same 
considering its more focus on non-wholesale book.  
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 Deposits – The bank has seen deposit growth of 34% CAGR between FY16-

19 in-line with advance growth. It has seen improvement in its CASA ratio 
which grew to 26.5% for Q2FY20 vs. 24.5% in Q2FY19. It should be able to 
garner low cost deposit at steady pace considering it offers higher rate of 
interest (6.75%) in savings account. 

 Capital Raising - The bank successfully concluded the QIP of `2,025cr at 
the issue price of `351 per share. The QIP increases the Bank’s Total Capital 
Adequacy Ratio to 15.3%*, Core Equity Tier I Ratio to 14.3%*, enabling the 
Bank to remain capitalized well above the regulatory limits. 

It has also raised `675 Cr by way of preferential allotment to marquee names 
like East Bridge, FEG Mauritius, Ishana Capital, WF Asian Reconnaissance. 

*Post QIP Issuance considering the financial position as at September 30, 
2019 (including profits for the H1FY20) 

 

  
 Key Risk – Loan book seeing more stress other than the management 

guidance of `18Bn will lead to increase in credit cost & hence reduction in 
earnings over FY20-FY22E period. 

 

  
Valuations  
  
At CMP of `358, risk-reward strategy seems favourable even though it 
has recently run up from its lows, it is trading at P/ABV of ~2x after 
recent capital raising. There could be meaningful upside if management 
guidance on stressed assets comes true & hence we recommend to 
ACCUMULATE stock in a staggered manner around the current market 
price and any decline (370 to 320). 
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Disclaimer  

Analyst Certification: I, Harshil Gandhi, 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 Harshil Gandhi, 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. 

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 RBL Bank Ltd. as on January 3rd, 2020 
Name of the Security RBL Bank Ltd. 
Name of the analyst Harshil Gandhi 
Analysts’ ownership of any stock related to the information 
contained  
Financial Interest   
Analyst : 
Analyst’s Relative : Yes / No 
Analyst’s Associate/Firm : Yes/No 

NIL 
 
 
No 
No 
No 

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

 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.  
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