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Uptick in margins & one-off aid RoA; outlook remians steady

About the stock: Bank of Baroda is the third largest public sector bank with a
global loan book of ~X 10.9 lakh crore and strong operating metrics among PSBs

e The bank has a meaningful presence in international operations with its JVs

and subsidiaries. Total ~16% of total business comes from overseas

Q4FY24 performance: Bank of Baroda reported mixed performance. Slippages
came elevated at ~1.1% of advances, led by two accounts — one aviation account
(exposure of X1750 crore) and one international borrower (exposure of X500 crore).
The bank made provision of X550 crore in Q4FY24 which led to higher credit cost
thereby impacting earnings reported at 2.3% YoY growth. GNPA ratio/ NNPA ratio
declined sequentially by 16/ 2 bps to 2.92%/ 0.68%. Growth in balance sheet remained
steady with 12.5% YoY uptick in advances, driven by retail loans, while liabilities grew
10.2% YoY with increased dependence on bulk deposit. Margin increased 17 bps QoQ
to 3.27%, including interest from IT refund. Core fee income grew 11.8% YoY, treasury
gains and refund of X313 crore, led to 20.9% YoY in other income. Employee expense
remains elevated amid X800 crore of wage settlement provision for retiree (including
discount due to fall in yields).

Investment Rationale

¢ Outlook on growth and margins remains steady: Advances growth came
at 12.5% YoY, with retail segment (forming 28.3% of book) in focus growing
at 20.7% YoY. Management guides for industry in-line growth at 12-14% in
FY25E, with continued strategy to focus on retail portfolio. Liabilities
accretion remains healthy, though dependence on bulk deposits witnessed
an increase owing to continued competition on deposits. However, strong
franchise and customer base is seen to aid deposit flows thereby aiding
credit growth. Margins came at 3.27%, up 17 bps QoQ, however, adjusting
for interest on IT refund, NIM stood at 3.15%. Going ahead, management
expects margins to remain stable amid ability to reprice MCLR advances
and scope to increase CD ratio (currently at 80.3%).

Asset quality remains steady: In Q4FY24, credit cost remained higher
owing to provision of Y550 crore in relation to exposure to an aviation sector
exposure. However, given 100% provision on the account, government
guarantee (one-third exposure) and healthy collateral, management remain
confident on the probability of recovery. Going ahead, management guides
for slippages at 1-1.25% and credit cost at <1%.

Steady operational performance to aid RoA: Steady opex coupled with
stable margins is expected to aid RoA. Treasury gains (with anticipation of
reversal in interest rates) could act as a positive surprise.

Rating and Target Price

e Bank of Baroda has delivered steady performance in terms of healthy
business growth, improvement in margins and asset quality resulting in
uptick in earnings. Continued in-line industry growth coupled with steady
margin and benign credit cost id expected to enable the bank to deliver RoA
at 1-1.1% ahead. Gains on treasury and recovery from existing stressed
book to act as catalyst. Valuing the bank at ~1.1x FY26E BV, we assign

target price at X300. Recommend Buy.

Key Financial Summary

ICICI direct

Research
BUY

e 3 asier
Bank of Baroda

Particulars

Particulars
Market Capitalisation

Amount
< 1.37.843 crore

Metworth X 1.12,224 crore
52 week H/L 286/ 178
Face value 2
DIl Holding (%) 16.0
Fll Holding (%) 12.4

Shareholding pattern

(in %)

Promoter

Fll

D

Others

Mar-23 Jun-23 Sep-23 Dec-23 Mar-24
640 64.0 64.0 64.0 64.0
109 123 12.4 12.3 12.4
17.7 158 15.7 15.8 16.0

7.4 8.0 7.9 8.0 7.6

300
250
200
150
100

50
0

25000
20000
15000
10000
_I 5000
T T T T T T T T 0
Faasdasad
8285553
Bank of Baroda
Nifty Index

(i)
(ii)

Moderation in retail credit growth

Erosion in margins led by higher
cost of deposit
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Key Financials (X Crore) FY21 FY22 FY23 FY24 3 year CAGR
(FY21-FY24)

NII 28,809 32,621 41,356 44,722 15.8%

PPP 21,199 22,389 26,864 30,965 13.5%

PAT 829 7,272 14,110 17,789 177.9%

ABV (R) 106.7 140.1 172.3 212.0

P/E -13.8 18.6 9.6 7.5

P/ABV 2.4 1.9 15 1.2

RoA -0.8 0.6 1.0 1.2

RoE (%) -13.1 8.9 15.3 16.9
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FY25E Fr26E 2 Year CAGR
(FY24-26E)
48769 53,684 9.6%
32933 36,332 8.3%
19,111 21,081 8.9%
2385 270.1
7.1 6.4
1.1 1.0
1.1 1.1
15.4 15.1

Source: Company, ICICI Direct Research
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Concall highlights and outlook
Highlights

e Advance growth was in-line with previous guideline of 13%, though the
bank delivered an overall growth of 12.5%

e Retail advances crossed INR 2 lakh crores, highlight strong retail book
which has been growing at a pace of 20% for previous few quarters, expect
similar momentum going forward

¢ Management stated pressure on deposit cost amid liquidity constraints led
to increase in cost of deposits by 100 bps YoY from 3.78% in FY23 to 4.77%
in FY24.

¢ NIMs were in-line with guidance. Excluding seasonal recoveries, normalized
margins stood at 3.15% vs reported 3.27%

e Slippages were slightly higher but still below the guidance of 1.25%

e Interest rates are expected to moderate in Q2/Q3 which can give a further
upside to profits

Asset Quality

e There were 2 major slippages which caused elevated provisions and costs,
these includes an aviation account of 1750 crore and an international
account of X500 crores. They together contributed increased slippage by
X2,200 crores

e The aviation account was provided 100% out of which 1,200 crore, was
provided till Q3 and remaining X550 crore got provided in Q4FY24. The
management chose to provide fully for the account rather than the policy of
only 20% provisioning

e The aviation account is heavily collateralized, 1/3rd of which is government
guaranteed and thus the management is very optimistic on its recovery,
legal proceedings for which are already in process.

e MSME slippages remained marginally higher, though high yield and
adequate collateral provides comfort. GNPA on personal loans is well under
control.

e Restructured book has reduced to 8,148 crore.

Profit & Loss

e  Other income includes one-off income tax refund amounting to X313 crores

e  Provision for employees doubled from X812 crores to X1,672 crore, led by
400 crore impact of wage settlement for retirees and another X400 crore
due to decline in discount rate amid fall in bond yield.

e LCR fell from 135% to 120% due to realigning of business strategies

Guidance

e Advance growth: 12% - 14% YoY with focus on retail segment
e Deposit growth: ~10% - 12% with higher emphasis on CASA
e Margin: ~3.15%, +/- 5 bps

e RoA:~1.1%

e Slippages at 1% to 1.25% and credit cost to be < 1%
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Exhibit 1: Variance Analysis

Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) Comments
NII 11,793 11,525 2.3 11,101 6.2 Healthy business growth supported Nl
NIM (%) 3.3 35 -26 bps 3.1 17 bps  Control in borrowing cost led to QoQ uptick in margins

Core income grew 11.8%, treasury gains & refund propel

Other Income 4,191 3,466 20.9 2,810 49.1 .
other income

Net Total 15,984 14,991 6.6 13,912 14.9
Additional wage related provision of X800 crore led by fall in
Staff cost 4,547 3,779 20.3 3,809 194 .
yields
Other
Operating 3,331 3,139 6.1 3,088 7.9
Expenses
PPP 8,106 8,073 0.4 7,015 15.6
. Credit cost higher led by provision in lieu of aviation
Provision 1,302 1,421 -8.4 666 95.4
exposure
PBT 6,804 6,652 2.3 6,349 7.2
Tax Outgo 1,918 1,877 2.2 1,769 8.4
PAT 4,886 4,775 2.3 4,579 6.7 Treasury gains offset by higher provision
Key Metrics
GNPA 31,834 36,764 -13.4 32,318 -1.5 Slippage of 2 accounts kept ratio higher at 1.1%
NNPA 7,213 8,384 -14.0 7,208 0.1

Advances 10,65,782 9,40,998 13.3 10,24,099 4.1 Retail segment continue to aid advance growth

Deposits 13,26,958 12,03,688 10.2 12,45,300 6.6 CASA ratio healthy at 41.3%
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Financial Summary

Exhibit 2: Profit and loss statement X crore @ Exhibit 3: Key ratios

(Year-end March) FY22 FY23 FY24  FY25E  FY26E (Year-end March) FY22 Fy23 FY24  FY25E  FY26E
Interest Earned 69881 89589 112606 114788 127241 V“'“‘mm_

Interest Expended 37259 48233 67884 66020 73557 g‘f/ (‘;’)f Equity Shares fégg f;g? i;ig g;gg g;éi
Net Interest Income 32621 41356 44722 48769 53684 ABV () 1401 1723 212.0 2385 270.1
growth (%) 13.2 26.8 8.1 9.0 10.1 P/E 186 9.6 75 7.1 6.4
Non Interest Income 11484 10026 14495 15205 16627 P/BV 1.6 1.4 1.2 1.0 0.9
Net Income 44105 51382 59217 63974 70311 P/ABV 1.9 15 1.2 11 1.0
Employee cost 11979 13023 15816 16922 18377 Yields & Margins (%)

Other operating Exp. 9738 11495 12436 14119 15602 Net Interest Margins 2.8 3.2 3.2 3.0 3.0
Operating Income 22389 26864 30965 32933 36332  Avg. Cost of Deposits 33 4.0 4.2 4.3 4.4
Provisions 13002 7137 6075 7453 8224 Yield on average advances 6.6 7.5 7.5 7.5 7.5
PBT 9386 19727 24890 25481 28108 S:JJ:t”/t)'lrs:cc: :zi:clc;é%) 49.2 47.7 47.4 48.5 48.3
Taxes . 2114 5617 7101 6370 7027 Credit/Deposit ratio 74.3 78.2 79.9 80.8 81.3
Net Profit 7272 14110 17789 19111 21081 GNPA 6.6 38 29 26 23
growth (%) 7773 94.0 284 55 103 NNPA 17 1.0 0.6 0.7 0.6
EPS 14.0 27.3 35.0 36.9 40.7 ROE 8.9 15.3 16.9 15.4 15.1
Source: Company, ICICI Direct Research ROA 0.6 1.0 12 11 1.1

Source: Company, ICICI Direct Research

Exhibit 4: Balance sheet X crore [ Exhibit 5: Growth ratios

(Year-end March) FY22 FY23 FY24  FY25E  FY26E (Year-end March) FY22 FY23 FY24  FY25E  FY26E

Sources of Funds Total assets 10.6 14.1 8.7 13.8 10.7

Capital 1036 1036 1036 1036 1036 Advances 10.0 21.1 133 12.7 11.9

Reserves and Surplus 84874 97187 111188 130379 147242 Deposits 8.2 15.1 10.2 11.9 11.2

Networth 85910 98223 112224 131414 148277 Total Income 133 22.4 15.2 8.0 99

Deposits 1045939 1203688 1326958 1485447 1652268 Net interest income 13.2 26.8 8.1 9.0 10.1

Borrowings 103899 101910 94402 124322 130326 Operating expenses 57 12.9 15.2 9.9 95

Other Liab & Prov (incl sub-debt) 42252 54740 52213 63225 66386 Operating profit 134.2 20.0 15.3 6.4 10.3

Total 1278000 1458562 1585797 1804408 1997258 Net profit 1743 94.0 26.1 74 103
Book value 115 14.3 18.2 13.2 12.8

Application of Funds EPS 1743 940 284 55 103

Fixed Assets 9922 8707 7913 8546 9229 oo Company, ICICI Direct Research

Investments 315795 362485 369817 410708 441008

Advances 777155 940998 1065782 1200840 1343948

Other Assets 52472 50668 47162 65352 77168

Cash with RBI & call money 122655 95703 95124 118963 125904

Total 1278000 1458562 1585797 1804408 1997258

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlCICI direct.com| N0
Invonn'nnlo,l;:aul Fingertips BROKER
ICICI Securities Ltd. |@ 755 akmins
N Analyst Award 2012 -,
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Vishal Narnolia, MBA, Gaurav Singh, PGDM, Krishna Vyas, MMS, Research Analysts Research Analysts, authors and the names subscribed to this report,
hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no
part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not
serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICIC| Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in
the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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