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Federal Bank 
Stable performance, comfortable position and optimistic outlook 

Financial and valuation summary 

Federal bank (FB) posted good set of numbers for 2QFY25. NII for the quarter came in at 
~Rs23bn (up +20%/4% YoY/QoQ) which was broadly in line with our estimates. Net 
Advances grew 19%/4% YoY/QoQ; Similarly, deposits grew 16%/1% YoY/QoQ – which were 
lower than anticipated leading to increase in LDR to ~85%. However, the management has 
indicated that Deposits growth would pick up and match advances growth incrementally. 
NIMs (reported) were marginally lower at 3.12% vs. 3.16% in 1QFY25 primarily due to 
reclassification of penal charge in other income vs. NII before. CTI for the quarter was higher 
at 53.0% vs. 52.5%/53.2% in 2QFY24/1QFY25. PPoP at Rs15.7bn, (higher by 18% YoY) due 
to higher other income. The loan loss provision came in at Rs1,584mn vs. Rs1,556mn in 
2QFY24 at 28bps. Resultantly, PAT came at Rs10.6bn (11% YoY) vs our estimates of Rs9.5bn. 
CRAR came in at 15.2%. GNPA and NNPA were lower sequentially at 2.11% and 0.6%, 
respectively with improvement +100bps sequential improvement in PCR. With the 
management transition, investors have set clear priorities: 1) enhancing NIMs, 2) reducing 
opex, and 3) improving the overall return profile. The new leadership has indicated that 
they will outline their strategic approach to address these areas by the next quarter. We 
view these development very positively. Also, we roll over to 1HFY27E and continue to 
assign 1.5x P/B to arrive at our revised target price of Rs250. Maintain BUY with an upside 
of 35% from current levels. 

Strong profitability driven by pristine asset quality 
NII came in at ~Rs23bn, (+20% YoY/4% QoQ) which was slightly below our estimates. Notably, 
PPoP came at Rs15.7bn, an increase by 18%/4% YoY/QoQ. CTI for the quarter came at 53.0% 
(52.5%/53.2% in 2QFY24/1QFY25). Going ahead, management expects improvement in CTI in 
2HFY25. Furthermore, the loan loss provision for quarter came in at Rs1,584mn vs. 1,556mn 
in 2QFY24 within the guided range of ~35bps. Resultantly, PAT came at Rs10.6bn (+11% YoY). 

Gross advances growth lead by retail advances 
Gross advances grew by an impressive +22% YoY/~4% QoQ, reaching Rs2.3Tn. Importantly, this 
growth was driven by higher yielding retail advances – RA (+27%/~5% YoY/QoQ). Wholesale 
advances grew by +17% /3% YoY/QoQ with focus on granular lending. The wholesale and retail 
mix came at 44:56.  

Deposits grew by mere 1% but management is confident of better performance going ahead 
Total deposits at Rs2.7Tn (+16%/+1% YoY/QoQ) growth was muted during the quarter. FB’s 
CASA ratio witnessed an increase of 80bps sequentially and stood at 30.1% (31.2% in Q2FY24). 
TD stood at Rs1.9Tn (up 17%/0% YoY/QoQ). Further, the LDR ratio is very comfortable at ~86%. 

Moreover, CASA+ Retail TD stood at 80%. NR savings deposits have gone up due to various 
efforts taken like feet on street. 

Reasonable valuations: Maintain BUY 
Going ahead, management expects the momentum of growth and profitability to continue 
on the back of its retail franchise. However, we have factored slight NIMs moderation (to 
factor in competitive scenario), operating leverage (linked to maturity of branches) and 
normalization of credit cost. Resultantly, we bake in AUM/PPOP/PAT CAGR at 19%/21%/18% 
over FY24-27E and expect RoA/RoE to be maintained at 1.3%/15.0%. We maintain our BUY 
rating, with a revised target price of Rs250, assigning a 1.5x multiple to 1HFY27E ABV. 

 
Market Data 

Bloomberg: FB IN 

52 week H/L: 207/137 

Market cap: Rs453.5bn 

Shares Outstanding: 2451.6mn 

Free float: 83.8% 

Avg. daily vol. 3mth: 1,08,57,920 

Source: Bloomberg 

Changes in the report 

Rating: Unchanged 

Target price: Changed from Rs232 to Rs250 

ABVS: 
FY25E;129.0  
FY26E;150.1 

Source: Centrum Broking 

Shareholding pattern 

 Sep-24 Jun-24 Mar-24 Dec-23 

Promoter 0.0 0.0 0.0 0.0 

FIIs 27.7 28.6 28.6 29.4 

DIIs 47.2 45.2 45.4 44.7 

Public/other 25.1 26.2 26.0 25.9 

Source: BSE 

Centrum estimates vs Actual results 
YE Mar 
(Rs mn) 

Centrum 
Q2FY25 

Actual 
Q2FY25 

Variance 
(%) 

NII 24,076 23,672 -1.7 

PPOP 14,364 15,654 9.0 

PAT 9,478 10,567 11.5 

Source: Company, Centrum Broking 

YE Mar (Rs mn)     2QFY25A 2QFY24A YoY (%) 1QFY25A QoQ (%) FY25E FY26E FY27E 

NII 23,672 20,564 15.1 22,920 3.3 94,528 114,806 137,096 

PPoP 15,654 13,245 18.2 15,009 4.3 62,153 78,967 91,520 

Provisions 1,584 439 260.7 1,443 9.8 6,949 8,199 9,675 

Net profit 10,567 9,538 10.8 10,095 4.7 41,403 53,076 61,384 

Loan growth (%) 19.4 19.6  20.3  18.0 18.0 18.0 

NIM (%) 3.2 3.3  3.2  3.1 3.2 3.2 

Cost/income (%) 53.0 52.5  53.2  54.0 51.5 52.0 

GNPA (%) 2.1 2.3  2.1  2.0 2.0 1.9 

RoA (%) 1.4 1.5  1.3  1.2 1.3 1.3 

RoE (%) 14.7 16.6  15.3  13.3 15.0 15.0 

P/ABV (x)      1.2 1.0 0.9 

Source: Company, Centrum Broking 
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Thesis Snapshot 

Estimate revision  Valuations 

YE Mar 
(Rs mn) 

FY25E 
New 

FY25E 
Old 

% chg 
FY26E 

New 
FY26E 

Old 
% chg 

NII 94,528 93,869 0.7 1,14,806 1,14,109 0.6  

PPOP 62,153 58,962 5.4 78,967 76,412 3.3 

PAT 41,403 39,397 5.1 53,076 51,616 2.8 

Source: Centrum Broking 

Federal Bank versus NIFTY Mid Cap 100 
 1m 6m 1 year 

fb in equity (4.5) 17.8  32.6  

NIFTY Mid Cap 100 (7.7) 9.6  44.0  

Source: Bloomberg, NSE 

Key assumptions 
Y/E Mar FY25E FY26E 

AUM Growth                                         20.0 18.0 

NII Growth  14.0 21.6 

Other Inc./Assets 1.2 1.2 

Opex/Assets 2.2 2.1 

Provision Cost 0.3 0.3 
Source: Centrum Broking 

 

 We bake in AUM/PPOP/PAT CAGR at 19%/21%/18% over FY24-27E and 
expect RoA/RoE to be maintained at 1.3%/15.0%. Hence we maintain our 
BUY rating, with a revised target price of Rs250, assigning a 1.5x multiple 
to 1HFY27E ABV. 

Valuations     Rs/share 

ABV 1HFY27E     161 

Target multiple     1.5 

     242 

FEDFINA @20% disc.     8 

Target     250 

P/ABV mean and standard deviation  

 
Source: Bloomberg, Centrum Broking 

 

 
Peer comparison 

Company 
EPS (Rs) BVPS (Rs) RoAA (%) RoAE (%) 

FY23A FY24A FY25E FY26E FY23A FY24A FY25E FY26E FY23A FY24A FY25E FY26E FY23A FY24A FY25E FY26E 

City Union Bank 12.6 13.6 14.9 16.5 100.7 113.4 125.6 140.1 1.5 1.5 1.5 1.5 13.4 12.8 12.5 12.4 

RBL Bank 15.3 20.8 17.8 27.8 225.6 245.2 263.9 284.4 0.8 1.0 0.7 1.0 7.1 8.9 7.1 10.2 

IDFC First Bank 3.7 4.2 3.0 6.2 39.1 45.6 50.5 56.6 1.1 1.1 0.7 1.1 10.1 10.1 6.4 11.5 

Bandhan Bank 13.6 13.8 23.5 26.9 121.6 134.1 156.3 179.4 1.5 1.3 2.0 1.9 11.9 10.8 16.2 16.0 

Average 11.3 13.1 14.8 19.4 121.8 134.6 149.1 165.1 1.2 1.2 1.2 1.4 10.6 10.7 10.6 12.5 

Federal Bank 14.2 15.3 17.0 21.8 101.6 119.5 135.5 155.9 1.3 1.3 1.3 1.3 14.9 14.7 15.0 15.0 

 

Company Mcap (Rs mn) 
P/E (x) P/BV (x) 

FY23A FY24A FY25E FY26E FY23A FY24A FY25E FY26E 

City Union Bank 1,27,290 12.7 12.6 11.5 10.3 1.5 1.4 1.3 1.2 

RBL Bank 1,01,210 15.4 11.3 9.1 5.8 1.9 0.7 0.7 0.6 

IDFC First Bank 5,02,320 20.3 15.9 22.1 10.7 1.7 1.4 1.3 1.2 

Bandhan Bank 2,97,720 14.0 10.0 7.9 7.0 1.6 1.4 1.2 1.0 

Average  15.6 12.5 12.7 8.5 1.7 1.2 1.1 1.0 

Federal Bank 4,53,710 9.3 12.1 10.9 8.5 1.3 1.5 1.4 1.2 
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Exhibit 1: Key conference call takeaways and metrics 

Centrum Quarterly Monitor Q1FY25 Q2FY25 Our Comments 

Margins and Profitability 

 FY25 CTI: 53% and 50% in 1-2years.  

 NIMs margin guidance maintained at 
3.15%-3.25%. 

 *RoA and RoE – 1.3% (similar levels) 
and ~13.5%. 

 FY25 CTI: 53% and 50% in 1-2years.  

 NIMs margin guidance maintained at 
3.15%-3.25%. 

 *RoA and RoE – 1.3% (similar levels) 
and ~13.5%* 

 

 Federal Bank has been consistently 
maintaining its margin and return 
profile and we bake in this 
performance  

Asset quality 

 Credit cost has remained stable and 
outlook remains robust. 

 Slippages and overall asset quality is 
in line with earlier guidance. 

 
 

 Growth in high yielding products has 
been calibrated considering the 
macro environment. 

 Current slippages and asset quality 
will hold with marginal uptick.  

 Unsecured advances are 4.6% of 
total advances. 

 Federal bank has witnessed one of 
the best asset quality performance in 
the Industry.  
 

Outlook and guidance 

 Management is confident that the 
trajectory of growth would continue 
backed on various capabilities.  

 Management had talks with RBI on 
getting clearance to restart issuing 
Co-Branded credit cards and is 
expected to get clarity by 3Q  

 NRE deposits were coming down post 
Covid however during 1QFY25 money 
which was getting invested is getting 
parked into deposits. 

 Advances & Deposits growth 
maintained ~18%. 

 CC embargo is expected to be lifted 
soon.  

 NR savings deposits have gone up 
due to various efforts taken like feet 
on street. 

 With the management transition, 
investors have set clear priorities: 1) 
enhancing NIMs, 2) reducing Opex, 
and 3) improving the overall return 
profile.  

 The new leadership has indicated 
that they will outline their strategic 
approach to address these areas by 
the next quarter. 

Source: Centrum Broking 

Earnings concall KTAs 
Opening remarks 

 Federal bank reported highest ever yearly profits and operating profits. 

 Diversification helps bank to achieve strong growth across products. 

 NRE led deposits has picked up in this quarter vs. decline in last few quarters. 

 Credit quality has remained stable and outlook remains robust. 

Guidance 

 NIMs margin guidance maintained at 3.15%-3.25%. 

 Focus is on mobilisation of Deposits and CASA. 

 Current slippages and asset quality will hold with marginal uptick. 

 RoA and RoE – 1.3% (similar levels) and ~13.5%. 

Advances and deposits 

 Advances & Deposits growth maintained ~18%. 

 Unsecured advances are 4.6% of total advances. 

 CC embargo is expected to be lifted soon. 

 GL is predominantly organic and Fintechs tie up (sourcing and distribution) GL PF is sub 
10%.. 

Asset quality and margins 

 Incremental growth in deposits and advances would match as LDR has gone up to 85%. 

 Growth in high yielding products has been calibrated considering the macro 
environment. 

 Fee income has been higher due to better distribution/network and change in 
classification of penal charge to be included in other income vs. NII before. 



Federal Bank 29 October, 2024 

Centrum Institutional Research 4 

 Credit cards and PL are very small part of PF, but there has been some stress but the 
management believes it has enough control in place and there are no FLDGs. 

Others 

 Average LCR has improved to 115% from 112% 

 New draft guidelines on LCR are draft and management believes that RBI may consider 
some suggestions from the IBA. 

 NR savings deposits have gone up due to various efforts taken like feet on street. 

 Bank don’t take FCNR and focus has been on NRE Savings accounts and Deposits. 
 

Exhibit 2: AUM growth trend 

 
Source: Company Data, Centrum Broking 

Exhibit 3: Gross advances mix 

 
Source: Company Data, Centrum Broking 

Exhibit 4: Asset quality trend 

 
Source: Company, Centrum Broking 

Exhibit 5: Deposits trend 

 
Source: Company, Centrum Broking 

Exhibit 6: NIMs slightly lower for the quarter 

 
Source: Company, Centrum Broking 
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Exhibit 7: Quarterly financial Snapshot 

Income statement Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 

Interest earned 34,426 34,832 36,289 40,208 44,333 47,207 50,245 54,553 57,301 59,784 63,309 65,773 

Interest expended 19,037 19,580 20,244 22,590 24,767 28,115 31,059 33,989 36,067 37,832 40,389 42,101 

Net Interest Income 15,389 15,252 16,045 17,618 19,565 19,093 19,186 20,564 21,234 21,951 22,920 23,672 

Other income 4,842 4,650 4,526 6,095 5,340 7,339 7,324 7,304 8,626 7,539 9,152 9,640 

Total Income 20,231 19,902 20,571 23,714 24,905 26,432 26,510 27,868 29,859 29,490 32,072 33,312 

Operating Expenses 11,088 11,920 10,838 11,591 12,163 13,086 13,487 14,624 15,486 18,386 17,063 17,658 

Employees 5,831 6,373 4,993 5,156 5,608 5,972 6,167 6,263 6,932 8,869 7,380 7,777 

Others 5,257 5,548 5,844 6,435 6,555 7,114 7,319 8,361 8,554 9,518 9,682 9,882 

Operating profit 9,143 7,982 9,734 12,122 12,742 13,346 13,024 13,245 14,373 11,104 15,009 15,654 

Provisions 2,140 752 1,667 2,679 1,987 1,167 1,556 439 912 -946 1,443 1,584 

Profit before tax 7,003 7,230 8,067 9,444 10,755 12,179 11,468 12,806 13,461 12,050 13,566 14,070 

Taxes 1,786 1,824 2,060 2,407 2,719 3,153 2,930 3,267 3,394 2,987 3,471 3,503 

Net Profit 5,217 5,405 6,007 7,037 8,036 9,026 8,537 9,538 10,067 9,063 10,095 10,567 

Balance sheet            - 

Shareholders funds 1,82,520 1,87,938 1,93,930 1,97,488 2,05,880 2,15,062 2,23,760 2,61,188 2,81,720 2,90,944 3,05,650 3,14,566 

Borrowings 81,500 1,53,931 1,58,340 2,04,132 1,96,760 1,93,193 2,11,780 1,91,808 1,73,170 1,80,264 2,17,100 2,37,486 

Deposits 17,54,320 18,17,006 18,33,550 18,91,457 20,14,080 21,33,860 22,24,960 23,28,684 23,95,910 25,25,340 26,60,650 26,91,066 

Other liabilities 70,430 50,588 67,710 78,048 88,010 61,303 81,460 92,579 1,11,330 86,570 96,320 1,12,313 

Total liabilities 20,88,770 22,09,463 22,53,530 23,71,124 25,04,730 26,03,418 27,41,960 28,74,260 29,62,130 30,83,118 32,79,720 33,55,430 

Cash & bank 1,53,140 2,10,104 1,59,620 1,49,938 1,78,790 1,76,887 1,92,830 1,99,859 2,12,250 1,89,629 2,48,620 2,28,669 

Advances 14,07,430 14,49,283 15,16,890 16,12,403 16,81,730 17,44,469 18,34,870 19,28,167 19,91,850 20,94,033 22,08,070 23,03,122 

Investments 3,74,950 3,91,795 4,11,860 4,35,713 4,62,650 4,89,834 5,19,420 5,51,691 5,73,730 6,08,595 6,38,320 6,46,619 

Fixed assets 5,580 6,339 6,680 7,169 8,400 9,340 9,340 9,375 9,990 10,201 10,790 10,951 

Other assets 1,47,670 1,51,942 1,58,480 1,65,901 1,73,160 1,82,890 1,85,500 1,85,167 1,74,310 1,80,660 1,73,920 1,66,069 

Total assets 20,88,770 22,09,463 22,53,530 23,71,124 25,04,730 26,03,418 27,41,960 28,74,260 29,62,130 30,83,118 32,79,720 33,55,430 

Balance sheet (%)            - 

Loan growth 12.1 9.9 16.9 11.3 19.5 20.4 21.0 19.6 18.4 20.0 20.3 19.4 

Deposit growth 8.5 5.2 8.2 4.1 14.8 17.4 21.3 23.1 19.0 18.3 19.6 15.6 

Loans/Deposits 80.2 79.8 82.7 85.2 83.5 81.8 82.5 82.8 83.1 82.9 83.0 85.6 

Investment /Deposits 21.4 21.6 22.5 23.0 23.0 23.0 23.3 23.7 23.9 24.1 24.0 24.0 

Capital Adequacy             

Tier-1 13.5 14.4 13.3 12.6 12.1 13.0 12.5 13.8 13.5 14.6 14.2 13.8 

Tier-2 0.9 1.3 1.3 1.2 1.2 1.8 1.7 1.7 1.5 1.5 1.4 1.4 

CRAR 14.4 15.8 14.6 13.8 13.4 14.8 14.3 15.5 15.0 16.1 15.6 15.2 

Profitability (%)             

Yield on assets 7.6 7.5 7.8 8.1 8.8 9.0 9.2 9.5 9.5 9.4 9.5 8.9 

Cost of funds 4.3 4.1 4.3 4.4 4.9 5.2 5.6 5.9 6.0 6.0 6.1 5.8 

NIM 3.4 3.3 3.4 3.6 3.9 3.7 3.5 3.6 3.5 3.5 3.4 3.2 

Other income/Assets 1.0 0.9 0.9 1.1 0.9 1.2 1.2 1.1 1.3 1.1 1.2 1.2 

Cost/Income 54.8 59.9 52.7 48.9 48.8 49.5 50.9 52.5 51.9 62.3 53.2 53.0 

Employees 28.8 32.0 24.3 21.7 22.5 22.6 23.3 22.5 23.2 30.1 23.0 23.3 

Others 26.0 27.9 28.4 27.1 26.3 26.9 27.6 30.0 28.6 32.3 30.2 29.7 

Cost/Assets 2.2 2.3 2.0 2.0 2.1 2.2 2.2 2.2 2.3 2.6 2.3 2.1 

RoA 1.0 1.0 1.1 1.2 1.4 1.5 1.4 1.5 1.5 1.3 1.3 1.3 

RoE 12.3 12.4 13.4 14.6 16.6 17.9 16.4 16.6 16.5 14.3 15.3 13.6 

Asset quality (%)             

GNPA 3.1 2.8 2.7 2.5 2.4 2.4 2.4 2.3 2.3 2.1 2.1 2.1 

NNPA 1.05 0.96 0.94 0.78 0.73 0.69 0.69 0.64 0.64 0.60 0.60 0.57 

PCR 65.7 65.7 65.1 68.3 70.0 70.8 71.0 71.7 72.1 71.8 71.6 72.7 

Credit Cost on gross AUM (bps) 63 21 46 71 51 29 37 10 19 -19 28 28 

Source: Company, Centrum Broking 
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Exhibit 8: ROAE Tree 
  FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E 

 Total Assets  13,83,140 15,93,400 18,06,381 20,13,674 22,09,463 26,03,418 30,83,118 36,34,909 43,05,278 50,70,302 

 Average total assets  12,66,454 14,88,270 16,99,890 19,10,027 21,11,568 24,06,441 28,43,268  33,59,013   39,70,094   46,87,790  

 Equity  1,22,362 1,33,016 1,45,487 1,61,245 1,87,938 2,15,062 2,90,944 3,29,998 3,79,665 4,37,639 

 Average Equity  1,06,010 1,27,689 1,39,252 1,53,366 1,74,592 2,01,500 2,53,003  3,10,471   3,54,832   4,08,652  

 Interest Income on term loans/ Average 
total assets  

6.0% 6.1% 6.3% 5.7% 5.1% 5.6% 6.2% 6.5% 6.5% 6.5% 

 Income on investments/money with 
RBI/other banks / Average total assets  

1.6% 1.4% 1.4% 1.4% 1.2% 1.2% 1.4% 1.4% 1.4% 1.3% 

 Non-Interest Income/ Average total assets  0.9% 0.9% 1.1% 1.0% 1.0% 1.0% 1.1% 1.2% 1.2% 1.1% 

 Total Income/ Average total assets  8.5% 8.4% 8.8% 8.1% 7.3% 7.8% 8.7% 9.1% 9.1% 9.0% 

 Interest on Deposits, borrowings and debt 
securities / Average total assets  

4.9% 4.9% 5.0% 4.3% 3.6% 4.0% 4.9% 5.1% 5.1% 5.0% 

 Net Interest Income / Average total 
assets  

2.8% 2.8% 2.7% 2.9% 2.8% 3.0% 2.9% 2.8% 2.9% 2.9% 

 Net Total Income/ Average total assets  3.7% 3.7% 3.9% 3.9% 3.8% 4.0% 4.0% 4.0% 4.1% 4.1% 

 Operating Expenses / Average total assets  1.9% 1.9% 2.0% 1.9% 2.0% 2.0% 2.2% 2.2% 2.1% 2.1% 

 PPOP/Average total assets  1.8% 1.9% 1.9% 2.0% 1.8% 2.0% 1.8% 1.9% 2.0% 2.0% 

 Provision Cost / Average total assets  0.75% 0.58% 0.69% 0.87% 0.58% 0.31% 0.07% 0.21% 0.21% 0.21% 

 Profit before tax / Average total assets  1.1% 1.3% 1.2% 1.1% 1.2% 1.7% 1.8% 1.6% 1.8% 1.7% 

 Tax expense/ Average total assets  0.4% 0.4% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4% 0.4% 

 One-time adjustment/Average Total 
Assets  

0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

 RoAA  0.7% 0.8% 0.9% 0.8% 0.9% 1.3% 1.31% 1.23% 1.34% 1.31% 

 Leverage (Average total assets/average 
Equity or average Net-worth)  

11.9 11.7 12.2 12.5 12.1 11.9 11.2 10.8 11.2 11.5 

 RoAE  8.3% 9.8% 11.1% 10.4% 10.8% 15.0% 14.7% 13.3% 15.0% 15.0% 

Source: Company, Centrum Broking 
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P&L 
YE Mar (Rs mn)      FY23A FY24A FY25E FY26E FY27E 

Interest earned 1,68,036 2,21,883 2,66,870 3,16,458 3,70,756 

Interest expended 95,715 1,38,948 1,72,342 2,01,652 2,33,660 

Net Interest Income 72,322 82,935 94,528 1,14,806 1,37,096 

Other income 23,300 30,793 40,565 48,093 53,641 

Total Income 95,622 1,13,728 1,35,093 1,62,900 1,90,737 

Operating Expenses 47,678 61,983 72,940 83,932 99,217 

Employees 21,730 28,231 32,039 37,005 43,961 

Others 25,948 33,752 40,902 46,928 55,256 

PPoP 47,944 51,745 62,153 78,967 91,520 

Provisions 7,499 1,961 6,949 8,199 9,675 

Profit before tax 40,445 49,784 55,205 70,768 81,845 

Taxes 10,339 12,578 13,801 17,692 20,461 

Net Profit 30,106 37,206 41,403 53,076 61,384 

Ratios 
YE Mar       FY23A FY24A FY25E FY26E FY27E 

Growth (%)      

Loans 20.4 20.0 18.0 18.0 18.0 

Deposits 17.4 18.3 19.3 18.0 18.0 

RWA growth 28.4 20.9 18.9 19.4 18.7 

NII 21.3 14.7 14.0 21.5 19.4 

Other income 11.5 32.2 31.7 18.6 11.5 

Opex 11.1 30.0 17.7 15.1 18.2 

PPoP 27.6 7.9 20.1 27.1 15.9 

Provisions (38.6) (73.8) 254.3 18.0 18.0 

Net profit 59.3 23.6 11.3 28.2 15.7 

Profitability (%)      

Yield on assets 7.9 8.6 8.7 8.8 8.7 

Cost of funds 4.5 5.5 5.8 5.8 5.6 

NIM 3.5 3.3 3.1 3.2 3.2 

Other income / Total inc. 24.4 27.1 30.0 29.5 28.1 

Other inc. / avg assets 1.0 1.1 1.2 1.2 1.1 

Cost/Income 49.9 54.5 54.0 51.5 52.0 

Employee 22.7 24.8 23.7 22.7 23.0 

Other 27.1 29.7 30.3 28.8 29.0 

Opex/ Avg assets 2.0 2.2 2.2 2.1 2.1 

Provisioning cost 0.5 0.1 0.3 0.3 0.3 

Tax rate 25.6 25.3 25.0 25.0 25.0 

RoE 14.9 14.7 13.3 15.0 15.0 

RoA 1.3 1.3 1.2 1.3 1.3 

RoRWA 2.2 2.1 2.0 2.1 2.1 

Du-pont (%)      

Interest income 7.0 7.8 7.9 8.0 7.9 

Interest expenses 4.0 4.9 5.1 5.1 5.0 

NII 3.0 2.9 2.8 2.9 2.9 

Other income 1.0 1.1 1.2 1.2 1.1 

Total income 4.0 4.0 4.0 4.1 4.1 

Operating expenses 2.0 2.2 2.2 2.1 2.1 

Employee 0.9 1.0 1.0 0.9 0.9 

Other 1.1 1.2 1.2 1.2 1.2 

PPOP 2.0 1.8 1.9 2.0 2.0 

Provisions 0.3 0.1 0.2 0.2 0.2 

PBT 1.7 1.8 1.6 1.8 1.7 

Tax 0.4 0.4 0.4 0.4 0.4 

RoA 1.3 1.3 1.2 1.3 1.3 

Source: Company, Centrum Broking 

 

 Balance sheet 
YE Mar (Rs mn)       FY23A FY24A FY25E FY26E FY27E 

Share capital 4,232 4,871 4,871 4,871 4,871 

Reserves & surplus 2,10,830 2,86,073 3,25,128 3,74,794 4,32,768 

Deposits 21,33,861 25,25,340 30,13,365 35,55,771 41,95,810 

Borrowings 1,93,193 1,80,264 1,94,364 2,46,562 2,91,235 

Other Liabilities 61,303 86,570 97,182 1,23,281 1,45,618 

Total liabilities 26,03,418 30,83,118 36,34,909 43,05,278 50,70,302 

Cash balances with RBI 1,25,908 1,14,936 1,38,615 1,44,991 1,51,661 

Balances with banks 50,978 74,693 82,868 1,06,673 1,25,874 

Investments 4,89,833 6,08,595 7,08,141 8,53,385 10,06,994 

Advances 17,44,469 20,94,033 24,70,959 29,15,732 34,40,564 

Fixed Assets 9,340 10,201 11,221 12,343 13,577 

Other Assets 1,82,889 1,80,660 2,23,106 2,72,154 3,31,632 

Total assets 26,03,418 30,83,118 36,34,909 43,05,278 50,70,302 

Ratios 
YE Mar (Rs mn)         FY23A FY24A FY25E FY26E FY27E 

Balance Sheet (%)      

Loans / Deposits 81.8 82.9 82.0 82.0 82.0 

Investments / Deposits 23.0 24.1 23.5 24.0 24.0 

CASA 32.9 29.6 26.2 26.3 25.4 

Assets/equity (x) 12.1 10.6 11.0 11.3 11.6 

RWA / Total assets 60.3 61.5 62.0 62.5 63.0 

Capital ratios (%)      

CET-1 13.0 14.6 14.0 13.6 13.3 

Tier-1 13.0 14.6 14.0 13.6 13.3 

Tier-2 1.8 1.5 1.3 1.1 0.9 

CRAR 14.8 16.1 15.3 14.7 14.2 

Asset quality ratios (%)      

GNPA (Rs mn) 41,838 46,307 50,750 57,862 67,643 

NNPA (Rs mn) 12,050 12,553 15,800 18,713 22,818 

GNPA 2.4 2.2 2.0 2.0 1.9 

NNPA 0.7 0.6 0.6 0.6 0.7 

PCR 70.7 72.5 68.4 67.2 65.8 

Slippage 1.2 1.0 1.1 1.1 1.1 

NNPA / Equity 5.6 4.3 4.8 4.9 5.2 

Per share      

EPS 14.2 15.3 17.0 21.8 25.2 

BVPS 101.6 119.4 135.5 155.9 179.7 

ABVPS 95.9 113.4 129.0 150.1 172.7 

Valuation (x)      

P/E 9.3 12.1 10.9 8.5 7.3 

P/BV 1.3 1.5 1.4 1.2 1.0 

P/ABV 1.4 1.3 1.2 1.0 0.9 

Source: Company, Centrum Broking 
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Disclaimer 

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock 
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has 
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group.  Our research 
professionals provide important inputs into the Group's Investment Banking and other business selection processes. 
Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses 
and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report.  Our 
Company and Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this 
material and their dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the 
securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales 
people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with 
the recommendations expressed herein. We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ 
information inconsistent or different those made in this report.   In reviewing this document, you should be aware that any or all of the foregoing, among other 
things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of 
information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum.  Centrum or its affiliates do not make a market in 
the security of the company for which this report or any report was written.  Further, Centrum or its affiliates did not make a market in the subject company’s 
securities at the time that the research report was published.  
This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, 
purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with 
any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information 
of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum will not treat 
recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial 
situation/circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be 
suitable for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which 
the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other 
countries.   The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may 
receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek 
professional/financial advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained 
or referred to in this document and of evaluating the merits and risks involved in the securities forming the subject matter of this document.  
The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant 
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on 
which the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over 
time. All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These 
projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No 
independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of 
the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any 
other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections 
and forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and 
forecasts. 
The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize 
losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. 
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. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment.  Centrum and 
its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currencies denominated securities are subject 
to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in 
securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving 
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please 
ensure that you have read and understood the current risk disclosure documents before entering into any derivative transactions.  
This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation 
or warranty, express or implied is made that it is accurate or complete.  Centrum has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  The opinions expressed in this document/material 
are subject to change without notice and have no obligation to tell you when opinions or information in this report change. 
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible 
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication 
may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be 
printed, sold or distributed without the written consent of Centrum. 
The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions. Neither Centrum 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.   
This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained 
herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your 
information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this 
report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any 
such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or 
complete. 
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and 
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report 
and there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.    
This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its 
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors 
or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person 
accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. 
Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and affiliates 
have not received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
service in respect of public offerings, corporate finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some 
other sort of  specific transaction.   
As per the declarations given by them, Mr. Shailesh Kanani, research analyst and and/or any of their family members do not serve as an officer, director or any 
way connected to the company/companies mentioned in this report. Further, as declared by them, they are not received any compensation from the above 
companies in the preceding twelve months. They do not hold any shares by them or through their relatives or in case if holds the shares then will not to do  
any transactions  in the said scrip for 30 days from the date of release such report. Our entire research professionals are our employees and are paid a salary.  
They do not have any other material conflict of interest of the research analyst or member of which the research analyst knows of has reason to know at the 
time of publication of the research report or at the time of the public appearance. 
While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are 
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum 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 Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances. 
This report is not directed to, 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 or regulation or which would subject Centrum 
Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an 
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person 
unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in 
Canada or used by private customers in United Kingdom. The information contained herein is not intended for publication or distribution or circulation in any 
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly 
authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and 
Exchange Board of India before investing in Indian Securities Market. 

 

Ratings definitions 

Our ratings denote the following 12-month forecast returns:  

Buy – The stock is expected to return above 15%. 

Add – The stock is expected to return 5-15%.  

Reduce – The stock is expected to deliver -5-+5% returns.  

Sell – The stock is expected to deliver <-5% returns. 
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  Federal Bank 

4 Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such financial interest No 

5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the document. 

No 

6 Whether the research analyst or his relatives has any other material conflict of interest No 

7 Whether research analyst has received any compensation from the subject company in the past 12 months and nature of products / services for which 
such compensation is received 

No 

8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or third party in connection with the 
research report 

No 

9 Whether Research Analysts has served as an officer, director or employee of the subject company No 

10 Whether the Research Analyst has been engaged in market making activity of the subject company. No 

11 Whether it or its associates have managed or co-managed public offering of securities for the subject company in the past twelve months; No 

12 
Whether it or its associates have received any compensation for investment banking or merchant banking or brokerage services from the subject company 
in the past twelve months; 

No 

13 
Whether it or its associates have 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; 

No 
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