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Wipro 

Share Holding Pattern (%) 

Sector Outlook Positive 

Stock  

CMP (INR)                            40 

Target Price (INR)  47 

NSE Symbol IDFCFIRSTB  

Bloomberg IDFCB IN 

Reuters IDFB.BO 

Key Data  

Nifty 11,661 

52WeekH/L(INR) 56/36 

O/s Shares (Mn) 4769.5 

Market Cap (INR 
bn) 

189 

Face Value (INR) 10 

Average volume  

3 months    17,257,100  

6 months    17,532,310  

1 year    17,262,310  

Relative Price Chart 

Company Overview  

IDFC First Bank is an entity formed by the merger of IDFC Bank (a scheduled commercial bank) and 

Capital first Limited (Non Banking Financial Services). The merger was finally came into existence on 

December 18, 2018. The Bank's segments include treasury, corporate banking, retail banking and 

other banking business. The Treasury segment consists of its investment portfolio, and money market 

borrowing and lending among others, corporate banking segment provides loans, non-fund facilities 

and transaction services to corporate relationship not included under retail banking, corporate advi-

sory, project appraisal placement and syndication while, retail banking segment constitutes lending to 

individuals/business banking customers through the branch network and other delivery channels de-

pending on orientation, nature of product, granularity of the exposure and the quantum thereof.  

 

Investment Rationale 

Strong operational performance led by reduction in cost of funds  

In Q3FY20, bank’s operating expenses increased due to opening up of new branches, brand im-

provement and business sourcing with a cost to assets being at 3.9% in annualized terms. However, 

on the other side, Cost to Income ratio has been down at 68% led by  better NII supported by tail-

winds from lower costs, improvement in mix (retail 49% of loan assets) up by 400 bps sequentially. 

while other income increased led by treasury gains which were strong aiding to deliver in core PPOP. 

Further, with the increasing share of CASA going ahead, the cost of funds is expected to see further 

benefits. Further, the bank strives to reach a CASA ratio of 30% within five years. 

 

Robust growth strategy would enable to improve retail business ,going ahead 

The merged entity has a renewed focus on the retail business, with the bank shifting its loan mix to 

retail segment  with to retail loan assets  growing by 42% Q3FY20 to Q3FY19  and 7.2% on sequen-

tially basis with an improved mix of 49% out of total loan assets. Meanwhile, retail Casa and core re-

tail deposits grew to 43.4%YoY vs 33.9% QoQ which provide a confidence for opening up of new 

branches,73 new branches were opened during the quarter leading to 424 branches till date. In the 

next 5 years, the bank has planned to hit a target of 600-700 branches w which would be suitably 

supported by the attractive product propositions and other associated services as well as cross -

selling opportunities. 

 

Valuation and outlook 

IDFC First Bank ‘s strong management and its proven track record  remains a key factor to look for, 

However, its Focus on retail loans, improving CASA  and increasing  efficiency will enable to augur 

healthy growth going forward. With improving return ratios, RoA is seen increasing to 0.6%and RoE to 

5.7%by FY22E respectively. All these factors contribute towards our positive view towards the bank. 

We, therefore recommend a BUY on the bank assigning a P/BV multiple of 1.1x of FY22 book value 

implying a target price of INR 47.   
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Key Financials 

YE March (INR mn)    FY18   FY19   FY20E   FY21E   FY22E  

Net Interest Income 19,725  34,608  51,210  61,315  72,474 

Revenue Growth (Y-oY) (4.4%) 75.5% 48.0% 19.7% 18.2% 

Pre-Provisioning Profits 12,955  7,742  12,620  23,100    28,921  

Growth (Y-o-Y) (26.0%) (40.2%) 63.0% 83.0% 25.2% 

Net Profit 9,555  (19,345) (3,680) 8,010    11,310  

Net Profit Growth (Y-o-Y) (10.1%) (302.5%) (81.0%) (317.7%) 41.2% 

EPS 2.6  (4.8) (0.8) 1.7  2.4  

Diluted EPS Growth (Y-o-Y) (13.8%) (285.7%) (84.0%) (317.7%) 41.2% 

Key Ratios 

NIM (%) 1.6% 2.1% 3.1% 3.5% 3.9% 

ROA (%) 0.8% -1.2% -0.2% 0.5% 0.6% 

RoE (%) 6.3% -10.6% -2.1% 4.4% 5.7% 

BV per Share  45.0  38.0  37.0  38.0  41.4  

Valuation Ratios 

P/E (x) 15.5x -8.3x -52.1x 23.9x 16.9x 

P/BV (x) 0.9x 1.1x 1.1x 1.1x 1.0x 
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Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd 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 inadver-
tent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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