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Week Gone By 

⇒ Yes bank clarified that its disclosure with regard to Divergence was in line with the practice followed by the peer banks. 

⇒ Media sources reported that ING group could sell around 1.2% stake in Kotak Mahindra Bank through block deals at an offer 
price range of INR 1125-1250 per share 

⇒ Dr Reddy's Laboratories said that the audit of its formulations Shrevepmi plant, Louisiana, USA, by the USFDA, has been com-
pleted with zero observations. 

 
Week ahead 

⇒ India GDP data would be released on 28th February 2019 

⇒ US Fed meeting would be held on 27th February 

 

Technical Overview 

Index closed with a gain of 0.60% at 10792. Index has earlier reversed after facing resistance at 61.8% retracement of its down move from 
11760 to 10004, this level is expected to act as immediate resistance for short term.  RSI has reversed after consolidating around 50 lev-
els; a failure to sustain above 50 levels will make the index resume its down move which started in Sep’18. Going ahead sustenance be-
low 10720 will continue profit booking towards 10660-10560-10400 while resistance comes at 10800-10880-10940. 
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Source: Falcon, BP Equities Research 
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            BP Equities reports are also available on Bloomberg [BPEP <GO>] 

NIFTY TOP GAINERS (WEEKLY) 

Scrip 22-Feb-19 15-Feb-19 Weekly % 
Chg 

Vedanta 169.7 147.3 15.2 

ONGC 148.6 135.0 10.1 

Indian Oil Corp 137.2 125.5 9.4 

Tata Motors Ltd. 174.3 161.7 7.8 

Tata Steel 502.3 467.5 7.4 

Scrip 22-Feb-19 15-Feb-19 Weekly % 
Chg 

Tata Consultancy 1,925.7 2,029.7 -5.1 

Kotak Mahindra Bank 1,237.9 1,283.7 -3.6 

IndusInd Bank 1,462.8 1,509.5 -3.1 

Coal India 215.0 220.0 -2.3 

ITC Ltd. 274.3 280.1 -2.1 

NIFTY TOP LOSERS (WEEKLY) 

WORLD INDICES 

Index 22-Feb-19 15-Feb-19 Weekly 
% Chg 

Nikkei Index         21,426         20,901  2.5 

Hang Sang Index         28,816         27,901  3.3 

Kospi Index           2,231           2,196  1.6 

Shanghai SE Composite           2,804           2,682  4.5 

Strait Times Index           3,270           3,240  0.9 

Dow Jones         25,851         25,439  1.6 

NASDAQ           7,460           7,427  0.4 

FTSE           7,209           7,230  -0.3 

FOREX 

Currency 22-Feb-19 15-Feb-19 Weekly 
% Chg 

US$ (Rs.) 71.1 71.2 -0.1 
GBP (Rs.) 92.6 91.3 1.3 

Euro (Rs.) 80.6 80.3 0.4 
Yen (Rs.) 100 Units 64.2 64.5 -0.5 

    B P    W E A L T H 

DOMESTIC INDICES 

Index 22-Feb-19 15-Feb-19 Weekly % 
Chg 

Nifty            10,792             10,724  0.6 

Nifty Next 50            26,098             25,501  2.3 

Nifty 100            10,937             10,846  0.8 

Nifty 500              8,920               8,827  1.1 

Nifty Midcap 100            16,543             16,215  2.0 

Sensex            35,871             35,809  0.2 

BSE 100 Index            10,959             10,870  0.8 

BSE 200 Index              4,547               4,506  0.9 

BSE 500 Index            14,137             13,994  1.0 

BSE Mid-Cap            14,170             13,941  1.6 

BSE Small Cap            13,518             13,253  2.0 

FII - ACTIVITY (Rs. Cr.) 

Date Purchases Sales Net 

2/21/2019 4872.2 4816.7 55.5 

2/20/2019 4701.5 3988.1 713.5 

2/19/2019 3435.8 4249.6 -813.8 

2/18/2019 6304.0 7543.8 -1239.8 

MTD 67919.0 68107.6 -188.6 

2/15/2019 4947.3 5913.7 -966.4 

DII - ACTIVITY (Rs. Cr.) 

Date Purchases Sales Net 

2/21/2019 2465.2 2263.1 202.1 

2/20/2019 2561.6 2448.3 113.3 

2/19/2019 2902.0 1738.1 1163.9 

2/18/2019 4278.8 1942.0 2336.7 

2/15/2019 4220.2 3366.9 853.3 

MTD 47415.4 41179.7 6235.7 
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BSE WEEKLY SECTORAL PERFORMANCE 

    B P    W E A L T H 

(Source: BSE, BP Equities Research) 

TOP OPEN INTEREST GAINERS (WEEKLY) 

SCRIP NAME 15-Feb-19 22-Feb-19 Weekly 
Change (%) 

15-Feb-19 22-Feb-19 Weekly 
Change (%)  Share Price (Rs.) Open Interest 

KOTAKBANK 1286.8 1240.65 -3.6 8796800 15981600 81.7 

ENGINERSIN 108.2 106.6 -1.4 9700600 15555400 60.4 

KPIT 109.5 108.2 -1.1 2805750 4110750 46.5 

DISHTV 33.1 37.35 13.0 55776000 77104000 38.2 

IRB 121.4 130.25 7.3 6505600 8896000 36.7 

TOP OPEN INTEREST LOSERS (WEEKLY) 

SCRIP NAME 15-Feb-19 22-Feb-19 Weekly 
Change (%) 

15-Feb-19 22-Feb-19 Weekly 
Change (%)  Share Price (Rs.) Open Interest 

SREINFRA 24.2 27.85 15.1 8916000 6624000 -25.7 

ADANIPORTS 351.1 354.45 1.0 22055000 18285000 -17.1 

NESTLEIND 10584.9 10689.2 1.0 361950 305350 -15.6 

SIEMENS 966.5 992.85 2.7 2149400 1865050 -13.2 

ONGC 130.4 143.2 9.8 51607500 45296250 -12.2 
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    B P    W E A L T H 

(Source: NSE,BSE, BP Equities Research) 

BULK DEALS 

Date Scrip Name Client Name Exchange Deal 
Type Qty Trade Price 

20.02.2019 Tara Jewels Punjab National bank NSE SELL 1,47,458 0.5 

20.02.2019 Wonderla Holidays Steinberg India NSE SELL 6,27,517 270.0 

19.02.2019 ENKEI Wheels Neerav Apurva Parekh BSE BUY 1,25,000 416.0 

(Source: NSE,BSE, BP Equities Research) 
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Investing in stock markets? Be cautious if promoters are pledging shares 

    B P    W E A L T H 

(Source: Financial Express) 

The risk for investors arises when the promoters have pledged either all or a significant percentage of their holding as it could 

trigger a volatile price movement in a falling market. 

The pledging of shares by promoters is an important factor to be considered while investing. But often it is overlooked by many investors. 

Majority of the shares in the companies are held by promoters, who also manage the day-to-day affairs of a company and take key policy 

decisions of the company. Let us understand what is pledging of shares by the promoters and its associated risks on individual investors. 

 

What is pledging of shares 

It is nothing but availing loan against the shares one holds. So, whenever the promoters need money, they pledge some or all of their 

shares with the bankers or lenders as a collateral and avail loans. They could raise loan for various purposes such as working capital re-

quirements, funding of other ventures, to carry out new acquisitions, personal obligations, etc. So, the loans could be raised to meet either 

business or personal requirements. 

 

Significance 

Generally, pledging of shares is the least preferred option for the promoters to raise funds. It is relatively safer to raise funds through equity 

or debt for the promoters. However, if the promoters are looking forward to pledging their shares, then it means that all the other options 

and sources of raising fund have been closed. The point to be noted is that when promoters are pledging their shares, ownership is re-

tained by the promoters. The promoters often go for this source of funding in a rising interest rate scenario. The cause of concern for in-

vestors arise when the promoters in your company has pledged either all or a significant percentage of his /her holding as it could trigger a 

volatile price movement in a falling market. 

 

Associated risks 

Higher the percentage of promoters pledging, higher could be the risk of volatility in the company’s share price. This happens because 

when the share prices fall, the overall value of the pledged collateral falls. This would put pressure on the promoter either to repay the 

loans or to produce more assets as collateral. If the promoter fails to do either one of them, then the bankers / lenders may be forced to 

sell some of the shares to ensure that the loan does not turn into a bad loan. If the promoter is unable to meet obligations of borrowing, the 

ownership of shares is also transferred to the lender, who in turn sell it in the market to recover loans. If the promoters have pledged a 

significant percentage of shares, then it is always important to find out the reasons for the same. A decrease in pledging of shares over a 

period time is a good sign for the investors. But an increase in pledging of shares could be dangerous to both promoters and shareholders. 

However, pledging of shares is not always bad for the companies. If the company has an increasing trend in the operating cash flow and 

great future prospects, then pledging of shares is not a major concern. For a fundamentally healthy company, 5-10% pledging of shares 

should not be a problem.  

 

To conclude, pledging of shares is generally seen in companies where the shareholding of the promoters is high. Avoid investing in com-

panies with high or increasing pledging of shares by the promoters, to avoid unnecessary troubles. 
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Wipro 

Share Holding Pattern (%) 

Sector Outlook Positive 

CMP (Rs)                            71 

Target Price (Rs)  124 

BSE code 532461 

NSE Symbol PNB 

Bloomberg PNB IN 

Reuters PNBK.BO 

Key Data  

Nifty 10,888 

52WeekH/L(Rs) 163/58 

O/s Shares (Mn) 3801 

Market Cap (Rs 
bn) 

271.2 

Average volume  

3 months 2,28,59,280 

6 months 2,81,03,440 

1 year 3,45,94,980 

Stock  

Face Value (Rs) 2 

Relative Price Chart 

Company Background 

Punjab National Bank (PNB) is one of the oldest banks with a branch network of 7,000 spanning the 
entire country. The Bank’s branches remain biased towards rural (40%),with the remainder remaining 
balanced across semi urban, urban & metro centers catering to diverse customer base through a 
spectrum of services  

 

Investment Rationale 

Improving asset quality contributed by lower slippages and higher recoveries indicative of  
trending towards normalization.  

PNB’s asset quality has been consistently improving with GNPA and NNPA trending downwards 
standing at 16.3% & 8.2% as of Q3FY19,with the improvement being visible sequentially through 
FY18 onwards. The overall stressed asset portfolio at 16.8% has also been depicting a similar trend 
over the same time frame .Slippages too were lower at 3% of loans and the PCR at 68.5% has been 
increasing constantly, lending further comfort. Recovery in Q3FY19 was INR 29.7 Bn and we expect 
the asset quality to receive a fillip from the NCLT cases to witness a higher level of resolution in the 
near to medium term. Further, the bank has also fully provided INR 20 Bn for the gems and jewelry 
sector abating any further fears. Three rounds of capital infusions by the GOI has essentially helped 
the bank cover up for the fraud. The company also plans to monetize another ~INR 10 Bn through 
sale of non core assets. 

Stake sale in subsidiaries to be value accretive  

Over the years, PNB Housing has emerged as one of the leading housing finance firms in the country 
with an AUM of ~623 Bn and GNPA of 0.25% as FY18. The company has 84 branches spread across  
the north, south and west with a mortgage portfolio of 70%.The bank plans to sell 22% for ~INR 35 
bn, while retaining a 10.7% stake, as per media reports. PNB holds a 30% stake in PNB Metlife India 
Insurance and plans to offload 4% in the IPO slated this year. We feel that the bank’s move to 
monetize a part of its subsidiary holdings would help in infusing additional funds, thus supporting its 
capital, while also leaving an upside.          

Improving operating metrics 

PNB’s NII grew by 7.6% YoY and the company reported a drop in provisions to the tune of 
29%,providing some comfort, although operating profit was still down 27% due to massive fall in other 
income for Q3FY19.We expect loan growth to remain muted over the next 2-3 years in low single 
digits. However, what seems encouraging is the growth in retail advances at 15% YoY ,with the share 
of retail advances in AUM touching 20% compared to 16.5% over the same period last year. Within 
retail, housing remains the highest growing segment, which we feel would continue to growing owing 
to the recent crisis turning a more favorable situation for larger players with a decent liability franchise. 

Valuation and Outlook 

Improving asset quality that is being helped by lower slippages and higher recoveries is indicative of 
easing trending towards normalization. The bank has also fully provided INR 20 Bn for the gems and 
jewelry sector abating any further fears. Despite the bank being embroiled in a major fraud, the de-
posit profile has remained largely unchanged or even improved marginally. We believe that credit 
costs would improve going ahead and expect the ROEs to recover in the medium term. The potential 
stake sales in subsidiaries would be accretive, keeping us upbeat. We are valuing PNB on SOTP 
basis. We assign a BUY rating with target price of INR 67 implying 0.8x FY20 P/B for core banking 
business and INR 24 per share value for value unlocking.(PNB housing & MetLife stake ) and arrive 
at price target of INR 91 per share for the bank. 

Bank                                   
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    B P    W E A L T H 

(Source: BP Equities Research) 

Key Financials  

 YE March (Rs. mn)   FY17   FY18   FY19E   FY20E   FY21E  

Net Interest Income 149,932  149,224  174,592  178,957  187,905  

Growth % (2.1%) (0.5%) 17.0% 2.5% 5.0% 

Pre-Provisioning Profits 140,785  82,670  114,085  127,775  133,525  

Growth% 28.1% NA 38.0% 12.0% 4.5% 

Net Profit 13  (122) (54) 48,640  56,909  

Growth % NA NA NA NA 17.0% 

EPS 3.5  (32.3) (14.2) 12.8  15.0  

Growth % NA NA NA NA 17.0% 

Key Ratios 

NIM (%) 2.7% 2.4% 2.6% 2.7% 2.9% 

ROA (%) 0.2% -1.7% -0.7% 0.6% 0.7% 

RoE (%) 3.2% -29.9% -15% 11.2% 11.5% 

BV per Share (Rs.) 110.1  108.0  51.7  82.9  103.2  

P/E (x) 20.5x -2.2x -5.0x 5.6x 4.8x 

P/BV (x) 0.6x 0.7x 1.4x 0.9x 0.7x 

Valuation Ratios 
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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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