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Federal Bank 

Attractive valuation  

We maintain a BUY on Federal Bank with a target price of Rs 64. Our earnings 

estimates are mostly unchanged.  We assign a target multiple of 0.9x FY22E, as 

return ratios are likely to be subdued over FY21-22E at ~0.75%, mostly due to 

elevated credit costs (~1.25%) and muted growth (~10%). We believe the 

impact of COVID-19 on the bank will be lesser than is indicated by its current 

valuation. Further, we like its granular liability franchise (FB’s deposits (%) 

from retail and small business customers are the highest amongst peers). 

 1QFY21 highlights: NII at ~Rs 13bn (+12.3/6.6% YoY/QoQ) was 9% ahead of 

estimates, led by better-than-expected NIMs (3.07%). High treasury gains 

(Rs 3bn) resulted in a PPOP beat (+28.9% vs. estimates).  

 Moratorium trends: FB’s gross moratorium (by value) was stable at 35%. 

However, the net moratorium dipped to 24%, as borrowers representing 

~11% of loans paid all (four) instalments, but these loans were classified as 

‘under moratorium’. While the downtrend in the net moratorium is positive, 

as some locations have re-instituted lockdowns, the sustainability of this 

trend will be keenly watched.  

 Provisioning: FB made non-tax provisions of Rs 3.95bn; including COVID-

19 related provisions of Rs 930mn (total Rs 1.86bn). The uptrend in PCR 

(59.6%, +886/510bps) persisted. We expect non-tax provisions to remain 

elevated at 0.9% of average assets in FY21E.  

 Deposits and capital: FB saw healthy deposit growth at 17/2%, led by CASA 

deposits at 19/7%. CET-1 was ~13%. We believe that it may be prudent for 

the bank to raise capital. However, the management said that the bank does 

not intend to do so in the near term. We have not incorporated an equity 

raise in our estimates.  

Financial summary 

YE Mar (Rs mn) 
1Q 

FY21 

1Q 

FY20 

YoY  

(%) 

4Q 

FY20 

QoQ 

(%) 
FY19 FY20 FY21E FY22E 

Net Interest Income 12,964 11,542 12.3% 12,160 6.6% 41,763 46,489 49,452 53,531 

PPOP 9,324 7,828 19.1% 9,593 -2.8% 27,631 32,047 33,251 35,162 

PAT 4,008 3,842 4.3% 3,012 33.0% 12,439 15,428 11,994 15,474 

EPS (Rs) 2.0 1.9 3.8% 1.5 32.9% 6.3 7.7 6.0 7.8 

ROAE (%)  
     

9.8 11.1 8.0 9.6 

ROAA (%) 
     

0.84 0.91 0.64 0.75 

Adj. BVPS (Rs) 
     

58.6 64.7 64.4 75.0 

P/ABV (x) 
     

0.85 0.77 0.77 0.66 

P/E (x)      8.0 6.4 8.3 6.4 

Source: Bank, HSIE Research 

 

Change in estimates  

Rs bn  
FY21E FY22E 

Old New Change Old New Change 

Loan 1,317 1,319 0.1% 1,479 1482 0.2% 

NIM (%) 2.9 2.9 3 bps 2.9 2.9 3 bps 

NII 48.8 49.5 1.3% 52.8 53.5 1.3% 

PPOP 31.9 33.3 4.3% 34.5 35.2 1.8% 

PAT 11.9 12.0 0.5% 15.5 15.5 0.0% 

LLP (bps) 131 139 8.0 102 107 5.0 

Adj. BVPS (Rs) 66.5 64.4 -3.2% 76.0 75.0 -1.3% 

Source: Bank, HSIE Research 

BUY 

CMP (as on 15 July 2020) Rs 50 

Target Price Rs 64 

NIFTY 10,618 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target Rs 64 Rs 64 

EPS % 
FY21E FY22E 

0.5 0.0 

 

KEY STOCK DATA 

Bloomberg code FB IN 

No. of Shares (mn) 1,992 

MCap (Rs bn) / ($ mn) 99/1,320 

6m avg traded value (Rs mn) 1,405 

52 Week high / low            Rs 109/36 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 20.3 (45.3) (53.3) 

Relative (%) 1.6 (31.4) (46.0) 

 

SHAREHOLDING PATTERN (%) 

 Mar-20 Jun-20 

Promoters - - 

FIs & Local MFs 37.1 36.0 

FPIs 33.3 30.0 

Public & Others 29.6 34.0 

Pledged Shares 0.0 0.0 

Source : BSE   

Pledged shares as % of total shares 
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Infosys 

Advancing ahead 

We maintain BUY on Infosys (top pick), following 1Q revenue/margin 

outperformance (both absolute and relative). Key positives include the 

following: (1) large deal renewals (16% YoY) and largest-ever deal win 

(Vanguard) provide growth visibility; (2) resilience in core geography 

(NorthAm BFSI) and large accounts supported by demand in cloud, 

workplace transformation, and automation; (3) operational rigour, aided by 

cost optimisation (including short-term discretionary cuts), coupled with 

strong cash flows (1Q FCF/PAT at 130%). INFY’s operational outperformance 

vs. TCS is reflected in margin differential being the lowest in two years 

(94bps), lower supply-side disruption, converging attrition coupled with 

revenue growth premium (>400bps over FY20-22E CAGR). Our target price of 

Rs 980, 20x Jun-22E EPS (18x earlier), factors in higher 

visibility/outperformance, following ~7% EPS estimate increase for FY22E. 

 1QFY21 highlights: (1) Revenue and margin beat estimates with revenue 

decline limited to 2% QoQ and EBIT margin at 22.7%, +149bps QoQ. (2) 15 

large wins of USD 1.74bn TCV including five large wins in the BFSI vertical. 

(3) FY21E revenue guidance of 0 to 2% (CC terms) and EBIT margin band at 

21-23%. (4) Digital (44.5% of revenue) grew 25.5% YoY (CC terms).  

 Outlook: We expect the USD revenue growth at 1.5%/3.0%/3.0% QoQ over 

2Q-4QFY21E and margins at the current level. FY21/22E revenue growth is 

estimated at 1.0/10.3%, EBIT at 22.5/22.1% and FCF/APAT and payout/FCF 

at 80/83% over FY21-22E. At CMP, valuations are at 19.7/17.4x FY21/22E 

(>25% discount to TCS vs. the average of ~15%). 

Quarterly Financial summary 

YE March (Rs bn) 
1Q 

 FY21 

1Q 

FY20 

YoY 

 (%) 

4Q 

FY20 

QoQ 

 (%) 
FY19 FY20 FY21E FY22E FY23E 

Revenue (USD Mn) 3,121 3,131 -0.3 3,197 -2.4 11,799 12,774 12,907 14,233 15,582 

Net Revenue 236.65 218.03 8.5 232.67 1.7 826.76 907.91 970.61 1,081.70 1,184.24 

EBIT 53.65 44.71 20.0 49.27 8.9 188.79 193.74 218.05 238.66 259.39 

APAT 42.33 37.98 11.5 43.15 -1.9 157.73 164.04 179.34 202.58 219.51 

Diluted EPS (Rs) 10.0 8.9 11.5 10.2 -1.9 37.1 38.6 42.2 47.7 51.7 

P/E (x) 
     

22.4 21.5 19.7 17.4 16.1 

EV / EBITDA (x)           15.4 14.8 13.1 11.8 10.7 

RoE (%)           24.3 25.2 26.2 27.0 26.7 

Source: Company, HSIE Research, Consolidated Financials 

 

Change in Estimates 

Rs Bn 
FY21E  

Old 

FY21E 

Revised 

Change 

 % 

FY22E  

Old 

FY22E 

Revised 

Change  

% 

Revenue (USD mn) 12,386 12,907 4.2 13,650 14,233 4.3 

Revenue 931.09 970.61 4.2 1037.41 1081.70 4.3 

EBIT  190.55 218.05 14.4 219.45 238.66 8.8 

EBIT margin (%) 20.5 22.5 200bps 21.2 22.1 91bps 

APAT 160.84 179.34 11.5 188.79 202.58 7.3 

EPS (Rs) 37.9 42.2 11.5 44.5 47.7 7.3 

Source: Company, HSIE Research  

  

BUY 

CMP (as on 15 Jul 2020) Rs 831 

Target Price Rs 980 

NIFTY 10,618 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target Rs 800 Rs 980 

EPS % 
FY21E FY22E 

+11.5 +7.3 

 

KEY STOCK DATA 

Bloomberg code INFO IN 

No. of Shares (mn) 4,259 

MCap (Rs bn) / ($ mn) 3,541/47,114 

6m avg traded value (Rs mn) 7,188 

52 Week high / low            Rs 848/509 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 30.1 8.3 6.7 

Relative (%) 11.4 22.2 14.0 

 

SHAREHOLDING PATTERN (%) 

 Dec-19 Mar-20 

Promoters 13.15 13.15 

FIs & Local MFs 22.79 24.52 

FPIs 33.51 31.01 

Public & Others 30.55 31.32 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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Oberoi Realty 

Back-ended recovery 

We maintain BUY with revised TP of Rs 500 (vs Rs 538 earlier) to factor in 10-

15% property price discount and recalibration of cap rates higher by 100bps to 

11%. Although we expect luxury residential demand to be tepid, we remain 

constructive on ORL, given its comfortable balance sheet (net D/E 0.16x), 

strong brand recognition and new incremental 1.1mn sqft leasing in 

Commerz-3. We revise our EPS for FY21/22 by +38%/-35% as profit recognition 

for Worli 360W is expected to be in FY21E (vs FY22E earlier) and completion of 

residential projects could be delayed due to COVID-led disruption. 

 1QFY21: ORL reported 1QFY20 revenue of Rs 1.2bn, which is 80% YoY 

decline and missed our estimate by 56%. Despite a sharp decline in topline, 

ORL remained in green with APAT at Rs 280mn (-82% YoY) on better 

EBITDA margin (49% vs 39% in 1QFY20) and lower interest expense (Rs 

179mn vs Rs 239mn in 1QFY20).    

 Labor availability improving; focus on building inventory: Labor 

availability has improved to 60% from the low of 25% amid the lockdown 

period.  With material shortage issues also sorted out, ORL is looking to 

build healthy inventory levels to cater to the post-pandemic pent-up 

demand. ORL is holding on to prices and expects payment deferrals through 

customized financial engineering.   

 Presales dropped by 95%: Oberoi Realty sold only five units in the quarter 

as bookings dropped by 95% YoY to 12k sqft. Collections also fell by 85% to 

Rs 717mn. With the easing of the lockdown, site visits have increased 

though conversions are slow as customers are chasing discounts.  

 Balance sheet position comfortable: Standalone net debt stood Rs 13.7bn at 

the end of 1QFY21 with net D/E at 0.16x, which is comfortable, in our view. 

Despite a sharp decline in pre-sales, ORL managed to generate positive 

operating cash flow of Rs 603mn in the quarter. COVID-19 hit properties 

Westin and Oberoi Goregaon mall do not require any funding from ORL. 

Quarterly/Annual Financial summary 

(Rs mn) 1QFY21 1QFY20 YoY 4QFY20 QoQ FY19 FY20 FY21E FY22E 

Net Sales 1,180 6,033 (80.4) 6,155 (80.8) 25,825 22,376 14,783 20,475 

EBITDA 579 2,352 (75.4) 3,705 (84.4) 11,554 10,480 6,458 9,006 

APAT 280 1,521 (81.6) 2,510 (88.9) 8,169 6,893 7,484 7,417 

Diluted EPS (Rs) 0.8 4.5 (81.6) 6.9 (88.9) 22.5 19.0 20.6 20.4 

P/E (x) 
     

19.2 22.8 21.0 21.2 

EV / EBITDA (x) 
     

14.6 16.0 25.3 18.3 

RoE (%) 
     

11.6 8.3 8.3 7.7 

Source: Company, HSIE Research, Standalone financials 

 

Estimate change summary 

Particulars FY21E New FY21E Old % Change FY22E New FY22E Old % Change 

Revenues (Rs mn) 14,783 21,623 (32) 20,475 29,764 (31) 

EBITDA (Rs mn) 6,458 8,711 (26) 9,006 12,333 (27) 

EBITDA (%) 43.7 40.3 8.4 44.0 41.4 6.2 

APAT (Rs mn) 7,484 5,418 38 7,417 11,442 ( 35) 

Source: Company, HSIE Research   

BUY 

CMP (as on 15 July 2020) Rs 371 

Target Price Rs 500 

NIFTY 10,618 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target Rs 538 Rs 500 

EPS % 
FY21E FY22E 

38 (35) 

 

KEY STOCK DATA 

Bloomberg code OBER IN 

No. of Shares (mn) 364 

MCap (Rs bn) / ($ mn) 135/1,799 

6m avg traded value (Rs mn) 199 

52 Week high / low            Rs 586/290 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 20.0 (33.0) (34.7) 

Relative (%) 1.3 (19.1) (27.3) 

 

SHAREHOLDING PATTERN (%) 

 Mar-20 June-20 

Promoters 67.70 67.70 

FIs & Local MFs 5.32 4.26 

FPIs 24.91 26.15 

Public & Others 2.07 1.89 

Pledged Shares - - 

Source : BSE   

Pledged shares as % of total shares 
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Rating Criteria   

BUY:  >+15% return potential 

ADD:  +5% to +15% return potential 

REDUCE:   -10% to +5% return potential 

SELL:    >10% Downside return potential 

 

 
 
Disclosure:  

Analyst Company Covered Qualification Any holding in the stock 

Darpin Shah Federal Bank MBA NO 

Aakash Dattani Federal Bank ACA NO 

Punit Bahlani Federal Bank ACA NO 

Apurva Prasad Infosys MBA NO 

Amit Chandra Infosys MBA NO 

Vinesh Vala Infosys MBA NO 

Parikshit Kandpal Oberoi Realty CFA NO 

Chintan Parikh Oberoi Realty MBA NO 

Rohan Rustagi Oberoi Realty MBA NO 
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