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South Indian Bank Ltd.

Kyon ki bhaiya, sabse bada rupaiya.
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CMP INR. 10.73 (FY24 P/ Adj.Bv 0.6X) BUY

The South Indian Bank Ltd (SIB) based out of Thrissur (Kerala) is one of
the earliest banks in South India. The bank, after reporting subdued
numbers in the recent past has now recalibrated its approach with the new
management and redefined business strategies. This is evident from its
recent performance in which the bank has successfully improved its CASA
deposits stood at an all-time high CASA ratio of 29.7% along with
simultaneously decreasing its exposure in the Standard Large Corporate
Advances (INR 100 Cr and above) from 27% of total advances in FY15 to
5% of total advances in FY21.

Further, with the bank’s focus on retail banking (Deposits and Advances),
growing its low-cost CASA and NRI deposits, coupled with change in
business strategy from branch banking to establishment of verticals for
each segment of retail assets, we expect a turnaround in this stock in the
coming period.

We initiate coverage on South Indian Bank Ltd with a price target of INR
14.0 per share, which represents a potential upside of 30.8% from the CMP
of INR 10.73 (FY24 P/Adj BV 0.75 x) over a period 24 months.

Our optimism stems from the following:

Advances for the year FY21 witnessed a de-growth of 9.9% YoY to INR
58,065 cr majorly on account of a decline in corporate book, which was in-
line with the bank’s strategy. Going ahead, we expect bank’s advances to
grow by 15% CAGR for the period FY21-FY24 to INR 88,173 cr mainly aided
by strong growth in Retail (17.2% CAGR) and Agri book (15.3% CAGR).

In-line with the bank’s strategy to reduce the exposure within the corporate
segment, the bank’s corporate book declined by ~26% YoY to INR 14,721
cr as on 315t March 2021. Going ahead, we expect a growth in this segment
to remain subdued at 4.3% CAGR for the period FY21-FY24 to INR 16,795

Net Int Non-Int PPOP PAT EPS BVPS RoAA ROAE P/E P/Adj BV

Income Income X X (%) (%) (x) (x)
FY20 2,317.5 1,045.8 1,645.6 104.6 0.6 30.3 0.1 1.9 19.2 0.6
FY21 2,406.9 1,185.5 1,617.9 61.9 0.3 27.8 0.1 1.1 37.6 0.7
FY22E 2,767.3 1,007.4 1,672.9 171.4 0.7 24.9 0.2 2.8 16.3 0.9
FY23E 3,208.7 1,211.6 2,047.1 375.1 1.4 26.4 0.3 5.6 7.4 0.6
FY24E 3,822.0 1,428.4 2,559.3 648.1 2.5 28.9 0.5 9.0 4.3 0.6
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Deposit growth aided by CASA growth:

Deposits for the period FY21 remained flat at INR 82,710 cr. Reduction in
bulk deposits were offset by strong growth in low-cost NRI deposits
(+11.4% YoY) and improved CASA ratio of 29.7% as on 31%' March 2021.

Going ahead, we expect deposits to grow at 11% CAGR to INR 1,13,042.8
cr by FY24. CASA ratio is expected to improve to 33%.

NIMs to expand over the projected period:

In line with the bank’s decision to re-jig its portfolio with focus on high
yielding gold loans and retail advances, coupled with shifting towards
building granular liability franchise, we expect NIMs to expand by 77 bps
to 3.5% for FY24

Asset Quality

The bank, for the period ended FY21 reported GNPA and NNPA of 6.97%
and 4.71% respectively. Further, with bank’s expectation of restructuring
of INR 575-600 cr worth loans under Resolution Framework 2.0 and a
higher share of 37.3% in BBB and below rated corporates, we expect NPA
levels to remain elevated at 7.4% and 5.2%, respectively for FY22. Going
ahead, we expect the GNPA and NNPA levels to remain elevated at 6.7%
and 3% given the bank’s focus on lending to lower risk profiles.

Capital Adequacy

In FY21 Tier 1 capital improved to 12.8% as aresult of bank raising INR 240
cr in March 2021. Further, with the bank’s plan to raise another INR 510 cr
in equity during FY22 along with strong growth in bottom line and bank’s
strategy of lending in a risk calibrated approach to retail customers will
help in maintaining sufficient capital to support future growth.

Valuation
We initiate coverage on South Indian Bank with a BUY recommendation on

the stock with a price target of INR 14 per share, which represents a
potential upside of 30.8% from the CMP of INR 10.73.
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Risk Factors:

e A slower-than-expected uptick in India’s economic growth amid the
ongoing Covid-19 outbreak and possible impact of 2" wave could
adversely affect the lending growth.

e The bank’s asset quality has displayed signs of deterioration with
GNPA and NNPA for FY21 standing at 7% and 4.7% respectively. Higher
share of 37.3% in BBB and below rated corporate book for loans above
Rs. 100 Cr will drag the asset quality in the near-term.
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Valuation Band Chart

1 year forward P/B band chart
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Story of South Indian Bank Ltd. in pictorial format

Performance charts of South Indian Bank Ltd.

Advances and Deposits
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Quarterly Financials

Particulars (INR Cr.) FY19 QIFY20 Q2FY20 Q3FY20 Q4FY20 FY20 QIFY21 Q2FY21 Q3FY21 Q4FY21

Interest Earned 58471 6,192.8 68765 18949 19540 19673 19477 17,7638 18869 18988 18120 17078 73055
Interest Expended 41717 42213 48568 13592 13697 13655 13519 54463 13000 12357 12156 11473 48985
Net Interest Income 16754 19655 2019.7 5357 5843 6018 5958 23175 5869 6631 5964 5605 24069
NIM (%) 2.7 2.7 2.6 25 2.7 2.7 2.7 2.7 2.6 29 2.6 2.6 2.7
Operating Profit 12146 14808 12390 3176 4115 3831 5334 16456 4037 4140 3775 4228 16179
Provisions and Contingencies 6144 9809 8585 2050 3063 2609 7238 14961 2931 3264 4995 4123 15313
Profit Before Tax 6002 4999 3805 1126 1051 1222  -1904 1496  110.6 876  -1220 105 86.7
Profit After Tax 3925 3349 2475 73.3 84.5 9.5 -1437 1046 81.7 651 916 6.8 61.9
Advances 46,389 54563 62,694 62,658 62,993 64329 64439 64439 64593 63869 61,602 58,056 58,056
Deposits 66,117 72,030 80420 81,723 82947 80451 83034 83034 82469 82,621 83537 82,711 82711
CASA (%) 238 238 24.2 24.1 24.9 25.2 25.0 25.0 26.9 218 279 29.7 29.7

Capital Adequacy Ratio (Basel Ill) 124 12.7 12,6 12.2 121 12.0 134 134 135 14.0 145 154 154

Tier1 109 104 10.0 9.7 9.6 9.6 10.8 10.8 10.8 112 11.6 128 128
Tier 2 15 2.3 2.6 25 2.5 24 2.6 2.6 2.7 2.3 29 2.6 2.6
GNPA (%) 25 36 4.9 50 4.9 50 5.0 50 4.9 49 4.9 7.0 7.0
NNPA (%) 15 2.6 35 34 85 34 3.3 83 31 2.6 21 4.7 4.7
Provision Coverage Ratio (%) 55.1 412 425 45.1 48.1 50.4 54.2 54.2 58.8 65.2 72.0 58.7 58.7

Source: Company Reports and Ventura Research
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Key Management Personnel

Key Person Designation

Mr. Murali Ramakrishnan MD & CEO

EVP and Group Business

Mr. Thomas Joseph K Head

Ms. Chithra H Chief Financial Officer

Mr. Doraivel Sambandam Chief Credit Officer

Source: Company Reports and presentation.

DIAAES

Mr. Mruali Ramakrishnan has a Post Graduate Diploma in Finance and Marketing from IIM
Bangalore. He has more than 32 years of experience in Retail & MSME Credit, Risk
Management Policy and Business Intelligence Unit. Prior to joining the bank he was Head
SME, Head Credit & Risk and Regional Head International Banking Group of ICICI Bank

He holds a Bachelors Degree in Engineering and Diploma in Management & CAIIB and has
been associated with SIB for 37 years. He manages various portfolio including Credit, Risk
Management, Technology, Marketing, Corporate Financial Management, Regional Head,
and Human Resource

She is a fellow member of the Institute of Chartered Accountants of India & Certified
Associate of the Indian Institute of Banking & Finance. She has been associated with SIB
for over 25 years and has a rich experience in the field of Finance, Compliance, Treasury
Back office, Branch operations and Regional Head.

Mr, Sambandam has over 28 years of experience encompassing credit risk management,
corporate credit, SME and MSME credit, business technology & automation, compliance
etc. Prior to joining the bank, he had more than 18 years of experience in ICICI Bank in
handling various business segments like Corporate, SME and Retail including HL, Auto
loans, CV and PL.
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Financials and Projections

Y/E March (INR crore) FY20 FY21  FY22E  FY23E  FY24EQY/E March (INR crore) FY20 FY21  FY22E  FY23E  FY24E

Income Statement Ratio Analysis

Interest Income 7,638 73055 72243 81587 95746 Efficiency Ratio (%)

Interest Expense 54463 48985 44571 49500 5752.6 IntExpended/IntEarned 70.1 67.1 61.7 60.7 60.1

Net Interest Income 23175 24069 27673 3,208.7 3,822.0 IntIncome/Total Funds 8.0 7.8 7.1 7.0 7.2

YoY change (%) 14.7 39 15.0 16.0 19.1 NI/ Total Income 26.3 283 33.6 34.2 347

Non Interest Income 1,0458 11855 10074 12116 14284 Otherlinc./Total Income 11.9 14.0 12.2 129 13.0

Total Net Income 33633 35924 37747 44203 52504 Ope.Exp./Total Income 195 23.3 25.5 25.3 245

Total Operating Expenses 1,7176 19745 21017 23732  2,691.1 Net Profit/Total Funds 0.1 0.1 0.2 0.3 0.5

Pre Provision profit 16456 16179 16729 20471  2,559.3 Credit/Deposit 776 70.2 75.0 77.0 78.0

YoY change (%) 328 -1.7 34 224 250 Investment/Deposit 24.8 24.6 254 244 231

Provisions 14961 15313 14438 15457  1,6929 NIM 2.7 2.8 32 34 35

Profit Before Tax 149.6 86.7 229.2 501.5 866.4

YoY change (%) -60.7 -42.1 164.4 118.8 728 Solvency

Taxes 45,0 24.8 57.7 126.4 218.3 Gross NPA (Rs. Cr) 32618 41432 47484 52353  5907.6

Net profit 104.6 61.9 1714 375.1 648.1 Net NPA (Rs. Cr) 2,1508 2,7345 33367 23933  2,645.2

YoY change (%) -571.7 -40.8 176.9 1188 72.8 Gross NPA (%) 5.0 7.0 74 7.0 6.7
Net NPA (%) 33 47 5.2 32 3.0

Balance Sheet Capital Adequacy Ratio (%) 134 154 15.3 145 14.1

Cash & Balances with RBI 2,806.0 33047 30429 34545 36813 Tier|Capital (%) 10.8 12.8 129 12.2 121

Inter bank borrrowing 1,383.8 54632 53045 48565 5086.9 Tierll Capital (%) 2.6 2.6 24 2.2 2.1

Investments 20,6253 20,3211 21,7436 23,7005 26,070.5

Loan and Advances 64,4395 58,0565 64,1679 74,790.1 88,1734

Other Assets 6,9783 62086 68621 79981  9,429.3 Per Share Data ()

Total Assets 97,0329 94,149.2 1,01,933.3 1,15,732.3 1,33533.0 EPS 0.6 0.3 0.7 14 2.5

Deposits 83,0339 82,710.6 85557.2 97,130.0 1,13,042.8 Book Value 303 218 249 26.4 289

Borrowings 6,8932 41083 7,707.2 9,606.7 10,3254 AdjBook Value of Share 18.4 14.7 121 17.2 18.7

Other Liability 16284 15211 21782 21299  2,651.0

Equity 181.0 209.3 260.3 260.3 260.3 Valuation Ratio

Reserves 52938 55979 62283 66034 72515 Price/Earnings (x) 18.6 36.3 16.3 74 43

Share warrant O/s 25 2.1 2.1 2.1 2.1 Price/Book Value (x) 0.4 0.4 0.4 0.4 0.4

Total Liabilities 97,0329 94,149.2 1,01,933.3 1,15,732.3 1,33)533.0 Price/Adj.Book Value (x) 0.6 0.7 09 0.6 0.6

0.0 0.0 0.0 0.0 0.0

Dupont Analysis Return Ratio

% of Average Assets RoAA (%) 0.1 0.1 0.2 0.3 0.5

Net Interest Income 24 2.5 2.8 2.9 3.1 ROAE (%) 19 11 2.8 5.6 9.0

Non Interest Income 11 12 1.0 11 11

Net Income 36 38 39 4.1 4.2 Growth Ratio (%)

Operating Expenses 18 2.1 2.1 2.2 2.2 Interest Income 12.9 5.9 -11 129 17.4

Operating Profit 17 1.7 17 1.9 2.1 Interest Expenses 121 -10.1 -9.0 111 16.2

Provisions & Contingencies 1.6 1.6 15 14 1.4 Other Income 44.0 134 -15.0 20.3 179

Taxes 0.0 0.0 0.1 0.1 0.2 Total Income 15.9 -3.6 -3.1 138 174

ROAA 0.1 0.1 0.2 0.3 0.5 Net profit -57.7 -40.8 176.9 1188 728
Deposits 33 0.4 34 135 16.4
Advances 2.8 9.9 105 16.6 17.9

Source: Company Reports, Ace Equity and Ventura Research
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member of
BSE, NSE and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last
five years except administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records.
Ventura Commodities Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of VSL.
Research Analyst (RA) involved in the preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any financial
interest in the company which is the subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject company (iii)
have any material conflict of interest at the time of publication of this research report (iv) have received any compensation from the subject company in the past
twelve months (v) have managed or co-managed public offering of securities for the subject company in past twelve months (vi) have received any compensation
for investment banking merchant banking or brokerage services from the subject company in the past twelve months (vii) have received any compensation for
product or services from the subject company in the past twelve months (viii) have received any compensation or other benefits from the subject company or
third party in connection with the research report. RA involved in the preparation of this research report discloses that he / she has not served as an officer,
director or employee of the subject company. RA involved in the preparation of this research report and VSL discloses that they have not been engaged in the
market making activity for the subject 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. 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 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 VSL. 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 / prospective clients
of VSL. VSL 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 clients / prospective 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 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. And 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 VSL, its associates, 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. We do not
provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. VSL, the RA involved in the preparation of
this research report and its associates accept no liabilities for any loss or damage of any kind arising out of the use of this report. This report/document has been
prepared by VSL, 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. VSL 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 VSL.
This report or any portion hereof may not be printed, sold or distributed without the written consent of VSL. 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 opinions and projections expressed herein are entirely those of the author and are given
as part of the normal research activity of VSL 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. 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 Securities Market.
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