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Bank of Maharashtra 

Arguably the best within the PSU banking system 

We recently concluded a domestic NDR with the senior management team of Bank 
of Maharashtra. Management remained enthused about the growth prospects for 
the bank and guided towards maintaining its current trajectory of superior operating 
performance. Assessment (refer Exhibit 1&2) of the PSU banking sector reveals that 
BoMH ranks first amongst the peer banks in 23 out of 26 parameters. BOMH share’s 
outperformance over BANKNIFTY (by 105%) and PSU bank index (by 41%), during 
TTM, reflects its improved operational performance. In our view, continuity of policy 
at a macro level coupled with the bank’s superior liability franchise and clean balance 
sheet sets up the stage for ~ 40% earnings growth and RoA of ~1.5%+ over FY25.  

Key takeaways from the investor interactions were –  

1.  Set on path to becoming a Rs5Tn business mid-sized bank: As of 3QFY24, BOMH 
has a 1.3% market share of system deposits and 1.2% of system advances. It does 
a total business of Rs4.3Tn and is guiding for 18-20% yoy growth in advances and 
~15% yoy growth in deposits. At the current run-rate, it is set to cross the Rs5Tn 
business benchmark over the next year. At that scale of business, BOMH would be 
a mid-size PSU bank with top quartile operational performance.  

2.  RoA guidance of c.1.4-1.5% in FY24/FY25 (3Q24 RoA: 1.5%; 9MFY24 RoA: 1.4%).  
Drivers of RoA would be: (i) continued growth momentum with NIMs +/- 10bps of 
current levels (ii) lower provisioning run-rate due to NNPAs at 0.22% and non-NPA 
provisions of ~0.95% of std. advances (iii) carry forward losses of ~Rs80bn 
resulting in nil current tax liabilities for FY25.  

3.  Management reiterated advances growth guidance of 18-20% in FY24/FY25. 
Deposit growth guidance is 15% yoy in FY24 (15-16% growth since FY21). With 
respect to the gold loan portfolio buyout from NBFCs, the bank has done relevant 
due diligence and collection efficiency remains intact with Nil NPAs as on date. 

4.  Near term NIMs expected to be around 3.7-3.9% vs 3.9% in 9MFY24. Tailwinds 
to NIM from (i) management continues to focus on improving the mix of higher 
yielding assets. This is reflected in higher RAM share (+400bps YTD to 61%), 
higher share of other retail loans (+114bps YTD), higher share of Agri ancillary 
within Agri (+300bps YTD), improved mix of micro industries within MSME 
(+300bps YTD) and higher share of AA rated corporates within corporate book 
(+400bps YTD) (ii) bank is not aggressively sourcing long term bulk deposits (max. 
rates < 8%p.a)  as it has excess SLR of Rs. 120bn, C-D ratio of 77% and LCR at 
142%. (iii) re-finance from SIDBI at rates < 5.5% and 10bps MCLR hike done in 4Q 
so far. Headwinds to NIM from (i) two more quarters of deposit back-book 
repricing remaining and 25bps increase in incremental deposit costs.  

5.  Other income to be supported by recoveries from the TWO pool (o/s of Rs 
196bn). While trading profits are likely to be impacted post the implementation 
of the new investment guidelines, effective April’24, it is also likely to reduce P&L 
volatility in the longer term. To manage the initial fallout from this transition, the 
bank has set aside a provision of Rs 1bn.  
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Sector: Banks Rating: NR 
CMP: Rs 59 Target Price: NA 

Stock Info  

Sensex/Nifty 72,643 / 22,023 

Bloomberg BOMH IN 

Equity shares  7081mn 

52-wk High/Low Rs 70/ 23 

Face value Rs 10 

M-Cap  Rs 421bn/ USD 5bn 

3-m Avg value USD 33mn 

Financial Snapshot (Rs bn)   
Y/E March FY21 FY22 FY23 

NII 49 60 77 

PPP 40 48 61 

PAT 6 12 26 

EPS (Rs) 0.84 1.71 3.87 

EPS Gr. (%) 25.7 104.0 126.0 

BV/Sh (Rs) 17 18 21 

Adj. BV/Sh (Rs) 14 17 21 

Ratios    

NIM (%) 2.9 3.0 3.2 

C/I ratio (%) 47.4 44.3 39.1 

RoA (%) 0.3 0.5 1.1 

RoE (%) 4.8 8.9 17.6 

Valuations    

P/E (x) 70.3 34.5 15.3 

P/BV (x) 3.5 3.2 2.8 

P/Adj. BV 4.3 3.5 2.9 

Div. Yield (%) - 0.8 2.2 

Shareholding pattern (%)  
 Jun'23 Sep'23 Dec'23 

Promoter 86.5 86.5 86.5 

 –Pledged 0 0 0 

FII 0.7 0.6 0.5 

DII 6.4 5.2 4.7 

Others 6.4 7.8 8.4 
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6. CIR to remain supported by provision writebacks, productivity benefits and 
ramp up of new branches.  The bank has excess provisions (Rs 1bn) on wage 
hikes as it has been providing at the rate of 20-22% vs the negotiated salary hike 
rate of 17%. It expects to write back part of this excess provision, post the 
ratification of the bill. Management continues to see productivity benefits from 
the ramp up of new branches and the digital transformation initiatives.  

7.  Provision requirement to normalize on buildup of contingency provisions 
towards ECL transition. Based on the current draft of RBI’s norms towards 
transitioning to an ECL framework, management anticipates provisioning 
requirement of c. Rs25bn. As of 3QFY24, NNPA for the bank was 0.22% with 
contingent non-NPA provision buffer of c. Rs16bn (or 0.95% of std. advances). 
Considering the extant contingency buffer, the run-rate of additional provisions is 
expected to come down from the current quarterly trend of Rs2.5bn to Rs1-1.5bn 
(assuming a two-year period before transition to ECL framework). 

8.  The bank shifted to the new tax regime in the assessment year 2021-22. Given 
the outstanding carry forward losses of Rs. 80bn, management expects no tax 
liability for FY25 and minimal amount for FY26. This will aid the bank to achieve 
earnings growth of ~40% yoy and RoA of ~1.5%+, in FY25, in our view. 

Valuation: The bank currently trades at a trailing P/B of 2.2x vs last 5-year average of 
1x. That said, the RoA has also improved from -3% in FY19 to 1.4% in 9MFY24 
(3QFY24: 1.5%) and is expected to remain near current levels. 
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Exhibit 1: Comparison of key parameters (domestic) of BOMH vs PSU banks – Dec’2023 

Total Business  Total Deposit  Gross Advances  CASA 
 (Rs, bn) yoy % CD Ratio   (Rs, bn) yoy %   (Rs, bn) yoy %   (Rs, bn) yoy % CASA % 

BOMH 4,344 18.9 76.8  BOMH 2,457 17.9  IOB 1,981 23.1  BOMH 1,233 12.7 50.2 

IOB 4,689 13.8 77.7  SBI 45,679 12.8  BOMH 1,887 20.2  CBI 1,845 4.8 49.0 

SBI 75,982 13.5 66.3  CBI 3,777 9.5  UCO 1,542 18.7  BOI 2,613 5.9 43.9 

CBI 6,174 11.5 63.6  PNB 12,893 9.1  CBI 2,396 14.7  IOB 1,185 5.5 43.8 

PNB 22,196 10.8 73.1  UBI 11,543 8.5  SBI 30,303 14.5  PNB 5,475 6.0 42.5 

Canara 20,683 10.0 77.3  PJSB 1,184 8.1  BOB 8,621 13.4  SBI 18,813 4.5 41.2 

UCO 4,012 9.9 62.4  Canara 11,668 8.1  PNB 9,303 13.3  Indian 2,589 7.7 41.1 

UBI 20,210 9.5 75.1  Indian 6,294 8.0  Canara 9,015 12.6  BOB 4,343 4.0 40.7 

BOB 19,295 9.4 80.8  IOB 2,708 7.9  Indian 4,744 12.0  UCO 929 4.1 37.6 

BOI 10,741 9.2 79.3  BOI 5,991 7.6  BOI 4,750 11.3  UBI 3,971 5.6 34.4 

Indian 11,038 9.0 75.4  BOB 10,674 6.3  UBI 8,667 10.7  PJSB 388 6.4 32.8 

PJSB 2,019 7.8 70.6  UCO 2,470 5.1  PJSB 836 7.5  Canara 3,693 5.1 31.7 
                 

Current Deposit  Savings Deposit  RAM  Retail Advances 
  (Rs, bn) yoy %   (Rs, bn) yoy %  Bank (Rs, bn) yoy %  Bank  (Rs, bn) yoy % 

BOMH  280 30.0  BOMH 954 8.5  BOMH 1,151 27.3  BOMH  491 21.9 

IOB  199 26.0  Indian 2,256 7.0  IOB 1,376 19.7  BOB  2,129 20.8 

Indian  333 12.8  PJSB 342 6.0  UCO 937 17.7  PNB  2,142 19.0 

Canara  452 10.5  PNB 4,789 6.0  SBI 20,062 16.5  UCO  382 18.0 

SBI  2,495 9.6  UBI 3,263 5.7  BOB 4,695 16.3  PJSB  153 15.5 

PJSB  46 9.0  BOB 3,698 4.9  PNB 5,123 15.7  BOI  1,054 15.4 

PNB  686 6.3  CBI 1,671 4.8  CBI 1,604 15.3  SBI  12,963 15.3 

UBI  708 5.4  Canara 3,240 4.3  Canara 5,304 14.6  IOB  466 14.2 

CBI  175 4.8  UCO 833 4.3  UBI 4,878 13.9  CBI  688 14.1 

UCO  96 2.8  SBI 16,318 3.7  BOI 2,624 13.6  Indian  993 14.0 

BOB  646 -0.9  IOB 985 2.1  Indian 2,968 13.0  UBI  1,734 12.6 

BOI  NA NA  BOI NA NA  PJSB 430 11.8  Canara  1,536 12.1 
                 

Agriculture Advances  MSME Advances  GNPA  NNPA 

Bank  (Rs, bn) yoy %  Bank (Rs, bn) yoy %  Bank (Rs, bn) %  Bank  (Rs, bn) % 

BOMH  266 35.3  BOMH 394 29.1  BOMH 39 2.0  BOMH  4 0.2 

Canara  2,425 19.3  IOB 406 27.9  SBI 867 2.4  Indian  26 0.5 

IOB  503 19.0  CBI 470 23.1  BOB 323 3.1  IOB  13 0.6 

SBI  2,917 18.1  UCO 322 20.8  UCO 69 3.9  SBI  224 0.6 

UBI  1,776 17.9  SBI 4,181 19.2  IOB 84 3.9  BOB  72 0.7 

Indian  1,144 16.0  PNB 1,440 15.4  Canara 417 4.4  PNB  88 1.0 

BOI  803 14.2  BOB 1,224 13.1  Indian 228 4.5  UCO  17 1.0 

UCO  234 13.2  PJSB 157 12.8  CBI 108 4.5  UBI  94 1.1 

BOB  1,342 12.6  BOI 766 10.6  UBI 433 4.8  CBI  30 1.3 

PNB  1,541 11.5  UBI 1,367 10.5  BOI 302 5.4  Canara  122 1.3 

CBI  447 9.9  Canara 1,343 9.5  PJSB 48 5.7  BOI  76 1.4 

PJSB  120 6.1  Indian 832 7.0  PNB 604 6.2  PJSB  14 1.8 
                 

PCR  NII  Operating profit  Net profit 

Bank   %  Bank (Rs, bn) yoy %  Bank (Rs, bn) yoy %  Bank  (Rs, bn) yoy % 

BOM   98.4  BOMH 25 24.6  BOMH 20 27.3  PNB  22 253.4 

IOB   96.9  PNB 103 12.1  IOB 18 15.6  BOI  19 62.0 

Indian   95.9  Canara 94 9.5  PNB 63 10.8  UBI  36 60.0 

UCO   95.2  UBI 92 6.3  UBI 73 10.0  CBI  7 56.8 

PNB   94.3  Indian 58 6.0  CBI 19 6.9  Indian  21 52.0 

CBI   93.7  IOB 24 5.6  Indian 41 1.0  BOMH  10 33.6 

BOB   93.4  SBI 398 4.6  Canara 68 -2.1  IOB  7 30.2 

UBI   92.5  CBI 31 2.7  BOB 70 -14.8  Canara  37 26.9 

SBI   91.5  BOB 111 2.6  UCO 11 -17.4  BOB  46 18.8 

BOI   90.0  UCO 20 1.8  BOI 30 -18.0  UCO  5 -23.0 

Canara   89.0  BOI 55 -2.0  SBI 203 -19.4  SBI  92 -35.5 

PJSB   88.2  PJSB 7 -8.2  PJSB 3 -19.5  PJSB  1 -69.4 

Source: Company, Systematix Institutional Research *wherever domestic figures are not available, global figures are taken 
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Exhibit 2: Comparison of key parameters (domestic) of BOMH vs PSU banks – Dec’2023 

PPoP to total Income  Net Profit to Total Income  YoA  CoD 

Bank   %  Bank  %  Bank  %  Bank   % 

BOMH   34.4  BOMH  17.7  BOMH  9.0  BOMH   4.4 

Indian   25.5  BOB  14.6  BOB  9.0  BOI   4.6 

UBI   25.0  Indian  13.2  CBI  8.9  CBI   4.7 

IOB   23.9  UBI  12.3  PJSB  8.9  SBI   4.8 

BOB   22.3  BOI  11.4  SBI  8.9  IOB   4.8 

PNB   21.1  Canara  11.3  IOB  8.9  UCO   4.9 

CBI   21.1  IOB  9.7  UCO  8.8  PNB   4.9 

Canara   21.1  CBI  7.9  Indian  8.8  Indian   5.0 

BOI   18.3  UCO  7.8  UBI  8.8  BOB   5.0 

UCO   17.5  SBI  7.8  Canara  8.6  UBI   5.3 

SBI   17.2  PNB  7.4  PNB  8.5  Canara   5.4 

PJSB   9.7  PJSB  4.0  BOI  8.4  PJSB   5.6 
                 

YoI  NIM  Cost to Income  CRAR 

Bank   %  Bank  %  Bank  %  Bank   % 

BOB   7.0  BOMH  4.0  BOMH  36.0  BOMH   16.9 

SBI   7.0  Indian  3.5  UBI  43.8  IOB   16.8 

Canara   6.9  SBI  3.3  Indian  46.9  PJSB   16.1 

PJSB   6.8  PNB  3.3  BOB  49.6  BOI   16.1 

Indian   6.8  CBI  3.3  Canara  50.4  UCO   16.0 

PNB   6.8  BOB  3.2  PNB  51.2  Canara   15.8 

UBI   6.7  BOI  3.2  IOB  51.4  Indian   15.6 

BOI   6.7  IOB  3.1  BOI  54.9  UBI   15.0 

BOMH   6.6  UBI  3.1  CBI  56.9  CBI   14.7 

UCO   6.5  Canara  3.0  SBI  60.3  BoB   14.7 

IOB   6.4  UCO  3.0  UCO  60.7  PNB   14.6 

CBI   6.4  PJSB  2.5  PJSB  74.8  SBI   13.1 
                 

RoA  RoE          

Bank   %  Bank  %          

BOMH   1.6  BOMH  24.5          

BOB   1.2  Canara  21.1          

Indian   1.1  Indian  19.9          

UBI   1.1  BOB  19.9          

Canara   1.0  SBI  19.5          

IOB   0.9  IOB  17.7          

BOI   0.8  UBI  17.3          

CBI   0.7  BOI  15.0          

UCO   0.7  UCO  13.1          

SBI   0.6  PNB  12.5          

PNB   0.6  PJSB  6.2          

PJSB   0.3  CBI  2.7          

Source: Company, Systematix Institutional Research *wherever domestic figures are not available, global figures are taken 
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Focus on improving high yielding advances mix 

Loan book of BOMH increased at 21% yoy in 3QFY24 vs. FY19-Dec’23 CAGR of 16% 
reflecting the strong underlying growth momentum within the segments that the 
bank operates in. As of Dec’23, the bank’s loan portfolio mix consists of RAM (61%) 
and Corporate (39%). The RAM portfolio is well diversified between Retail (26%), Agri 
(14%) and MSME (21%). Retail portfolio is mainly dominated by Housing loans (57%), 
Vehicle and education loans at 4-5% each and balance 33% share is of other loans 
which mainly consist of gold loans, LAP, staff loans, and Personal loans. In the home 
loan segments, it offers competitive rates starting at 8.35% (with no processing fees) 
as compared to key players like HDFCB (8.5% onwards + processing fees) and SBI 
(8.6% onwards). The personal loans (c.Rs25bn, 1.3% of total advances) are mainly 
given to the bank’s salaried customers and government employees where the 
lending is backed by salary and pension. Within Gold loans, (2.4% of gross advances), 
the bank has a small pool of portfolio purchased from NBFCs on which it has done 
due diligence on the gold collateral and collection efficiency is intact with the 
portfolio having Nil NPA as of date. Within Corporate loans, the average ticket size 
(ATS) for mid-corporates is Rs. 100-500mn and large corporates is Rs. 5bn. The 
bank’s calibrated approach to growth has resulted in the book degrowing by -2% YTD  
(+11% yoy). The share of corporate loans has reduced to 39% in 3QFY24 vs 43% in 
FY23. However, it alluded to seeing green shoots in corporate credit demand.   

Exhibit 3: FY19-Dec’23 Gross advances CAGR of 16%   Exhibit 4: Loan mix consists of RAM (61%) and Corporate (39%) 
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Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research 

The management reiterated its focus on improving the proportion of higher yielding 
assets. As of Dec’23, RAM segment increased to 61% of advances vs 57% as of 
Mar’23. Retail share increased by +125bps YTD due to faster growth in higher 
yielding other retail loans (mix increased to 33.5%, +114bps YTD) like gold loans and 
unsecured personal loans. Within Agri, the management has shifted its focus to agri 
infra and agri allied segments away from the riskier MKCC portfolio. Share of agri 
ancillary within agri increased to 43% as of 3QFY24 vs 40%/32% in FY23/FY22. Within 
MSME, the bank is focusing on higher yielding micro industries segment the mix of 
which has increased to 66% in 3QFY24 (vs 63% in FY23). 

 

 

 

 



 
 

15 March 2024 

 

6 Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters                   Systematix Shares and Stocks (India) Limited 

Bank of Maharashtra 

 

Exhibit 5:  Credit growth led by increasing share of RAM Exhibit 6: Retail growth led by increasing share of higher yielding 
other retail loans 
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Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research 

Exhibit 7: Increasing mix of Agri Ancillary within Agri portfolio Exhibit 8: Improving mix of higher yielding micro industries MSME 

65% 62% 62% 59% 58% 54% 53% 55%

3% 3% 3% 3% 2%
3% 3% 3%

32% 35% 35% 38% 40% 43% 44% 43%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

4QFY22 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24

 Farm Credit  Agri Infra  Agri Ancillary
 

63% 66% 66% 66% 63% 63% 64% 66%

30% 25% 25% 26% 28% 27% 26% 25%

7% 9% 9% 9% 9% 9% 9% 9%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

4QFY22 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24

 Micro  Small  Medium
 

Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research 

In the corporate segment, it has adopted a calibrated approach to growth and is 
focusing on increasing the profitability of this book. As a result, the share of AA rated 
corporates has increased to 30% as of Dec’23 vs 26% Mar’23 while (i) the share of 
lower quality BBB and below rated corporates has reduced to 14% as of Dec’23 vs 
17% as of Mar’23 (ii) share of low yielding AAA rated corporates, has reduced to 7% 
vs 9% as of Dec’23. The bank has passed on the cost of higher risk weights to their 
NBFC clients. To safeguard against credit risks (i) The bank is careful in terms of 
onboarding new corporates below BBB rated and (ii) it has limits on state-wise 
exposure and ATS. Yields (c.8.5-9.5%) on the corporate book are higher than the 
retail book (c.8.25%-8.5%) due to presence of higher proportion of housing loans in 
the retail book. 
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Exhibit 9: Shift of exposure from lower yielding AAA and lower quality BBB to AA rated 
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Source: Company, Systematix Institutional Research 

The bank continues to guide advances growth of 18-20% in FY24 and beyond. While 
YTD growth remains only 8% (+21% yoy), management is confident of achieving full 
year implied 4Q growth target of 10-11% given (i) 4Q remains seasonally strong (ii) 
IBPCs sold in the past few quarters are likely to come back on its books. 
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CASA ratio remains the highest amongst the PSU banks 

BOMH has an outstanding deposit base of Rs. 2.5trn which have grown by 15-16% 
since FY21 (5% YTD, 18% yoy) and outstanding CASA ratio of 50% (SA: 77% and CA: 
23%) which is one of the highest amongst key PSU peers. Tie ups with key 
government institutions like BMC and MHADA also gives steady access to a low-cost 
CASA base. Digital initiatives in the recent years have led the bank to build further 
new tie-ups by being able to provide software support to government institutions 
and corporates to integrate their back-ends with the bank. The bank guided for 
deposit growth of 15% in FY24. 

Exhibit 10: Deposit growth of 15-16% since FY21 Exhibit 11: Healthy share of low-cost CASA driving low cost of 
(FY24 guidance: 15%) funds 
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Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research 

It offers SA rates of 2.75% on par with the largest PSU lender SBI (2.7%) and much 
lower than the largest private lender HDFC bank (3% for < Rs.5mn balance).  This has 
resulted in the bank having the lowest cost of funds (3Q: 4.3%) as compared to 
PSU/Pvt peers.  

Exhibit 12: One of the highest CASA ratios amongst peers…. Exhibit 13: …driving lowest cost of funds amongst peers 
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Near term NIMs to around 3.7%-3.9% vs 3.9% in 9MFY24 

Tailwinds to NIM from (i) improving mix of higher yielding assets. (ii) bank is not 
aggressively sourcing long term bulk deposits (max. rates < 8%p.a)  as it has excess 
SLR of Rs. 120bn, C-D ratio of 77% and LCR at 142%. It is instead opting for bulk 
deposits with tenure upto 1 year (with rates <7%). About 20% of the bulk deposits 
are from government institutions (iii) re-finance from SIDBI at rates < 5.5% and 10bps 
MCLR hike done in 4Q so far. Headwinds to NIM from (i) two more quarters of 
deposit back-book repricing remaining and (ii) 25bps increase in incremental deposit 
costs. 

Exhibit 14: Margin expansion supported by higher yields and Exhibit 15: However, LCR at 142% is well above regulatory  
utilization of surplus liquidity  threshold of 100% and higher than most key peers 
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Other income to be supported by recoveries from the TWO 
pool 

The bank's investment mix consists of 75% as Held to Maturity (HTM) and 25% as 
Available for Sale (AFS). With respect to the new investment guidelines starting 1-
Apr'24, the management highlighted that: 

1) Trading profit may get impacted as banks will no longer be allowed to shift the 
book between HTM and AFS which was a key driver of gains in last 2 quarters for 
many PSU banks.  

2) P&L volatility is likely to reduce given MTM gains on the AFS book will directly be 
booked under AFS reserve and not flow through the P&L.  

3) In 3QFY24, the bank has set aside Rs1bn of provision to manage fallout from 
transition to new regulation. 

Further, given the outstanding TWO pool of Rs. 196bn, other income will be 
supported by recoveries from written off accounts with 9MFY24 run rate of Rs 
6.85bn vs Rs 9.4bn in FY23. 

Exhibit 16: New investment guidelines to impact inter-category Exhibit 17: Recoveries from written off accounts to aid other  
movement while reducing P&L volatility.  Income 
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CIR to remain supported by provision writebacks, productivity 
benefits and ramp up of new branches. 

BOMH’s opex to asset ratio at 1.6% is lowest amongst PSU peers and its CIR has 
declined by 200bps YTD. This is despite providing for wage hikes at the rate of 20-
22% vs 17% negotiated hike. This has resulted in the bank having excess wage 
provision to the tune of Rs.1bn (c.15% of employee costs per quarter), some of which 
it expects to write-back post the ratification of the bill. Further, it has hired BCG to 
drive digital transformation initiatives. Digital costs are likely to increase, partly offset 
by productivity benefits on the back of this. The bank has added 273 branches in the 
last 4 quarters and is expected to add >200 branches in FY25 also. Ramp up of the 
newly opened branches (11% of branches have been opened in last 12 months) is 
also likely to drive further cost savings. 

Exhibit 18: CIR declined 200bps YTD despite wage hikes…. Exhibit 19: …with opex/assets remaining lowest amongst peers 
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Provision requirement to normalize on buildup of contingency 
provisions. 
BOMH’s GNPA/NNPA has significantly declined from 16.4%/5.6%, as of Mar’19, to 
2%/0.22%, as of Dec 2023. This was mainly on account of lower incremental 
slippages, stable recoveries, and higher write-offs. As of Dec’23, GNPAs for large 
corporates stood at 0.2% (-40bps YTD), agriculture at 9.1% (-90bps YTD). Likewise, 
the GNPA for retail and MSME reduced to 0.4% (-24bps YTD) and 2.7% (-110bps YTD) 
respectively. To safeguard against credit risks (i) The bank is cautious on boarding 
new corporates below BBB rated and (ii) it has limits on state-wise exposure and ATS.  

Key asset quality metrics viz. GNPA (2%), NNPA (0.22%), PCR (90%) are the best 
amongst the peer PSU banks. That said, its 9MFY24 credit costs at 1.3% remain 
elevated as compared to peers as the bank was providing more than the IRAC 
requirements in order to increase its PCR and also to build-up contingent buffer for 
ECL transition. 9MFY24 provisions of Rs 27bn consists of 20% of IRAC provisions and 
80% of non-NPA excess provisions. Credit costs as per IRAC norms are less than 0.5% 
(vs 1.3% 9MFY24). Going forward, the bank remains confident of reducing provisions 
as (i) PCR has reached 90% and (ii) the bank has now built contingent provision 
buffer of about Rs 16bn. Management anticipates as total requirement of Rs25bn for 
the ECL transition. This implies incremental buffer creation to the tune of only Rs 1-
1.5bn per quarter vs about Rs 2-3bn taken in last 3 quarters each. This is adequate to 
build a contingency buffer, over two years, of c. Rs25bn. 

Exhibit 20: Significant improvement in asset quality…… Exhibit 21: …. on the back of lower slippages 
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Exhibit 22: GNPA/NNPA lowest amongst peers Exhibit 23: Aggregate provisioning requirement to decline.  
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RoA to remain broadly stable around 1.4-1.5% 

The bank has shifted to the new tax regime in assessment year 21-22. Given the 
outstanding carry forward losses of Rs. 80bn, it sees no tax liability for FY25 and 
minimal for FY26. Additional non-NPA provision run-rate is also expected to reduce 
to Rs 1-1.5bn per quarter vs current run-rate of Rs2.5bn. Thus, FY25 earnings is 
expected to get a fillip from lower provisioning run rate and negligible taxes. Based 
on the points discussed thus far, management continued to guide for RoA of 1.4%-
1.5% vs 9M RoA of 1.4% and 3QFY24 RoA of 1.5%.  

Exhibit 24: RoA to remain between 1.4-1.5% 
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Profit & Loss Statement 

YE: Mar (Rs bn) FY20 FY21 FY22 FY23 9MFY24 

Interest Income  115   119   130   159   150  

Interest Expenses  72   70   70   82   78  

Net Interest Income  43   49   60   77   72  

Change (%)  14.6   14.5   23.4   28.1   30.3  

Commission, Ex. & Br. Inc.  9   10   12   13   10  

Add: Other income  8   16   14   10   9  

Net Income  59   75   87   100   92  

Change (%)  12.3   26.9   15.6   15.2   31.4  

Operating Expenses  31   36   38   39   34  

PPOP  28   40   48   61   58  

Change (%)  29.6   39.1   22.4   25.8   36.6  

Provisions  25   30   29   27   27  

PBT  4   10   20   34   31  

Tax   -     4   8   8   3  

Tax Rate (%)  -     42.3   41.3   24.5   8.2  

PAT  4   6   12   26   28  

Change (%)  -108.1   41.6   109.3   126.0   61.0  

Proposed Dividend  -     -     3   9   NA 

Source: Company, Systematix Institutional Research 

Balance Sheet 

YE: Mar (Rs bn) FY20 FY21 FY22 FY23 9MFY24 

Capital  58   66   67   67   71  

Reserves & Surplus   49   56   72   89   124  

Net Worth  108   121   139   156   194  

Change (%)  87.4   12.8   14.4   12.4   24.6*  

Deposits  1,501   1,740   2,023   2,341   2,457  

Change (%)  6.7   16.0   16.3   15.7   17.9  

CASA Ratio (%)  50.3   54.0   57.9   53.4   50.2  

Borrowings  37   42   77   108   73  

Other Liabilities  44   63   67   72   69  

Total Liabilities  1,689   1,967   2,306   2,677   2,794  

Change (%)  2.6   16.5   17.3   16.1   12.8  

Investments  577   681   686   689   667  

Cash & Bank balance  104   129   199   185   187  

Loans  869   1,024   1,312   1,712   1,852  

Change (%)  5.1   17.9   28.1   30.5   21.0  

Fixed Assets  17   17   22   22   21  

Other Assets  121   115   87   69   66  

Total Assets  1,689   1,967   2,306   2,677   2,794 

Source: Company, Systematix Institutional Research.  

* Raised Rs 10bn in 1QFY24 via QIP 

Ratios 

YE: Mar  FY20 FY21 FY22 FY23 9MFY24 

Spreads Analysis (%)      

Yield on Advances  7.6   7.6   7.0   7.6   8.7  

Yield on Earning Assets  7.5   7.0   6.5   6.6   7.6  

Cost of Deposits  4.6   4.0   3.4   3.3   4.1  

Cost of Funds  4.7   4.2   3.6   3.6   4.2  

NIM  2.8   2.9   3.0   3.2   3.6  

Profitability Ratios (%)      

Cost/Income  52.0   47.4   44.3   39.1   37.1  

PPOP / Avg. assets  1.7   2.2   2.3   2.4   2.8  

RoE  4.7   4.8   8.9   17.6   21.6  

RoA  0.2   0.3   0.5   1.1   1.4  

Asset Quality (%)      

GNPA (Rs bn)  122   78   53   43   39  

NNPA (Rs bn)  41   25   13   4   4  

GNPA   12.8   7.2   3.9   2.5   2.0  

NNPA  4.7 2.5 1.0 0.3  0.2  

PCR   66.1   67.7   76.4   90.0   89.5  

Capitalisation (%)      

CAR  13.5   14.5   16.5   18.1   16.9  

Tier I  10.7   11.0   12.4   14.2   12.9  

Tier II  2.9   3.5   4.1   3.9   3.9  

Average Leverage on Assets (x)  17.8   17.9   18.7   18.9   15.6  

Valuations      

Book Value (Rs)  16.3   16.7   18.3   21.0   25.4  

Adj. Book Value (Rs)  11.7   13.8   16.9   20.5   25.0  

Price-BV (x)  3.6   3.5   3.2   2.8   2.3  

Price-Adj. BV (x)  5.0   4.3   3.5   2.9   2.4  

EPS (Rs)  0.7   0.8   1.7   3.9   5.3  

EPS Growth (%)  -103.8   25.7   104.0   126.0   53.1  

Price-Earnings (x)  88.4   70.3   34.5   15.3   11.0  

Dividend (Rs) - - 0.5 1.3 NA 

Dividend Yield (%)  -     -     0.8   2.2  NA                        

Source: Company, Systematix Institutional Research 

Dupont 

YE: Mar  (%) FY20 FY21 FY22 FY23 9MFY24 

Interest Income 6.9 6.5 6.1 6.4 7.3 

Interest Expended 4.3 3.8 3.3 3.3 3.8 

Net Interest Income 2.6 2.7 2.8 3.1 3.5 

Commission, Ex. & Br. Inc. 0.5 0.6 0.6 0.5 0.5 

Treasury Income 0.5 0.9 0.7 0.4 0.5 

Total Net income 3.6 4.1 4.1 4.0 4.5 

Operating Expenses 1.8 2.0 1.8 1.6 1.7 

PPOP 1.7 2.2 2.3 2.4 2.8 

Provisions 1.5 1.6 1.4 1.1 1.3 

PBT 0.2 0.5 0.9 1.4 1.5 

Tax  0.0 0.2 0.4 0.3 0.1 

PAT 0.2 0.3 0.5 1.0 1.4 

Leverage 20.2 16.0 16.4 16.9 15.6 

RoE 4.7 4.8 8.9 17.6 21.6                        

Source: Company, Systematix Institutional Research 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Manjith Nair, Pashmi Chheda, Nirali Chheda, hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject 
securities or issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
expressed in this research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain 
independence and objectivity in making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
I. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 

5 
Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 

No 

 
10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 
 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

II. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link, 
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any 
third party.  

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any 
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of 
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The 
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of 
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies). 

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income 
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts 
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report 
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest) 
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material 
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe 
to the views expressed therein.  

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of 
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the 
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company 
shall have no liability arising out of, or in connection with, any such referenced website.  

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for 
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL 
through this presentation. 

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment 
and tax consultants before taking any investment decisions based on this report. 

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors. 
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