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We recently attended Karur Vysya Bank Q2FY19 Analyst meet held on Nov.15, 2018. The following
are the key highlights of the meet.

Total business - Rs. 1,06,402 crores, up by 6 percent on you basis..

Gross advances increased by 9 percent on you basis to Rs. 48,140 crores..

Operating profit at Rs. 821 crores, declined on you basis..

RoOA - 0.49 percent, improved from 0.27 percent in Q1FY19..

RoE - 5.28 percent, up from 2.93 percent in Q1FY19..

Cost/Income deteriorated to 52.12 percent from 45.18 percent in Q1FY19 owing to investment on digitisation..

Net NPA - 4.41 percent, Credit growth - 9 percent, CRAR - 14.22 percent, Retail credit growth - 28 percent,
NIMs -3.61 percent, CASA - 30 percent - targeting to increase to 35 percent in 5 years..

Karur Vysya Bank Q2FY19 NII came at Rs579.1cr as against Rs555cr in Q2FY18, which is up by 4.3% yoy. The
bank’s net profit for the quarter came at Rs83.7cr, which is ~12% below consensus estimates and increased
by 10.7% yoy against Rs75.6cr yoy.

Its GNPA for Q2FY9 came at 7.7% against 7.44% qoq, which has increased by 26bps. NNPA for the quarter
came at 4.41% against 4.5% qoq, which has declined by 9bps.

The bank’s loan book grew by 7% yoy.
NIMs fell by 8bps qoq and 24bps yoy as TD are repriced at a faster pace; cost to advances linked to MCLR
happened with a lag. Cost of funds have gone up by 7-8bps.

The provision for the quarter came at Rs213.1cr as against Rs422.7cr yoy. The management is confident that
the margins would improve moving ahead and downward pressure on margin will be arrested.

Unsecured yields in the range of 12-18%, LAP yield is in the range of 10.5% to 14-15%. Steady-state credit
cost would be at Rs450-500cr for slippages rate of 150bps (Rs750cr) for a year. Management targets PCR in
the range of 50-51%. Total exposure to the group is Rs330cr comprising 2 entities.

Will take only high ticket lending for Corporate - selective for corporate lending, not expecting big growth..If it
enters into consortium where there are 2-3 banks, where bank has around 25 percent share..

Growth coming from takeover of other bank accounts in SME space
Strong in trading community ..
Last 2 years there was no rain in Tamil Nadu, after rains this season, gold jewellery and agriculture portfolio

Will be growing at industry growth rate in H2FY19..
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Slippages - SMEs are collaterized lending, loss given default will be low

Certain cases recovery very fast, slippage will come down
Strengthening recovery mechanism

SMA 0, 1, 2 - Amount has come down significantly from last year..
PCR - 58.5 percent, target to reach 60 percent in 6 quarters..
Don't expect many big surprises on slippage front..

Slippage rate will come down substantially..

Focus on SMA 0 top priority..

Credit cost expected to be 0.9 percent..

Fresh Slippage - 1.5 percent * 60 percent coverage ..

Exposure to ILFS - 2 group companies, even for ITNL interest servicing not happening...waiting for resolution
and clarity as to monetization happen for assets..

Bank will take appropriate action on IL&FS exposure as more information becomes available in Q3FY19.
Going forward, bank expects credit growth to accelerate and be in-line with the industry growth. Going

forward, bank to focus more on Retail & Commercial and thereby reduce Corporate as % of total assets.
Corporate growth will continue to stay muted while other areas will continue to grow.
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Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above para, We and our affliates, officers, directors, employees and their relative
may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent
Ajcon Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Ajcon Global
Services Ltd. will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate
to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions
and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary
because of changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no
liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. 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. Ajcon Global
Services Ltd. or its associates might have managed or co-managed public offering of securities for the subject company or
might have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.
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It is confirmed that Akash Jain — MBA (Financial Markets) or any other Research Analysts of this report has not received
any compensation from the company mentioned in the report in the preceding twelve months. Compensation of our
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.

It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report.
Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the
companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify
that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities.
I also certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com
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