
 

 

 

 

 

  
 

 

 

 
1)   Punjab National Bank Ltd. (PNB) -  

  

CMP: Rs. 86, Face value: Rs. 2, Target price: Rs. 100, Upside: 16% 

 
            Price chart source: Moneycontrol 

 

Investment Rationale 

Before talking about Q3FY19 result, we would like to highlight Bank’s inherent strengths like PAN India presence with 
7,000 branches with ~70,000 employees, Total Business around Rs. 11,00,000 crores, High Casa ratio, Low cost of 
deposits, Resilient business model. The bank continues to attract deposits which show confidence of the people on the 
bank.  Domestic Deposits of the Bank shown an increase of Rs.42,619 crore from Rs. 5,88,027 crore as on 
December’17 to Rs. 6,30,646 crore as on December’18.  Savings Bank Deposits grew by 3.3% YoY from Rs. 2,23,832 
crore as on December’17 to Rs. 2,31,116 crore as on December’18.  More than 33 lakh new accounts added in Saving 
Deposits during 9M FY19. Domestic CASA ratio stood at 43.42% as on Dec. 2018. Domestic NIM Increased to 2.64% 
in Dec.2018 up by 22 bps over Mar. 2018. Gross Domestic Advances stood at Rs. 4,58,641 crores, yoy growth of 6.7 
percent. C/D ratio stood at 66.79 percent in Q3FY19. 
 
It was heartening to see the management honouring its words given to its stakeholders after Nirav Modi mayhem 
which brought the bank to the walls. The event which was a shocker to the Bank, gave a wakeup call to the bank’s 
management to relook at its processes. In fact, the bank has done well to restructure its processes and make use of 
technology at its best to avoid people risk in future. The bank has integrated CBS and has formed centralized back 
office for trade credit/finance. All the transactions are validated at trade finance centers. The Bank has classified Rs. 
50 crores plus accounts shifted to large corporate centres/branches. The Bank has adopted algorithm based decision 
making for MSME loans for accounts in the range of Rs. 1 lakh to Rs. 1 crore. Today, the Bank is at the 2nd position 
amongst PSBs for maximum in-principle approval of MSME customers through the 
portal www.psbloansin59minutes.com.  Loan accounts in the range of Rs. 50 lakhs – Rs. 50 cores are taken care by 
centralized loan processing centre with specialized manpower. 
 
According to the management, the bank has fully provided for Nirav Modi account. Full provision of Rs. 14,000 crores 
done till date with Rs. ~2000 crores provision done in Q3FY19. The bank expects to recover atleast  Rs. 3,000- Rs 
4000 (after discounting the brand value of  designer jewellery).  With regards to much talked IL&FS exposure, the bank 
has exposure to 9 accounts but is not huge. The Bank has made provisions towards these 9 assets. Whatever is left 
over are self-cash generating accounts. As far as Reliance Communication account is concerned, it is a NPA account 
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but the Bank has fully provided for it, The Bank’s management does not foresee any risk in DHFL account and Essel 
group account is a standard account and the bank does not have major exposure to it. The Bank has done a robust 
recovery of Rs. 16,600 crores in 9MFY19.          
                     
Domestic Credit exposure of the Bank increased by Rs. 15,308 crore over Dec’17, while Domestic credit RWA 
declined by Rs. 51,199 crore. Further, to tackle NPAs, the Bank created SAMV vertical; SARFAESI, OTS & DRT 
Portals to access real time progress.  GNPA declined by Rs. 8,887 crore over March’18 to reach at Rs. 77,733 crore in 
Dec. 2018. NNPA declined by Rs. 13,009 crore over Mar. 2018 to reach Rs. 35,675 crore in December’18. Net NPA 
Reduced by 302 bps over Mar’18 to 8.22%. 
 
Overall stressed assets reduced by 265 bps over March’18.  According to the management, ageing provisions is a 
continuous process. As the GNPA figure goes down, provisioning comes down even there is ageing provisioning. 
Overall stressed assets reduced by 265 bps over Mar’18. Slippages too were low at Rs. 3,324 crores as against Rs. 
30, 377 crores in March 2018.   
 
Provision Coverage Ratio improved by 1043 bps over Mar’18 to 68.85%. Provision coverage under NCLT accounts 
stands at 75.1%. 
 
With regards to Capital Adequacy Ratio, overall CAR stood at 10.52% increased by 132 bps over March’18. CET 1 
stood at 6.93%; Tier 1 at 8.25% 
 
In Q3FY19, Domestic Advances registered a growth of 6.7%  on yoy basis from Rs. 429,755 crore as on Dec. 2017 to 
Rs. 4,58,641 crore as on December’ 18.  Retail Advances grew by 15% YoY from Rs. 74,582 crore as on December’ 
17 to Rs. 85,766 crore as on December’ 18.  Share of Small Ticket Advances stood at 54.4% as on December’18. 
Fresh Sanctions with external rating A and above increased by 5.7% on YoY basis to reach 84.0%. 
 
Operating profit for 9MFY’19 stood at Rs. 10134 crore.  Net profit grew by 7.1% from Rs.230 crores in Q3FY18 to Rs. 
247 crore in Q3FY’19. Net Interest Margin (Domestic) increased from 2.59% as on 9MFY’18 to 2.64% as on 
Q3FY’19.  Cost to Income Ratio declined from 50.04% in Q2FY19 to 49.26% in Q3FY19. The bank efforts are on to 
reduce Cost/Income ratio but in absolute terms cost would increase. 
 
We would like to see the Bank’s Q4FY19 performance to further reinforce our confidence on the Bank. The MD & CEO 
Mr Sunil Mehta's words to media after Nirav Modi debacle, *when the going gets tough, the tough gets going* has 
been proved by the Bank’s management in 9MFY19 performance.  According to us it's a good & safe stock to invest at 
current levels from medium to long run.  We would recommend to “Accumulate”. 
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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 INH000001170 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.  

 



 

 

 

 

 

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 
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that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. 
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