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Comprehensive Investment Report on Ujjivan Small Finance
Bank (UJJIVANSFB.NS)

1. Executive Summary

Key Findings from All Analyses

* Financial Performance: Ujjivan Small Finance Bank has demonstrated robust revenue growth and strong
EPS growth over the past five years. However, recent quarters have shown a decline in net profit due to
increased loan provisions.

* Valuation Metrics: The bank's P/E ratio of 6.84 and P/B ratio of 1.20 suggest that the stock is undervalued
compared to industry peers.

* Technical Indicators: The stock is currently in a bearish phase, trading below its 200-day moving average,
with key support at ¥30.88.

» Market Sentiment: Cautiously optimistic, with strategic initiatives like applying for a universal banking license
positively impacting investor confidence.

Overall Investment Thesis

Ujjivan Small Finance Bank presents a compelling investment opportunity due to its strong financial fundamentals,
strategic initiatives aimed at long-term growth, and attractive valuation metrics. Despite recent profit declines, the
bank's focus on expanding its market presence and improving asset quality positions it well for future growth.

Metric Value
Current Stock Price 334.45
P/E Ratio 6.84
EPS Growth (5-Year) 44 .4%
Revenue Growth (Annual) 35.96%
Net Interest Margin 8.30%

ROE 21.85%
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Metric Value
Dividend Yield 4.36%

Risk-Reward Assessment

* Risks: Regulatory changes, economic conditions, and rising loan provisions pose potential risks.
* Rewards: Strong revenue growth, strategic market expansion, and digital transformation initiatives offer

significant upside potential.

Recent Developments Impact

* Profit Decline: The 63.80% decline in net profit for Q3 FY25 has raised concerns but is offset by strategic

moves like NPA sales and loan growth.
» Universal Banking License: Plans to apply for a universal banking license could diversify revenue streams

and enhance growth prospects.

2. Company Overview

Business Model and Evolution

* Focus: Ujjivan Small Finance Bank primarily serves underserved and unbanked segments in India, offering a

range of financial services.
* Evolution: The bank has evolved from a microfinance institution to a small finance bank, expanding its product

offerings and customer base.

Key Metrics and Trends

* Revenue Growth: 35.96% annual growth, outperforming its three-year CAGR of 27.21%.
* EPS Growth: 44.4% per year over the past five years.
* Net Interest Margin: 8.30%, indicating efficient interest income generation.

Support and Resistance Levels Value
Support Level 330.88
Resistance Level 341.00
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Analyst Ratings and Price Targets Value

Emkay Global Financial 345

Trendlyne Average Target 347.80

Valuelnvesting.io Range %36.36 - 366.15

Market Position Changes

» Competitive Position: The bank is positioned as a mass-market-focused small finance bank with strong loan
growth and strategic initiatives.
» Market Share: Increased institutional holdings indicate growing confidence in the bank's future prospects.

Strategic Direction

* Universal Banking License: Aiming to diversify operations and enhance growth.
* Digital Transformation: Investments in digital banking solutions to improve customer experience and
operational efficiency.

3. Financial Analysis

Historical Performance

» Stock Price Volatility: Significant volatility with a high of ¥63.00 in December 2023 and a low of ¥13.50 in
June 2022.
* Revenue and Earnings Growth: Consistent growth driven by market expansion and operational efficiencies.

Recent Developments

* Profit Decline: Impacted by rising loan provisions, but offset by loan growth and strategic initiatives.
* NPA Sale: Completed sale of non-performing assets worth ¥270 crore, positively impacting share price.

Growth Metrics and Updates

* Loan Growth: 9.8% year-on-year growth in Q3 FY25.
* Revenue Growth: Outperforming industry averages with a robust growth trajectory.
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Updated Financial Outlook

* Analyst Ratings: Buy ratings with target prices ranging from ¥45 to ¥66.15.
* DCF Valuation: Indicates the stock is undervalued with potential upside based on intrinsic value.

4. Market Position

Industry Dynamics

» Sector Performance: The Indian banking sector is influenced by macroeconomic factors such as interest rates
and regulatory policies.

» Competitive Landscape: Ujjivan Small Finance Bank's strong financial metrics position it favorably against
peers.

Competitive Landscape Changes

* Institutional Confidence: Increased mutual fund holdings indicate growing confidence in the bank's
prospects.
« Strategic Initiatives: Plans for a universal banking license and digital transformation enhance competitive
positioning.

Market Opportunities

» Underserved Markets: Continued expansion into underserved regions offers significant growth potential.
* Digital Banking: Investments in digital solutions can drive customer acquisition and retention.

Growth Potential Updates

* Revenue and Earnings Growth: Expected to continue as the bank leverages its market position and
operational efficiencies.
« Strategic Initiatives: Focus on diversifying operations and improving asset quality supports long-term growth.

5. Strategic Evaluation

Strategic Initiatives Progress

 Universal Banking License: Plans to apply by March 2025, aiming to diversify business operations.
* NPA Management: Successful sale of non-performing assets to improve asset quality.
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Recent Strategic Moves

* Loan Growth: Despite profit decline, the bank posted strong loan growth in Q3 FY25.
* Digital Transformation: Ongoing investments in digital banking solutions to enhance customer experience.

Execution Effectiveness

* Management Effectiveness: Strong ROE of 21.85% indicates effective capital allocation and management's
ability to generate shareholder value.

» Capital Allocation: Conservative approach to debt and focus on organic growth reflect prudent financial
management.

Future Strategic Outlook

* Growth Catalysts: Market expansion and digital transformation initiatives offer significant growth opportunities.
* Regulatory and Economic Risks: Potential changes in banking regulations and macroeconomic conditions
may impact operations.

Conclusion

Ujjivan Small Finance Bank Limited presents a compelling investment opportunity with its strong financial
performance, competitive market position, and growth potential. The bank's conservative financial management
and focus on underserved markets provide a solid foundation for future growth. However, investors should remain
mindful of potential regulatory and economic risks. Overall, the bank's valuation metrics and growth prospects
make it an attractive option for value-oriented investors.
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