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Company details

Price target: Rs330

Market cap: Rs181,396 cr

52-week high/low: Rs314/217

NSE volume: (No of shares) 160.5 lakh

BSE code: 532174

NSE code: ICICIBANK

Sharekhan code: ICICIBANK

Free float: (No of shares) 641.28 cr

Price chart

Shareholding pattern

Price performance

Key points

�� 	Stake sale in General Insurance to boost 
other income: ICICI Bank is selling 3.17 crore 
shares of ICICI Lombard General Insurance 
(ILGI) during the IPO, which is likely to fetch the 
bank ~Rs.2,099 crore (at Rs.661 per share of 
the upper price end). The sale proceeds will not 
only boost its other income stream (may be ~8% 
of FY2017 Pre-Provision Operating Profit) but 
would also result in value unlocking and better 
price discovery for the bank’s subsidiaries.  
 
The insurance industry in India is shaping up well, 
but it is still at a relatively low penetration stage, 
which indicates sustainable high momentum 
growth for the next few years due to which it is 
likely to attract long-term investment. With the 
stake sale in IGLI via IPO, ICICI Bank would not 
only strengthen its own capital adequacy (total 
CAR @ 17.8%; comfortable), more importantly 
the listing would free up the capital infusion 
pressure on the parent, allowing the subsidiary 
to tap markets for growth capital. 

�� 	Reforms/steps positive for corporate credit 
discipline: The RBI and the government are 
taking several steps to address NPA situations. 
Reforms such as bankruptcy code and SEBI 
order on interest defaults are all small but 
necessary steps designed to increase creditor 
discipline. However, notwithstanding the initial 
implementation steps, we believe such reforms 
were much needed and crucial for cleanup and 
subsequent credit demand in the economy.  

�� 	Outlook: Today, ICICI Bank is included in the 
Systemically Important (too big to fail) category 
by the RBI, indicating the strength (and relative 
market share) of its business franchisee. While 
increased provisioning requirement due to 
balance sheet cleanup may impact its bottom 
line in the near term, we expect operational 
performance to start showing improvement 
as and when the drag of slippages reduce 
on operating profit, thereby leading to better 
margins and faster growth. 

�� 	Valuation: Since our last update (dated 27th 
July 2017, Hold rating), the stock price has 
corrected by ~9%, which we believe provides 
upside potential for the stock and factors most 
near-term negatives in our view. Thus, we have 
upgraded our rating to Buy with an unchanged 
price target of Rs.330 per share.

Stock Update
Listing of subsidiaries, price correction provide opportunity
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Valuation Rs cr

Particulars FY15 FY16 FY17 FY18E FY19E

Net Interest Income (NII) 19039.6 21224.0 21737.3 24366.4 28924.9

Net profit (Rs cr) 11175.4 9726.3 9801.1 9569.0 12258.6

EPS (Rs) 19.3 16.7 16.8 14.9 21.0

EPS growth (%) 0.1 -0.1 0.0 -0.1 0.4

P/E (x) 14.7 16.9 16.8 19.0 13.4

BVPS (Rs) 130.1 146.4 164.6 153.9 183.0

P/BV (x) 2.2 1.9 1.7 1.8 1.5

RoE (%) 14.5 11.4 10.3 9.4 11.5

RoA (%) 1.8 1.4 1.3 1.1 1.2

�� 	Cleanup provides leaner, more nimble balance 
sheet, positive for the long term: The balance 
sheet cleanup process, undoubtedly would 
add to near-term profitability pressures (likely 
haircuts and/or provisions), however we believe 
such cyclical cleanup is part of the nature of the 
banking industry, which would help banks to 
identify mistakes and, thus, strengthen their own 
balance sheet if properly utilised. ICICI Bank is 
amongst the top corporate lenders (domestic 
corporate loans at 27% of the loan book) and 

would benefit from such reforms in the long 
run. Continuing with a pragmatic stance, ICICI 
Bank has seen reduction in its slippages levels, 
which is a positive indicator, even as it has 
consciously slowed down its corporate lending 
with incremental lending focused more on 
higher rated corporate or retail borrowers. We 
believe such measures along with fewer legacy 
NPLs will help it bounce back faster as growth 
picks up. 
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Profit and loss statement                                                                                                                       Rs cr

Particulars FY15 FY16 FY17 FY18E FY19E

Net interest income 19,040 21,224 21,737 24,366 28,925

Non-interest income 12,176 15,323 19,504 15,363 16,922

Net total income 31,216 36,547 41,242 39,730 45,846

Operating expenses 11,496 12,684 14,755 16,767 18,601

Pre-provisioning profit 19,720 23,864 26,487 22,962 27,246

Provisions 3,900 11,668 15,208 9,292 8,949

Profit before tax 15,820 12,196 11,279 13,670 18,296

Tax 4,645 2,469 1,478 4,101 6,038

Profit after tax  11,175  9,726  9,801  9,569  12,259 

Balance sheet                                                                                                                      Rs cr

Particulars FY15 FY16 FY17 FY18E FY19E

Liabilities

Networth 80,429 89,736 99,951 102,780 110,688

Deposits 361,563 421,426 490,039 568,445 665,081

Borrowings 172,417 174,807 147,556 201,249 235,894

Other liabilities & provisions 31,720 34,726 34,245 39,262 45,408

Total liabilities  646,129  720,695  771,791  911,736  1,057,070 

Assets

Cash & balances with RBI 25,653 27,106 31,702 28,706 33,587

Balances with banks & money at call 16,652 32,763 44,011 25,580 29,929

Investments 186,580 160,412 161,507 243,516 282,472

Advances 387,522 435,264 464,232 533,867 629,963

Fixed assets 4,726 7,577 7,805 8,195 8,605

Other assets 24,997 57,574 62,535 71,871 72,514

Total assets  646,129  720,695  771,791  911,736  1,057,070 

Net interest income One-year forward P/BV SD band
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Key ratios                                                                                                             

Particulars FY15 FY16 FY17 FY18E FY19E

Per share Data (Rs)

Earnings 19.3 16.7 16.8 14.9 21.0

Dividend 5.0 5.0 0.0 4.2 5.9

Book value 130.1 146.4 164.6 153.9 183.0

Adj. book value 108.0 113.0 110.6 105.8 126.7

Spreads (%)

Yield on Advances 9.8 9.5 8.8 8.3 8.3

Cost of Deposits 5.9 5.5 5.0 4.7 4.6

Net interest margins 3.3 3.4 3.1 3.2 3.2

Operating ratios (%)

Credit to Deposit 107.2 103.3 94.7 93.9 94.7

Cost to income 36.8 34.7 35.8 42.2 40.6

CASA 45.5 45.8 50.4 50.4 49.9

Non interest income / Total income 39.0 41.9 47.3 38.7 36.9

Assets/Equity (x) 8.1 8.0 7.9 8.3 9.2

Return ratios (%)

RoE 14.5 11.4 10.3 9.4 11.5

RoA 1.8 1.4 1.3 1.1 1.2

Asset Quality ratios (%)

Gross NPA 3.8 5.8 8.8 7.4 6.4

Net NPA 1.6 3.0 5.4 4.6 4.2

Growth Ratios (%)

Net interest income 15.6 11.5 2.4 12.1 18.7

Pre-provisioning profit 18.8 21.0 11.0 -13.3 18.7

Profit after tax 13.9 -13.0 0.8 -2.4 28.1

Advances 14.4 12.3 6.7 15.0 18.0

Deposits 8.9 16.6 16.3 16.0 17.0

Valuation ratios (x)

P/E 14.7 16.9 16.8 19.0 13.4

P/BV 2.2 1.9 1.7 1.8 1.5

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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