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Retail leads, corporate heals

After quite a few uninspiring quarters, ICICIBC
showed evidence of recovery in 2QFY18. Loan
growth resumed (+13% QoQ in the domestic book),
costs crawled (+3% QoQ) and NIM was stable (3.3%).
Slippages, mercifully, were at an 8-gtr low.
Management utilised profits from the subsidiary
stake sale to beef up coverage (59.3%, +410bps QoQ)
and provided for NCLT a/cs two quarters in advance.

While slippages have trended down for the last
couple of gtrs, we will closely monitor asset quality
divergence, slippage from the watchlist and
provision requirements (for the 2nd NCLT list).
Meanwhile, increasing granularity in the Retail
franchise (assets and liabilities) and steady value
accretion in subsidiaries are encouraging.

A probable easing of corporate stress and granular
growth augur well for ICICIBC hereon. Maintain BUY
with a TP of Rs 364 (1.8x Sept-19 core ABV of Rs 142
+ subs-value of Rs 107).

Financial Summary

RESULTS REVIEW 2QFY18 | 28 OCT 2017

ICICI Bank

BUY

Highlights of the quarter

®  The stress blowout eased, as GNPAs (Rs 445bn) grew
merely 3% QoQ with slippages (3.95% ann.) at an 8-qtr
low. Net stressed assets (incl. watchlist) continued to
fall and stood at ~9.5% (vs.10.4% QoQ and 12.1% YoY).

®  PCR improved ~410bps; the watchlist (as well as
restructured book) dipped marginally. However,
divergence disclosure and progress on resolutions
remain _key monitorables. We have factored in
slippages and LLP of 3.3% and 2.1% over FY18-20E.

®  The pull back in growth (after stagnation for a few qtrs)
was heartening, driven by Retail (+19%, 54% of loans).
Despite the challenging environment, even corp
growth revived (+6% QoQ).

® Risk aversion is visible (and welcome). Some 90% of
corporate loans in H1FY18 were to A- or higher rated
cos. We factor loan CAGR of 15% over FY18-20E.

®  Near-term outlook: The uptick in growth and declining

stress levels are expected to drive outperformance for
the stock. We are constructive.

(Rs bn) 2QFY18 2QFY17 YoY(%) 1QFY18 QoQ (%) FY17 | FY18E  FY19E  FY20E
Net Interest Income 57.09  52.53 87%  55.90 2.1%  217.4 | 2318 2674 3005
PPOP 69.87 10636 -34.3%  51.83 34.8% 2649 | 2351 2454 26822
PAT 2058  31.02 -33.7%  20.49 0.4% 98.0 97.9 1083  122.4
EPS (Rs) 3.5 53  -33.7% 3.5 0.4% 16.8 15.3 16.9 19.1
Core ROAE (%) 10.0 10.5 10.8 9.5
Core ROAA (%) 1.31 1.20 1.19 1.18
Adj. BVPS (Rs) 111 114 134 151
P/ABV (x)# 2.11 1.96 1.55 1.38
P/E (x)# 13.9 14.5 12.4 10.2

Source: Bank, HDFC sec Inst Research; Note:# adjusted for embedded value of subs

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO>& Thomson Reuters
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Watch-list Exposure

Rs bn 2QFY18 QoQ Chg (%)
Power 68.4 (3.4)
Iron/Steel 40.1 0.5
Mining 57.5 2.9
Others 4.1 NA
Promoter entity 25.8 (22.6)
Total watch-list 195.9 (3.8)
Movement in watch-list

Rs bn 4QFY17 1QFY18 2QFY18
Opening 275.4 190.4 203.6
Reduction 5.9 2.6 9.6
Slippage 79.8 3.6 4.5
Closing 190.4 203.6 195.9

Net stressed assets on a decline: Slippages declined
QoQ to Rs 46.7bn (3.95% ann.), even after
recognising a PSU-backed power co to the tune of Rs
8.8bn. However, over the last couple of gtrs, the non
watchlist slippages have been higher, in the range of
~Rs 44-46bn vs. 33bn in 4Q (led by an oil & gas
exposure). Slippages from the watchlist form merely
5-7% of the total slippages and remain key
monitorables. Overall slippages include relapse of Rs
3.7bn and retail slippage of Rs 6.6bn.

Within the 2nd NCLT list, ICICIBC has exposure of Rs
119bn (incl. non-funded exposure of Rs 13.8bn) in 18
a/cs (w/w ~99% are already classified as NPAs) and
the bank carries provisions of Rs 33bn (31.5%) on
these exposures. We have increased our LLP
assumptions to factor provisions for 2" list of NCLT
exposures and ageing of NPAs.

With a 14% QoQ (~52% FYTD) drop in the
restructured book and a marginal drop in the
watchlist to Rs 196bn (4.1%), the net stressed book
dipped QoQ at Rs 457bn (9.5% vs.10.4% QoQ). We
have factored in slippages at an avg. of 3.32% over
FY18-20E.

Liability franchise healthy: Led by a robust SA growth
of 21/5% YoY/QoQ, the CASA ratio improved ~380bps
YoY (+50bps QoQ) to 49.5%. On an avg. daily basis,
CASA ratio _improved 370bps YoY (down 20bps
QoQ)to 45.2%.

ICICI BANK : RESULTS REVIEW 2QFY18

Stable NIM, a positive surprise: Despite a rise in the
MCLR-linked book (62% vs 56% QoQ) and elevated
slippages (albeit lower QoQ), NIM at 3.27% (stable
QoQ) were a positive surprise. NIMs were cushioned
with a drop in SA rate, interest on tax refund (Rs
780mn) and accruals on NPA a/cs. With an expected
drop in MCLR rates, the rising proportion of MLCR-
linked loans and relatively elevated slippages will
keep vyields under pressure. However, an increased
share of domestic loans and superior CASA providea
cushion to margins. We estimate NIMs at 3.3% in
FY18-FY20E.

Uptick in growth: While overall loans grew only ~6%
YoY (+4% QoQ), domestic loans grew ~13% YoY (85%
of loans). The uptick in domestic loans was led by
19/5% YoY/QoQ rise in Retail loans and higher
growth (6% QoQ) in the Corp book. The overseas
book (Rs 719bn, ~15% of loans) was flat QoQ.

Within Retail loans, the growth is encouragingly
broad-based, led by unsecured businesses like PL, CC
(on a smaller base), along with rural and business
loans.

We have factored in a loan CAGR of 15% over FY18-
20Eled by Retail, and a pick-up in Corp loans, even
as overseas loans continue to moderate.

Other highlights: ICICIBC has made an additional
provisions of Rs 2.1bn towards perceived riskier
sectors. Further, the bank has made provisions of Rs
6.5bn (total Rs 35bn) for the 2 NCLT exposures in the
1% list.
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SOTP
Rs bn Per Share Rationale
ICICI Bank 1,497 257 1.9x Sept-19E ABV of Rs 140
ICICI Life Insurance 407 70 3.5x Sept-19E EV of Rs 212bn
ICICI General Insurance 145 25 4.0x Sept-19E Adj. NW of Rs 65bn
ICICI AMC 29 5 5% of FY19E AUM
ICICI UK 36 6 1x FY19E BV
ICICI Canada 44 8 1x FY19E BV
ICICI Housing Finance 40 7 2.0x FY19E ABV
ICICI Sec 44 8 10x FY19E PAT
Others 29 5 | Ventures and others
Total Value Of Subsidiaries 776 133
Less: 20% Holdco Discount 155 27
Net Value Of Subsidiaries 621 107
Total Value 2,118 364
Current Value 1,761 302
Upside (%) 20.3 20.3

Source: HDFC sec Inst Research;
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Five Quarters At A Glance

ICICI BANK : RESULTS REVIEW 2QFY18

Rs bn 2QFY17 3QFY17 4QFY17 1QFY18 2QFY18 YoY Growth _QoQGrewti— | | Led by 4% QoQ loan growth and stable
Net Interest Income 52.5 53.6 59.6 55.9 2.1% NIMs at 3.27%
Non-interest Income 91.2 394 30.2 33.9 53.1%
Treasury Income 64.1 8.9 5.0 8.6 . -65.8% 155.6% Incl. stake sale in ICICI Lombard to the tune
Operating Income 143.7 93.0 89.8 89.8 109.0 -24.2% 21.4% of ~Rs 20.1bn; fees grew ~8% QoQ
Operating Expenses 37.4 37.8 38.7 37.9 39.1 4.6% 3.0%
Pre Provision Profits (PPoP) 106.4 55.2 51.1 51.8 69.9 -34.3% 34.8% Incl. additional general provisions of ~Rs
Provisions And Contingencies 70.8 27.1 29.0 26.1 @ =36.4% 72.6% 2.1bn towards stressed sectors, Rs 6.5bn
PBT 35.5 28.1 22.1 25.7 24.8 -30.1% -3.5% towards 12 NCLT exposures
Provision For Tax 4.5 3.7 1.9 53 4.3 -5.7% -19.1%
PAT 31.0 24.4 20.2 20.5 20.6 -33.7% 0.4%
Balance Sheet items/ratios SA growth resumed (22/3% YoY/QoQ) after
Deposits 4,491 4,653 4,900 4,863 a dip in 1Q while CA grew 17/1% YoY/QoQ
CASA Deposits 2,052 2,320 2,468 2,380

Advances 4,543 4,575 4,642 4,641
CD Ratio (%) 101.2 98.3 94.7 95.4 96.8 -434 bps 138 bps Growth was driven by the retail segment
CAR (%) 16.7 16.7 17.4 17.7 17.9 122 bps 20 bps (+19%) as total domestic loans grew by
Tier | (%) 13.3 13.3 14.4 14.6 14.9 159 bps 26 bps ~13%.
Profitability
Yield On Advances (%) 8.82 8.76 8.89 8.69 8.67 -15 bps -2 bps ] .
Cost Of Funds (%) 5.63 5.39 5.15 5.16 5.04 -59 bps -12 bps Despite a drop in _V'elds' NIMs were f“’ble
NIM (%) 3.13 3.12 357 327 327 14 bps @ QoQ owing to a simultaneous drop in CoF.
Cost-Income Ratio (%) 26.0 40.6 43.1 42.3 35.9 988 bps -639 bps NIMs were also boosted by collection of
Tax Rate (%) 12.7 131 8.5 20.4 171 443 bps -329 bps accrued interest and interest on tax refund
Asset quality
Gross NPA (Rs bn) 325.5 380.9 425.5 431.5 6.7% 3.1%
Net NPA (Rs bn) 162.1 201.5 254.5 253.1 2413 48.8% -4.6% Total exposure to the 2" NCLT list stood at
Gross NPAs (%) 6.82 7.20 7.89 7.99 7.87 105 bps -12 bps ~Rs 104.75bn (excl non fund based exposure
Net NPAs (%) 3.57 3.96 4.89 4.86 4.43 86 bps -43 bps of “Rs 13.84bn). The bank has already
Delinquency ratio (%) 7.11 6.17 9.80 4.29 3.95 -316 bps -34 bps classified 98.6% as NPA as 2QFY18 and has ~
Coverage Ratio (%) 50.2 47.1 40.2 41.3 45.8 -442 bps 441 bps 31.5% coverage on these a/cs
Restructuring O/s (%) 1.39 1.40 0.92 0.51 0.42 -97 bps -9 bps
Change In Estimates

FY1SE FY19E We have increased our LLP assumptions to
(Rs bn) old New Change old New factor provisions for 2™ list of NCLT
NII 241 232 -3.8% 278 267 exposures and ageing of NPAs
PPOP 223 235 5.5% 254 245
PAT 98 98 0.4% 119 108
Adj. BVPS (Rs) 111.2 113.6 2.1% 132.2 134.4

Source: HDFC sec Inst Research
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Overseas book continued to Advances Grew By ~6/4%YoY/QoQ Advances Mix: Retail Continues To Gain

de-grow (down 21% YoY)). Its growth (YoY) (RHS) y

I Advances (Rs bn) (LHS)
share dipped ~520bps YoY to

% mOverseas Retail mSME mDomestic corporate
Rs bn %

~14.9% 5,250 —+ -+ 18
4750 el ED] BE] BE] BE] PE] pE 28 2827 27
Domestic loans grew ~13/5% 4,250
YoY/QoQ, led by Retail 3,750
growth of 19/5% YoY/QoQ 3,250 40 40 41 43 43 44 44 47 46 48 49 52 53|54
which form ~53.6% of loans 2,750
2,250
The mgt expects to grow the 1,750 2626262404233 000> Mool 1516 15
Retail book by 18-20% in FY18 1,250
239 2 35 8 8 8 855355878
o W o W o W A W U Y
Within Retail, unsecured 933389838 ¢<9 3349 ¢9 ¢
products delivered higher
. Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
growth, albeit on a smaller
base
Retail Loans Break-up: Robust Growth In The Unsecured Book
The share of Retail loans will (%) 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
T v A A FY15 FY15 FY15 FY15 FY16 FY16 FY16 FY16 FY17 FY17 FY17 FY17 FY18 FY18
Home 541 550 550 542 549 551 549 540 543 543 546 532 536 535
The Corp book grew ~6/4% Vehicle 203 193 187 180 179 179 177 174 174 171 172 169 167 165
QoQ/YoY, and ~90% of Other secured 19.2 19.5 12.2 21; 22.2 12.9 12.9 21.0 20.2 20.2 195 209 20.: 20.;:',l
advances in H1FY18 were to PL 3. 3.7 : : : 6 8 5.0 5. 5. 5.7 5.9 6. 6.
CC & Others 2.6 2.5 2.5 2.4 2.4 2.5 2.7 2.7 2.8 28 3.2 3.1 3.3 3.2

companies rated A- and

Source: Company, HDFC sec Inst Research
above
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o . - o . .
After a dip in 1Q, CASA Deposits Grew ~11/3% YoY/QoQ CASA Ratio Rose55bps Sequentially
deposits grew ~20/4% mmmm Deposits (Rs bn) (LHS) —a— Chg (YoY) (RHS) mmm CASA Chg (YoY) (RHS) —a— CASA (%) - RHS
= _ Rsbn % % %
YoY/QoQ to form ~49.5% of >,500 18.0 25.0 52.0
total deposits 5,000 - + 160 50.0
4,500 - 14.0 20.0 '
, , ] 48.0
On an avg basis, CASA dipped 4,000 12.0 150
for a second qtr (down 20bps) 3,500 - 100 ' 46.0
- 8.0
to 45.2% 3,000 &0 10.0 44.0
SA ~22/5% YoY/ 0 5.0
grew 5 YoY/QoQ 2,000 50 20.0
. — 0, .
while CA. grew ~17% YoY (flat 1,500 | 1, i o,
sequentially) D888 sSs888555053828% N899 8s8s855808823%
> > > > > > > > > > > > > > > > > > > > > > > > > > > >
[N [N [N | N Ny [N [N e [N [N e [N [N [N [N [N [N [N [N [N [N [N [N w w [N
ddddodddagagdadddd 0 dgdgddoddgadgaddddgad
AN N T A NN NN N I NN < A NN S NN N
NIMs were stable
sequentially, and were Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
cushioned by interest
recoveries on NPA a/cs
Overall NIM Stable; International NIMs Jump FeeGrowth Led By Retail Fees
The mgt has guided for NIM  ____. NIM Domestic NIM Foreign NIM (RHS) —a—Feeincome % loan (annu) —a— Fee income Chg (YoY) (RHS)
of ~3% for H2FY18 42 1% % 21 25 — % % — 120
40 - - 1.9 10.0
Domestic NIM was at 3.27%, L 17 20 + T
b : 3.8 - :
while international NIM L 45 + 80
jumped 22bps QoQ to 95bps 36 1 T | 13 1>
34 | =777 AN ' 1 60
. . N - 11 1.0 +
MCLR-linked domestic 32 - L o9 T 40
. — o, :
floating book stood at ~62% 30 - L 07 05 + 1 50
o 2-8 T T T T T T T T T T T T T 0-5 - -
Overallcorefeesgreg9/8é R R Wi nmme oo eNN NN @
YoY/QoQ driven by 3™ party o R U U A o A TR U A o TR R A A i A A i A
ddgdgaogogagdadadadagagagd dodgogogodgagadgaodaggad
distribution and credit card Tam T e e s A e s oA A AN L B B
fees Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research

Retail fees grew ~13% YoY to
form 70% of total fees
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Treasury Gains Jump Owing To Stake Sale
1Q 2Q 3Q aQ 1Q 2Q 3Q aQ 1Q 2Q 3QFY 4QFY 1QFY 2Q

Other income was up ~53%
sequentially, driven by higher Rs bn

¢ , FY15 FY15 FY15 FY15 FY16 FY16 FY16 FY16 FY17 FY17 17 17 18 Fv18
AL e (salf of stale in Treasury 39 14 44 73 21 22 144 219 77 641 89 50 86 219
ICICIAI,.ombardfo.r. Rs 20.1bn) Fees 194 210 211 214 211 224 226 221 216 236 250 245 238 257
and “Rs 2.3bn dividend from Others 53 50 54 63 67 55 51 71 51 35 55 07 15 42
Icict Life Total 285 274 309 350 299 301 421 511 343 912 394 302 339 519

% of Total 38.8 37.0 39.1 40.8 36.9 36.4 43.6 48.6 39.9 63.5 423 33.6 37.7 47.6
Source: Bank, HDFC sec Inst Research

Slippages of ~“Rs 46.74bn
include relapse of Rs 3.72bn,
loans amounting to Rs 8.79bn

to a PSU power company, Rs Slippages Continue To Moderate GNPA And NNPA Dip Sequentially
7’
2.6bn from the watchlist B Slippages mRestructured asset (incl. 5:25) mmmm GNPA (Rs bn) NNPA (Rs bn)
——GNPA (%, RHS) ———NNPA (%, RHS)
500.0 + 9.0
Major proportion of slippages 450.0 8.0
were from below investment 400.0 7.0
350.0
grade corporates 6.0
300.0
5.0
250.0 0
Retail slippages moderated to 200.0 3'0
~Rs 6.6bn vs. Rs 8.8bn QoQ 150.0 '
100.0 2.0
50.0 1.0
g8 gdgdd3ddg3ddgd 3 AL 02288855558¢8
] . T T T T T T e T T e e e T E E E E E E E E E I E I E i
Provision coverage against g g g g g g g g g g g g 9 g 9 g g g 9 g g g 9 g g g g g
the 12 IBC accounts was
~56.5% at the end OfZQ Source : Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research

The bank has an exposure of Asset Quality Movement

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q

RSO3 /ODBIRIURRS Rs bn FY15  FY15  FY15  FY15 FY16 FY16  FY16  FY16 FY17 FY17  FY17  FY17  FY18  FY18
13'84,5" non fund-based) to Opening 1051 1084 1155 130.8 150.9 1514 1586 2115 2622 2719 3255 3809 4255 4315
B2 GG @ L s Additions  12.0 167 228 326 167 224 654 700 825 803 704 1129 498  46.7
holds provisions of 31.5% Recovery

36 44 51 65 54 71 50 78 79 80 63 141 278 103
/ Upgrade
w/0 39 54 24 60 108 81 69 15 662 224 88 541 161  23.0

Closing 109.5 1154 130.8 150.9 1514 158.6 212.1 272.2 270.6 321.8 380.9 425.5 431.5 444.9
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Peer Valuations

ICICI BANK : RESULTS REVIEW 2QFY18

Mcap CMP . TP ABV (Rs) P/E (x) P/ABV (x) ROAE (%) ROAA (%)
BANK Rating

(Rsbn)  (Rs) (Rs) | FY18E FY19E FY20E| FY18E FY19E FY20E| FY18E FY19E FY20E| FY18E FY19E FY20E| FY18E FY19E FY20E
KMB # 1,958 1,029 BUY 1,178 181 205  235| 374 310 245| 477 411 3.49| 139 133 145| 189 1.89 194
ICICIBC# | 1,932 302 BUY 364 114 134 151 145 124 102 196 155 138 10.5 10.8 95/ 120 119 1.18
AXSB 1,167 487 NEU 504 199 234 271 313 161 116| 245 209 1.80 6.5 11.7 145| 0.58 099 1.16
1B 969 1,629 BUY 1,809 382 444 521 275 224 180| 427 367 3.13| 162 173 185| 1.79 1.80 1.81
FB 233 120 BUY 137 59 65 72| 221 172 139| 2.05 1.86 1.67 99 105 119 0.84 091 0.97
CUB 105 159 BUY 196 56 66 77| 178 154 13.1| 2.83 242 207| 153 153 155| 156 156 1.53
DCBB 55 177 BUY 214 78 88 99| 208 165 13.6| 226 2.02 1.80| 109 111 122| 097 1.02 1.02
SBIN # 2,681 311 BUY 357 117 157  181| 16.2 117 87| 187 139 1.20 5.8 7.0 8.8| 037 044 053
BOB 402 174 BUY 206 102 144  172| 212 138 103| 172 121 1.02 5.1 7.4 9.2| 027 039 047
AUSFB 168 590  NEU 530 75 87 102| 607 466 343| 790 6.79 578 130 149 175| 162 157 171
Equitas 49 144  NEU 160 64 67 73| 892 362 20.7| 221 2.05 1.98 2.4 5.7 93| 054 111 1.49
Ujjivan 39 323 BUY 378 147 164  187| 1969 187 13.8| 220 197 172 1.1 111 133| 022 195 213

Source: Company, HDFC sec Inst Research, # Adjusted for embedded value of subs
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Income Statement

ICICI BANK : RESULTS REVIEW 2QFY18

Balance Sheet

(Rs bn) FY16 FY17 FY18E FY19E FY20E (Rs bn) FY16 FY17 FY18E FY19E FY20E
Interest Earned 527.4 541.6 581.0 655.6 742.9 SOURCES OF FUNDS
Interest Expended 315.2 324.2 349.2 388.2 442.4 Share Capital 11.6 11.7 12.8 12.8 12.8
Net Interest Income 212.2 217.4 231.8 267.4 300.5 Reserves 885.7 987.8 11,0541 1,1219 1,202.1
Other Income 153.2 195.0 166.1 159.3 168.2 Shareholders' Funds 897.3 999.4 11,0669 1,134.8 1,214.9
Fee Income (CEB) 74.6 80.3 86.5 97.0 109.4 Savings 1,342.3 1,7184 2,062.1 2,412.6 2,846.9
Treasury Income 38.0 86.2 47.6 25.5 17.5 Current 588.7 749.8 806.1 886.7 1,019.7
Total Income 365.5 412.4 397.9 426.7 468.7 Term Deposit 2,283.3 2,432.2 26754 2,996.4  3,565.8
Total Operating Exp 126.8 147.6 162.7 181.3 200.4 Total Deposits 4,214.3 4,9004 5,543.5 6,295.7 7,432.3
Employee Expense 50.0 57.3 63.9 70.7 79.9 Borrowings 1,748.1 1,475.6 1,608.6 1,818.2 2,056.1
PPOP 238.6 264.9 235.1 245.4 268.2 Other Liabilities 347.3 342.5 376.6 414.2 455.5
Provisions & Contingencies 116.7 152.1 120.0 114.1 105.1 Total Liabilities 7,207.0 7,717.9 8,595.6 9,662.9 11,158.9
Prov. For NPAs (Incl. Std Prov.) 75.1 150.3 120.0 114.1 105.1
PBT 122.0 112.8 115.2 131.3 163.2 APPLICATION OF FUNDS
Provision For Tax 24.7 14.8 17.3 23.0 40.8 Cash & Bank Balance 598.7 757.1 824.6 963.7 1,216.6
PAT 97.3 98.0 97.9 108.3 122.4 Investments 1,604.1 1,615.1 1,883.5 2,080.0 2,373.4
Source: Bank, HDFC sec Inst Research G-Secs 1,106.5 1,125.1 1,385.9 1,573.9  1,858.1
Advances 43526 4,6423 51479 58416 6,751.0
Fixed Assets 75.8 78.1 80.0 82.0 84.1
Other Assets 575.7 625.3 659.5 695.7 733.9
Total Assets 7,207.0 7,7179 8,595.6 9,662.9 11,158.9

Source: Bank, HDFC sec Inst Research

Page | 9



E- HDFC securities

INSTITUTIONAL RESEARCH
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Key Ratios

FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY19E FY20E
VALUATION RATIOS ASSET QUALITY
EPS (Rs) 16.7 16.8 15.3 16.9 19.1 Gross NPLs (Rs bn) 262.2 421.6 448.3 402.8 377.6
Earnings Growth (%) (13.0) 0.8 (0.1) 10.6 13.0 Net NPLs (Rs bn) 129.6 252.2 241.1 180.3 158.2
BVPS (Rs) 154.3 171.6 166.5 177.1 189.6 Gross NPLs (%) 5.82 9.08 8.71 6.90 5.59
Adj. BVPS (Rs) 113.0 110.6 113.6 134.4 151.1 Net NPLs (%) 2.98 5.43 4.68 3.09 2.34
ROAA (%) 1.42 1.31 1.20 1.19 1.18 Slippages (%) 4.06 7.46 4.00 3.25 2.70
ROAE (%) 111 10.0 10.5 10.8 9.5 Coverage Ratio (%) 50.6 40.2 46.2 55.3 58.1
P/E (x) 149 13.9 14.5 12.4 10.2 Provision/Avg. Loans (%) 1.8 3.3 2.5 2.1 1.7
P/ABV (x) 2.20 2.11 1.96 1.55 1.38  ROAA TREE
P/PPOP (x) 1.5 1.3 1.6 1.6 1.4 Net Interest Income 3.11% 2.91% 2.84% 2.93%  2.89%
Dividend Yield (%) 1.7 1.5 1.5 1.9 2.0 Non-interest Income 2.24% 2.61% 2.04% 1.74% 1.62%
PROFITABILITY Treasury Income 0.56% 1.16% 0.58% 0.28% 0.17%
Yield On Advances (%) 9.47 8.81 8.66 8.75 8.71 Operating Cost 1.86% 1.98% 2.00% 1.99% 1.93%
Yield On Investment (%) 6.67 7.07 7.00 6.95 6.90 Provisions 1.71% 2.04% 1.47% 1.25% 1.01%
Cost Of Funds (%) 5.58 5.26 5.16 5.09 5.03 Provisions For NPAs 1.06% 1.97% 1.44% 1.21% 0.97%
Cost Of Deposits (%) 5.50 5.02 4.80 4.77 4.71 Tax 0.36% 0.20% 0.21% 0.25%  0.39%
Core Spread (%) 3.89 3.55 3.50 3.67 3.69 ROAA 1.42% 1.31% 1.20% 1.19% 1.18%
NIM (%) 3.56 3.35 3.26 3.33 3.28 Leverage (x) 8.03 7.87 7.89 8.29 8.86
OPERATING EFFICIENCY ROAE 11.43% 10.33% 9.48% 9.84% 10.42%
Cost/Avg. Asset Ratio (%) 1.9 2.0 2.0 2.0 1.9  Source: Bank, HDFC sec Inst Research
Cost-Income Ratio (Ex. Treasury) 38.7 45.2 46.5 45.2 444
BALANCE SHEET STRUCTURE
Loan Growth (%) 12.3 6.7 10.9 13.5 15.6
Deposit Growth (%) 16.6 16.3 131 13.6 18.1
C/D Ratio (%) 103.3 94.7 92.9 92.8 90.8
Equity/Assets (%) 12.5 12.9 12.4 11.7 10.9
Equity/Advances (%) 20.6 21.5 20.7 194 18.0
CASA (%) 45.8 50.4 51.7 52.4 52.0
Capital Adequacy Ratio (CAR, %) 16.6 17.4 16.5 15.3 14.1
W/w Tier | CAR (%) 13.1 14.4 13.8 13.0 121
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Date CMP Reco Target
8-Nov-16 279 BUY 312
2-Feb-17 238 BUY 312
13-Apr-17 281 BUY 333
4-May-17 273 BUY 345
10-Jul-17 290 BUY 317
28-Jul-17 309 BUY 338
9-Oct-17 272 BUY 357
28-Oct-17 302 BUY 364

Rating Definitions

BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have
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Any holding in stock -No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon
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. All such information and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their
securities mentioned herein are not intended to be 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.
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who 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 HSL or its affiliates to any registration or licensing requirement
within such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced,
distributed or published for any purposes without prior written approval of HSL.

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.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or
lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, 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 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.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other
deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

HSL 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.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or
co-managing public offerings, Corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL 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 HSL nor
Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or
brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022)
2496 5066
Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE-INB/F/E 231109431, BSE-INB/F 011109437, AMFI Reg. No. ARN: 13549, PFRDA Reg. No. POP: 04102015, IRDA Corporate Agent License No.: HDF 2806925/HDF
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Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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