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Indusind Bank Ltd. Robust balance sheet growth
CMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR1,597 INR 1,861 16.5% 963,975 Buy Banking

Result highlights

* Advances grew 28.6% YoY/7.6% QoQ in Q4FY19, driven by both consumer finance loans and corporate sector lending which grew by 27% YoY and
20% YoY, respectively in Q4 FY19.

» Deposit mobilization remained robust with growth of 28.5% YoY/10.9% QoQ. CASA grew a healthy 26% YoY in Q4 FY19.

* Nllstood at INR 2,232 Cr recording a growth of 11.2% YoY/ down 2.4% QoQ while NIMs stood at 3.57%, a decline of 48 bps YoY/ 31 bps QoQ.

* The bank has provided for INR 1,561 Cr of net provisions during the quarter, up 365% YoY/ 157% QoQ; impacted due to a one-off de-recognition of
interest & provisioning of INR1,273 Cr with respect to exposure to infrastructure sector

* Interms of Asset quality, GNPAs at 2.1%, increased by 93 bps YoY [ +97 bps QoQ; while NNPAs at 1.21% was 70/62 bps higher on YoY/QoQ basis

*  Overall, PAT at INR 360 Cr was down by 62.2% YoY/down 63.4% QoQ in Q4FY19. Excluding the one-off impact, PAT grew by 25% YoY/+3% QoQ.

* The Board declared a dividend of INR 7.50 per equity share of face value of INR10 for FY19.

MARKET DATA KEY FINANCIALS
Shares outs (Mn) 603
Equity Cap (INR Mn) 266,750 NII 6,063 7,498 8,846 10,391 12,042
Mkt Cap (INR Mn) 963,975 PPOP 5,451 6,657 8,088 9,444 11,001
52 Wk H/L (INR) 2038/1333 PAT 2,868 3,607 3,301 4,698 6,025
EPS . 60.0 . . .
Volume Avg (3m K) 3,044 47-95 9 54.77 77-95 99.97
NIM 4.0% 4.0% 3.8% 3.6% 3.3%
Face Value (INR) 10
Advances Growth 27.9% 28.2% 28.6% 25.0% 25.0%
BIoomberg Code IIBIN Source: Company, KRChoksey Research

Robust growth in both lending and deposit mobilization

SHARE PRICE PERFORMANCE
Indusind Bank’s core business reflected robust balance sheet growth with advances increasing by

28.6% YoY in Q4FY19 while the deposit mobilization remained strong growing 28.5% YoY. With CASA
growing 26% YoY in Q4FY19 and its share at ~43%. The growth in loan book was seen across both the

440 corporate (+20% YoY) and consumer finance segment (+27% YoY) in Q4FY19. The microfinance lending
business saw a much faster growth of 227% YoY in Q4 FY19 (+80% QoQ; but currently accounts for only
~7% of total advances). The bank is gradually shifting its focus towards the high margin retail/consumer
lending which offer higher yields (~14% in Q4 FY19) and less riskier (INR585 Cr provisions) compared to

310 corporate lending segment with vyields (~9.0% in Q4 FY19) and carries higher risk (INR 2134 Cr
provisions).

Double digit growth in PPOP; well supported by fee income; NIMs under pressure

180
W During Q4FY19, PPOP increased 16.9% YoY/ (down 2.3% QoQ) to INR 2,068 Cr. NIl stood at INR 2,232 Cr

recording a growth of 11.2% YoY/ down 2.4% QoQ while NIMs stood at 3.57%, a decline of 48 bps YoY/ 31
bps QoQ. Fee Income grew 29% YoY (+6% QoQ) and the bank generated significant fee income from
50 both consumer lending (especially loan processing & forex income) and the corporate side

‘r.% ‘g = é % Tg ‘r% (investment banking fees from loan syndication and structured finance).
= z = z = z = Asset quality concerns addressed after the one-off provisioning; renewed focus on Retail business
Indusind Bank —— Nifty 50 The bank provided INR1,561 Cr provisions during Q4 FY19 and a total of INR3,947 Cr in FY19. Out of
these the infra sector exposure which was entirely taken into NPA accounts constituted INR 3,000 Cr
MARKET INFO for FY19 and INR 1,273 Cr in Q4 FY19. The bank’s exposure to all other industries in the corporate loan
segment remained at standard levels. According to the company, the SMA 1 category NPA stood at
SENSEX 39,110 0.32% and SMA 2 category NPA at 0.34% of total loans (excl. the infra sector exposure). The

management showed good resolve in containing corporate loan exposures and has renewed its focus
NIFTY 1,737 towards consumer lending. In fact, retail franchisee expanded with 107 new branches being opened in
Q4 FY19 alone. This shift towards retail/consumer lending is expected to help improve its overall asset
quality as the GNPA for consumer finance lending stood at a mere 1.18% at the end of Q4 FY19.

SHARE HOLDING PATTERN (%)

Particulars Mar-19 Dec 18 Sep 18

Promoters 16.8 16.79 16.74

Flls 53.53 53.65 52.2

DllIs 9.75 10.03 10.21

Others 19.92 19.53 20.85 NIl CAGR between FY19 and PAT CAGR between FY19 and
Total 100 100 100 FY21E FY21E
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Result Update - Q4FY19

Key Con-call Highlights: (i) The bank remains confident of maintaining income from different sources as per current year, i.e. retail 45%, corporate
45% and the rest 10% from fee & trading income in FY2o0. (ii) The bank stated that the bulk provision of infra sector which was provided for entirely as
per RBI guideline, there are no new slippages during the year into the SMA1 and SMA 2 category of NPAs. (iii) The bank has provided 1.9% of their
loan book which are their total exposure towards the housing, diversified and media sector, apart from the infra sector NPA. However, the bank also
stated that the accounts in these 3 sectors remain in the standard asset category in the books as of date. (iv) The Management attributed the IL&FS
NPA for the higher provisioning that led to shrinking of the bottom-line in Q4 FY19. The bank stated that the GNPA excl. the IL&FS would have been
at 1.03% and the NNPA excl. IL&FS would have been 0.48%. (v) Guidance: The management expects to maintain the advances growth at current 28%
YoY, and deposits to grow by +20% YoY in FY20. The management intends to bring the C/I ratio down to 42% in FY20 from current levels of 43-44%
while maintaining the Cost of Funds low (below 6% in Q4 FY19). Management expects NIM’s to remain at 3.85-3.90% in FY20 while the bank intends
to strengthen its retail presence with a target number of branches of 2,000 by FY20. Management also stated that the acquisition of Bharat
Financial remains on course to be completed in FY20.

Valuation and view

We expect Indusind Bank to deliver NIl growth of average 17% YoY in FY20E/FY21E on back of its renewed focus towards retail business (network of
1,665 branches and 2,545 ATMs with 107 new branches opened in Q4 FY19). The bank is expected to grow its core business at 20-25% in the next few
years and higher fee income growth of +20% annually is expected to continue. The bank’s deposits/source of funds are also expected to keep pace
with lending on back of its expanding retail franchisee, there by limiting any material NIM contraction. While Asset quality risks remain high, the
renewed focus on high margin retail lending and improvement in Cost/Income side should support overall earnings growth; expected CAGR of 35%
for FY19/21. Indusind Bank is currently trading at a P/Adj.BV multiple of 3.2x/2.7x on FY20E/FY21E adj. book value and we expect the premium
valuation of the bank on the back of its strong growth prospects and improving ROE outlook. We apply a P/Adj.BV multiple of 3.35x to the FY21 ad;.
BVPS of INR 556 to arrive at a target price of INR 1,861 per share, an upside of 16.5% over the CMP. Accordingly, we assign a “Buy” rating on the
shares of Indusind Bank.

KEY FINANCIALS
Exhibit 1: Profit & Loss Statement

Interest Income 14,406 17,281 22,261 24,529 27,053
Interest Expense 8,343 9,783 13,415 14,138 15,010
Net Interest Income 6,063 7,498 8,846 10,391 12,042
Non interest income 4,171 4,750 5,647 6,098 6,708
Operating income 10,234 12,248 14,493 16,489 18,751
- Employee expense 1,521 1,781 1,854 2,039 2,243
- Other operating expense 3,262 3,810 4,551 5,006 5,507
Operating Expense 4,783 5,591 6,405 7,045 7,750
PPOP 5,451 6,657 8,088 9,444 11,001
Provisions 1,091 1,176 3,108 2,303 1,842
PBT 4,360 5,481 4,981 7,141 9,159
Tax Expense 1,492 1,875 1,679 2,444 3,134
PAT 2,868 3,607 3,301 4,698 6,025
Diluted EPS (INR) 47.95 60.09 54.77 77-95 99.97

Source: Company, KRChoksey Research
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Exhibit 2: Balance Sheet

INR Crores
Source of Funds
Share capital 598 600 603 603 603
Reserves & Surplus 20,033 23,227 26,072 30,318 35,891
Networth 20,631 23,827 26,675 30,921 36,493
ESOP 15 15 1 14 16
Borrowings 22,454 38,289 47,321 58,761 74,039
Deposits 1,26,572 1,51,639 1,94,868 2,40,166 2,97,806
Other liabilities & provisions 8,976 7,856 8,944 10,064 11,071
Total Equity & Liabilities 1,78,648 2,21,626 2,77,819 3,39,926 4,19,425
Uses of Funds
Cash & Balances w/ RBI 7,749 10,962 9,961 11,905 13,373
Balances w/ banks & others 10,880 2,253 4,822 3,865 4,445
Investments 36,702 50,077 59,266 72,050 89,342
Loans & advances 1,13,081 1,44,953 1,86,394 2,32,992 2,91,240
Fixed assets 1,335 1,339 1,710 1,881 2,069
Other assets 8,902 12,041 15,666 17,233 18,956
Total Assets 1,78,648 2,21,625 2,77,819 3,39,926 4,19,425
Source: Company, KRChoksey Research
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Exhibit 3: Ratio Analysis
Key Ratio FY17 FY18 FY19 FY20E FY21E

Growth Rates

Advances (%) 27.9% 28.2% 28.6% 25.0% 25.0%
Deposits (%) 36.1% 19.8% 28.5% 23.2% 24.0%
Total assets (%) 25.0% 24.1% 25.4% 22.4% 23.4%
NI (%) 34.2% 23.7% 18.0% 17.5% 15.9%
Pre-provisioning profit (%) 31.6% 22.1% 21.5% 16.8% 16.5%
PAT (%) 25.4% 25.8% -8.5% 42.3% 28.3%
B/S Ratios

Credit/Deposit (%) 89.3% 95.6% 95.7% 97.0% 97.8%
CASA (%) 36.9% 44.0% 44.0% 46.4% 48.2%
Advances/Total assets (%) 63.3% 65.4% 67.1% 68.5% 69.4%
Leverage - Total Assets to Equity 8.66 9.30 10.42 10.99 11.49

Operating efficiency

Cost/income (%) 46.7% 45.6% 44.2% 42.7% 41.3%
Opex/total assets (%) 2.9% 2.5% 2.3% 2.1% 1.9%
Opex/total interest earning assets 3.4% 3.1% 2.8% 2.5% 2.2%
Profitability

NIM (%) 4.0% 4.0% 3.8% 3.6% 3.3%
ROA (%) 1.6% 1.6% 1.2% 1.4% 1.4%
RoOE (%) 13.9% 15.1% 12.4% 15.2% 16.5%

Asset quality

Gross NPA (%) 0.9% 1.2% 2.1% 2.0% 1.9%
Net NPA (%) 0.4% 0.5% 1.2% 1.1% 1.0%
PCR (%) 58.4% 56.3% 43.0% 45.0% 45.0%
Slippage (%) 1.6% 3.0% 1.2% 1.2% 1.0%
Credit cost (%) 0.7% 0.7% 1.0% 0.8% 0.5%

Per share data / Valuation

EPS (INR) 47.95 60.09 54.77 77-95 99.97
BVPS (INR) 344.91 396.97 442.60 513.04 605.51
ABVPS (INR) 337.58 384.55 405.29 470.54 555.67
P/E (x) 29.72 29.90 27.73 19.49 15.19
P/BV (x) 4.13 4.53 3.43 2.96 2.51
P/ABV (x) 4.22 4.67 3.75 3.23 2.73
Source: Company, KRChoksey Research
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Buy More than 15%
Accumulate 5% —15%
Hold 0-5%
Reduce -5% -0
Sell Less than - 5%

ANALYST CERTIFICATION:

I, Parvati Rai (MBA-Finance, M.com), Head Research, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s)
in this report.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.
The information and opinions in this report have been prepared by KRCSSPL 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 KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the
information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular security has been
suspended temporarily and such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an advisory capacity to
this company, or in certain other circumstances.

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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and marketing team,
dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing
these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research do not serve as an officer, director or employee of the companies mentioned in the report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other Jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject KRCSSPL and affiliates to any registration or licensing requirement within such
jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come
are required to inform them of and to observe such restriction.
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