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July 29, 2020 

CMP: | 29    Target: | 34 (17%)     Target Period:  12  months  

IDFC First Bank (IDFBAN) 

 BUY 

 

Walking on right path… 

IDFC First delivered a strong performance despite a challenging 

environment. Except moratorium in phase2 still high at 28%, the bank 

recorded an improvement on all parameters. 

The bank offered Morat 2 to 28% of its customers by value vs. 35% in Morat 

1. Around 23% is in retail assets including rural portfolio and 35% is in the 

wholesale financing portfolio. Provision was at | 764 crore, including | 375 

crore related to Covid-19 over and above | 225 crore done in Q4FY21. 

Asset quality witnessed a strong sequential improvement with GNPA & 

NNPA ratio improving ~61 bps and ~43 bps to 1.99% and 0.51%, 

respectively. Gross NPA of the retail loan book was at 0.87% vs. 1.77% as 

of March 31, 2020 and net NPA percentage of the retail loan book of the bank 

was at 0.24% vs. 0.67% as of March 31, 2020. Moratorium helped NPA ratio 

improvement. PCR has been improving in the last five quarters and has 

reached 74.93% from 64.53% in Q4FY20. 

NII grew 38% YoY to | 1,626 crore, up from | 1,174 crore in Q1FY20, up 4% 

QoQ. NIM rose to 4.53% in Q1FY21 from 3.01% in Q1FY20, up 4.24% QoQ. 

Funded assets fell QoQ to | 104050 crore from | 107400 crore. Within the 

same, wholesale book, as targeted, de-grew ~6.3% QoQ to | 37928 crore. 

Retail book grew 26% YoY but marginally fell QoQ at | 56043 crore. CASA 

accretion remained robust growing 145% YoY & CASA reached 33.7%. 

PAT for Q1FY21 was at | 94 crore as compared to loss of | 617 crore for 

Q1FY20 and profit of | 72 crore in Q4FY20, up 31% (QoQ). Other income 

declined 53% YoY. Cost to income ratio (excluding trading gains): 68.72% 

for Q1FY21 vs. 78.06% in Q1FY20 and 76.54% in Q4FY20. 

The bank has raised | 2000 crore via preferential share route at  

| 23.19/share. CRAR was at 15.03%, while CET1 ratio was at 14.53%. 

Balance sheet strengthens with PCR build-up 

The management’s strategy to restructure balance sheet thereby increasing 

proportion of retail asset and liabilities continued as planned earlier with 

retail assets forming 61% of assets. On liabilities, higher quarterly accretion 

of CASA, retail term deposit is enabling to improve margins. Retail deposits 

rose to | 39,872 crore, up 139% YoY. We expect CASA ratio + retail term 

deposits to hit 50% of borrowings in the medium term. Improvement in 

moratorium from ~35% to 28% is slow. The management kept its long term 

guidance unchanged with RoA at 1.4-1.6%, RoE of 13-15% in the next five 

to six years. 

Valuation & Outlook 

Prudent approach & providing adequately for lumpy stressed assets upfront 

adds to the confidence. Factoring in adequate provisions in wholesale 

stress, lower retail NPA and building up of Covid provision, balance sheet 

seems to be resilient in these tough times. Capital raising of | 2000 crore 

raised ability to absorb any near term shocks, though potentially delaying 

return ratio target. Thus, we value the bank at ~1.1x FY22E ABV with a 

revised target price of | 34. We maintain our BUY recommendation. 

  

 

Key Financial Summary 

ss

K ey F in an cials F Y19 F Y20 F Y21E F Y22E C AG R  (F Y19-22E )

Net profit (| crore ) (1,944)               (2,864)               385                   1,213                185.5                                        

E P S  (|) (3.4)                   (4.6)                   0.7 2.1 185.6

P /E  (x) NM NM NM 19.1

B V  (|) 38.1 31.9 31.1 33.1

P /B V  (x) 1.1 1.3 1.3 1.2

AB V  (|) 35.7 30.2 29.7 31.2

P /AB V  (x) 1.1 1.4 1.4 1.3

R oA (% ) (1.1)                   (1.3)                   0.2 0.7

R oE  (% ) (9.8)                   (13.1)                 2.3 6.7
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Am o u n t

Marke t C apita lisa tion | 9981 crore

Networth | 15343 crore

52 week H /L 51/18

E quity capita l |  4810 crore

F ace  va lue | 10

D II Ho ld ing (% ) 11.25

F II Ho ld ing (% ) 11.31
 

 
 

Key Highlights 

 The bank has provided | 375 crore for 

Covid-19 

 Total 28% of customers opted for 

moratorium 

 Total stressed pool reduced by to  

| 3195 crore. The bank has provided 

52% for the same 

 Maintain BUY recommendation with 

revised target price of | 34 
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Exhibit 1: Variance Analysis 

Q 1F Y21 Q 1F Y21E Q 1F Y20 Yo Y (% ) Q 4F Y20 Q o Q  (% ) C o m m en ts

NII 1,626 1,616 1,174 38.4 1,563 4.0
Improvement in margins continued with be tte r asse t mix and lower 

cost o f funds

NIM (% ) 4.5 3.3 3.0 10 bps 4.2 6.8
R estructuring of advances and liabilities led to  ~26 bps Q oQ  

improvement in margins to  4.5%

O ther Income 485 400 310 56.2 484 0.2 C ore  fee  income declined 53%  YoY

Net Tota l Income 2,111 2,016 1,485 42.1 2,047 3.1

S ta ff cost 443 407 361 22.7 364 21.9

O ther O pera ting E xpenses 776 904 806 -3.7 1,164 -33.3 L ockdown he lped lower cost

P P P 891.6 705.3 317.7 180.6 519.8 71.5

P rovision 764.1 470.6 1,280.8 -40.3 6,790.0 -88.7 P rovisions includes | 375 crore  re la ted to  C ovid-19.

E xceptiona l Items 0.0 0.0 0.0 -100.0 0.0 NM

P B T 127.5 234.6 -963.0 -113.2 -6,270.2 -102.0

Tax 34.0 59.8 -345.7 -109.8 35.8 -5.1

P AT 93.5 174.8 -617.3 -115.2 -6,306.1 -101.5
P rofitability continues to  take  a  to ll due  to  highe r provisioning due  to  

C ovid-19

K ey Metrics

G NP A 1,741.7 2,282.0 2,419.0 -28.0 2,279.6 -23.6

G ross NP A of the  R eta il L oan B ook was a t 0.87%  as compared to  

1.77%  as of March 31, 2020 and Net NP A %  of the  R eta il L oan B ook 

of the  B ank was a t 0.24%  as compared to  0.67%  as of March 31, 

2020. Mora torium he lped NP A ra tio  improvement

NNP A 436.6 809.0 1,216.0 -64.1 808.6 -46.0

Advances 1,04,050 1,04,588 1,12,558 -7.6 1,07,004 -2.8

D eposits 66,226 67,178 66,226 0.0 65,108 1.7
C AS A accre tion continued to  rema in robust with growth of 14%  Q oQ  

to  | 23491 crore  with C AS A ra tio  a t 353.7%
 

 

 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in estimates 

(| C rore ) O ld New %  C hange O ld New %  C hange

Net Inte rest Income 6,574.0 6,732.3 2.4 7,678.6 7,462.0 -2.8

P re  P rovision P rofit 2,487.2 2,961.8 19.1 3,128.7 3,240.9 3.6

NIM ca lcula ted (% ) 4.1 4.3 18 bps 4.4 4.4 4 bps

P AT -10.1 385.3 -3,899.4 764.1 1,213.1 58.8

AB V  (|) 29.1 29.7 2.2 30.2 31.2 3.4

F Y21E F Y22E

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumption 

F Y20 F Y21E F Y22E F Y21E F Y22E

C redit growth (% ) -0.8 12.0 13.0 12.0 13.0

D eposit G rowth (% ) -7.6 21.8 19.5 31.8 20.1

C AS A ra tio  (% ) 27.3 31.2 35.0 33.7 38.8

NIM C a lcula ted (% ) 3.8 4.3 4.4 4.1 4.4

C ost to  income ra tio  (% ) 71.4 64.2 64.6 70.5 68.1

G NP A (| crore ) 2,280 3,002 3,002 3,036 3,306

NNP A (| crore ) 809 816 1,064 823 880

C redit cost (% ) 5.0 2.6 1.5 2.6 1.9

E arlierC u rren t

 
 

 

Source: Company, ICICI Direct Research 

 

 

 

 



  

 

ICICI Securities | Retail Research  3 

  
ICICI Direct Research 

 

Result Update | IDFC First Bank 

Story in Charts 

Exhibit 4: Advances growth to remain healthy for FY22E 
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Source: Company, ICICI Direct Research 

 

Exhibit 5: Shift towards retail faster than anticipated 

48.6 46.8 43.1 40.5 36.8 36.5 35.1 31.2
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Source: Company, ICICI Direct Research 

 

Exhibit 6: Robust deposit accretion; well ahead of guidance 
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Source: Company, ICICI Direct Research 
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Exhibit 7: Asset quality concerns to remain an overhang 
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Source: Company, ICICI Direct Research 

The bank had earlier provided a watch list comprising stressed exposures. 

The total exposure to this stressed pool is stable QoQ at | 3195 crore with a 

provision cover of ~52%. Apart from this, exposure to telecom account at | 

3244 crore, which was being provided to the extent of 50% in Q3FY20 

remains at a standstill with provision cover of 50%. 

Exhibit 8: Margin improvement to sustain 
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Source: Company, ICICI Direct Research 

 

Exhibit 9: Return ratios to improve gradually 
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Source: Company, ICICI Direct Research 
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Exhibit 10: Shareholding Pattern 

(in  % ) Ju n -19 S ep -19 D ec-19 Mar-20 Ju n -20

P romoter 40.0 40.0 40.0 40.0 40.0

F II 13.8 16.4 15.1 13.6 11.3

D II 4.0 4.0 4.3 4.4 11.3

O thers 42.2 39.6 40.6 42.0 37.4  
 

 

Source: Company, ICICI Direct Research 

 

 

 

Exhibit 11: Price Chart 

                                   
 

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 12: Profit and loss statement                              | crore 

(| C ro re) F Y19 F Y20 F Y21E F Y22E

Inte rest E a rned 11,948       15,867       16,823       18,465       

Inte rest E xpended 8,749         10,232       10,091       11,003       

Ne t Inte rest Income 3,199         5,635         6,732         7,462         

G rowth (% ) 62              76              19              11              

Non Inte rest Income 852            1,722         1,531         1,702         

F ees and advisory 542            948            853            938            

Treasury Income 236            307            323            371            

O the r income 74              467            356            393            

Ne t Income 4,051         7,357         8,264         9,164         

E mployee  cost 1,118         1,528         1,780         1,952         

O the r opera ting E xp. 2,169         3,893         3,522         3,971         

O pera ting Income 764            1,937         2,962         3,241         

P rovisions 1,460         4,315         2,445         1,613         

P B T (696)           (2,379)        517            1,628         

E xceptiona l items 2,599.3      -             -             -             

Taxes (1,351)        486            134            423            

Ne t P rofit (1,944)        (2,864)        385            1,213         

G rowth (% ) (303)           47              (113)           215            

E P S  (|) (3.4)            (4.6)            0.7             2.1             
 

 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

Exhibit 13: Key Ratios                                 

F Y19 F Y20 F Y21E F Y22E

V a lua tion

No. of  sha res (crore ) 478.2         478.2         564.4         564.4         

E P S  (|) (3.4)            (4.6)            0.7             2.1             

D P S  (|) -             (0.4)            0.1             0.2             

B V  (|) 38.1           31.86         31.15         33.08         

AB V  (|) 35.7           30.2           29.7           31.2           

P /E NA NA NA 13.0           

P /B V 0.7             0.9             0.9             0.8             

P /AB V 0.8             0.9             0.9             0.9             

Yie lds & Margins (% )

Net Inte rest Margins 2.8             3.8             4.3             4.4             

Yie ld on asse ts 9.0             10.5           10.7           11.0           

Avg. cost on funds 7.9             7.4             7.1             7.4             

Yie ld on ave rage  advances 10.6           11.9           12.4           12.7           

Avg. C ost o f D eposits 7.5             7.1             6.6             6.6             

Q ua lity and E fficiency (% )

C ost to  income ra tio 72.5           71.4           64.2           64.6           

C redit/D eposit ra tio 155.2         151.3         140.1         134.9         

G NP A 2.5             2.7             3.1             2.8             

NNP A 1.3             0.9             0.9             1.0             

R O E (9.8)            (13.1)          2.3             6.693         

R O A (1.1)            (1.3)            0.2             0.7             

R WA/assets 68.0 70.0 71.0 72.0

R WA/ NW 16.0 13.3 14.4 14.3
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 14: Balance sheet                                               | crore 

(| C ro re) F Y19 F Y20 F Y21E F Y22E

S ources of F unds

C apita l 4,782         4,810         5,644         5,644         

R eserves and S urplus 13,417       10,533       11,935       13,027       

Ne tworth 18,199       15,343       17,579       18,671       

D eposits 70,478       65,108       79,317       94,804       

B orrowings 69,983       57,397       65,468       58,500       

O the r L iabilities & P rovisions 8,562         11,353       8,972         9,508         

Tota l 1,67,222   1,49,200   1,71,337   1,81,483   

Applica tion of F unds

F ixed Assets 950            1,038         1,075         1,183         

Investments 58,475       45,405       46,075       50,918       

Advances 86,302       85,595       95,867       1,08,329   

O the r Asse ts 17,344       13,783       6,508         (5,669)        

C ash  with R B I & ca ll money 4,150         3,380         6,527         7,176         

Tota l 1,67,222   1,49,200   1,56,052   1,61,936   
 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 15: Key ratios                                                            (%) 

(%  g ro wth ) F Y19 F Y20 F Y21E F Y22E

Tota l asse ts 32.3           (2.1)            4.7             5.9             

F unded asse t 109.7         (2.2)            3.9             15.0           

D eposit 46.7           0.3             12.2           19.5           

Tota l Income 47.7           18.7           2.5             9.9             

Ne t inte rest income 117.4         38.2           13.7           10.8           

O pera ting expenses 116.9         38.7           (1.9)            11.7           

O pera ting profit 14.4           46.1           36.8           9.4             

Ne t profit (271.7)        33.2           (117.6)        214.8         

Ne t worth 19.1           (16.3)          15.4           6.2             

E P S (222.2)        33              (115)           215            
 

 

 

Source: Company, ICICI Direct Research 
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Exhibit 16: ICICI Direct coverage universe (BFSI) 

C MP M C ap

(|) TP (|)R atin g (| C r) F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E

B ank of B a roda  (B ANB AR ) 50 65 Hold 22,756.3 -0.4 -1.9 -4.3 -113.4 NA NA 0.7 0.6 0.5 0.0 -0.1 -0.2 -0.3 -1.2 -2.5

S ta te  B ank of India  (S TAB AN) 193 250 B uy 1,66,310 16.8 24.2 33.7 11.5 8.0 5.7 1.1 1.0 0.9 0.4 0.6 0.7 7.6 11.0 13.2

Indian B ank (IND IB A) 46 50 Hold 2,810 -27.2 8.5 13.0 -1.7 5.4 3.5 0.3 0.3 0.3 -0.8 0.2 0.3 -11.6 3.5 5.1

Axis B ank (UTIB AN) 460 530 B uy 1,10,439 5.8 23.7 38.0 79.8 19.4 12.1 1.8 1.7 1.5 0.2 0.7 1.0 2.2 7.5 11.1

C ity Union B ank (C ITUNI) 133 171 B uy 8,711 8.7 10.1 11.4 15.3 13.2 11.6 2.1 1.8 1.6 1.4 1.4 1.4 12.6 13.0 13.0

D eve lopment C redit B ank (D C B ) 102 92 Hold 2,524 13.0 13.5 15.0 7.9 7.5 6.8 1.1 1.0 0.9 1.1 1.0 1.0 13.3 12.2 12.0

F edera l B ank (F E D B AN) 52 55 Hold 8,355 7.7 7.9 12.5 6.7 6.6 4.2 0.8 0.8 0.7 0.9 0.8 1.2 11.0 10.4 14.9

HD F C  B ank (HD F B AN) 1,103 1,320 B uy 6,03,467 47.9 48.5 66.3 23.0 22.8 16.6 3.6 3.4 3.1 1.9 1.6 1.9 16.4 14.6 17.9

Indusind B ank (IND B A) 472 400 Hold 27,461 69.5 55.8 82.0 6.8 8.5 5.8 1.0 0.9 0.8 1.6 1.2 1.6 14.4 10.1 13.4

Jammu & K ashmir B ank (JAMK AS ) 14 12 S e ll 671 -12.7 -0.1 -6.1 -1.1 NA NA 0.2 0.2 0.3 -0.7 0.0 -0.3 -10.1 -0.1 -4.9

K otak Mahindra  B ank (K O TMAH) 1,322 1,600 B uy 2,61,686 31.1 26.0 32.1 42.5 50.8 41.1 5.3 4.4 4.0 1.8 1.4 1.5 12.9 9.2 9.7

B andhan B ank (B ANB AN) 220 400 Hold 30,740 18.1 23.1 29.1 12.2 9.5 7.6 2.4 2.1 1.7 3.9 3.6 3.6 22.1 22.6 23.5

ID F C  F irst (ID F B AN) 29 34 B uy 10,221 -5.7 1.1 2.4 NA NA 12.1 1.0 1.0 0.9 -1.6 0.3 0.6 -15.9 3.4 7.0

P /AB V  (x) R o A (% ) R o E  (% )

S ecto r / C o m p an y

E P S  (|) P /E  (x)

 
 

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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