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August 18, 2020 

CMP: | 63  Target: | 70 (11%)     Target Period: 12 months  

Indian Bank (INDIBA) 

 HOLD 

 

Integration in focus; better placed on asset quality 

Indian Bank reported its first quarter of merged numbers with Allahabad 

Bank. The amalgamation of the bank came into effect on April 1, 2020. The 

bank reported a steady performance on business growth but higher 

provisioning arrested PAT growth. 

The bank had customers who have two months of their instalments unpaid 

(for May, June 2020) or have paid zero or one instalment at 7% of total loan 

book (overall morat at ~23%), which is relatively less compared to peers. 

Provisioning for the quarter was elevated at | 2139 crore, up 18.6% YoY 

mainly on the back of 100% provisions for two fraud accounts at | 1133 

crore. The bank provided | 112 crore for Covid-19 in the quarter. Total Covid 

provisions held as on June 2020 were at | 632 crore (~17 bps of advances). 

On the back of standstill asset classification benefit, fresh slippages drooped 

86.8% YoY to | 523 crore with majority of the slippages attributable to the 

corporate book. Absolute GNPA stood at | 39965 crore with GNPA ratio at 

10.9%. Total NCLT exposure stood at | 27798 crore to which the bank has 

maintained PCR at 91%. 

Advances growth decelerated to ~5% YoY to | 3.7 lakh with steady growth 

in retail credit at 11% YoY to | 60529 crore. Corporate advances grew 6% 

YoY to | 167977 crore. Foreign advances slumped 14% YoY to | 8918 crore. 

NII was up 17% YoY to | 3874 crore on account of steady credit growth and 

margins. NIMs came in at 2.83% vs. 2.87% in Q1FY20. Higher provisioning 

marred earnings trajectory with PAT de-growing 33% YoY to | 369 crore. 

Focus to remain on merger, business growth to take backseat 

The ongoing merger process coupled with uncertain macro-economic 

condition would entail muted business traction for the bank. We expect 

advances to grow at ~5% CAGR to FY21-22E to | 375653 crore. Though 

probability of delinquency shock cannot be ruled out in near term as 

integration process moves ahead. However, PCR at 80.5% and 7% advances 

availing moratorium in true sense (not paid 2 recent instalments) makes the 

bank better placed on asset quality compared to peers. Ageing of stressed 

asset to keep near term credit cost higher. Therefore, we expect PAT to 

gradually pick up to | 2537 crore in FY22E. 

Valuation & Outlook 

Integration process and current uncertain economic condition are seen 

keeping business momentum moderate. Better repayment trend by 

customers would keep restructuring at minimum level. High PCR at 80.5% 

& adequate CaR at 13.4% remain positive. Though long-term fundamentals 

look healthy, near term earnings would remain muted led by elevated credit 

cost on the back of ageing stressed asset. Expect gradual improvement in 

RoA, RoE to 0.4%, 6.6%, respectively, in FY22E. Given slower growth seen 

ahead, we maintain HOLD rating with a revised target price of | 70 (earlier | 

50), valuing the stock at 0.4x FY22E ABV. 
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| cro re F Y18 F Y19 F Y20 F Y21E F Y22E C AG R  (F Y20-22E )

NII 10996 7018 7606 14937 15993 45%

P P P 8439 4881 6498 9974 10918 30%

P AT -3415 322 753 1153 2537 83%

AB V  (|) 90.8 262.2 261.3 164.0 183.2

P /E NA 0.0 0.0 4.1 1.9

P /AB V 0.9 0.2 0.2 0.3 0.2

R oA (0.7)                     0.1                            0.3                            0.3                            0.4                            

R oE -11.3 1.3 3.6 3.9 6.6
 

Source: Company, ICICI Direct Research 
FY21 & FY22 estimates are on a merged basis 

 Key Financial Summary 

 

 

Particulars 
 

P articu lars Am o u n t

Marke t C apita lisa tion  | 7025 C rore  

G NP A (Q 1F Y21)  | 39965 crore  

NNP A (Q 1F Y21)  | 12755 crore  

NIM (Q 1F Y21)                         2.83 

52 week H /L  203/42 

Net Worth (| crore ) 36053 crore

F ace  va lue  | 10 

D II Ho ld ing (% )                           4.1 

F II Ho ld ing (% )                           1.0 
 

 
 

Key Highlights 

 Full provision on two accounts at  

| 1133 crore, led credit cost to remain 

elevated 

 Business growth to remain muted 

with focus on integration 

 Moratorium at 7%, PCR at 80% 

provides comfort on asset quality 

 Maintain HOLD with revised target 

price of | 70 (earlier | 50) 
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Exhibit 1: Variance Analysis 

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

NII 3,874 3,320 16.7 3,321 16.7 S teady margins and advances growth led to  traction in NII

NIM (% ) 2.8 2.9 -4 bps 2.7 16 bps Margins remain broadly stable

O ther Income 1,327 1,119 18.6 1,728 -23.2 Fee income & recovery remin muted. Treasury came strong

Net Tota l Income 5,201 4,439 17.2 5,049 3.0

S ta ff cost 1,654 1,332 24.2 1,534 7.8

O ther O pera ting E xpenses 794 869 -8.7 1,113 -28.7

P P P 2,753 2,238 23.0 2,402 14.6

P rovision 2,139 1,804 18.6 3,186 -32.9 Full provision on 2 fraud account worth | 1133 crore

P B T 614 434 41.4 -784 -178.3

Tax O utgo 245.0 -63.0 NM 857.0 -71.4

P AT 369.3 497.3 -25.7 -1,641.0 NM Better operating performance offset increase in provision

K ey Metrics

G NP A 39,965.0 42,215.0 -5.3 41,998.0 -4.8
Fresh slippages remained muted at | 523 crore due to standstill 

asset classification

NNP A 12,754.7 15,051.0 -15.3 14,272.0 -10.6 Continued improvement in PCR at 80.5%

Tota l R estructured asse ts 2,631.0 2,631.0 0.0 2,631.0 0.0

Advances 3,66,787.0 3,49,038 5.1 3,68,664 -0.5 Retail remain as focus area from advance growth perspective

D eposits 4,89,109.0 4,54,533 7.6 4,88,835 0.1 CASA remains steady with minimum dependence on bulk deposit  
 

 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in Estimates 

(| C ro re) O ld New %  C h an g e O ld New %  C h an g e

Net Inte rest Income 7,947 14,937 88.0 8,553 15,993 87.0

P re  P rovision P rofit 5,172 9,974 92.8 5,611 10,918 94.6

NIM (% ) 2.7 2.7 -4 bps 2.8 2.7 -8 bps

P AT 875 1,153 31.7 1,371 2,537 85.0

AB V  (|) 281.2 164.0 -41.7 323.1 183.2 -43.3

F Y21E F Y22E

 

 

New estimates are on merged basis, therefore, earlier estimates are not comparable 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumptions 

F Y19 F Y20 F Y21E F Y22E F Y21E F Y22E

C redit growth (% ) -41.3 9.2 77.4 7.0 1.0 4.8

D eposit G rowth (% ) -42.6 7.5 97.2 6.0 5.0 5.5

NIM C a lcula ted (% ) 2.7 2.7 2.7 2.7 2.7 2.8

C ost to  income ra tio  (% ) 45.2 40.5 49.9 49.1 50.9 50.3

G NP A (| crore ) 13,353 14,151 41,963 44,061 15,283 15,795

NNP A (| crore ) 6,793 6,184 13,418 13,821 6,493 6,656

C redit cost (% ) 2.5 2.6 2.4 2.0 2.0 1.8

E arlierC u rren t

 
 

 

 

New estimates are on merged basis, therefore, earlier estimates are not comparable 

Source: Company, ICICI Direct Research 
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Story in Charts 

Exhibit 4: Merger process seen keeping pace of growth moderate in near term 
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Source: Company, ICICI Direct Research 

Q3FY19, FY19, Q2FY20 & Q3FY20 numbers are on a standalone basis 

 

Exhibit 5: Margins to remain stable 
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Source: Company, ICICI Direct Research 

FY21 and FY22 estimates are on a merged basis 

 

Exhibit 6: Asset quality to remain under watch in near term 
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Source: Company, ICICI Direct Research 

Q2FY20 & Q3FY20 numbers are on a standalone basis 
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Exhibit 7: Gradual pick-up seen in return ratios post FY21E 
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Source: Company, ICICI Direct Research 

FY21 and FY22 estimates are on a merged basis 

 

 

Exhibit 8: Shareholding Pattern 

Ju n -19 S ep -19 D ec-19 Mar-20 Ju n -20

P romoter 79.6 79.62 83.46 83.46 88.06

F II 4.2 4.1 2.7 2.28 0.95

D II 10.9 10.45 7.8 6.51 4.08

O thers 5.3 5.83 6.04 7.75 6.91  
 

Source: Company, ICICI Direct Research 

 

 

 

Exhibit 9: Price Chart 

                             
 

Source: Company, ICICI Direct Research 
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Financial summary   

Exhibit 10: Profit and loss statement                              | crore 

(Year-en d  March ) F Y19 F Y20 F Y21E F Y22E

Inte rest E a rned 19,185   21405 40266 42826

Inte rest E xpended 12,167   13799 25329 26834

Net Inte rest Income 7,018      7606 14937 15993

%  growth -36.2 8.4 96.4 7.1

Non Inte rest Income 1883 3312 4963 5455

Net Income 8,901      10919 19900 21448

O pera ting C ost 4020 4421 9926 10530

O pera ting Income 4,881      6498 9974 10918

P rovisions 4596 5125 8426 7513

P B T 284         1,373      1548 3405

Taxes -38 619 395 868

Net P rofit 322.0 753 1153 2537
 

 

 

Source: Company, ICICI Direct Research 

Based on data availability, FY21 and FY22 estimates are on a merged basis while FY19 and 

FY20 are standalone Indian Bank numbers  

 

 
 
 
 

Exhibit 11: Key Ratios 

(Year-en d  March ) F Y19 F Y20 F Y21E F Y22E

V a lua tion

No. of E quity S ha res 

(C rore )
48 61 113 113

E P S  (|) 6.7           12.4        10.2        22.5        

B V  (|) 403.7 362.8 259.0 305.7

AB V  (|) 262.2 261.3 164.0 183.2

P /B V 0.1 0.1 0.2 0.1

P /AB V 0.2 0.2 0.3 0.2

G NP A 7.1 6.9 11.1 10.9

NNP A 3.7 3.1 3.8 3.7

R oE 1.3 3.6 3.9 6.6

R O A 0.08 0.26 0.25 0.41

NIM 2.72 2.67 2.70 2.75
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 12: Balance sheet                                              | crore 

(Year-en d  March ) F Y19 F Y20 F Y21E F Y22E

S ources of F unds

C apita l 480 609 1129 1129

R eserves and S urplus 18908 21480 36112 38689

Networth 19389 22089 37241 39818

D eposits 242076 260226 513277 544073

B orrowings 12138 20830 31430 33001

O ther L iabilities & P rovisions 6463 6323 15989 17427

Tota l 280065 309468 597936 634320

Applica tions of F unds

F ixed Assets 3691 3896 7554 7781

Investments 64992 81242 165147 173405

Advances 181262 197887 351078 375653

O ther Assets 9829 20708 37413 44412

C ash  with R B I & ca ll money 11702 5736 36744 33070

Tota l 271477 309468 597936 634320
 

 

 

Source: Company, ICICI Direct Research 

Based on data availability, FY21 and FY22 estimates are on a merged basis while FY19 and 

FY20 are standalone Indian Bank numbers  

 

 

Exhibit 13: Key ratios                                                            (%) 

(Year-en d  March ) F Y19 F Y20 F Y21E F Y22E

Tota l asse ts -46.3 14.0 93.2 6.1

Advances -41.3 9.2 77.4 7.0

D eposits -42.6 7.5 97.2 6.0

Tota l Income -44.7 22.7 82.2 7.8

Net inte rest income -36.2 8.4 96.4 7.1

O pera ting expenses -47.5 10.0 124.5 6.1

O pera ting profit -109.4 33.1 53.5 9.5

Net profit NA NA NA -10.8

B ook va lue 76.9 -10.1 -28.6 18.0

E P S  (|) NA NA NA 120.0
 

 

Source: Company, ICICI Direct Research 
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Exhibit 14: 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 ) 47 52 Hold 21,763.0 1.2 1.8 5.8 39.8 NA NA 0.5 0.5 0.5 0.0 0.1 0.2 0.8 1.2 3.6

S ta te  B ank of India  (S TAB AN) 190 215 Hold 1,66,310 16.2 15.3 26.1 11.7 12.4 7.3 0.9 0.9 0.8 0.4 0.3 0.5 6.8 5.7 9.1

Indian B ank (IND IB A) 63 70 Hold 7,025 -27.2 8.5 13.0 -2.3 7.4 4.8 0.5 0.4 0.4 -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) 123 130 Hold 9,043 6.5 7.5 9.7 19.0 16.3 12.6 2.0 1.9 1.6 1.0 1.1 1.3 9.4 10.2 11.8

D eve lopment C redit B ank (D C B ) 83 90 Hold 2,577 10.9 11.1 12.4 7.6 7.5 6.7 0.9 0.8 0.7 0.9 0.8 0.8 11.4 10.2 10.1

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 52.1 65.4 23.0 21.2 16.9 3.6 3.3 3.0 1.9 1.7 1.9 16.4 15.7 17.5

Indusind B ank (IND B A) 472 400 Hold 27,461 63.7 33.7 52.2 7.4 14.0 9.0 1.0 1.0 0.9 1.5 0.8 1.1 13.5 6.8 9.4

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 17.7 25.2 12.2 12.4 8.7 2.4 2.2 1.8 3.9 2.9 3.4 22.1 17.8 21.7

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% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 
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Mumbai – 400 093 
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