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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 T 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 toX 167977 crore. Foreign advances slumped 14% YoY to X 8918 crore.

NIl 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 X 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.

Key Financial Summary

Zcrore FY18 FY19 FY20 FY21E
NII 10996 7018 7606 14937
PPP 8439 4881 6498 9974
PAT -3415 322 753 1153
ABV (3 90.8 262.2 261.3 164.0
P/E NA 0.0 0.0 4.1
P/ABV 0.9 0.2 0.2 0.3
RoA (0.7) 0.1 0.3 0.3
RoE -11.3 1.3 3.6 3.9

Particulars
Market C apitalisation
GNPA (Q1FY21)
NNPA (Q1FY21)

g ICICI

Research
HOLD

Amount
%7025 Crore
339965 crore
12755 crore

NIM (Q1FY21) 2.83
52 week H/L 203/42
Net Worth (Zcrore) 36053 crore
Face value 10
DIIHolding (%) 4.1
FllHolding (%) 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 T 50)
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FY22E CAGR (FY20-22E)
15993 45%

10918 30%

2537 83%
183.2

1.9

0.2

0.4

6.6

Source: Company, ICICI Direct Research
FY21 & FY22 estimates are on a merged basis
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ﬂ Company Update | Indian Bank ICICI Direct Research
Exhibit 1: Variance Analysis

Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) Comments
NII 3,874 3,320 16.7 3,321 16.7 Steadymargins and advances growth led to traction in NII
NIM (% ) 2.8 2.9 -4bps 2.7 16 bps Margins remain broadly stable
Other Income 1,327 1,119 18.6 1,728 -23.2  Fee income & recovery remin muted. Treasury came strong
NetTotal Income 5,201 4,439 17.2 5,049 3.0
Staff cost 1,654 1,332 24.2 1,534 7.8
Other Operating E xpens 794 869 -8.7 1,113 -28.7
PPP 2,753 2,238 23.0 2,402 14.6
Provision 2,139 1,804 18.6 3,186 -32.9  Full provision on 2 fraud account worth | 1133 crore
PBT 614 434 41.4 -784  -178.3
Tax Outgo 245.0 -63.0 NM 857.0 -11.4
PAT 369.3 497.3 -25.7 -1,641.0 NM Better operating performance offset increase in provision
Key Metrics
GNPA 39.965.0 42.215.0 53 41.998.0 48 Fresh slipp‘a_ges‘ 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%
Total Restructured asset 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
Deposits 4,89,109.0 4,54,533 76 4,88,835 0.1 CASA remains steady with minimum dependence on bulk deposit

Source: Company, ICICI Direct Research

Exhibit 2: Change in Estimates

FY21E FY22E
(XCrore) oid New % Change old New % Change
NetInterest Income 7,947 14,937 88.0 8,553 15,993 87.0
Pre Provision Profi 5,172 9,974 92.8 5,611 10,918 94.6
NIM (%) 2.7 2.1 -4 bps 2.8 2.7 -8 bps
PAT 875 1,153 31.7 1,371 2,537 85.0
ABV (3 281.2 164.0 -41.7 3231 183.2 -43.3

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

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current E arlier

FY19 FY20 FY21E FY22E FY21E FY22E
C redit growth (%) -41.3 9.2 77.4 7.0 1.0 4.8
Deposit Growth (%) -42.6 7.5 97.2 6.0 5.0 55
NIM C alculated (%) 2.7 2.7 2.7 2.7 2.7 2.8
Costto income ratio (% 45.2 40.5 499 49.1 50.9 50.3
GNPA (Zcrore) 13,353 14,151 41,963 44,061 15,283 15,795
NNP A (Zcrore) 6,793 6,184 13,418 13,821 6,493 6,656
Creditcost(%) 2.5 2.6 2.4 2.0 2.0 1.8

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
Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 79.6 79.62 83.46 83.46 88.06
Fll 4.2 4.1 2.1 2.28 0.95
DIl 10.9 10.45 1.8 6.51 4.08
Others 5.3 5.83 6.04 1.75 6.91

Source: Company, ICICI Direct Research

Exhibit 9: Price Chart
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Source: Company, ICICI Direct Research
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Financial summary

Exhibit 10: Profit and loss statement Exhibit 11: Key Ratios

(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E
Interest Earned 19,185 21405 40266 42826 Valuation

Interest E xpended 12,167 13799 25329 26834  No.ofEquity Shares 48 61 113 113
NetInterestIncome 7,018 7606 14937 15993 :ECPr;rT; 6.7 12.4 10.2 225
% growth -36.2 84 964 1 Bvgg 4037 3628 2500  305.7
Non Interest Income 1883 3312 4963 5455 ABV 3 262.2 261.3 164.0 183.2
Netincome 8,901 10919 19900 21448 P/BV 0.1 0.1 0.2 0.1
Operating C ost 4020 4421 9926 10530 P/ABV 0.2 0.2 0.3 0.2
Operating Income 4,881 6498 9974 10918 GNPA 71 6.9 111 10.9
Provisions 4596 5125 8426 7513 NNP A 37 3.1 3.8 37
PBT 284 1,373 1548 3405 o 13 16 39 6.6
Taxes -38 619 395 868 coa 0.08 0.26 0.25 0.41
Net P rofit 322.0 753 1153 2537 272 267 270 275

Source: Company, ICICI Direct Research 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 12: Balance sheet g crore Exhibit 13: Key ratios (%)

(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E

Sources of Funds Total assets -46.3 14.0 93.2 6.1

Capital 480 609 1129 1129  Advances -41.3 9.2 17.4 7.0

Reserves and Surplus 18908 21480 36112 38689 Deposits -42.6 1.5 97.2 6.0

Networth 19389 22089 37241 39818 TotalIncome -44.7 22.1 82.2 7.8

Deposits 242076 260226 513277 544073 Netinterestincome -36.2 8.4 96.4 7.1

Borrowings 12138 20830 31430 33001 Operating expenses -47.5 10.0 1245 6.1

Other Liabilities & Provision 6463 6323 15989 17427 Operating profit -109.4 33.1 53.5 9.5

Total 280065 309468 597936 634320 Net profit NA NA NA -10.8
Book value 76.9 -10.1 -28.6 18.0

Applications of Funds EPS (3 NA NA NA 120.0

Fixed Assets 3691 3896 7554 7781  Source: Company, ICICI Direct Research

Investments 64992 81242 165147 173405

Advances 181262 197887 351078 375653

Other Assets 9829 20708 37413 44412

Cash with RBI & callmoney 11702 5736 36744 33070

Total 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
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Exhibit 14: ICICI Direct coverage universe (BFSI)

Sector/ Company CMP MCap EPS PJE (x) P/ABV (x) RoA (%) RoE (%)

@  TPRiating  (Cr) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E
Bank of Baroda (BANBAR) 47 52 Hold 217630 12 18 58 398 NA NA 05 05 05 00 01 02 08 12 36
State Bank of India (STABAN) 190 215 Hold 166310 162 153 261 117 124 73 09 09 08 04 03 05 68 57 91
Indian Bank (INDIBA) 63 70  Hold 7025 272 85 130 23 74 48 05 04 04 08 02 03 116 35 51
Axis Bank (UTIBAN) 460 530 Buy  1,00439 58 237 380 798 194 121 18 17 15 02 01 10 22 715 111
City Union Bank (CITUNI) 123130 Hold 9043 65 75 97 190 163 126 20 19 16 10 11 13 94 102 118
DevelopmentCreditBank (DCB) 83 90  Hold 2577 109 111 124 76 15 67 09 08 07 09 08 08 114 102 101
Federal Bank (FEDBAN) 5 55 Hold 8355 77 79 125 67 66 42 08 08 07 09 08 12 110 104 149
HDFC Bank (HDFBAN) 1103 1,320 Buy 603,467 479 521 654 230 212 169 36 33 30 19 17 19 164 157 175
ndusind Bank (NDBA) 472 400 Hold 27461 637 337 522 74 140 90 10 10 09 15 08 11 135 68 94
Jammu & Kashmir Bank (JAMKAS) 14 12 Sl 671 127 01 61 11 NA NA 02 02 03 07 00 -03 100 0.1 49
Kotak Mahindra Bank (KOTMAH) 1322 1,600 Buy 261,686 311 260 321 425 508 41.1 53 44 40 18 14 15 129 92 97
Bandhan Bank (BANBAN) 220 400 Hold 30,740 181 177 252 122 124 81 24 22 18 39 29 34 221 178 217
IDFC First(IDFBAN) 29 34 Buy 10221 57 11 24 NA NA 121 10 10 09 -6 03 06 -159 34 70

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%
S 1 ‘ \\
‘ﬁlCICIu';/r-('[ com| | ‘ d | |
’M”l""‘“/o/::'m Fingertips | BH{JF{ ER \ :
ICICI Securities Ltd. 75 sTARMINE §
E—’;‘a'yst Award 2012 A:
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Kajal Gandhi, CA, Vishal Narnolia, MBA and Yash Batra, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. We 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. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally 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 analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr jati p | herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities 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 ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities 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 ICICI Securities policies, in
circumstances where ICICI Securities 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. ICICI Securities 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. ICICI Securities 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.

ICICI Securities 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.

ICICI Securities or its associates might have received any 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 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.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives 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.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities 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 themselves of and to observe such restriction.
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