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Indusind Bank

Asset quality improves, earnings outlook strong; maintaining a Buy

Indusind Bank’s Q4 FY22 profitability improved, with a 1.51% RoA (up
16bps q/q) and better asset quality. Key positives ate 1) strong dis-
bursements in the corporate and VF books, 2) strong retail deposit
growth, 3) sturdy balance sheet with 72% coverage and a Rs33bn
provision buffer (1.4% of loans) and 4) strong liquidity and capitalisation.
With credit growth picking up and normalising credit costs, earnings
would improve. We maintain our positive view on the bank with a TP of
Rs1,200, valuing it at 1.6x P/ABV on its FY24e book.

Asset quality improves. GNPA decreased 21bps sequentially to 2.27%
largely because of high write-offs (Rs13.5bn). Slippages were Rs20.9bn (3.5%
of loans), of which Rs17.4bn stemmed from the retail book. The restructured
book was ~Rs62bn (down 17.6% q/q). With most of the stress already
delinquent/restructured and collections reaching pre-Covid levels, slippages
are expected to ease from Q1 FY23.

Lower provisions to drive RoA. With slippages easing, a healthy 72% PCR
and a Rs33.3bn provision buffer, the bank can absorb near-term uncertainty
arising from the residual impact of the second Covid-19 wave. We expect
normal credit costs in the medium term and sharply improved profitability.
Accordingly, we model a ~1.5% RoA for FY23.

Valuation. Our May’23 Rs1,200 target is based on the two-stage DDM
model. This implies a ~1.6x P/ABV multiple on its FY24e book. Risks:

Lumpy slippage from the corporate book; volatility in asset quality from the
MFI book.

Key financials (YE Mar) FY20 Fy21 FY22 FY23e FY24e
Net interest income (Rs m) 120,587 135,279 150,008 169,983 194,002
Pre-provisioning profit (Rs m) 107,727 117,267 128,386 149,030 170,888
Provisions (Rs m) 46,521 79,425 66,650 61,489 64,843
PAT (Rs m) 44,179 28,364 46,111 65,480 79,322
EPS (Rs) 63.7 36.7 59.5 84.5 102.4
NIM (%) 45 4.4 4.2 41 41
Cost-income (%) 433 416 427 412 40.8
ROE (%) 14.6 7.3 10.1 13.0 14.0
ROA (%) 15 0.8 12 15 17
Advances growth (%) 10.9 2.8 12.4 15.0 16.0
GNPA (%) 25 3.0 2.3 2.0 17
CAR (%) 15.0 17.4 18.4 18.1 18.1
P/E(x) 15.4 26.7 16.4 11.6 9.6
P/BV (x) 2.0 1.7 1.6 14 13
P/ ABV (x) 2.1 1.8 1.6 14 13

Source: Company, Anand Rathi Research
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Quick Glance - Financials and Valuations

Fig 1 - Income statement (Rs m)

Fig 4 - Price-to-Book band

Year-end: Mar FY20 FY21 FY22 FY23e FY24e
Net interest income 120,587 135,279 150,008 169,983 194,002 3,000

NIl growth (%) 36.3 12.2 10.9 133 14.1 41x
Non-interest income 69,513 65586 73,971 83,319 94,903 2,500
Income 190,101 200,865 223,979 253,302 288,905

Income growth (%) 312 5.7 11.5 13.1 14.1 2,000 /A 2.9x
Operating expenses 82,373 83598 95593 104,272 118,017 b
PPOP 107,727 117,267 128,386 149,030 170,888 1,500 M

PPOP growth (%) 332 8.9 9.5 16.1 14.7 ’l'l w\ A LTX
Provisions 46521 79425 66650 61489 64843 1000 A " W

Ve Al

PBT 61,206 37,841 61,737 87,541 106,045
Tax 17027 9478 15625 22060 26,723 500 ,./‘\,.»J"/ 05
PAT 44179 28364 46111 65480 79,322

PAT growth (%) 388 388 626 420 211 e cmmssunegrronaags .
FDEPS (Rs /sh) 637 367 595 845 1024 85838585858 58538385:38¢%
DPS (Rs /sh) 9.0 5.0 85 127 154
Source: Company, AnandRathi Research Source: Bloomberg
Fig 2 - Balance sheet (Rs m) Fig 5 - One-year-forward price-to-book value
Year-end: Mar FY20 FY21 FY22 FY23e FY24e
Share capital 6,935 7,734 7,747 7,747 7,747 5 00
Reserves & surplus 333,497 425866 469,226 524,884 592,308 50
Deposits 2,020,398 2,558,698 2,936,814 3,318,599 3,783,203 +25D
Borrowings 607535 513228 473232 425909 383318 M

350 ! A +1SD
Total liabilites 3,070,776 3,626,376 4,019,746 4432538 4972928 300 ' K/‘MM N WM p
250 \ Y Mean

Advances 2,067,832 2,125,954 2,390,515 2,749,093 3,188,947 2.00 \
Investments 509,799 696,947 709,708 787,776 858,675 ¢ "\W-lsD
Cash & bank bal 136,753 178,707 156,412 172,053 189,258 L0
Fixed g otherassets 18201 18094 18487 19411 20382 25D
Total assets 3,070,576 3,629,727 4,019,746 4,432,538 4,972,928
No. of shares (m) R T - T ¢ T
Deposits growth (%) 3.7 26.6 148 130 14.0 §555858585838585858¢%
Advances growth (%) 10.9 2.8 12.4 15.0 16.0
Source: Company, AnandRathi Research Source: Company, Anand Rathi Research
Fig 3 — Ratio analysis Fig 6 — Price movement
Year-end: Mar FY20 FY21 FY22 FY23e FY24e
NIM 45 44 42 4.1 41
Other income / Totalincome 366 327 330 329 328 §R§30
Cost-Income 433 416 427 412 408 '
Provision coverage 63.3 772 723 75.3 74.6 5 000
Dividend payout 14.2 13.6 14.3 15.0 15.0 '
Credit-deposit 1023 831 814 828 843
Investment-deposit 29.7 27.2 24.2 23.7 22.7 100
Gross NPA 25 3.0 2.3 2.0 1.7
Net NPA 09 07 06 o5 o4 1O
BV (Rs) 4909 5607 6157 6876 7746
Adj. BV (Rs) 4718 5473 6019 6753 7619 0
CAR 150 174 184 181 181
Tier 1 146 168 168 165 165 ‘Snsssssasassssssana gy
RoE 146 73 101 130 140 53553385%2338553852385¢%
ROA 15 08 1.2 15 17

Source: Company, AnandRathi Research

Source: Bloomberg
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J key Highlights

Fig 7 — Asset qualit
Break-up of GNPA (Rs m) Q3FY21 Q4 FY21 Q1FY22 Q2FY22 Q3FY22 Q4 FY22

Opening balance 45,300 36,490 57,930 61,850 62,450 57,790
Additions 590 63,370 27,630 26,580 25,980 20,880
Gross slippage ratio (%) 0.11 11.92 5.24 4.82 455 3.49
Reductions: 9,400 41,930 23,710 25,980 30,640 23,500
Closing balance 36,490 57,930 61,850 62,450 57,790 55,170
Total GNPA 36,507 57,950 61,858 62,450 57,793 55,172
GNPA (%) 1.74 2.67 2.88 2.77 2.48 2.27
NNPA (%) 0.22 0.69 0.84 0.80 0.71 0.64

Source: Company, Anand Rathi Research

Fig 8 — Gross NPA, by segment- Consumer Finance, %
Q3 FY21 Q4 FY21 Q1FY22 Q2 FY22 Q3 FY22 Q4 FY22

Commercial vehicles 1.58 3.00 2.93 2.62 2.38 1.72
Utility vehicles 0.97 1.34 1.40 0.91 0.74 0.42
Construction equipment 0.78 1.18 147 1.24 1.43 1.10
Small CVs 1.60 2.88 7.62 4.74 3.61 211
Two-wheelers 3.08 6.73 9.78 9.23 9.28 9.15
Cars 0.71 131 1.82 1.15 1.01 0.65
BBG / LAP 0.90 3.36 334 3.89 343 3.07
HL / PL/ others 0.37 2.84 2.75 2.56 2.16 1.82
LAP /HL/PL

Tractors 0.70 117 1.28 1.42 1.40 1.50
Cards 0.18 1.58 437 5.05 458 331
MFI 151 1.49 1.69 3.01 321 2.45
Total 1.18 2.43 2.85 3.02 2.79 221

Source: Company

Fig 9 — NPA Corporate, %
Q3FY21 Q4FY21  QLFY22  Q2FY22  Q3FY22  Q4FY22

GNPA 2.32 2.72 2.67 2.29 1.94 2.08
Slippages 0.15 10.30 1.63 0.92 0.19 1.14
Credit cost 0.99 211 1.83 0.25 -0.18 1.18

Source: Company, Anand Rathi Research
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Fig 10 — Results, by segment
Fee income (Rs m) Q3FY21 Q4 FY21 Q1FY22 Q2FY22 Q3FY22 Q4 FY22

General banking fees 1,290
Processing fees 3,010
FX 2,680
Insurance 3,700
Investment banking 790
Trade & remittances 1,830
Total 13,300

Source: Company
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Fig 11 — Break-up of advances
) Q3FY21 Q4FY2L QLFY22| Q2FY22 Q3FY22 Q4FY22]

Corporate and commercial banking (CCB)

Corporate banking

Small business

Consumer finance division (CFD)
Commercial vehicles

Equipment financing

Two-wheelers

Car loans

Utility vehicles + 3W

Home loans + LAP

Personal loans + credit cards

MFI

Total

Source: Company, Anand Rathi Research
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Quarterly snapshot

Fig 12 — Income statement
Q4 FY21 QLFY22 Q2FY22 Q3FY22 Q4 FY22

Interest income 72,415
Interest expense 38,354
NIl 34,061

YIY growth (%) 10.8
Non-interest income 17,055
Trading profits 2,570
Total Income 51,116

YIY growth (%) 5.1
Operating expenses 21,383
Of which, staff costs 5,427
PPOP 29,733

YIY growth (%) 8.3
Total provisions 18,535
PBT 11,198
Tax 2,670
PAT 8,528

YIY growth (%) (34.4)

Source: Company, Anand Rathi Research
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Fig 13 — Balance sheet
G Q3FY21  Q4FY21  QLFY22 Q2FY22  Q3FY22  Q4FY22

Equity capital 7,570 7,734 7,740 7,741 7,750 7,747
Reserves & Surplus 397,740 427,273 437,740 445,519 458,300 469,226
Deposits 2,391,350 2,558,701 2,672,330 2,752,882 2,844,840 2,936,814
Borrowings 486,220 513,228 492,940 462,954 456,690 473,232
Other Liabilities 131,580 122,097 119,210 135853 138,060 132,728
Equity and Liabilities 3,414,460 3,629,033 3,729,960 3,804,949 3,905,640 4,019,746
Deposits yly growth (%) 10.3 26.6 26.5 20.8 19.0 14.8
Deposits q/q growth (%) 4.9 7.0 4.4 3.0 33 3.2
Assets
Cash and cash balances 507,770 566,099 707,600 671,299 665320 682,745
Advances 2,071,280 2,125,954 2,107,270 2,208,076 2,285,830 2,390,515
Investments 610,570 696,534 686,990 692,447 727,150 709,708
Other assets 224840 240,446 228,100 233,128 227,340 236,778
Total Assets 3,414,460 3,629,033 3,729,960 3,804,949 3,905,640 4,019,746
Advances yly growth (%) 0.2) 2.8 6.4 9.7 10.4 12.4
Advances g/q growth (%) 29 2.6 (0.9) 4.8 35 4.6

Source: Company, Anand Rathi Research

Anand Rathi Research 5



2 May 2022 Indusind Bank — Asset quality improves, earnings outlook strong; maintaining a Buy

Fig 14 — Income vs. Opex growth Fig 15 — Gross NPA and slippages
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Fig 16 — Loan break-up Fig 17 - Credit growth vs. NIM (%)
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Fig 18 — Restructured assets vs. GNPA Fig 19 — CASA ratio vs. Deposits growth
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I Valuation

Our May’23 target of Rs1,200 is based on the two-stage DDM model. This
implies a ~1.6x P/ABV multiple on its FY24e book

Fig 20 — Change in estimates

Chg (%) Chg (%)
Net interest income (Rs m) 169,983 168,123 11 194,002 191,075 15
Pre-provisioning profit (Rs m) 149,030 145,390 25 170,888 168,570 14
PAT (Rs m) 65,480 61,818 5.9 79,322 76,597 36

Source: Anand Rathi Research

Risks

B Lumpy slippages from the corporate book. Though unexpected, these
would mar our forecasts.

B Any significant negative sutprises on asset quality from the micro-
finance book.

Anand Rathi Research 7



Appendix

Analyst Certification

The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s)
in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange Board of
India (hereinafter “SEBI") and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have no bearing
whatsoever on any recommendation that they have given in the Research Report.

Important Disclosures on subject companies
Rating and Target Price History (as of 29 April 2022)

2500 TP Share
Indus Ind Date Rating (Rs) Price (Rs)

17 14-Jan-15  Buy 960 827

2000 2 18  9-0ct15 Buy 1,150 940

2& 0’ 23 19 23Nov-16 Buy 1,743 1,059

5 20 17-0ct17  Buy 1,984 1708

1500 27 ¢ ’ 21 23-Ap-18  Buy 2248 1814

g 1 4 NG 22 15-0ct18 Buy 1914 1623

1000 6 L 13 24 5 23 12Ju19 Buy 1920 1510

o 21 4 27 @29 3? 24 10-0ct19 Buy 1500 1229

500 6 B9, @ 25 14-Jan20 Hold 1550 1,481
123 9 v ?3015 2% 26 28-Apr-20 Hold 440 404

o0 o 27 29020 Buy 615 527

28  1-Nov-20  Buy 682 586

ESITTTTLLLTILYLLE RIS 29 2May2t Buy 1070 935
L 5 L 5 LB LB LB LBLBLBLsLmoeIeYQ nar
282828282828288828288282828¢% 30 22t Buy 1120 976

31 28-Oct-21  Buy 1,340 1,142
32 30-Jan-22  Buy 1,200 903

Anand Rathi Ratings Definitions

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described
in the Ratings Table below:

Ratings Guide (12 months)

Buy Hold Sell
Large Caps (>US$1bn) >15% 5-15% <5%
Mid/Small Caps (<US$1bn) >25% 5-25% <5%

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INH000000834, Date of Regn. 29/06/2015) is a subsidiary
of the Anand Rathi Financial Services Ltd. ARSSBL is a corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India
Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-SX), and also depository participant with National Securities Depository Ltd (NSDL) and Central Depository
Services Ltd. ARSSBL is engaged into the business of Stock Broking, Depository Participant, Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues.

General Disclaimer: This Research Report (hereinafter called “Report’) is meant solely for use by the recipient and is not for circulation. This Report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of
purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf of
the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the
readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or
making any investments. This Report has been prepared on the basis of publicly available information, intemally developed data and other sources believed by
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness,
adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and
reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive
or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of
the investments referred to in this Report and the income from them may go down as well as up, and investors may realize losses on any investments. Past
performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax
advisers regarding taxation aspects of any potential investment.

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views
expressed in this Report. Research Report may differ between ARSSBL's RAs and/ or ARSSBL'’s associate companies on account of differences in research
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, its
employees and associates responsible for any losses, damages of any type whatsoever.




ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such
company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any recommendation
and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party involved in, or related
to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance
with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own
expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report

Research analyst or research entity or his associate or his relative has any financial interest in the subject company and the nature of such financial interest. No
ARSSBLIits Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end No
of the month immediately preceding the date of publication of the research report?

ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No
ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No
ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve No
months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services No
from the subject company in the past twelve months

ARSSBLI/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in No
connection with the research report

ARSSBLIits Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No
ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. No

©2022. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated otherwise,
is under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or reproduced (in
whole or in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and logos used in this
report are trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.

Additional information on recommended securities/instruments is available on request.

ARSSBL registered address: Express Zone, A Wing, 9th Floor, Western Express Highway, Diagonally Opposite Oberoi Mall, Malad (E), Mumbai — 400097.
Tel No: +91 22 6281 7000 | Fax No: +91 22 4001 3770 | CIN: U67120MH1991PLC064106.






