We would appreciate your support for ,
ASIAMONEY BROKERS POLL 2022 2022
Kindly take a moment to vote for us SECURITIES

INSTITUTIONAL EQUITIES

July 20,2022

RESULT REPORT Q1 FY23 | Sector: Banks Recommendation : BUY

IndUSind Bank Ltd Current price : Rs879

Rise in net slippages underlines crystallization of —BEESIES L L
Potential return 1 28%
stress

Result Highlights
v' Asset quality: Gross slippages amounted to Rs 22.50bn (annualized slippage

Stock data (as on July 20, 2022)

ratio of 3.6%) and recoveries and upgrades amounted to Rs 6.04bn ’:;:X,eek h/I (Rs) 124;’%;
v' Margin picture: NIM at 4.21% inched up 1 bp QoQ aided by a slightly higher Market cap (Rs/USD mn) 681548/8521
rise in yield on assets compared with that for cost of funds Outstanding Shares (mn) 775
v' Asset growth: Advances grew 3.7%/17.7% QoQ/YoY driven sequentially by g;/;;;;/(;()f« L 3’23 8
Mid and Small corporates and few retail segments Bloombe Seode: IBIN

v" Opex control: Total opex rose 4.0%/20.1% QoQ/YoY, employee expenses rose NSE code: INDUSINDBK
0.3%/8.6% QoQ/YoY and other expenses rose 5.3%/24.5% QoQ/YoY

. . K . Stock performance
v" Fee income: Core fee income rose 8.6%/47.1% QoQ/YoY driven sequentially

by general banking fees 130 EE— A
Our view - Rise in net slippages underlines crystallization of stress 110
Slippages rise sequentially driven by restructured book slippages while recoveries and
upgrades decline: Gross NPA additions had amounted to Rs 20.88bn during 4QFY22, 90
implying a sequential rise of Rs 1.6bn in 1QFY23. Recoveries and upgrades amounted to
Rs 6.04bn in 1QFY23, implying a sequential decline of Rs 3.9bn. Credit costs for the 7?u,'_21 o - I
quarter amounted to 50 bps on non-annualised basis but management stuck to a 1M aM 1y

guidance of 120-150 bps annualised credit costs, which is a planning cycle 5 aspiration.
The slippages from restructured book amounted to Rs 9.21bn for the quarter. The
restructured book itself declined from 2.6% of loan book to 2.1% of loan book on Shareholding pattern (As of Jun'22 end)

Absolute return 12.1% -9.6% -10.0%

sequential basis, with management stating that it would run down 70% of this book by Promoter 16.5%
the end of the current financial year. FlI+DlII 68.2%
Others 15.0%

NIM inched up 1bp as decline in cost of borrowings protected cost of funds from
declining more than it did: Overall yield on assets rose 7 bps QoQ to 8.35% on the back of Ainstance

repricing of assets. While cost of deposits rose 19 bps QoQ to 4.79%, the rise in cost of (l-Yr) New old
funds was significantly lower at é bps, to 4.14%, due to decline in cost of borrowings. Reillig BUY BUY
Target Price 1,126 1,150

Management reiterated that NIM would be in the range of 415-425 bps.

Management reiterated planning cycle 5 growth intent, hoping to achieve it via Financial Summary

(Rs mn) FY23E FY24E FY25E

vehicle finance and microfinance: The planning cycle 5 growth target is 15-18%. NIl 165109 189,140 226,835
Management stated a growth of 16-18% is possible for vehicle finance whereas, PPOP 132201 150372 181,334
microfinance book can grow at 25-30%. For the quarter, mid-corporate and small Net Profit 66,636 78,467 96,994
corporate loan growth was 4.7% and 11.0% QoQ, respectively. Among retail loans, Growth (%) 44.5 17.8 236
commercial vehicle loans, utility vehicle loans, credit cards and the home+personal+gold EPS (Rs) 86.0 101.3 125.2
loan bucket outperformed, growing 5.2%, 10.1%, 17.1% and 9.5% QoQ, respectively. S/EP(;(RS) 16052 7853 876(7)
We maintain ‘Buy’ rating on IIB with a revised price target of Rs 1126: We value the P/BV (x) 1:3 1:2 120
bank at 1.5x FY24 P/BV for an FY23E/24E/25E RoE profile of 13.5/14.4%/15.5%. ROE (%) 135 14.4 155
(See Comprehensive con call takeaways on page 2 for significant incremental colour.) R,OA (%) b 7 L
Tier-1 (%) 15.6 14.6 13.6

Exhibit 1: Result table

Particulars (Rs mn) Q1FY23 Q4FY22 %qoq Q1FY22 % yoy A in earnings estimates

Total Interest Income 81,818 78,599 41 75747 8.0 Rs. FY23E  FY24E  FY25E

EPS (New) 86.0 1013 125.2

Interest expended (40,565)  (38,747) 47  (40,110) 11 EPS (Old) 87.3 104.2 126.9

Net Interest Income 41253 39,852 35 35637 15.8 % change -1:4% ~2.8% -1:4%

Other income 19,287 19,001 1.5 17,164 12.4

Total Income 60,540 58,853 2.9 52,801 14.7

Operating expenses (26,603)  (25,587) 40 (22,142) 20.1 SHIVAJI THAPLIYAL

PPOP 33,937 33,266 20 30,659 10.7 Lead Analyst

Provisions (12,510) (14,616) (14.4) (17,793) (29.7) shivaji.thapliyal@ysil.in

PBT 21,427 18,650 14.9 12,865 66.5 +9122 68850521

Tax (5,394) (5,036) 7.1 (3,116) 73.1

PAT 16,033 13,614 17.8 9,749 64.4 SIDDHARTH RAJPUROHIT, Analyst

Source: Company, YES Sec-Research
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COMPREHENSIVE CON-CALL TAKEAWAYS

Asset quality
v' Slippages and other NPA movement

o Slippages
= Gross NPA additions amounted to Rs 22.50bn in 1QFY23, translating
to an annualized slippage ratio of 3.6% for the quarter. (Gross NPA
additions had amounted to Rs 20.88bn during 4QFY22.)
=  The slippages from restructured book amounted to Rs 9.21bn for the
quarter.
o Recoveries and upgrades
=  Recoveries and upgrades amounted to Rs 6.04bn in 1QFY23, implying
net NPA addition of Rs 16.46bn for the quarter.

o  Write offs
= Write offs were higher due to a media and a real estate account being
written off.

v" Provisions / credit costs

o P&L provisions
= Provisions were Rs 12,510mn, down by -14.4% QoQ and -29.7% YoY.
= Credit costs for the quarter amounted to 50 bps on non-annualised
basis.
= Credit cost guidance
e  Credit cost guidance is for 120-150 bps.
o Outstanding provisions
= Contingent standard asset provisions on the balance sheet amounted
to Rs 30.03bn.
= All loan-related provisions taken together amount to 3.38% of loan
book.

v" Restructured book

o Restructured book declined from 2.6% of loan book to 2.1% of loan book on
sequential basis.

o The bank would run down 70% of the restructured book by the end of the
current financial year.

v' Security receipts
o Net SR book declined from 83 bps to 72 bps.

v' SMA book
o SMA1is 10 bps and SMA2 is 39 bps.

Loan growth

e Disbursement
o There was sequential growth in overall disbursement in the first quarter of the
financial year after a long time.
o Disbursement has been strong in vehicle finance, corporate loans and other
retail loans.
e Creditcards
o Thebank executed the highest ever card acquisitions of 75700.
e Loan growth guidance
o  Thebank remains committed to PC5 loan growth CAGR guidance of 15-18%.

(Con call takeaways continue on the next page)

-]
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o Segmental guidance
= Vehicle finance
e Agrowth of 16-18% is possible for vehicle finance.
=  Microfinance
e Microfinance book can grow at 25-30%.
e Merchant acquiring
o  The merchant acquiring book is expected to grow
from Rs 23bn to Rs 40bn.
=  Corporate lending
e The pricingis still very fine in corporate lending but the bank
would still grow this book.
e  More segmental colour
o Microfinance
= Microfinance disbursement has improved but business was negatively
impacted by RBI guidelines, which impacted new-to-bank customer
addition.
=  New-to-bank clients additions used to be about 9000 per month but
had declined to about 5000 per month.
o Vehicle finance
= The bank has moved into LCV segments and has an 8% market share
init.

Deposit accretion

e There has been healthy growth in CASA as well as retail LCR deposits.
e  Share of LCR retail deposits is 41% and the first target is to take it to 45%.
e NRIflows have been stable and affluent piece is also a focus area.

Net interest margin

e Yield on advances
o Overall yield on advances rose 10 bps QoQ to 11.39% on the back of repricing
of assets.
o Unlike recent trends, yield on corporate advances also rose sequentially by 7
bps to 7.80%.
e  Cost of funds
o  While cost of deposits rose 19 bps QoQ to 4.79%, the rise in cost of funds was
significantly lower at 6 bps to 4.14% due to decline in cost of borrowings.
e NIMguidance
o NIMwould be in the range of 415-425 bps.
e Share of unsecured loans
o Share of unsecured loans is less than 30% of loan book.
o  Share of credit card and personal loans has been kept less than 5%.
o  Share of microfinance could rise to 15% of loan book.

Fee income

e Core fee income growth rose 9% QoQ to Rs 17.86bn driven by General Banking fee
growth of 60% QoQ and Distribution Fee growth of 8% QoQ.

e  General banking fee growth was driven by deposit processing fees, payments and PSLC
fees, the latter increasing by Rs 0.5-0.6bn.

Operating expenses

e Cost toincome ratio would be range-bound between 41-43%.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 2: Key quarterly balance sheet / business data

(Rs mn)
Loan book

Corporate & Comm. Banking

Large Corporates

Mid size Corporates

Small Corporates
Consumer Finance

Commercial vehicle loans
Utility vehicle loans

Small CV
2Wheeler loans
Carloans
Tractor

Equipment financing

Credit cards

Loan against property
Home, Personal, Gold

Business Banking
Microfinance
Deposits
Current
Saving
Term

Q1FY23
2,479,600
1,144,290

623,220
422,100
98,970
1,335,310
244,150
67,970
31,840
43,580
87,890
82,500
87,900
64,780
90,090
118,550
122,030
294,030
3,027,190
352,650
952,430
1,722,110

Q4FY22
2,390,510
1,094,630

602,230
403,220
89,180
1,295,880
232,090
61,720
30,440
44,680
83,920
79,070
87,310
55,200
88,170
108,240
118,920
306,120
2,936,814
365,070
888,260
1,683,484

% qoq Q1FY22
3.7 2,107,270
4.5 924,070
3.5 446,090
4.7 437,540

11.0 40,440
3.0 1,183,200
52 228,530

10.1 49,620
4.6 32,710
(2.5) 51,150
4.7 77,640
4.3 68,490
0.7 88,310
17.4 45,120
2.2 87,610
9.5 77,880

2.6 112,230
(3.9) 263,910
31 2,672,330
(3.4) 324,210
7.2 799,280
23 1,548,840

% yoy
17.7
23.8
39.7
(3.5)

144.7
12.9

6.8
37.0
(2.7)

(14.8)
13.2
20.5
(0.5)
43.6

2.8
52.2
8.7
114
133
8.8
19.2
11.2

Source: Company, YES Sec - Research

Exhibit 3: Key quarterly ratios

(VA3) Q1FY23 Q4FY22 chgqoq Q1FY22 chg yoy
Net interest margin 421 4.20 1bps 4.06 15bps
Yield on advances 114 11.3 10bps 11.8 -36bps
Cost of deposits 479 4.60 19bps 4.97 -18bps
CASA ratio 43.2 42.8 40bps 421 110bps
C/D ratio 81.9 814 51bps 78.9 306bps
Non-int. income / Total income 31.9 323 -43bps 325 -65bps
Cost to Income ratio 43.9 435 47bps 41.9 201bps
RoA 1.7 1.5 23bps 11 58bps
Annualised Slippage Ratio 3.6 3.5 12bps 5.3 -167bps
Provision Coverage Ratio 72.0 72.0 Obps 72.0 Obps
Gross NPA 24 2.3 8bps 2.9 -53bps
Net NPA 0.7 0.6 3bps 0.8 -17bps
Capital adequacy ratio 18.1 18.4 -28bps 17.6 57bps
Tier | capital ratio 16.6 16.8 -25bps 16.9 -32bps
Common equity tier | capital ratio 16.1 16.0 10bps 15.6 47bps

Source: Company, YES Sec - Research

Exhibit 4: Quarterly Actuals Vs Estimates

Q1FY23 (Rs.mn) Actuals Estimates Diff, %
Net Interest Income 41,253 41,833 (1.4)
Pre-Prov. Operating Profit 33,937 32,997 2.8
Profit After Tax 16,033 15,748 18

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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Exhibit 5: Loans and Deposits growth (YoY %)

Exhibit 6: NIl growth (YoY %) and NIM
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Source: Company, YES Sec - Research

Exhibit 7: Core Fee and Opex growth (YoY %)

Source: Company, YES Sec - Research

Exhibit 8: Core PPOP growth (YoY %) and Core PPOP
margin
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Source: Company, YES Sec - Research

Exhibit 9: Gross NPA and Net NPA (%)

Source: Company, YES Sec - Research, * Core PPOP is derived by adjusting PPOP for
gain/loss on sale of investments and misc. income

Exhibit 10: Provisions/Average Advances (%)
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Exhibit 11: 1-year rolling P/BV band

Rs. a— Pri
3.500.0 > Price 0.5x 1.5x 2.5x 3.5x 4.5x
3,000.0 A
2,500.0
2,000.0 A
1,500.0
1,000.0
500.0 4
o+ 77—
n N OV V VYV O N NMNMNMNIN O OO OO 0O 08 8 60 60 OO O O o = = «+ N N N
RN N A AN B B B B O I U B IR
2§ 8E38 833585388 53885388835853
Source: Company, YES Sec - Research
Exhibit 12: 1-yr rolling P/BV vis-a-vis the mean and standard deviations
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ANNUAL FINANCIALS

Exhibit 13: Balance sheet

Y/e 31 Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Total cash & equivalents 563,272 682,745 305,030 359,935 424,723
Investments 696,947 709,708 803,367 943,600 1,108,639
Advances 2,125,954 2,390,515 2,772,998 3,272,137 3,861,122
Fixed assets 18,094 18,487 20,336 22,369 24,606
Other assets 225,461 218,291 261,949 314,339 377,207
Total assets 3,629,727 4,019,746 4,163,679 4,912,381 5,796,297
Net worth 433,654 476,972 509,398 581,280 671,689
Deposits 2,562,050 2,936,814 3,357,544 3,906,598 4,554,481
Borrowings 513,228 473,232 115,401 222,929 350,268
Other liabilities 120,796 132,728 181,336 201,574 219,858
Total liabilities incl. Equity 3,629,727 4,019,746 4,163,679 4,912,381 5,796,297

Source: Company, YES Sec - Research

Exhibit 14: Income statement

Y/e 31 Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Interest income 289,998 308,224 342,319 392,330 467,450
Interest expense (154,719) (158,216) (177,209) (203,190) (240,615)
Net interest income 135,279 150,008 165,109 189,140 226,835
Non-interest income 65,586 73,971 76,828 89,873 106,022
Total income 200,865 223,979 241,938 279,012 332,857
Operating expenses (83,598) (95,593) (109,737) (128,640) (151,523)
PPoP 117,267 128,386 132,201 150,372 181,334
Provisions (79,425) (66,650) (43,353) (45,750) (52,009)
Profit before tax 37,841 61,737 88,848 104,622 129,325
Taxes (9,478) (15,625) (22,212) (26,156) (32,331)
Net profit 28,364 46,111 66,636 78,467 96,994

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 7
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Exhibit 15: Du Pont Analysis (RoA tree)

Y/e 31 Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Interest income 8.7 8.1 8.4 8.6 8.7
Interest expense -4.6 -4.1 -4.3 -4.5 -4.5
Net interest income 4.0 3.9 4.0 4.2 4.2
Non-interest income 2.0 1.9 1.9 2.0 2.0
Total income 6.0 5.9 5.9 6.1 6.2
Operating expenses -2.5 -2.5 -2.7 -2.8 -2.8
PPoP 3.5 34 3.2 33 34
Provisions 2.4 -1.7 -1.1 -1.0 -1.0
Profit before tax 1.1 1.6 2.2 2.3 24
Taxes -0.3 -0.4 -0.5 -0.6 -0.6
Net profit 0.8 1.2 1.6 1.7 1.8

Source: Company, YES Sec - Research

Exhibit 16: Change in annual estimates

% Revision
FY23E FY24E

Earlier Estimate
FY23E FY24E

Revised Estimate
FY23E FY24E

Y/e 31 Mar (Rs mn)

FY25E FY25E

Net Interest Income 165,109 189,140 226,835 165,109 189,140 226,835 0.0 0.0 0.0
Pre-Prov. Operating Profit 132,201 150,372 181,334 132,201 150,372 181,334 0.0 0.0 0.0
Profit after tax 66,636 78,467 96,994 67,604 80,734 98,331 (1.4) (2.8) (1.4)

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 8
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Exhibit 17: Ratio analysis
Y/e 31 Mar
Growth matrix (%)
Net interest income
PPoP
Net profit
Loans

Deposits

Profitability Ratios (%)
Net interest margin
Return on Average Equity

Return on Average Assets

Per share figures (Rs)
EPS

BVPS

ABVPS

Valuation multiples
P/E

P/BV

P/ABV

NIM internals (%)
Yield on loans
Cost of deposits
Loan-deposit ratio

CASA ratio

Opex control (%)
Cost/Income ratio

Cost to average assets

Capital adequacy (%)

Tier 1 capital ratio

Asset quality (%)
Slippage ratio
Gross NPL ratio
Credit cost

Net NPL ratio

FY21

122
8.9

-35.8

2.8
26.8

42
7.3
0.8

36.7
561
542

24
1.6
1.6

11.5

5.0
83.0
41.6

41.6
2.5

16.8

4.0
2.7
3.6
0.7

FY22

10.9

9.5
62.6
124
14.6

4.1
10.1
12

59.5
616
596

15
14
1.5

4.9
814
427

427
2.5

16.8

4.5
2.3
2.6
0.6

FY23E

10.1

3.0
445
16.0
143

4.2
13.5
1.6

86.0
658
619

10
13
14

50
82.6
435

454
2.7

15.6

3.0
3.0
1.4
1.1

FY24E

14.6
13.7
17.8
18.0
16.4

4.4

14.4

1.7

101.3
750
77

8.7
1.2
12

53

83.8
435

46.1

2.8

14.6

2.5
2.7
12
0.8

FY25E

19.9
20.6
23.6
18.0
16.6

4.5
15.5
1.8

125.2

867
829

7.0
1.0
1.1

11.2

5.2
84.8
44.0

45.5
2.8

13.6

2.5
2.6
1.2
0.8

Source: Company, YES Sec - Research
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Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not been
independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and trading
turnover charts of securities or its derivatives, as opposed to focussing on a
company’s fundamentals and opinions, as such, may not match with reports
published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of thisreport. 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 YSL and associates 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.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
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Plural Securities LLC is registered as a broker-dealer under the Exchange Act
and is a member of SIPC. For questions or additional information, please
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INSTITUTIONAL EQUITIES

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY - Upside greater than 20% over 12 months

ADD - Upside between 10% to 20% over 12 months
NEUTRAL - Upside between 0% to 10% over 12 months
REDUCE - Downside between 0% to -10% over 12 months
SELL - Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSLis a
SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI
registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL offers,
inter alia, trading/investment in equity and other financial products along with various value added
services. We hereby declare that there are no disciplinary actions taken against YSL by SEBI/Stock
Exchanges.
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