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Rating: BUY | CMP: Rs888 | TP: Rs1,100

Earnings momentum likely to sustain

Our experience of attending the Axis Bank analyst day was positive as there
seems to be a clear priority on profitability and consistency. Management
sounded confident of maintaining operational performance as cushion on
NIM would continue while medium term guidance is to reduce opex/assets by
end FY25 to ~2% (FY22 was 2.18%) by focusing on segments that are opex
lighter (CBG, BuB, SBB etc.). Loan growth would largely hinge on deposit
accretion and as per AXSB system deposit growth could remain weak for 2-3
guarters, however, profitability would not be compromised. CITI acquisition
may be a bit delayed and could see fruition post Q4FY23. Near term growth
would be funded through internal accruals and capital raise would be
evaluated only after CITI acquisition. Over medium term, bank would like to
deliver on aspirational ROE of 18%. For FY24E/25E, we lower opex by
4.5%/6.5% and raise PAT by 5.5%/8.0%. With FY25E RoA/RoOE at 1.6%/16% for
AXSB, if earnings quality sustains each quarter, discount to ICICIB should
narrow from 29% to 20%. AXSB remains one of our top picks with compelling
valuation at 1.8x and we maintain multiple at 2.3x on Sep’24 ABV. Reiterate
BUY and slightly raise TP from Rs1080 to Rs1100.

® Balance sheet mix and growth: Deposit accretion would be key to advance
growth. However, system deposit accretion could be muted for next 2-3
quarters. If environment is more conducive (i.e. if system deposit growth picks
up) target is to grow by 5-6% higher to system. Loan mix in retail: secured to
unsecured would be near 75:25. Focus is on increasing share of mid
Corp+CBG+SBB which is currently 15-20%. Currently A- and above that
contributes 89% would reduce as the bank would be aggressive in CBG, BuB
etc. which would be BBB rated. Bharat Banking is a focus area as rural
consumption could go up 3x and good traction is expected for 8-10 years.
MSME + Mid Corp having current market share of 11.25% would be another
focus area for next 10-15 years (grew at 28% CAGR from FY19 to H1FY23).

" NIM and opex to assets outlook: Aim is to maintain NIM at current levels
however effect of deposit cost increases would start to percolate from H1CY23.
NIM has improved despite of reduction in RWA due to change in loan mix,
shedding low yielding RIDF, reducing LCR. Pricing has improved in corporate
segment. Target is to reduce opex/assets to around 2% by FY25 end which
would be achieved via stronger growth in opex light segments like CBG, SBB
etc. Bulk of tech investments (2/3rd) have been done and coupled with growth
in focused segments opex run-rate should decline. 700 branches were added
in last 3 years and branch addition to gather pace from Q3FY23.

®  Citi acquisition and capital raise: Post Citi acquisition, deposit size would be
Rs8.6trn and combined CASA on proforma basis is expected to improve by
200bps to 48%. Earlier estimate that transaction could be concluded by 1st
Mar may be a bit delayed. Growth would be largely funded through internal
accruals in near term, as witnessed in H1FY23 that saw matched accretion and
consumption. Capital raise if required would only be evaluated only after CITI
acquisition, but bank would be watchful of global macros
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Key highlights from MD & CEO strategy

"  The initial steps since FY2020 were to 1. Strengthen Balance Sheet 2. Fix P/L,
3. Lift growth momentum with focus on business with higher risk adjusted

return in selected segments (MSME + Mid Corporates) 4. Grow deposits which

has been lagging but momentum has started.

Execution of Growth, Profitability & Sustainability strategy:

Growth front: Customer acquisition trends have been robust across
segments. Disbursements have picked up in the higher yielding retail
segments which has been aided by improved productivity and digitization.
Credit card acquisition has been strong, with Citi acquisition the position
in the credit market would be further strengthened. Bank has gained
market share in CASA which is expected to continue, incremental flow has
been better than the industry, focus on district level to gain market share,
Total Deposits have grown by 35% YoY, Term Deposits have grown by
58%. Wealth management business has been steadily growing. Work in
progress to strengthen the position in the wholesale banking franchise.
Subs have continued to add value to the business.

Profitability: NIM have consistently improved from 3.43% in FY19 to
3.96% in Q2FY23 while RWA has steadily reduced. Share of bulky fee
income has been gradually reduced. Aspiration would be to continue
delivering ROE of 18%. (Pg 14)

Sustainability: Bank has been self-sufficient in funding growth through
internal accruals. Asset quality issues have been adequately dealt, with
comfortable provision cushion of 1.60% of loans. Focus would be on
growth and profitability while strengthening the risk frameworks.

Capital raise: Growth has been funded through internal accruals, further

capital raise would be evaluated post the Citi Deal acquisition. (pg.4 — 2™ last)

Exhibit 1: Customer acquisition trends across segments

New savings account
opened (in mn)

New term deposits opened

61%

4.34

285 284

MNew liability relationships

FY20 Fr21 Fy22

(in mn) added (in mn)
22% L 43%
¥
9.53
4.13 a.61
3.67

3.5 I 6.68 6.68
FyY21 Fy22 H1FY23* F¥20 FY21 Fy2z H1FY23*

Source: Company, PL
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Exhibit 2: Higher disbursements in higher yielding retail segments
Overall Retail assets and Rural Mortgage disbursements SBB disbursements
disbursements (indexed) (indexed) {indexed)
2% * 1.9x 4.6x Il

FY¥14

F¥20  FYM F¥22 H1FY23®

119 126
] I I
FYio Fy20 Fr2i

187 186
155
100

FY22 HI1FY23a* FY19  FY20

462
are
182 I

FY21

FY22 H1FY23*

Source: Company, PL

Exhibit 3: Growth largely funded through internal accruals

Historically capital raise was supporting capital consumption...

CET-1 Mar'17  Accretion Consumption Capital raise CET-1 Mar'22

... profit accretion getting adequate to fund growth

Includes 11 bps for
regulation led changes

| 1.08% 1.18% :
A —— |
el e |
. Lo 151a%
CET-1 Mar'22 Accretion ') Consumption CET-1 Sep'22

Source: Company, PL
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Bridge to stronger, consistent, sustainable performance

" Levers from NIMs - Improving business mix optimization to retail within which
high yielding segments, move to mid corporate, focused SME, shedding of low
yield RIDF bond, improvement in average CASA levels have led to
improvement in margins to 3.96% in Q2FY23. Guidance to maintain margin
between 3.70-3.80%. The above mentioned structural levers would offset the
increase in cost of deposit.

"  Fees levers - Corporate credit fees used to be 21% in FY16 which has reduced
to 6% in H1FY23, with retail fees share going up from 45% to 67% in the same
time frame. Trading income is only 9% of the total income, rest being from NI
& fees.

"  Opex levers — With 65-67% of investments in tech already made, business
benefit would flow in, resulting in C/A reduction. Endeavor to reduce C/A by
25bps to 2% by FY25. Although, branch expansion would pick pace from
Q3FY23 onwards.

"  Growth Levers: Advances growth would be 4-6% better than the industry
growth over the medium term with focus segments growing faster. Aim would
be to become dominant player in the space by gaining market share. However,
deposit accretion would be key to advance growth

Exhibit 4: Steady improvement in NIM

FT75%

NIl to RWA
NIM
3.96%
3.43%
FY19 F¥20 Fr21 ' FY22 I QIFY23 Q2FY23
RWA as % of overall assets
Source: Company, PL
Exhibit 5: Guidance
Structural call out Q2 FY 23
Net Interest Margin 3.70% - 3.80% 3.96% f Structural levers cushion
deposit cost growth
Consolidated Visible 16%-16.5% 18.90%
ROE % .. Consistently above 15%
. for 3 quarters
Aspirational 18.0% 18.90%
A 4%-6% better than 18% vs In line, focus segments
vances industry over the 15% for industr i
Growth (YOY) ry o Y growing faster

medium term

Cost to assets % Around 2% 2.25% Achieve by FY 25 exit

Source: Company, PL
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AXxis 2.0

New app to be based on four Pillars: 1. Create an open app for existing &
new customers, 2. Revamp user experience, design and simplify customer
journeys 3. Hyper Personalize Nudges 4. Provide always on, low latency
experience. Ultimate focus would be on the impact on the numbers by offering
full suite of products & services

Highlights of Few Products:

= ASAP (Digital savings account) — 70% customers are less than 32 years

of age, 50% urban customers, 2x more salaried. Impact — 82% reduction
in TAT, balance per account Rs. 22,000, cost of acquisition 40% lower.

= Maximus (Digital lending stack) — Lending for customer profiles based
on account aggregator credit underwriting with 17 different integrations.
Account Aggregator no of accounts have gone up 20x, 3 lakh accounts
being linked monthly currently offering PL, CC, BL, 2W. Auto Loan. Impact
— 100bps higher NIM,15bps higher Fee, 55% lower CoA, 22bps lower risk.
Management continues thrust on this segment as it has been witnessing

double digit disbursals every month

= Olive (Life cycle digital Credit Card) — Digital sourcing done for ETB,
KTB, NTB and through partnerships. Of which, Flipkart partnership has

been most successful. Impact — 84% requests have been processed, 80%
TAT reduction, 4 lakh monthly cross sell/up sell. Profitability of the
partnered credit cards is lower

Digital lending yields better fees owing to better services. 7% of the new
originations for the bank have been digitally. NTB acquisitions for deposits
have been higher as compared to loans. Cybersecurity and impersonation risk
would be closely monitored.

Banking on Data: Data has improved personalization capacity and enabling
credit access to large chunk of the population. Focus would be on the lendable
segment (19-65 years) i.e nearly 76 crore population. Bank has been working
to scale up universal underwriting to ETB, KTB & NTB.

Tech for Change: Tech budget has grown by 2.5x in the last 3 years. Strategy
— Building resilient capability, minimal impact on core banking operations,
modernizing the core. Significant workloads have been shifted to cloud
(agreement with 3 larger players), 70% workload to be cloud in next 2 years.

Siddhi - Empowers axis colleagues to seamlessly engage with customers as
well as internally. Customer 360 approach which provides tailor made solutions
on the go and real time. Personalized nudges for customers as well as
themselves. Conversions have improved significantly.

Sparsh (Customer obsession program) — Accelerating customer delight is a
strategic priority for the organization to create multiplicative effect. Enhancing
customer delight is a multi-year journey of nearly 5-8 years, hence
management has shifted to NPS from Q1FY23 to track the movement. (pg 25.
Sparsh & Siddhi).
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Exhibit 7: Account aggregator system growing rapidly

CUMULATIVE
ACCOUNTS LINKED

CONSENTS RAISED

NEW ACCOUNT
LINKED

AA Ecosystem

Connect & Grow — Partnership led growth: Partnerships play an important

role in expanding the scope of and accelerating business benefits. Regulatory
stance changing in favour of banks have improved the opportunities to grow.
Flipkart-Axis Credit Card has given access to large set of data which gives
access to KTB sourcing. CSC VLE an area of government focus help in
banking underserves areas and improve wallet share. Wholesale banking
partnerships under Project Neo have given opportunities to dominate and grow

in Supply Chain Finance and B2B. pg. 4

Exhibit 6: Digitization impact

PRODUCT AXIS 2.0 INCL ASSISTED
PL 20% 55%
© OTHER LOAN® 13% 78%%
Y]
=] CREDIT CARDS 35% 74%
CREDIT CARD PORTFOLIO 40-73% 40-73%
&
E SAVINGS ACCOUNTS 7% 71%
= FD (ETB & NTB) 60% 65%
i
g FOREX CARDS 36% 61%
=] MUTUAL FUNDS 51% 51%
= OTHERS 85-100% 85-100%
[y
[

Source: Company, PL

Exhibit 8: Strong partnership

GROWING RAPIDLY

Flipkart Co-Branded
Credit Cards

6x ¢
FEB 22 ocT 22

X 4+
| _sox | S

FEB 22 ocT 22

WE HAVE BUILT SIGNIFICANT AT SCALE
PARTNERSHIPS ON CREDIT CARDS

Source: Company, PL

Source: Company, PL

Exhibit 9: Personalised offers to grow rapidly

AXIS BANK FLIPKART CO BRANDED
CREDIT CARD HAS BEEN NAMED AS
ONE OF THE BEST CASHBACK CREDIT
CARDS IN INDIA

NO OF CARDS ISSUED

30 LAKHS

MONTHLY SPENDS ON CARD

INR 4,571 Crore

AVG. MONTHLY SPEND PER

iNR 15,236

# Coverage on unigue offers in crs

lexcluding existing portfolio)

FY22

2% growwth

Eﬂ --—.----------—-
E-E_F-------—---—--
EYy24

Fy25 +

Source: Company, PL
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Exhibit 10: Credit Card sourcing strategy

“‘Known to Bank” Growth Strategy

Mix of credit card sourcing

20% 28%

Fy21
BETB ENTB =KTB

YTD FY23

Source: Company, PL

Exhibit 11: NPS movement post adoption
NPS movement over baseline
NPS
Baseline’  Oct’22  Movement

Retail Bank 100 118

Branch NPS 100

Burgundy 100

SA - Onboarding? 100

Phone Banking 100

Credit Cards 100

the
CBG? 100 Part of Whelesale NPS

Source: Company, PL

November 25, 2022



Axis Bank

Key highlights from Bharat Banking

Big opportunity - Rural & Semi-urban (RuSu) markets offers a strong growth
& market share gains opportunity. Doubling of highway network and a
significant improvement in electricity penetration, unlocking growth &
productivity. With financial inclusion, banks are enabled to go deeper in these
markets. Strong government focus across the agri value chain and MSME.

Well poised for growth — Axis has 43.4% of the branches in the RuSu markets
providing deep reach and access to large customer base. Growth momentum
in these segments are strong with 85% YoY growth in rural centric products
and 44% growth in the book in H1FY23. This segment continues to be PSL
accretive in-line with management strategy to be PSL self-sufficient. Credit
growth in these segments have been faster than industry average. Current
market share of the bank is 4-5%, hence headroom exists for further growth,
hence over the medium term growth won'’t be a challenge for the bank. Liability
growth has lagged in the last few years, hence thrust would be on this segment
for liability growth. Although, performance of the segment would be cyclical
however with robust underwriting risk could be minimized.

Thrust on co-lending — Aspire to be key player in this segment on the back
of digital solution, would pilot through Home Loans. Aim to bring
assets/customers which would not be otherwise reached out through focus on
PSL customers. First partnership to give live by the end of this quarter

Aspiration for MFI continues, however nothing concrete exists

Outlook — Optimise C/I, TAT, Risk while continuing to grow faster than industry
& bank. Double RuSu Balance sheet and be self-sufficient in PSL. Branch
expansion would be in this segment to help deliver on the PSL front.

Exhibit 12: Strong growth momentum in RuSu markets Exhibit 13: Growth across segments faster than industry
850/0 rowth in disbursals of rural H1 YoY Gross
-9 _w ! ! u u ‘ Book Growth
centric products
Mncrc_;fmance +69%
4 40/ Retail
0 ...growth in gross book of rural
centric products
P Bharat _ +69%
Enterprises
430/0 ...growth in retail asset disbursals
from Bharat Banking branches Gold Loans +26%
1 50/0 ...growth in liabilities book from Fln) (L) +239/
Equipment 0

Bharat Banking branches

Source: Company, PL

Source: Company, PL
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Exhibit 14: Mobilizing liabilities from RuSu markets using an asset led model

e el Ambn.lon in the
medium term

Growth in liabilities from Bharat Banking Targeted propositions
Branches... for specific customer
segments

1.5x

Launching low ticket &

MRR of CASA NoA acquisition from core asset no frill liability products
teams
Increasing intensity of
2x cross-sell
MRR of CASA NoA acquisition from partnerships Extending eKYC journey
to all partners
MRR il ate 5x // Analyst Day 2022

Source: Company, PL
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Key highlights from Commercial Banking

" Key segments — Small Business Banking, Small & Medium Enterprise group,

Emerging Corporates.

® Opportunities and growth

potential - MSMEs continue to be a key

contributor to the economy, supported by formalization and credit expansion
and with tailwind from PLI, China +1, TReDs poised to provide growth impetus
to the sector. Management believes opportunities exists for next 10 years to
grow this segment aided by benign operating expenses.

= 2/3@ of the business is through branches. Ensuring granularity and
segment/geographic diversification is a fundamental pillar of risk management

in the MSME portfolio. Rejection rates have been flat, however volatility risk

exists need to be watchful of that.

®  Qutlook — To gain maximum wallet & market share with controlled risk. Gain

promoters as well as employees banking. Maintain healthy RaROC and

operational efficiency, offer multi products to Drive loan originations and client

interactions.
Exhibit 15: GPS strategy for Commercial Bank
g =% i —— i T E—— &
Growth Profitability Sustainability
v Outperform industry growth . . gon o .
v Low cost to income drives operating 2 Slmp!lfymg Bank's internal policies and
v Increase the contribution of this profitable efficiency practicas
segment v Higher market share with tighter risk
¥ Reduce credit cost below long-term average controls
v Building robust CA book with predictable Hiahevels:oF POL tribut v Inculcating Customer Obsession
i ¥ High levels o contribution
stream of forex income v Harnessing branch banking synergy
0, 0, 0, 0,
28% 20% 31% ~80% 60% ~85%
CAG"? %‘f bUO‘.‘ 9_’0“’“‘ MSME share of Bank's High operating PSL Compliant book Reduction in Loan High levels of provision
(last 3 years) Balance sheet efficiency processing TAT coverage
0,
1.5X 4.3 ...
New Business Average Products Per onév;t:;::lf;.[(; ”u{:“u‘
Growth YoY Asset Customer disbursements
- o4 A 2 Mg A
Source: Company, PL
Exhibit 16: Granular book
Book by Loan size (Rs Cr) Well diversified Geographical mix Well diversified Sectoral mix
Retad trade
mWest 1 m\West 2 mSouth 1 ml:_ Pharmaceuticals & Healthcare Infra & allied
moto1 1t02 2105 L Elatone oo & processing  bloate Prosucts
W5 to 10 m 10 to 25 W25 to 50 W South 2 H North 1 Naorth 2 . S;mm;mw aroducts Power & Ele-mn::l‘g Petroteum Products
50 & more East & others . EEE.?:EE‘E Metal & Metal Produ
Other Services = Trade

- Gems & Jewelary
Othar

Oithars
= Cement and Cement Products.

Source: Company, PL
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Exhibit 17: Garnering a higher share of new business flows while keeping risk levels under control

New originations Volume — Axis Bank v/s rest of Industry

Axis Bank vs. Industry — 90+ (90-Infinity)

MSME Originations by Volume: Axis Bank vs. Industry

~——Axis Bank
Rest of Industry

oYara
oYz

CYaIrn

CY Q42

cYaiza

cYQza

Delinguencies (MSME) = Axis Bank
Vs. Rost of Industry 50+ (90-Infinity}

/'—\\___/_\‘—__'
N N—

—Mxis Bank
—Rest of Industry

Sep-21
Jun-22

Mar 20
Dec-20

Source: Company, PL

November 25, 2022

11



Axis Bank

Exhibit 18: GPS strategy for wholesale book

Key Highlights from Wholesale Banking

The ratings mix of clients has improved over the years (89% being from A- or
better rated corporates), led by higher incremental sanctions to better rated
corporates and higher contribution of transaction banking fees to wholesale
fees (80% as on H1FY23). Rating mix is expected to slightly trend downwards
as focus segment for growth is Mid corporates which would be BBB to A- rated.

(P9. 2)

Bank has strengthened its position as a transaction bank by gaining market
share and higher contribution of transaction banking fees to wholesale fees.

Share in government business has improved led by providing all round
solution.

Endeavor to provide solutions across capital structure. Relationship RaROC
should continue to grow to contribute to profitability. Optimizing on cost and
improvement in NIM

Project Neo - Bank has made significant investments in 12-15 months for this
purpose to create a digital corporate bank comparable to global peers. Key
Highlights from Wholesale Banking

higher growth in focus segments & products

¥ Leverage One Axis capabilities to offer
comprehensive solutions to corporates

18% 43%

CAGR* adv

1st

rank in ECM segment
over [asl decade

Transaction banking fee as
% of wholesale fee as of
Sep22 up 1173 bps*

Banker of Choice

Brought down credit costs significantly v Strengthened the leadership team, product
capabilities and processes
0 0
80% 14.5% 700 bps 88%

4 R ™ . o
4 4fl Growth N € Profitability (O sustainability N
¥ Step up growth in Wholesale Bank led by ¥ Strengthen our positioning as a Transaction v Enhanced review and rigour while

strengthening the balance sheet significantly

foreign LC market share in
Sep'22, up from 52% as
of Mar19

Improvement in mix of corporales  peR n Whaolesale

rated A- & above since FY19 segment

0.52%

Net NPA in wholesale
segment, down from
3.56% as of Mar'18

Sankalp

has ransformed service delivery
and improved productivity

N AN J N S
Source: Company, PL
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Exhibit 19: Solution led banking has helped in gaining significant incremental share of Government business

Comprehensive solutions across various Departments / Bodies
Central and State r'. Central and State
H

Govt. Spending FY'22

Government T Autonomous Bodies
+ Central Sector & C55 (SMA +  Collection solutions (Fee,
& CMA) COmmission)
+  Gal + g-lendering & e-procuremant
+  PFMS Integration +  Cenfral Nodal Account

; Constitutional [ & |
State Local Bodies m Bodies & IHLs i

+  Collection & Payment
+  Smart Campus Solution

+  Revenue Collection
+  Fine & Fee collection

Total Govt, Expenditure
83.2 lac crs.

) +  Salary & Payroll
+  Smart City & Smart Card Management
Central and State L:! Co-operatives &
P5Us e Federations ] . \
Axis Bank Govt. Business inflows
+  Collection solutions (Online * Account Management ?1 0-1 |aﬂ crores (FY22)
& F"fy‘il{ﬂl] ' Solutions
+  e-endering & GeM + edendering & e-auction
+  Vendor Payment = Vendor Fa‘fl‘l‘rﬁl‘d i ,ﬂ\gE nt Othar Cestral Expandiluing | Paymints of subsbfies, Dilence, Devolullon of ke, peislons, Wasdler 1 Publi: Enberorises e
) collection
Analyst Dary 2022 8

Source: Company, PL
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Key Highlights from Retail Lending & Payments

Retail book has grown at 22% CAGR since FY13 with significant diversification
in mix over time towards focused products (600 bps Increase in mix of Retall
to overall Bank fees).

Business mix optimisation in secured segments towards high yielding products,
like increase in LAP (340bps over H1FY19), Affordable Housing Loans
(186bps growth over H1FY19), Used Car Loans (100bps increase). Strong
data analytics capabilities drive higher growth in unsecured segments.

Cards & Payments business has delivered consistent and strong profitable
growth. Continue to gain market share in Retail Card spends (market share at
7.6%) which has driven higher Cards & Payments Fees (27% contribution to
total bank fees). Citi bank acquisition to further strengthen card business. Aim
to maintain leadership position in the payment space.

Outlook — Focused on delivering healthy growth, through business mix
optimization, account aggregator and bharat banking, better risk framework.

Exhibit 20: GPS Strategy for Retail lending book

. I ™ . S
. ,ﬁﬂ Growth N E-/ Profitability 4 \:‘ Sustainability )
¥ Continued momentum in Retail Bank v Optimize business mix towards high +  Deliver superior customer experience
yielding loans through process transformation and digital
¥ Strong growth in focused products + Strong growth in retail assets and cards fee ¥ Strengthened the risk and collections
framework by leveraging analytics
49% 48% 600 bps 16% 70% 55%
SBB advances Increase in Credit Increase in mix of Retail to CAGR" In Retail assels thin digital loans  Persanal loans disbursed
CAGR* Cards in force” overall Bank fees® and earde fea - s ”“J : Lll-_-;l-_lli-l .A.'.,--;-‘ shursed
0 Unnati 0
2x 22% 21% 690 bps i 0.52%
Grawth in monthly Relall advances Share of unsecured lo total Increase in mix of und impravad productvity net NPA as of Sep'22
disbursements * CAGR over las! decade retail advances mix unsecured disbursements’ '
\ RS AN /

Source: Company, PL
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Exhibit 21: Retail book grown at 20%+ CAGR with being well diversified

Retail book has grown at 22% CAGR since FY13

| A 22% cAGR*

57%

...with significant diversification in mix over time
towards focused products

14%
145 143
o H
12% 11%
- . . y T r
Mar-13 Mar-16 Mar-19 Mar-22 Sep-22 Mar-1% Mar-22 Sep-22
=g=Share of Retail Advances @ @ @
Proportion of focus segments (i.e. PL. SBB, CC and Rural)
EPL MSBE mCC Rural lending M LAP BAuto loans B Home loans Others

Source: Company, PL

Exhibit 22: Robust growth in monthly disbursements

Growth in average monthly disbursements
(H1FY23 aver H1FY19)

ma i

m
LAP

Growth in book across segments
CAGR (Sep'22 over Mar'19)

Home Auta PL Gold Loan  Rural  Asha HL SBB Home Loan Auto Loan PL Credit Cards ~ Rural LAP SBE
Loan
Source: Company, PL
Exhibit 23: Retail Credit card being focus area has grown consistently

Continue to gain market share in Retail Card spends... -..driving higher Cards & Payments Fees s

Owerall CC market share

@ @ L 2]
Retail CC contribution to market share 27%
Contribution to
total Bank fees 22% I 2_2/
L B 16%
A 29% CAGR* ‘ T 81% YOY 2,822
2,432
83,582 1,976
62,083 62,621
1,208 1,275
34,590
18,255
FY16 FY19 Fy22 H1FY22 H1FY23 FY 16 FY19 Fy22 H1FY22 H1FY23
m Retail CC spends

m Corporate CC spends

Source: Company, PL
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Exhibit 24: xxx

Key highlights from Retail Liabilities Franchise

Granularization and Premiumization of liability franchise continues to make
strong progress. Steadily gaining share across districts led by our micro market
focused approach towards granular deposits. Premium segment share in the
Retail Savings* portfolio increased by ~220 bps YoY. Citi acquisition to further
strengthen our premiumization and granularization journey (Pg 2,3,4,15 PPT)

Focus on more NTB, corporate salary acquisitions. Drive higher business
growth and increase market share in Rural and Semi Urban markets through
asset led liability strategy & enhancing brand in RuSu markets. Personalization
engine to drive customer level deepening and boost product per customer.
Further, aim to leverage internal synergies to drive deposits.

Silver Linings — Focus on 50-60 years age group to help in their retirement
planning and funding, participate as a lifecycle phase.

GPS strategy of retail liabilities franchise

+  Steady growth in granular deposits

+  Market share gain in deposits across districts

¥ New products introeduced to enrich the
offerings across segments

4 4{|' Growth \

0
J
\\

Profitability . Sustainability

¥ Premiumization of the deposit franchise

¥ Reduction in cost of deposits led by higher
share of CASA deposits

+  Sweat existing infrastructure

+  Focus on rigor and rhythm in execution

+  Delivering superior customer service through
omni-channel presence and relationship focus

¥ Key initiatives to improve the quality of
deposits structurally

700+

Mao. of new branches
apened since Mar'18

14%

Bancassurance fees as
% of averall fees in FY22

1%

SA accounts opened
thraugh tab banking

0
43% 15% ~ 220 bps
Increase in new liability SA deposits Increase in share of premium
relationships added since FY20 CAGR* in retail SA in last 2 yrs
31% 27% 251 bps
""c'::::;r :r-?é r‘;’;‘ﬂﬁ;ﬁ“‘“ ﬁzﬁﬂmﬂ' Qo0 increase in CASA® ralio

65%

Of averall customer
requests serviced digitally

N /

. vy

N J

~121% 100%
Avg. LCR during Q2 FY23 of frontline staff enabled
on BYOD

Source: Company, PL

Exhibit 25: Granular & premium strategy impact

Exhibit 26: Steadily gaining share across districts

~220 bpS YoY increase in premium segment share of retail portolio* 300 (&} a% ‘ 5%
# Districts
200 4
1 00% roll out of Triumph operating rhythm extended to all resources with managed book , 44% A 31
100 - 243 e 224 [ER
' 10
60% increase in acquisition of Priority accounts after launch of new proposition in April'22 , o v I
» Market o 0 =50,
300 bpS increase in individual term deposits growth in H1 FY23 over FY22 share “1% 1% 10 2.5% 2.5% to 5% >=5%
Source: Company, PL Source: Company, PL
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Exhibit 27: Citi portfolio acquisition impact

Citi acquisition provides access to a sizable granular deposit
base with deep corporate salary relationships

Incremental addition® of ¥502 bn to overall deposits

High proportion of SA base constituting 73%

Affluent and digitally engaged SA customer base with
high balances per account

Best-in-class salary account customer base with 1600+
Suvidha corporates

Strategically located branches

e o o o o o o o o o o o o o o e e e e e e e e e e e e e e d

Combined (Axis + Citi*) deposits portfolio

Deposits
D INR
52% 8,610 Bn

Combined CASA ratio on proforma basis to
improve by ~200bps to 48%

Source: Company, PL
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Key highlights from Subsidiaries (One Axis)

Axis Finance — Started as wholesale financing NBFC, moved to retail now
39% of the book. 85% secured lending book. They currently have an AUM of
Rs. 204bn. Retail 70% secured, RE & LAS have been brought down to single
digit. Aim to grow at +20%, have digital path in most businesses, deliver returns
and maintain at same levels.

Axis Capital - Long-term Relationship mindset — both with Corporates and
Investors, built over two decades with focus on repeat IB business. Ability to
provide holistic solutions to Corporates, leveraging on ‘One Axis’ capabilities.
Committed to invest and build a world class franchise leveraging technology
and our relationships

Axis AMC — Market share doubled in last 4 years, 13% incremental mkt share
in industry, performance. Margin pressure in traditional channels exists.
Strengthen distribution channels with shift from however aim to leverage
technology, partner with intermediaries, small distributors, 60 branches, end
the year with 90 branches. Maintain growth rates as in the past. Margin
pressure exists in traditional channel.

Axis Securities - Rev per client stood at Rs. 5,760 in H1FY23, 2.65 active
client base. Focus would be to acquire quality customer, strengthen product
suite, build digital capabilities, penetration through Burgundy Private
customers. Partnered with 2 fintechs, would be live by Feb’23.

Exhibit 28: AXSB’s historical P/ABV trends

367 ——piABY 3yravg. avg. +1SD avg.- 15D |
32
. WS N—

: " F LT D .
244 ~ Y W T Y 4NV

v : I Ll |

20 1
16
1.2 1
08 T T 11T 17/ 17" T/ 17 T T T T 1T 1T T T T T T T T 1
2998333332383 3395555338983
ECQUECQUECQUECQUBCQUECQUB
33882388 =388=388=388="3848¢=

Source: Company, PL
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Income Statement (Rs. m) Quarterly Financials (Rs. m)
Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar Q3FY22 Q4FY22 Q1FY23 Q2FY23
Int. Earned from Adv. 4,96,166 6,47,971  8,00,697 9,60,786 Interest Income 1,72,611 1,77,762 1,87,287  2,02,389
Int. Earned from invt. 1,46,189 1,87,958  2,28,718 2,63,365 Interest Expenses 86,086 89,571 93,446 98,787
Others 16,132 14,474 16,842 19,099 Net Interest Income 86,525 88,191 93,840 1,03,603
Total Interest Income 6,73,768 8,56,887 10,54,213 12,52,271 YoY growth (%) 17.4 16.7 20.9 311
Interest Expenses 3,42,446  4,30,039  5,92,857 7,29,569 CEB 33,440 37,580 35,760 38,620
Net Interest Income 3,31,322  4,26,847 4,61,356  5,22,702  Treasury - - - -
Growth(%) 9.7 19.9 115 13.3  Non Interest Income 38,404 42,233 29,990 39,412
Non Interest Income 1,52,205 1,583,052 1,85,385 2,09,745 Total Income 211,015 2,19,996 2,17,276  2,41,801
Net Total Income 4,83,528 5,79,899  6,46,740 7,32,448 Employee Expenses 19,386 18,865 21,861 21,667
Growth(%) 5.2 22.3 22.7 17.9 Other expenses 43,928 46,900 43,099 44,186
Employee Expenses 76,126 92,886  1,01,710 1,11,438  Operating Expenses 63,314 65,765 64,960 65,852
Other Expenses 1,49,898 1,87,943  2,03,862 2,24,237 Operating Profit 61,615 64,660 58,870 77,162
Operating Expenses 2,36,108 2,80,829  3,05,572 3,35,675 YoY growth (%) 1.1 (5.8) 8.2) 30.2
Operating Profit 2,47,420 2,99,070 3,41,169  3,96,772  Core Operating Profits 57,945 62,350 65,540 78,022
Growth(%) (3.7) 20.9 14.1 16.3  NPA Provision 7,900 6,020 7,770 7,510
NPA Provision 47,974 35,168 27,390 34,125 Others Provisions 13,348 9,872 3,594 5,498
Total Provisions 73,595 31,091 58,690 66,677  Total Provisions 13,348 9,872 3,594 5,498
PBT 1,73,826 2,67,978  2,82,479 3,30,095 Profit Before Tax 48,267 54,788 55,276 71,664
Tax Provision 43,571 68,355 71,185 83,184 Tax 12,125 13,610 14,024 18,367
Effective tax rate (%) 25.1 25.5 25.2 25.2 PAT 36,142 41,178 41,253 53,298
PAT 1,30,255 1,99,623  2,11,294 2,46,911 YoY growth (%) 223.7 53.8 91.0 711
Growth(%) 97.7 53.3 5.8 16.9 Deposits 77,16,702 82,17,209 80,35,717 81,08,067
Balance Sheet (Rs. m) YoY growth (%) 20.3 17.7 12.6 10.1
/e Mar a2 s . s Advances 66,48,656 70,76,960 70,11,299 73,08,748
YoY growth (%) 16.7 15.2 14.0 17.6
Face value 2 2 2 2
No. of equity shares 3,070 3,072 3,082 3,088 Key Ratios
Equity 6,139 6,145 6,163 6,175 Y/e Mar FY22 FY23E FY24E FY25E
Networth 11,50,255 13,53,695 14,31,310 16,51,073 CMP (Rs) 888 888 888 888
Growth(%) 13.2 17.7 5.7 154 EPS(Rs) 42.4 65.0 68.6 80.0
Adj. Networth to NNPAs 55,122 37,197 38,433 47,238  Book Value (Rs) 375 441 464 535
Deposits 82,17,209  90,39,219 1,03,12,306 1,17,09,144  Adj. BV (70%)(Rs) 357 428 451 518
Growth(%) 17.7 10.0 14.1 135  P/E (x) 20.9 13.7 12.9 11.1
CASA Deposits 36,97,554 39,49,067 43,85,132 49,52,338  P/BV (x) 2.4 2.0 1.9 1.7
% of total deposits 45.0 43.7 42.5 42.3  P/ABV (x) 25 2.1 2.0 1.7
Total Liabilities 1,17,51,781 1,29,06,688 1,45,73,341 1,64,20,207 DPS (Rs) - 5.8 7.5 8.8
Net Advances 70,76,960 80,08,748 92,10,535 1,05,99,485 Dividend Payout Ratio (%) - 9.0 11.0 11.0
Growth(%) 135 13.2 15.0 15.1  Dividend Yield (%) - 0.7 0.8 1.0
Investments 27,55,972 30,73,335 33,69,432 36,53,639 Efficiency
Total Assets 1,17,51,781 1,29,06,688 1,45,73,341 1,64,20,207
Y/e Mar FY22 FY23E FY24E FY25E
Growth (%) 18.0 9.8 12.9 12.7
Cost-Income Ratio (%) 48.8 48.4 47.2 45.8
Asset Quality C-D Ratio (%) 86.1 88.6 89.3 90.5
Yle Mar FY22 FY23E FY24E FY25E  Business per Emp. (Rs m) 145 152 167 184
Gross NPAs (Rs m) 2,18,223 1,88,675 1,80,468 2,02,070 Profit per Emp. (Rs lacs) 12 18 18 20
Net NPAs (Rs m) 55,122 37,197 38,433 47,238 Business per Branch (Rs m) 2,823 3,035 3,327 3,646
Gr. NPAs to Gross Adv.(%) 2.8 2.3 21 2.1 Profit per Branch (Rs m) 24 36 36 40
Net NPAs to Net Adv. (%) 0.7 0.4 0.4 0.5 bu-Pont
NPA Coverage % 74.7 80.3 78.7 76.6
Y/e Mar FY22 FY23E FY24E FY25E
Profitability (%) NI 3.06 3.46 3.36 3.37
Y/e Mar Fyz22 FY23E FY24E FY25E  Total Income 4.47 4.70 4.71 4.73
NIM 3.6 4.0 3.8 3.8 Operating Expenses 2.18 2.28 2.22 2.17
RoAA 1.2 1.6 15 1.6 PPoP 2.29 2.43 2.48 2.56
ROAE 12.0 15.9 15.2 16.0  Total provisions 0.68 0.25 0.43 0.43
Tier | 16.3 16.6 16.0 15.9 ROAA 1.20 1.62 1.54 1.59
CRAR 185 18.6 18.0 17.7 ROAE 11.45 16.65 15.27 16.10
Source: Company Data, PL Research Source: Company Data, PL Research
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
9% 1 21-Oct-22  BUY 1,080 826
- 2 05-Oct-22  BUY 940 743
3 26-Jul-22 BUY 940 727
o 4 08-Jul-22  BUY 940 658
459 5 29-Apr-22  BUY 940 780
6 09-Apr-22 BUY 975 795
- £l 8 8 S S ﬁ 8 7 31-Mar-22 BUY 975 750
: z g g g g g 8 12-Jan-22  Accumulate 860 743
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 AAVASFinancers ~ Accumulate 2250 1,990
2 Axis Bank BUY 1,080 826
3 Bank of Baroda BUY 190 145
4 Can Fin Homes BUY 700 524
5 City Union Bank BUY 220 190
6 DCB Bank BUY 150 120
7 Federal Bank BUY 165 130
8 HDFC BUY 3,000 2,489
9 HDFC Bank BUY 1,800 1,439
10 ICICI Bank BUY 1,090 907
11 IDFC First Bank UR - 53
12 Indusind Bank BUY 1,450 1,218
13 Kotak Mahindra Bank Accumulate 2,100 1,903
14 LIC Housing Finance Accumulate 410 367
15 Punjab National Bank BUY 50 36
16 State Bank of India BUY 700 594
PL’s Recommendation Nomenclature (Absolute Performance)
Buy > 15%
Accumulate 5% to 15%
Hold +5% to -5%
Reduce -5% to -15%
Sell <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Gaurav Jani- CA, CFA Level 2, Ms. Palak Shah- CA, B.Com Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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