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Banks

Jan-Mar'23 Earnings Preview

Deposits gathering steam; lower NIM expansion

Banks in our coverage are expected to see better growth in core earnings at
+10.5% QoQ to Rs496bn compared to +3.8% QoQ in previous quarter, mainly
driven by lower provisions. Coverage banks would report better loan growth
at 5.5% QoQ (vs 3.8% in Q3FY23), while deposit accretion might be better at
+6.6% Qo0Q (2.6% last quarter). We expect NIM for banks to grow at a slower
pace by 7bps QoQ to 4.2% compared to +23bps in previous quarter. ICICIB,
and KMB could be outliers on NIM expansion. Opex to remain elevated at
Rs720bn (+8.1% QoQ), which would be offset by higher fees. Core PPoP at
Rs847bn may improve by +6.6% Qo0Q/27.8% YoY. Slippage ratio might rise by
8bps QoQ to 1.4% due to movement of accounts to NPA from OTR/ECLGS
pool. However, provisions may decline by 8bps QoQ to 79bps. Banks’ PAT is
expected to be at Rs528bn (+4.8% Qo0Q). Our preference is towards ICICIB,
SBl and DCB. Key monitorable would be guidance on deposits and NIM.

® System loan growth at 16%; deposit accretion picking up pace: System
credit in Feb’23 grew by +16% YoY (17% in Oct'22). Retail/services remain key
growth drivers (+20.7% & +20.4% YoY). Services credit growth is largely
attributable to NBFCs and trade while retail credit is being led by housing,
unsecured credit, vehicle loans and credit cards. Industrial credit growth is
slowing and was +7.0% YoY (13.6% in Oct'22) with offtake declining in large
industries and MSME. Momentum in agri continues (+14.3% YoY). Coverage
banks are expected to grow by 5.5% QoQ and 18% YoY compared to 15.7%
for the system (10" Mar'23 over 10" Mar'22). Deposit growth is gathering
momentum, which might further improve with hikes in deposit rates. As at 10™
Mar’23, system deposit accretion improved to +10.3% YoY (8.25% in Sep’22)
with CASA/TD YoY growth being +11.3%/+10.1%.

" Pace of margin expansion to be slower at +7bps: Further hike in systemic
rates and transmission of the same would lead to more increase in NIM this
quarter albeit at a slower pace, as deposit rate hikes are catching up. Margin
expansion in Q4FY23 for coverage banks is expected at 7bps QoQ to 4.19%
(vs +23bps QoQ in Q3FY23). With sustained credit offtake and cushion on Nill,
opex is expected to remain elevated (+8.1% Q0Q/20.2% YoY) which would be
partly offset by heathy fee income growth of 11.7% QoQ to Rs296bn, mainly
led by SBI (Q4 is seasonally strong). Core PPoP would come in at Rs847bn,
growing by 6.6% QoQ and 27.8% YoY.

"  Asset quality might see a blip: Asset quality is expected to see a slight blip
as slippage ratio could rise from 1.36% to 1.44%, driven by retail/MSME
slippages that may emanate from OTR/ECLGS pool. However, recoveries and
upgrades might remain healthy that would keep GNPA ratio controlled for
coverage banks at 2.66% (last quarter 2.8%). Provisions for our banks could
decline by 8bps QoQ to 0.79%, mainly led by normalization in standard asset
provisioning for SBI.

®  Core profitability to remain strong: Core PAT for our coverage banks is
expected to improve by 10.5% QoQ to Rs496bn, led by decline in provisions
and increase in core income. PAT is expected to be at Rs528bn (+4.8% Qo0Q).
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Large private banks — While system could see credit growth of 15-16% YoY,
private banks under our coverage could see loan growth of 18.1% YoY.
Deposit growth is expected to pick-up to 7.5% QoQ/16% YoY (last quarter
3.8%/14.3%). We envisage a decent NIl growth of 8.2% QoQ, as credit growth
and NIM could see further uptick QoQ. However, NIM accretion would be lower
this quarter at 6bps to 4.94% compared to 25bps in the previous quarter, given
deposit rate hikes across banks were much steeper in Q3FY23. With cushion
on revenue, opex could remain higher (+9.2% QoQ to Rs375bn) although core
PPoP may be Rs505bn (+4.5% QoQ). Provisions would largely be stable QoQ
at 0.9%; core PAT could be Rs315bn (+2.9% Q0Q/26.7% YoY).

Public Sector Banks — Coverage PSU banks may see tad better loan growth
than the system at 4.8% Qo0Q/17.9% YoY, although NII growth may be 6.4%
Qo0Q/30.6% YoY. NIMs to improve by 7bps QoQ to 3.53% (last quarter at
20bps). Driven by steady NIl growth and jump in fees for SBI, core PPoP might
grow by 24.9% YoY to Rs323bn. Asset quality expected to remain steady as
slippages would remain range bound, while provisions would fall from 87bps
to 69bps as SBI may see normalization of standard asset provisions. Core PAT
is expected to be at Rs189bn (+24% QoQ).

Mid-cap Banks — Our coverage mid-cap banks could see loan growth of
17.7% YoY (slightly lower with large banks), while NIl growth would be 31.2%
YoY. Loan growth would be largely led by FB (+20.5% YoY). NIM might remain
flattish; however, FB and DCB could see margin expansion by 5-10bps. Mid-
cap bank’s asset quality could improve mainly led by CUB; slippage ratio might
decline marginally to 2.2% resulting in provisions at 77bps (vs 89bps last
quarter). Core PAT is expected to improve 5.6% QoQ at Rs11.4bn.

Top Picks:

= |CICI Bank — Higher share of EBLR linked loans and superior deposit
franchise (longer maturity) to result in higher NIM expansion vs private
peers of 15bps QoQ. Hence, core PPoP may see higher growth of 8.5%
QoQ to Rsl144bn. Valuation at 2.22x on FY25E core ABV suggests a
discount of 13% to HDFCB. Maintain BUY with TP at Rs1,090.

= State Bank of India — Loan growth is expected at 4.7% QoQ and 17%
YoY, while NIM could expand by 7bps QoQ. Core PPoP is set to expand
by 12% QoQ to Rs250bn as fees would jump by 37% QoQ (seasonally Q4
is strong). Led by higher fees and decline in provisions, core PAT could
expand by 23.8% QoQ to Rs149bn. Valuation is attractive at 1.2x/1.0x on
core ABV of FY24E/FY25E. Retain BUY at TP of Rs730.

= DCB Bank — Loan growth could come in at 5% QoQ and 19% YoY, while
NIM may increase by 7bps QoQ. Hence core PPoP might enhance by 14%
QoQ. Net slippages materially declined (FY21-2.3%, FY22-1.1%, 9MFY23
- 0.14%) due to stronger recoveries. Hence, GNPA and NNPA reduced
from a peak of 4.9%/2.8% in Q1FY22 to 3.6%/1.4% in Q3FY23. Valuation
is compelling at 0.6x on FY25E ABV. Reiterate BUY with TP at Rs150.
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Exhibit 1: Recommendation for PL coverage universe
Coverage Universe CMP MCap New  Old NewPT OIdPT  Upside PIABV (x) RoE (%)
(Rs) (RsB) Rating Rating (Rs)  (Rs) (%) FY22 FY23E FY24E FY25E FY22 FY23E FY24E FY25E
Axis Bank 846 2,600 BUY = BUY 1100 1,100  30.1% 24 21 19 16 120 176 160 163
HDFC Bank 1,658 9249 BUY  BUY 1850 1,850  11.5% 39 34 3.0 26 167 170 165 163
ICICI Bank 868 6,060 BUY = BUY 1,090 1,00  255% 38 32 2.8 25 150 176 163 165
IndusInd Bank 1,069 829 BUY = BUY 1,500 1,500  40.3% 18 16 14 12 102 143 152 162
Kotak Mahindra Bank 1,757 3490 BUY  BUY 2100 2100  19.5% 5.1 43 36 33 126 132 117 124
Federal Bank 127 269 BUY  BUY 175 175 37.8% 15 13 1.2 11 108 146 144 153
IDFC First Bank 54 338 UR UR NA NA NA 18 NA NA NA 07 NA  NA NA
DCB Bank 102 32 BUY  BUY 150 150  47.2% 08 07 0.7 07 78 114 117 140
City Union Bank 126 93 BUY  BUY 190 190 51.2% 1.7 15 12 11 122 137 130 132
Bank of Baroda 166 861 BUY  BUY 20 220  324% 13 1.0 09 08 96 155 148 151
Punjab National Bank 47 243 UR UR NA NA NA 1.0 NA  NA NA 40 NA NA NA
State Bank of India 526 4,697 BUY = BUY 730 730  387% 2.1 16 15 13 107 1714 156 158

Source: Company, PL

ACC=Accumulate / UR=Under Review

Note — *Kotak & SBI valuation on S’lone book

Exhibit 2: Q4FY23 Banks Results Preview — Margin expansion to be slower, credit cost may see uptick

Rs Million
HDFC Bank 249,999 32.5% 8.8% 197,272 20.6% 3.7% 122,454 21.8% -0.1%
ICICI Bank 179,580 42.5% 9.1% 144,212 40.1% 8.7% 92,409 31.7% 11.2%
Axis Bank 124,158 40.8% 8.3% 94,526 46.2% 1.9% 59,029 43.4% 0.9%
Kotak 59,988 35.1% 6.1% 38,632 18.5% 0.3% 27,774 3.4% -0.5%
Indusind 47,216 18.5% 5.0% 38,255 14.9% 3.9% 19,265 41.5% -1.7%
Federal 20,991 37.6% 7.3% 13,700 71.6% 3.6% 8,184 51.4% 1.8%
IDFC First Bank 34,311 28.5% 4.4% 14,548 76.0% 15.4% 7,347 114.4% 21.5%
DCB Bank 4,864 27.8% 9.0% 2,222 0.6% 14.5% 1,273 12.2% 11.8%
City Union Bank 5,716 14.2% 2.9% 4,515 2.7% -9.2% 2,427 16.1% 11.4%
SBI 403,858 29.5% 6.1% 257,018 30.4% 1.9% 154,773 69.8% 9.0%
PNB 91,571 25.4% -0.2% 56,859 8.0% -0.5% 6,211 208.1% -1.2%
BOB 116,232 35.0% 7.4% 75,873 34.6% -7.8% 40,183 125.9% 4.3%
Total Banks 1,338,484 32.6% 6.8% 937,631 29.1% 2.4% 541,328 44.2% 4.9%
Total Private Banks 726,823 35.1% 8.0% 547,882 30.5% 4.6% 340,161 28.6% 3.3%
Total Public Banks 611,661 29.8% 5.3% 389,750 27.3% -0.5% 201,167 81.3% 7.6%
Rs Billion Margins Credit Cost
HDFC Bank 16,005 16.9% 6.2% 4.93%  0.55% 0.03% 0.85% -0.12% 0.10%
ICICI Bank 10,223 19.0% 4.9% 521% 0.97% 0.14% 0.82% 0.32% -0.11%
AXis Bank 8,275 16.9% 8.6% 4.49% 0.68% -0.01% 0.74% 0.18% -0.01%
Kotak 3,281 21.0% 5.6% 5.58%  0.80% 0.11% 0.20% 0.65% 0.00%
Indusind 2,900 21.3% 6.3% 4.65%  0.20% 0.05% 1.72% -0.72% 0.16%
Federal 1,746 20.5% 3.8% 3.94% 0.69% 0.05% 0.62% 0.41% 0.03%
IDFC First Bank 1,545 31.1% 5.0% 7.14% 0.49% -0.44% 1.22% -0.04% -0.01%
DCB Bank 346 19.0% 5.0% 4.41%  0.44% 0.07% 0.58% -0.35% 0.08%
City Union Bank 431 6.7% 2.3% 3.88% 0.05% -0.10% 1.30% -0.39% -0.83%
SBI 32,019 17.1% 4.7% 3.48% 0.47% 0.07% 0.56% -0.50% -0.19%
PNB 8,260 13.4% 3.2% 2.99% 0.47% -0.07% 2.28% -0.39% -0.08%
BOB 9,379 20.7% 5.3% 3.02% -0.06% -0.35% 0.98% -0.94% -0.10%
Total Banks 94,409 17.8% 5.3% 4.48%  0.48% -0.04% 0.88% -0.09% -0.19%
Total Private Banks 44,751 18.4% 6.1% 4.91% 0.54% -0.12% 0.84% 0.07% 0.01%
Total Public Banks 49,658 17.1% 4.6% 3.16% 0.29% 0.12% 0.93% -0.57% -0.16%
Source: Company, PL
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Exhibit 3: Asset quality to be sequentially steady
Q3FY23 Q4FY23E
GNPA NNPA PCR GNPA NNPA PCR
HDFCB 1.23% 0.33% 73.22% 1.22% 0.33% 73.00%
ICICIBC 3.12% 0.56% 82.63% 3.03% 0.59% 81.00%
Axis 2.46% 0.48% 80.81% 2.32% 0.47% 80.00%
KMB 1.90% 0.43% 77.57% 1.77% 0.40% 78.00%
11B 2.06% 0.62% 70.56% 1.96% 0.56% 72.00%
SBI 3.14% 0.77% 76.12% 2.95% 0.67% 78.00%
BOB 4.53% 0.99% 78.85% 4.21% 0.93% 79.00%
PNB 9.75% 3.29% 68.46% 9.34% 3.19% 68.00%
Federal 2.42% 0.73% 70.38% 2.33% 0.73% 69.00%
IDFCFB 2.87% 1.00% 65.97% 2.70% 0.92% 66.50%
DCB 3.63% 1.37% 62.95% 3.46% 1.31% 63.00%
CUBK 4.63% 2.67% 43.46% 4.55% 2.65% 43.00%

Exhibit 4: G-Sec yields stabilized at 7.3%

Source: Company, PL

Exhibit 5: Short-term curve moving up, long term steady

10-year G-Sec Yield

G-Sec Yield Curve
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Exhibit 6: Retail and services mainstay with ~20% YoY growth

—&— Industry

Retail

—a&— Services —#— Agri Credit
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Exhibit 8: Lending rates continue to rise with repo hikes

Exhibit 7: Across banks rates have been hiked in-line with the system

. MCLR 1YR % Change

Banks MCLR Profile

Sep-22 Dec-22 Mar-23  3Months  6Months
HDFC Bank 8.20% 8.60% 8.95% 0.35% 0.75%
Axis Bank 8.10% 8.75% 8.95% 0.20% 0.85%
ICICI Bank 8.00% 8.40% 8.75% 0.35% 0.75%
KMB 8.20% 8.65% 9.05% 0.40% 0.85%
Indusind Bank 9.40% 9.95% 10.15% 0.20% 0.75%
SBI 7.70% 8.30% 8.50% 0.20% 0.80%
Bank of Baroda 7.70% 8.30% 8.55% 0.25% 0.85%
Punjab National Bank 7.70% 8.10% 8.50% 0.40% 0.80%
Federal 8.50% 9.00% 9.30% 0.30% 0.80%
PSBs — Median 7.70% 8.15% 8.53% 0.38% 1.18%
Pvt — Median 8.75% 9.05% 9.30% 0.25% 1.02%

Source: Company, PL

Exhibit 9:

PSBs gap reduce while PVBs steady
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Exhibit 10: Deposit rates increased across banks Exhibit 11: TD rates go up in-line with repo rate hikes
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Exhibit 12: Pvt/PSBs TD rates gap declining and near to 0

Exhibit 13: Gap in lending rates for Pvt/PSB steady

—4&— Gap in o/s TD rates btwn Pvt/PSBs
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Exhibit 14: Q4FY23 Result Preview (Private Banks)
Company Name Q4FY23E  QaFy22 YO E,’/:' Q3ry2z Q0Q 90’/;' Remark
NIl (Rs mn) 124,158 88,191 40.8 114,593 8.3
PPOP (Rs mn) 94,526 64,660 46.2 92,775 1.9 We expect NIl growth of 38.4% YoY and
Provisions (Rs mn) 15,336 9,872 553 14,377 6.7 ;&Z:f’ QoQ as rate transmission takes
. PAT (Rs mn) 59,029 41,178 43.4 58,531 0.9 ’
Axis Bank . .
Loans (Rs bn) 8,275 7,077 16.9 7,621 8.6 Credit Costs to remain muted at 79bps.
Margin (%) 4.49 3.81 68 4.50 @) Margins expected to be flat as cost of
GNPA (%) 2.31 2.82 (51) 2.46 (15) funds are expected to move up.
Credit Cost (%) 0.74 0.56 18 0.75 (1)
NIl (Rs mn) 249,999 188,727 325 229,878 8.8
PPOP (Rs mn) 197,272 163,570 20.6 190,241 3.7 We expect a NIl growth of 32.5% YoY
i /8.8% QoQ led by strong loan growth of
P R 4 124 2. 2 4 21.1
P,T:SFlzons e 1221222 12(3),552 21 2 1221225 0.1 6.23% Q0Q, however margin growth would
s mn . ] . ) - i
SRS ( ) (0.1) pe flattish.
Loans (Rs bn) 16,005 13,688 16.9 15,068 6.2 - _ Tt T sl
) ank may continue to build in buffer
Margin (%) 4.93 4.38 55 4.90 3 provisions, which would lead to steady
GNPA (%) 1.22 1.17 5 1.23 (1) earnings.
Credit Cost (%) 0.85 0.97 (12) 0.75 10
NIl (Rs mn) 179,580 126,046 42.5 164,650 9.1 We expect NIl to grow at 42.5% YoY
higher than industry aided by stable loan
PPOP (Rs mn) 144,212 102,929 40.1 132,712 8.7 growth of ~19% mainly from retail
Provisions (Rs mn) 21,000 10,690 96.5 22,574 (7.0) portfolio.
PAT (Rs mn) 92,409 70,187 31.7 83,119 11.2 . .
ICICI Bank Margins would continue to expand
Loans (Rs bn) 10,223 8,590 19.0 9,740 4.9 however at a slower rate, as CoF goes up
Margin (%) 5.21 4.24 97 5.08 14
Asset quality would continue to improve,
CLE () .08 560 (57) ez ©) as recoveries would be higher than
Credit Cost (%) 0.82 0.50 32 0.93 (11) slippages.
NIl (Rs mn) 47,216 39,852 18.5 44,954 5.0
PPOP (Rs mn) 38,255 33,285 14.9 36,804 3.9 We expect earnings driven by decent loan
Provisions (Rs mn) 12,500 14,635 (14.6) 10,647 17.4 9growth of 21% YoY.
PAT (Rs mn) 19,265 13,614 41.5 19,592 (1.7) we expect margins to slightly uptick
Indusind Bank i 0
Loans (Rs bn) 2,900 2,391 21.3 2,728 6.3 (5bps) sequentially to 4.65%
Margin (%) 4.65 4.45 20 4.60 5 With asset quality improving we expect,
GNPA (%) 1.96 227 (31) 2.06 (10) provisions to remain range bound.
Credit Cost (%) 1.72 2.45 (72) 1.56 16
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Company Name Q3FY23E  Q3FY22 YOY(g‘/:)' Q2FY23
NIl (Rs mn) 59,988 44,408 35.1 56,529 6.1 : :
Kotak's loan traction has been strong and
PPOP (Rs mn) 38,632 32,593 18.5 38,498 0.3 we expect the momentum to conitnue and
Provisions (Rs mn) 1,600 (3,062  (152.3) 1,488 7.5 build-in 21% YoY & 5.6% QoQ growth.
Kotak Mahindra PAT (Rs mn) 27,774 26,868 3.4 27,919 (0.5) credit cost would remain in the same
Bank Loans (Rs bn) 3,281 2,713 21.0 3,107 5.6 range with PCR near to 78%.
Margin (%) 5.58 4.78 80 .47 11 cASA accretion to slow down further,
GNPA (%) 1.77 2.34 (57) 1.90 (13) hence margins would see only marginal
. improvement.
Credit Cost (%) 0.20 (0.45) 65 0.19 0
NIl (Rs mn) 20,991 15,252 37.6 19,565 7.3
PPOP (Rs mn) 13,700 7,982 71.6 13,218 36 .
o With better than industry average loan
Provisions (Rs mn) 2,700 752 258.9 2,463 9.6 growth of 20.5% YoY & 3.8% QoQ, NIl is
PAT (Rs mn) 8,184 5,405 51.4 8,036 1.8 expected to grow at 37% YoY.
Federal Bank
Loans (Rs bn) 1,746 1,449 20.5 1,682 3.8 Margins may inch up towards 3.94%.
Margin (%) 3.94 3.24 69 3.89 5 o . .
We build in tad higher slippages.
GNPA (%) 2.33 2.80 (48) 242 (10)
Credit Cost (%) 0.62 0.21 41 0.59 3
NIl (Rs mn) 34,311 26,692 28.5 32,853 4.4 _
PPOP (Rs mn) 14548 8,265 760 12,608 15.4 NIl should be strong at 28.5% YoY given
lending growth in retail remains robust
Provisions (Rs mn) 4,700 3,695 27.2 4,502 4.4 although on low base.
. PAT (Rs mn) 7,347 3,427 NA 6,046 21.5 : :
IDFC First Bank Opex would continue to remain elevated
Loans (Rs bn) 1,545 1,179 31.1 1,471 50 g o Tk om rEEl
Margin (%) 7.14 6.65 49 7.58 (44)
We remain watchful on asset quality
GNPA (%) 2 e (100) L (17) surprises especially from legacy book
Credit Cost (%) 1.22 1.25 (4 1.22 (@)
NIl (Rs mn) 4,864 3,805 27.8 4,460 9.0
PPOP (Rs mn) 2,222 2,208 0.6 1,941 145 We expect earnings to grow 11%
o QoQ/YoY led by better NIl though opex
Provisions (Rs mn) 500 676 (26.0) 407 22.9 may be elevated.
PAT (Rs mn) 1,273 1,134 12.2 1,139 11.8 o )
DCB Bank Asset quality is expected to slightly
Loans (Rs bn) 346 291 19.0 330 5.0 improve QoQ with trend in healthy
Margin (%) 4.41 3.97 44 4.33 7 recoveries continuing; however we are
watchful on slippages from the OTR
GNPA (%) 3.46 4.33 (87) 3.63 17) pool.
Credit Cost (%) 0.58 0.93 (35) 0.49 8
NIl (Rs mn) 5,716 5,007 14.2 5,657 2.9
HPOIP (S i) 4515 SHER il G €2 Competitive presure is easing off which
Provisions (Rs mn) 1,400 1,709 (18.1) 2,245 (37.6) would help in pricing.
: . PAT (Rs mn) 2,427 2,090 16.1 2,178 114
City Union Bank Slippages are expected to reduce
Loans (Rs bn) 431 404 6.7 421 2.3 sequentially, which would help in
Margin (%) 3.88 3.82 5 3.98 (10) controlling credit costs and hence
GNPA (%) 455 4.70 (15) 4.63 (g) 'MProve eamings.
Credit Cost (%) 1.30 1.69 (39) 2.13 (83)

Source: Company, PL
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Exhibit 15: Q4FY23 Result Preview (PSU Banks)

Remark

Company Name

State Bank of
India

Punjab National
Bank

Bank of Baroda

NIl (Rs mn)

PPOP (Rs mn)
Provisions (Rs mn)
PAT (Rs mn)
Loans (Rs bn)
Margin (%)

GNPA (%)

Credit Cost (%)

NIl (Rs mn)

PPOP (Rs mn)
Provisions (Rs mn)
PAT (Rs mn)
Loans (Rs bn)
Margin (%)

GNPA (%)

Credit Cost (%)

NIl (Rs mn)

PPOP (Rs mn)
Provisions (Rs mn)
PAT (Rs mn)
Loans (Rs bn)
Margin (%)

GNPA (%)

Credit Cost (%)

Q4FY23E

403,858
257,018
45,000
154,773
32,019
3.48
2.95
0.56
91,571
56,859
47,000
6,211
8,260
2.99
9.34
2.28
116,232
75,873
23,000
40,183
9,379
3.02
4.21
2.28

Q4FY22

311,979
197,168
72,375
91,135
27,340
3.01
3.98
1.06
73,041
52,648
48,515
2,016
7,282
2.53
11.77
2.66
86,117
56,351
37,364
17,788
7,772
3.08
6.61
2.66

(103)
(50)
25.4

8.0
(3.1)
NA
13.4
a7
(243)
(39)
35.0
34.6
(38.4)
NA
20.7
(6)
(240)
(39)

Q3FY23

380,686
252,193
57,606
142,057
30,582
3.41
3.14
0.75
91,794
57,159
47,133
6,289
8,004
3.06

9.7

2.36
108,182
82,321
24,039
38,527
8,907
3.37
4.53
2.36

SBI should continue to report better NII
growth of 29.5% YoY & 6.1%, while loan
growth would be higher than industry at
4.7% QoQ.

We expect slippages to go up, however
credit cost below 1%

Margin may improve 6-7bps sequentially.

NIl & Operating profit would be flattish
sequentially; however, opex & provisions
would remain elevated.

Asset quality should come down due to
recoveries/w.offs keeping GNPASs rise
limited.

Earnings should continue to improve with
4.3% QoQ growth.

Margins to remain muted sequentially
(due to one-off in previous quarter).

Slippages may be tad higher at 2%,
however credit cost would remain in 1-
1.2% range.

Source: Company, PL
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Exhibit 16: Change in Estimates
. NIl (Rs bn) PPoP (Rs bn) PAT (Rs bn)
Rating Target Price
FY23E FY24E FY23E FY24E FY23E FY24E
%
0, 0, 0, 0, 0,
c P c P Chn;’ c P Chn: c P Chn;’ c P Chn: c P %Chng. C P Chn: C P Chn
b b b b b 7
Axis Bank BUY BUY 1,00 1,100 0.0% 436.2 434.0 0.5% 489.0 482.7 1.3% 3233 3207 08% 3523 3475 14% 2121 2102 09% 2164 2137 1.3%
HDFC Bank BUY BUY 1,850 1,850  0.0% 884.9 874.6 1.2% 1,012.7 1,0004 1.2% 7151 706.6 1.2% 8147 8047 1.2% 4431 4382 1.1% 4903 4849 1.1%
ICICI Bank BUY BUY 1,000 1,090 0.0% 624.2 618.8 0.9% 673.1 670.5 04% 4968 4893 1.5% 5400  534.9 1.0% 3202 3168 1.1% 3410 3375 1.0%
Indusind Bank BUY BUY 1,500 1,500 0.0% 176.4 176.2 0.1% 201.7 199.9 0.9% 144.2 143.9 0.2% 169.0 167.9 0.6% 72.8 726  0.3% 88.2 879 0.3%
Kotak Mahindra Bank BUY BUY 2,00 2,100 0.0% 2145 212.7 0.9% 2343 2339 0.2% 140.6 138.6 1.4% 156.9 156.5 0.2% 1022 1008 1.4% 1061 1058 0.3%
Federal Bank BUY BUY 175 175 0.0% 742 73.3 1.2% 83.7 83.7 0.0% 48.8 48.0 1.7% 54.6 54.5 0.2% 293 288 1.5% 325 324 0.3%
DCB Bank BUY BUY 150 150  0.0% 17.2 17.0 0.8% 191 19.1 0.0% 7.6 7.6 1.3% 9.7 9.7 0.0% 4.5 45  0.5% 5.3 53 0.0%
City Union Bank BUY BUY 190 190  0.0% 222 22.7 -2.4% 23.7 246 -3.8% 18.5 190 -24% 19.6 203 -3.2% 9.6 98 -2.1% 104 10.7 -3.0%
Bank of Baroda BUY BUY 220 220  0.0% 4145 411.7 0.7% 452.7 448.7 09% 2638 2599 1.5% 2896  284.0 20% 1335 1306 23% 143.6 1402 2.4%
State Bank of India BUY BUY 730 730 0.0% 14402 14336 0.5% 15534 15431 0.7% 8398 8327 0.8% 9374 9347 0.3% 4885 4870 03% 5033 5012 0.4%
Source: Company, PL C=Current / P=Previous / UR = Under Review
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Analyst Coverage Universe

Company Name TP (Rs) Share Price (Rs)
1 AAVAS Financiers Accumulate 2,200 1,999
2 Axis Bank BUY 1,100 865
3 Bank of Baroda BUY 220 164
4 Can Fin Homes BUY 700 530
5 City Union Bank BUY 190 160
6 DCB Bank BUY 150 114
7 Federal Bank BUY 175 129
8 HDFC BUY 3,000 2,613
9 HDFC Asset Management Company BUY 2,100 1,797
10 HDFC Bank BUY 1,850 1,601
11 ICICI Bank BUY 1,090 870
12 IDFC First Bank UR - 60
13 Indusind Bank BUY 1,500 1,223
14 Kotak Mahindra Bank BUY 2,100 1,763
15 LIC Housing Finance Accumulate 410 376
16 Punjab National Bank UR - 57
17 State Bank of India BUY 730 544
18 UTI Asset Management Company BUY 830 668

PL’s Recommendation Nomenclature

Buy o >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell 1 <-15%
Not Rated (NR) . No specific call on the stock
Under Review (UR) : Rating likely to change shortly
April 11, 2023 10
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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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