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Well placed on growth, NIM and asset quality troika

We believe Indusind Bank (IIB) is well placed on growth, NIM and asset quality troika. The bank has delivered the
highest CAGR in retail deposits, which should sustain, fuelling superior ~18% CAGR in loans. NIM is likely to remain
stable, resulting in sector leading ~16/17% CAGR in NIl / PPOP for FY24-26E. The bank has ~5-15bps improvement
scope in each of NIM, opex to assets and credit costs over FY24-26E. Yet, we are conservatively factoring cumulatively
<10bps RoA expansion to ~1.9% (FY25-26E) as we believe the bank would be re-investing in franchise and/or enhance
cushion on credit costs and/or elongate growth trajectory. We acknowledge the current tight funding environment and
thus our target multiple does not embed material growth component. Retain BUY with an unchanged TP of INR 2,000.

Favourably placed on growth, NIM and asset quality troika

We believe Indusind Bank is well placed on growth, NIM and asset quality
troika. It has delivered ~19/26% CAGR in regulatory retail deposits over 2/3
years, which is significantly higher than peers and could sustain. Headline
deposits growth has been relatively moderate at 13-15% YoY due to
opportunistic non-retail deposits growth thanks to excess liquidity. We believe
the bank may have to step-up on non-retail deposits growth to fund the
envisaged superior loan growth and may still see the share of regulatory retail
rising (in-line with PC6 ambition). The bank is reasonably placed on LDR
(~89%) and LCR (122%) as well. NIM should remain steady led by higher share
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have been broadly moderating and have scope for further improvement. Bloomberg Code B IN
. . . . . Reuters Cod INBK.BO
Ripe for re-rating w.|th BoA expansion and qm_ongst highest NII 5Zeuwe;:k sqsge (INR) 1,695 /996
/ PPOP growth; maintain BUY with >30% upside Free Float (%) 85.0
We see Indusind Bank delivering one of the highest NIl and PPOP growth, ~ADTV-3M (mn) (USD) 62.7
driven by steady NIM and superior growth. Unlike moderating RoA at systemic s % . P
levels, IIB should deliver RoA expansion over FY23-26E. We estimate FY25- A:»cel erformance (%) (5; 5'2 45"11
100 S . , solute . . .
26E RoA at . 1.9%, W.hICh is significantly higher than the last 10 years gveroge Relgtive to Sensex (80) (45 200
(~1.6%), while valuations at ~1.7/1.4x FY25/26E ABV are much attractive. CET
1 at >16% is more than adequate. Reiterate BUY with an unchanged TP of INR
2,000. Key risk: Less than 3-year term renewal of incumbent MD & CEO.
Earnings Revisions (%) FY24E FY25E

Financial Summary

PAT

Y/E March FY23A FY24E FY25E FY26E

NIl (INR bn) 1759 207.5 239.6 277.5

Op. profit (INR bn) 1435 158.8 188.0 220.1

Net Profit (INR bn) 73.9 90.1 107.2 1255

EPS (INR) 95.2 116.0 138.0 161.6

EPS % change YoY 59.9 218 18.9 17.1

ABYV (INR) 683.6 780.0 897.0 1,031.7

P/BV (x) 2.1 1.9 1.6 1.4

P/ABV (x) 2.2 19 1.7 1.4 Previous Reports

Return on Assets (%) 1.7 1.8 19 19 19-01-2024: Q3FY24 results review
Return on Equity (%) 14.5 15.5 16.1 16.4 19-10-2023: Q2FY24 results review

Please refer to important disclosures at the end of this report
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Reasonably placed on LDR / LCR; Retail deposits CAGR amongst
highest and thus should see overall deposits growth healthy

At 88.7% as of Q3FY24, 1IB has one of the lowest LDR within large private banks and
appears reasonably placed. During Q3FY24, IIB was one of the few banks to see QoQ
rise in LCR. At 122%, the bank appears favourably placed on LCR.

[IB has made commendable progress on retailisation of deposits. Within large private
banks, it has delivered the highest 2/3 year CAGR in regulatory retail at around
19/26%, which is significantly higher than peers. The run-off factors for regulatory
retail has also come off for the bank. The share of regulatory retail deposits (average
basis) has risen to ~43% vs 33% three years ago. On period-end basis, share has risen
from 36% to 45% during the same period. [IB under PC6 guides for 45-50% range for
regulatory retail by FY26.

[IB's strong regulatory deposits growth has been achieved by expanding distribution,
scaling up new business — affluent and NRI, leveraging BFIL for rural customers /
merchants and digital partnership. We believe almost 100% of NR and affluent
deposits are accounted under regulatory retail. Its continued strong growth in NR
(currently at ~29% YoY; 11-12% of overall deposits base) and affluent deposits base
should continue to aid retail deposits growth.

Importantly, while retail deposits growth has been strong at ~20% CAGR,
headline deposits growth has been moderate at 13-15% CAGR in the last
couple of quarters as IIB has been opportunistic on non-retail deposits (~9%
CAGR for 2 years) thanks to excess liquidity. We believe the bank may have to
step-up on non-retail deposits to fund the envisaged growth and may still see
the share of regulatory retail rising (in-line with PC6 ambition).

Committed to superior 18-23% loan CAGR, driven by retail

Despite challenges, IIB delivered ~17% CAGR in loan growth during FY21-23 under
planning cycle 5, by toggling loan sub-segments. The bank remains committed to the
guided 18-23% CAGR (FY23-26) in loans under PC 6, though the quarterly variations
may not be ruled out, in our view.

[IB has diversified its vehicle offerings over the period to tackle the likely moderation in
CV growth ahead and thus expects ~20% CAGR in overall vehicle book. Car and UV
segment growth is likely to remain strong while the bank remains confident of gaining
market share in CV book. The unsecured retail loan (personal and credit card)
proportion is likely to remain contained at 5-6%. Importantly, [IB's growth drivers
include its strong domain expertise (vehicle, MFI) or lower base (affordable housing,
merchant, small corporates, credit card, PL), thus driving comfort. The bank has
moderated large corporate growth over the past couple of quarters, though small / mid
corporate growth is guided to remain strong. Overall, retail growth should continue to
be strong while large corporate book is likely to be the most sensitive to overall funding
situation.

We see the bank delivering ~18% YoY for FY24, implying QoQ growth of 4.5%. We
estimate FY24-26E loan growth at ~18% CAGR, which in-part factors, easing liquidity
situation at the system level beginning H2FY25. Overall, the bank should be delivering
top quartile growth in the coverage.
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Well placed on declining rate cycle; NIM to be steady with upward
bias vs falling trajectory at system

We believe IIB is well placed in the current phase of interest rate cycle. In the rate
upcycle, it had the lowest rise in calculated yields at around 80bps, around 40-60 bps
lower than peers. The lower rise in yields can be attributed to the negligible share of
mortgage / EBLR loans and higher share of fixed rate loans (~50% of total loans). For
similar reasons, IIB should see the lowest yield pressure in the current rate down cycle.
The bank also has relatively less reliance on unsecured retail loans, which could see
deceleration in growth going ahead. We highlight ~600bps yields differential
between corporate (~9.0) and retail (~15.0%) loan book at IIB, and thus, steady mix
change in favour of retail should lead to steady yields going ahead.

Importantly, the rate cut cycle should cool-off the pressure on deposits rates. 1IB, with
relatively higher proportion of non-regulatory retail loans, should see faster decline in
the cost of deposits relative to peers. As against NIM decline for peers over the next 12
months, we believe IIB has scope to further improve NIM (by 10-20 bps) over FY24-
26E led by stable yields and easing pressure on wholesale deposits. We are still
building broadly stable NIM for FY24-26E, as we believe the bank would use the
cushion to further improve retail deposits franchise and/or sustain strong loan growth.
We see the bank delivering ~16% CAGR in NIl for FY24-26E, one of the highest across
peers.

Opex growth to moderate; strong NIl growth to percolate down to
strong operating earnings

Staff cost growth has risen from ~19% in FY23 to ~30% YoY levels due to sizeable rise
in headcount, higher business volume and wage hike. Total headcount, including
subsidiary has grown to ~100k vs ~80k earlier. The bank has also stepped-up on
technology spends and digitization. 1IB has also enhanced liability facing roles, which
may continue going ahead. Positively, a large part of the loan-related tech capex
seems to have been done and thus the bank has scope for operating leverage. As of
now, opex growth is running higher than revenue growth, which is likely to reverse
over the next four quarters though cost income can inch-up in the interim.

The fee profile of the bank has become fairly granular and the growth should broadly
be in-line with loan growth. Overall, we see strong NIl growth percolating down to core
operating earnings levels. We estimate core PPOP growth of 16% YoY for FY25E rising
to ~18% YoY for FY26E, one of the highest across peers.

Estimate further improvement in gross slippages / credit costs

[IB saw elevated corporate slippages in the second half of asset quality review period
(FY18-21) and a jump in retail slippages during pandemic (FY21-22). With receding
pandemic, FY23 gross slippages moderated to 2.4% for FY23, lowest since FY19. For
the last couple of quarters, gross corporate slippages have been <1% broadly and are
likely to remain benign. Retail slippages have been broadly improving (barring QoQ
rise in Q3FY24) as restructured loans are getting run-down and collections are
normalising. Restructured loans now stand at ~0.5% of loans vs 2.6% as of FY22. 1IB
is hopeful of full repayment of the stress telecom funded exposure in Q4FY24, which
should improve the manoeuvrability of the contingent provisions, in our view.

Overall, gross slippages have improved to 1.8-2.2% in the current financial year vs
>3.0%, a few quarters ago. Similarly, net slippages also improved to 1.0-1.1% vs
~2.0%, a few quarters ago.

We argue that comparison on gross / net slippages and credit costs (vs peers) for 1IB
may not be appropriate due to difference in customer profile / loan mix and purely
yield differentials. Nonetheless, what seems to have gone unnoticed is the meaningful
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improvement in gross slippages at IIB and stabilization in net slippages. Unlike peers,
security receipts at lIB are also different as underlying assets are predominantly vehicle
NPAs (unlike corporates at peers) which have healthy recoverability.

We estimate gross slippages for FY25-26E around 1.7-1.8% (as a % of same year
loans). Our slippage estimates, in-turn assume <1% slippages in corporate segment,
~1.5% for vehicle loans and ~4.0% for MFI. Post pandemic, there has been some
changes in the MFI customer behaviour, leading to somewhat lower collection
efficiency. We believe the MFI business at IIB is still delivering ~5.0% RoA even at
current delinquencies (~4.0%). We are fairly confident on corporate asset quality
behaviour at the system level and thus for IIB as well. Our slippages estimate for retail
business is still conservative vs like-to-like pre-covid (FY20) levels.

[IB has ~40bps of contingent provisions, excluding general provisions and intends to
boost it further. We estimate credit costs to improve from ~160bps in FY23 to ~120
bps for FY24-26E. Our credit cost assumptions factor in the rise in PCR to 75% (vs
~70% now) by FY25E. We believe the bank is also preparing well for Ind-AS
implementation and the transition should be reasonably comfortable in the context of
higher share of self-employed customer / loan mix.

Levers for RoA expansion; estimate RoA / RoE at ~1.9 /16%; tier 1 at
>16% stands strong

We believe IIB is reasonably placed on LDR (89%) and liquidity (122%). The bank has
delivered one of the highest regulatory retail deposits growth and can sustain the same
led by franchise improvement and differential pricing. We are fairly confident on its
stable NIM trajectory, given the higher share of fixed rate loans, favourable loan mix
and easing cost of deposits. Overall, the bank should see strong revenue growth
percolating down to PPOP, which along with steady to improving credit costs should
lead to healthy PAT levels. We estimate NIl / Core PPOP / PAT CAGR of ~16/17/18%
for FY24-26E, amongst the highest across banks under coverage.

RoA have expanded from ~1.2% in FY22 to 1.7% in FY23. We expect RoA to improve
further to ~1.9% by FY25/26E. We estimate RoE to rise to >16% for FY25/26E vs ~14%
for FY23. We argue that the bank has decent ~5-15bps improvement scope in each of
a) NIM; b) opex to assets, and c) credit costs over FY24-26E. Yet, we are factoring only
cumulatively <10bps improvement in RoA for FY24-26E as we believe the bank would
be re-investing in franchise and/or would enhance cushion on credit costs and/or
elongate growth trajectory. CET 1 at 16.07% remains strong and adequate to fund the
envisaged growth over the next 18-24 months, in our view.

Poised for re-rating; reiterate BUY with an unchanged target price
We believe lIB is ripe for re-rating. The bank is well placed on current interest rate cycle
and should have broadly stable NIM trajectory, unlike peers which are likely to see NIM
compression. The bank has relatively less reliance on unsecured personal / gold loans
(no end use monitoring, current key concern of the regulator) and the growth is likely
to be driven by niche domains. In our view, the bank is likely to report amongst the
highest NIl / PPOP growth for FY24-26E, vs peers. It is also one of the few banks in the
coverage to see rising RoA over FY23-26E vs moderating RoA for the system.

We forecast FY25-26E RoA rising to ~1.9%, which is significantly higher than the last
10 years’ average of ~1.6%. Current valuations at ~1.7/1.4x FY25/26E ABV is attractive
vs mean l-year forward book value multiple of ~1.7/2.5x for 5/10 year’s average.
Maintain BUY with an unchanged target price of INR 2,000. We acknowledge the
change in operating business environment (post pandemic) and current tight funding
environment. Our target multiple of ~1.9x FY26 ABV is similar to the projected RoA
(FY25-26E) and thus does not embed any material growth component. We maintain
[IB as one of our top banking ideas.
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Exhibit 3: Loan mix

Loan mix (INR bn)
Large Corporate

Mid Corporates
Small Corporates
Total

Comm. Vehicle Loans
Utility Vehicle Loans
Three Wheeler Loans (small CV)
Two Wheeler Loans
Car Loans

Tractor

Equipment Financing
Total (A)

Non-Vehicle Loans

Credit Cards

LAP

Business Banking

BL, PL, GL, AHL, Others
Microfinance (includes BFIL)
Total (B)

Consumer Finance (A) + (B)
Net Advances (I+ll)

Key risks

Sharp rise in delinquencies impacting growth / profitability and lack of clean 3-year
term extension for the incumbent MD & CEO (the current 2-year term expires in
Mar'25). Separately, the bank appears confident of not being impacted by promoter
acquisition of stressed asset under NCLT (link).

Exhibit 1: Planning cycle 6

Planning Cycle 6 (FY 2023-26) Q3FY24 Outcome

Loan Growth 18%-23% 20% |
—J o
Retail Loan Mix 55%-60% l 55% |
R R
5 Retail Deposits as per LCR 45%-50% | 45%
3 S ) R
3
§ PPOP / Loans 5.25% - 5.75% l 5.2% \
= J 4
Branch Network 3,250 - 3,750 | 2,728
e —
Customer Base > 50mn ‘ 38mn 1
= J

Source: Company data, |-Sec research

Exhibit 2: Loan growth has been consistently strong till pandemic

Loan growth

(%) Fyi4 FY15 FYle FY17 FYy18 FY19 FYy20 Fy21 FY22 FY23

Corporate 38 33 28 30 16 31 (11) (0) 20 23
Vehicle 5 8 22 20 24 26 7 7 1 22
Non-vehicle 73 62 58 39 115 26 920 3 12 19
Total 24 25 29 28 28 29 11 3 12 21

Source: Company data, I-Sec research

Q3FY23  Q4FY23  QIFY24  Q2FY24  Q3FY24  YoY (%) QoQ (%) Mix (%)

711 743 771 792 810 14.0 2.2 248
442 464 476 480 488 10.5 18 14.9
118 134 147 160 168 427 5.1 5.1

1,270 1,342 1,394 1,432 1,466 15.4 2.4 44.8
268 282 293 309 319 18.8 3.2 9.7

83 920 98 107 120 438 11.4 37
34 35 36 38 39 17.1 4.4 12
47 48 48 48 52 9.2 7.9 16
100 106 111 118 127 268 7.5 3.9
92 94 95 % 94 3.1 (1.4) 2.9
93 99 102 105 110 19.1 5.1 3.4
717 752 783 821 861 20.1 4.9 263
444 483 516 559 586 320 4.9 17.9
77 84 90 95 102 327 8.2 3.1
95 % 100 102 105 10.2 2.8 3.2
128 138 148 154 159 238 3.4 4.9
143 164 178 209 220 53.6 5.4 6.7
297 322 320 344 358 20.5 4.1 10.9
741 805 835 902 944 27.4 46 28.9
1,457 1,558 1,619 1,723 1,805 238 4.7 55.2
2,728 2,899 3,013 3,155 3,271 19.9 3.7 100.0

Source: Company data, I-Sec research
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Exhibit 4: ...and is likely to grow at around 18% CAGR for FY24-26

30 - B Loan growth (%)
25 A

20 -

15 4 12

10 A

5 1 3

o |

FY21 FY22 FY24E FY25E FY26E

Source: Company data, |-Sec research

Exhibit 5: Loan mix - tilting in favour of retail

m Corporate m Non-Vehicle m Vehicle

100 -

90 -

80 -
o 70 A
=
3 60
3 50 |
2
%5 40
R 30 A

20 A

10

0
FY21 FY22 Q3FY24

Source: Company data, I-Sec research

Exhibit 6: Retail deposits (period end) share now at 45%

46 A m Retail deposits as a % of total 45
43 44

43 -
41 41 41 41

40

40 A

37 A

34 4

31 A

28 A

Q1FY21
Q2FY21
Q3FY21
Q4FY21
Q1FY22
Q2FY22
Q3FY22
Q4FY22
Q1FY23
Q2FY23
Q3FY23
Q4FY23
Q1FY24
Q2FY24
Q3FY24

Source: Company data, I-Sec research
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Exhibit 7: Non-retail deposits growth has been in single digit, thus scope for uptick
and aid overall deposit growth

265 - —&— Retail deposits =~ ==& Non-retail deposits =~ ==& =- Total

N
o
1

19.8

YoY % change
=
(6]

=
o
1

Q1FY23
Q2FY23
Q3FY23
Q4FY23
Q1FY24
Q2FY24
Q3FY24

Source: Company data, I-Sec research

Exhibit 8: lIB’s retail deposits has grown at highest CAGR amongst peers over the
past 2/3 years

m2Y CAGR (%) m3Y CAGR (%)
30 4
25
20

15

10

(Retail deposits growth)

1B HDFCB AXIS KOTAK SBIN

Source: Company data, I-Sec research
Note: HDFCB closing number is post-merger and thus may not be comparable

Exhibit 9: Cost of funds — amongst highest across peers and thus could cool-off

faster

ﬁl°;:)°f funds (cale. - 3pvoy QaFY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24
B 484 462 473 503 544 565 603 623  6.20
HDFCB 351 345 356 384 413 432 475 572 577
AXIS 373 366 377 402 426 452 484 508 527
KOTAK 312 304 316 354 377 395 430 472 489
SBIN 364 358 369 388 411 434 463 488 509

Source: Company data, I-Sec research

Exhibit 10: Top 20 deposits - still a work in progress

Deposits of 20 largest depositors as a % of total deposits FY22 FY23
HDFCB 3.9 4.5
KMB 8.9 8.3
AXIS 10.1 9.0
IDFCFB 16.1 12.6
1]=3 17.0 15.5
RBL 16.6 16.2
Bandhan 20.1 16.4

Source: Company data, |I-Sec research
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Exhibit 11: Huge (~600bps) differential in yields between wholesale and retail

—&— Corp. & comm. banking (%)

= Cons. Fin. division (%) ==& Overall yield on advances (%)

- 15.1
167145 146 1,1 143 144 143 142 142 143 143 145 147 148 148 °°
" a o o N . o o & < 4 ¢ -
14 A ~— 2 g \ g & & g 2 g
121 o——e—o—o—o__ N N . ® ¢ —
120 T 120 122 123 125
®1 86 84 84 84 84 y g6 87 90 90 91
. 484 84 84 82 g5 ;7 78 82
4 T T T T T T T T T T 1
— — — i ~N ~N ~N ~N m™m (2] 2] (2] < < <
N N N N N N N N N N N N N N N
> > > > > > > > > > > > > > >
L [N L L [N [ [N [ Lo [ [ [ [N [N L
i o~ [92] < — ~N (92] <t — ~N o <t — N [92]
(o4 o o o o o (o4 (o4 o o o (o4 o (o4 o
Source: Company data, |I-Sec research
Exhibit 12: NIM has been stable; should remain stable vs decline for peers
mmm NIMs (%) - RHS === Yield on advances (%) = Cost of deposits (%)
14 - - 44
421 424 4.27 4.28 4.29 4.29 4.29
12 - 4.2
10 - - 4.0
8 A - 3.8
6 - - 3.6
4 - 34
2 A - 3.2
0 A - 3.0
Q1FY23  Q2FY23  Q3FY23  Q4FY23  QIFY24  Q2FY24  Q3FY24
Source: Company data, I-Sec research
Exhibit 13: Liquidity drag has been receding
m Cash & Bank as a % of total assets
20 - 19
181717
16 15
15 15
15 + 14 14
12
111011 11 10
9
10 14 8
7 7 7 7 7 7
6 5 5 5 5 5
5 4
0 -
NN NMNOBDWODWOWOWMOMOO OO0 O OO0 dddd N N NN OOOOOMO S I I
o A A A H A H A A AN AN NN AN AN AN NN NN AN NN NN NN
O O S N (O N S (R (S R (R S S R (A M A R O A A A A
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Source: Company data, |-Sec research
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Exhibit 14: Asset quality details

Parameters (INR mn, unless other

wise mentioned) Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24  Q3FY24

Loans 23,90,515 24,79,600 26,01,288 27,27,540 28,99,237 30,13,170 31,54541 32,70,570
Gross NPAs 55,172 59,329 55,671 57,108 58,263 59,411 61,642 63,771
Net NPAs 15,298 16,612 15,840 16,815 17,150 17,469 18,138 18,752
Specific Provisions 39,873 42,717 39,832 40,293 41,113 41,942 43,505 45,019
GNPAs % 2.27 2.35 211 2.06 1.98 1.94 1.93 1.92
NNPA % 0.64 0.67 0.61 0.62 0.59 0.58 0.57 0.57
PCR % 72 72 72 71 71 71 71 71
O/s RSA 61,720 51,590 38,820 34,080 24,490 19,740 17,000 15,699
% of loans 2.58 2.08 1.49 1.25 0.84 0.66 0.54 0.48
Gross Stress 1,16,892 1,10,919 94,491 91,188 82,753 79,151 78,642 79,469
% of loans 3.22 2.75 2.10 1.87 1.43 1.24 1.11 1.05
Total Non-specific provisions ex GP 33,277 30,033 26,528 21917 18,997 16,998 15,195 13,681
% of loans 1.39 1.21 1.02 0.80 0.66 0.56 0.48 0.42
Specific PCR (%) 72 72 72 71 71 71 71 71
Total PCR ex GP (%) 72 73 72 76 77 79 81 83
Slippages 20,880 22,500 15,720 14,670 16,030 13,760 14,650 17,650
Slippages out of RSA book 3,900 9,210 5,800 3,320 3,690 1,320 830 680
% of total slippages 19 41 37 23 22 10 6 4
Slippages % of loans — Annualised 3.49 3.63 2.42 2.15 2.21 1.83 1.86 2.16
Net slippages 10,910 16,460 8,020 9,390 6,850 8,350 7,580 9,270
Net slippages % of loans - Annualised 1.83 2.66 1.23 1.38 0.95 1.11 0.96 1.13
Gross slippages - Corp (%) 1.3 2.1 0.6 0.4 0.8 0.1 0.6 0.9
Gross slippages - Retail (%) 5.4 4.9 4.0 3.7 3.4 3.3 2.9 3.2

Source: Company data, I-Sec research

Exhibit 15: Slippages (gross as well as net) stabilising at lower levels

45 - —&— Gross slippages (%) —o— Net slippages (%) —0— Credit cost (%)

4.0 ~
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0.5 ~

0.0 T T T T T T T T T T 1
Fyl6 FYl17 FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E

Source: Company data, I-Sec research
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Exhibit 16: The bank has 5-15bps improvement scope in each of NIM, opex to assets and credit costs over FY24-

26E. Yet, we are conservatively factoring <10bps RoA expansion to ~1.9% (FY25-26E).

NIlI/Avg. Assets (%)

Non-interest income/Avg Assets
- Fee income / Avg Assets

- Trading gains / Avg Assets
Cost / Avg Assets

Non-tax Provisions / Avg Assets
Tax Provisions / Avg Assets
RoA (%)

Leverage

RoE (%)

FY1l4 FY15 FY16 FY1l7 FY18 FY19

3.6
24
2.2
0.2
2.7
0.6
0.9
18
10.0
17.5

34
2.6
24
0.1
29
0.4
0.9
18
10.5
19.0

3.6
2.6
2.5
0.1
29
0.5
0.9
18
9.1
16.6

38
2.6
24
0.2
3.0
0.7
0.9
1.8
8.6
15.4

37
24
2.2
0.2
2.8
0.6
0.9
18
9.4
16.9

35
2.3
2.2
0.0
2.6
1.2
0.7
13
10.2
135

FY20 FY21
4.1 4.0
24 2.0
2.2 15
0.2 0.4
2.8 25
1.6 2.4
0.6 0.3
15 0.8
9.7 8.7

14.7 7.4

FY22 FY23
39 41
1.9 1.9
1.8 1.9
02 0.0
25 27
1.7 1.0
04 06
1.2 1.7
85 85

10.2 145

FY24E

4.2
1.9
1.9
0.1
2.9
0.8
0.6
1.8
8.4
155

FY25E

4.2
2.0
1.9
0.1
29
0.8
0.6
1.9
8.5
16.1

FY26E

4.2
2.0
1.9
0.1
29
0.8
0.6
1.9
8.6
16.4

Source: Company data, |-Sec research

Exhibit 17: PAT

has grown consistently ~20-25% (except covid) over the

past

decade
0,
80 - m PAT growth (%)
60
40
20
0
-20
-40 -
0 -36
-60 -
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Source: Company data, I-Sec research
Exhibit 18: RoA and RoE likely to inch-up further vs decline for peers
—6—RoE (%) —#—R0A (%)
21 - 1.9 19 20
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- 1.8
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Source: Company data, I-Sec research
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Exhibit 19: Valuations are attractive with stock trading below its long term mean
and RoAs likely to be significantly above historical mean
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e P/ABV Average Avg +1SD Avg +2 SD Avg - 1SD Avg - 2SD
Source: Company data, |-Sec research
Exhibit 20: Shareholding pattern Exhibit 21: Price chart
Jun‘23 Sep‘23 Dec'23 2200
Promoters 16.5 16.5 16.5 1700
Institutional investors 69 69.6 68.9
MFs and others 15.2 16.4 15.6 1200
Fls/Bank 0.1 3.2 37 Z 00
Insurance Cos. 8.3 8.5 7.1 -
Flls 455 415 425 200 +—/——F+—7—"7T"7"""—"—"—"""""T"—T"T"—T"T"—T—T—T—"—T1
Others 145 139 146 FEIIIINRESFRIR383333
$63555383555858355588
Source: Bloomberg, I-Sec research Source: Bloomberg, I-Sec research
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Financial Summary

Exhibit 22: Profit & Loss
(INR mn, year ending March)

FY23A FY24E FY25E FY26E
Interest income 363,679 456,641 543,547 637,676
Interest expense 187,758 249,191 303,925 360,129
Net interest income 175,921 207,451 239,622 277,546
Non-interest income 81,664 93,867 112,583 131,700
Operating income 257,585 301,318 352,205 409,246
Operating expense 114,120 142,503 164,159 189,190
Staff expense 30,305 39,436 43,944 48,959
Operating profit 143,465 158,816 188,046 220,056
Core operating profit 142,811 156,316 182,046 213,056
Provisions & 44868 38354 44797 52287
Contingencies
Pre-tax profit 98,596 120,462 143,249 167,769
Tax (current + deferred) 24,699 30,320 36,056 42,227
Net Profit 73,897 90,142 107,193 125,541
Adjusted net profit 73,897 90,142 107,193 125,541
Source Company data, I-Sec research
Exhibit 23: Balance sheet
(INR mn, year ending March)
FY23A FY24E FY25E FY26E
Cash and balance with 565111 502985 549,503 539,359
RBI/Banks
Investments 831,162 940,517 1,071,222 1,223,074
Advances 2,899,237 3,416,383 4,031,132 4,758,579
Fixed assets 19,926 24,432 29,676 36,188
Other assets 262,604 332,814 428,687 552,883
Total assets 4,578,041 5,217,131 6,110,220 7,110,084
Deposits 3,364,381 3,925,664 4,701,189 5,616,194
Borrowings 490,112 448,119 410,462 376,688
Other liabilities and 177330 220500 284,607 296,530
provisions
Share capital 7,759 7,770 7,770 7,770
Reserve & surplus 538,458 615,078 706,192 812,903
Total equity & liabilities 4,578,041 5,217,131 6,110,220 7,110,084
% Growth 13.9 14.0 17.1 16.4
Source Company data, I-Sec research
Exhibit 24: Quarterly trend
(INR mn, year ending March)
FY23A FY24E FY25E FY26E
Net Interest Income 17.3 179 155 15.8
Operating profit 11.7 10.7 18.4 17.0
Core operating profit 16.6 9.5 16.5 17.0
Profit after tax 60.3 22.0 18.9 17.1
EPS 59.9 218 18.9 17.1
Advances 213 17.8 18.0 18.0
Deposits 14.6 16.7 19.8 19.5
Book value per share 14.4 13.9 14.7 15.0
Adj Book value per share 145 14.1 15.0 15.0

Exhibit 25: Key ratios
(Year ending March)

No. of shares and per
share data

No. of shares (mn)
Adjusted EPS

Book Value per share
Adjusted BVPS
Valuation ratio

PER (x)

Price/ Book (x)

Price/ Adjusted book (x)
Dividend Yield (%)
Profitability ratios (%)
Yield on advances
Yields on Assets

Cost of deposits

Cost of funds

NIMs

Cost/Income

Dupont Analysis (as % of
Avg Assets)

Interest Income
Interest expended

Net Interest Income
Non-interest income
Trading gains

Fee income

Total Income

Total Cost

Staff costs

Non-staff costs
Operating Profit

Core Operating Profit
Non-tax Provisions
PBT

Tax Provisions

Return on Assets (%)
Leverage (x)

Return on Equity (%)
Asset quality ratios (%)
Gross NPA

Net NPA

PCR

Gross Slippages
LLP / Avg loans

Total provisions / Avg loans
Net NPA / Networth
Capitalisation ratios (%)
Core Equity Tier 1

Tier 1 cap. adequacy
Total cap. adequacy

FY23A

776
95.2
700
684

15.6
2.1
22
0.9

11.3
8.5
5.0
4.4
4.4

44.3

8.5
4.4
4.1
1.9
0.0
1.9
6.0
2.7
0.7
1.9
33
33
1.0
23
0.6
1.7
8.5
145

2.0
0.6
70.6
29
15
1.7
3.1

15.9
16.4
17.9

FY24E

777
116.0
798
780

12.8
1.9
1.9
1.2

12.1
9.3
6.0
5.1
4.5

47.3

9.3
5.1
4.2
1.9
0.1
1.9
6.2
2.9
0.8
2.1
3.2
3.2
0.8
25
0.6
1.8
8.4
155

1.9
0.5
72.0
2.2
1.1
1.2
3.0

15.6
15.9
17.9

FY25E

777
138.0
915
897

10.8
1.6
1.7
1.4

123
9.6
6.2
5.4
4.6

46.6

9.6
5.4
4.2
2.0
0.1
1.9
6.2
2.9
0.8
2.1
33
3.2
0.8
25
0.6
1.9
8.5
16.1

1.8
0.5
75.0
2.1
1.1
1.2
2.6

15.0
153
16.9

FY26E

777
161.6
1,052
1,032

9.2
1.4
1.4
1.6

123
9.6
6.2
5.4
4.6

46.2

9.6
5.4
4.2
2.0
0.1
1.9
6.2
2.9
0.7
21
33
3.2
0.8
25
0.6
1.9
8.6
16.4

1.8
0.5
75.0
2.0
1.0
1.2
26

14.4
14.7
16.0

Source Company data, I-Sec research

Source Company data, I-Sec research

India | Equity Research

13



Indusind Bank | Company Update | 22 March 2024 ﬂ’CIC' securities

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Jai Prakash Mundhra, MBA; Chintan Shah, CA; 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. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. It is
also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months
and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

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

The information and opinions in this report have been prepared by ICIC| Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of
offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised
to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date
of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services
from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

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

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

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

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

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

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

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information, it
is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

India | Equity Research 14


http://www.icicibank.com/

Indusind Bank | Company Update | 22 March 2024 ﬂICIC’ Securities

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

India | Equity Research 15


mailto:complianceofficer@icicisecurities.com
mailto:headservicequality@icicidirect.com
mailto:headservicequality@icicidirect.com

