Q3FY26 Result Review

ICICI Bank

Regulatory Agri-PSL provision weighs on profitability

BUY

Summary

ICICI Bank delivered a steady Q3FY26 performance, with advances growing ~12%
YoY driven by business banking momentum and stable retail growth. Deposits
rose ~9% YoY, supported by balanced CASA and term deposit traction, ensuring
comfortable liquidity. PAT declined ~4% YoY due to higher provisions, largely
from excess standard asset provisioning on certain agricultural loans following the
RBI’s supervisory review related to PSLC compliance. Asset quality remained
strong, with GNPA improving to 1.53% (vs 1.58% QoQ) and NNPA declining to
0.37% (vs 0.39% QoQ), supported by controlled slippages and steady recoveries.
Overall, the underlying operating performance remains healthy, and adjusted for
the one-off regulatory provisioning related to agri PSLC compliance. We maintain
‘BUY’ rating with a new TP of Rs1,640, valuing parent business at Rs1,422 at
2.7X P/ABV FY27E and rest for the subsidiaries.

Key Highlights and Investment Rationale

= Regulatory PSL provision is non-fundamental; growth momentum intact: The
Rs 12.83bn agri-PSL provision is regulatory, with no impact on asset quality or
borrower behaviour. The bank is trying to align the portfolio with PSL norms.
Growth remains healthy, led by business banking (¥22% YoY), with improving
mortgages, rural and corporate portfolios, while the QoQ decline in credit cards
was seasonal and is expected to normalise.

= Earnings stability supported by margin discipline and cost leverage: NIM is
expected to remain range-bound, with yield pressure offset by deposit repricing
and CRR benefits.

®  Outlook: ICICI bank performance will be supported by diversified loan growth,
strong asset quality, and prudent cost management. Regulatory provisions may
weigh on near-term reported profits. We remain positive on ICICIB given its
ability to maintain RoA above 2%.
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Key Stock Data

Bloomberg/Reuters ICICIBC IN/ICBK.BO

Sector Banking
Shares o/s (mn) 7,152
Market cap. (Rs mn) 1,00,96,376
3-m daily average value (Rsmn)  183.0

52-week high / low
Sensex / Nifty

Rs1,494 /1,187
81,758 / 24,968

V/s Consensus

Shareholding Pattern (%)

EPS (Rs) FY26E FY27E FY28E Promoters 0.0
IDBI Capital 74.2 853 100.3 Fl 43.9
Consensus 75.0 84.0 96.7 Dl 42.3
% difference (1.1) 1.6 3.7  Public 13.8
Financial snapshot (Rs mn)
Year FY2024 FY2025 FY2026E FY2027E FY2028E
NII 7,43,057 8,11,644 8,88,323 10,03,947 11,50,731
Change (yoy, %) 20% 9% 9% 13% 15%
Net Profit 4,08,883 4,72,270 5,29,512 6,09,103 7,15,828
Change (yoy, %) 28% 16% 12% 15% 18%
EPS (Rs) 58.2 66.3 74.2 85.3 100.3
Change (yoy, %) 27% 14% 12% 15% 18%
ABV (Rs) 321.5 391.7 446.3 522.9 601.8
PER (x) 24.2 21.3 19.0 16.5 14.1
P/ABV (x) 4.4 3.6 3.2 2.7 2.3
ROE (%) 18.6 17.8 16.9 16.7 16.8
ROA (%) 2.4 2.4 2.4 2.4 2.5
GNPA (%) 2.3 1.7 1.8 1.8 1.9
NNPA (%) 0.5 0.4 0.5 0.5 0.6
CAR (%) 16.3 16.6 17.0 17.3 17.6
Source: IDBI Capital Research
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Conference Call Highlights

Operational Aspects

Operating costs have started to stabilise, with management indicating that excluding the impact of labour
code provisioning, sequential costs would have declined marginally this quarter.

Employee expenses increased 12.5% YoY and 1.8% QoQ, largely driven by Rs. 1.45 billion provision made
on an estimated basis pursuant to the new labour code. Management clarified that while the labour code
will marginally increase recurring operating costs, this is expected to be absorbed over time.

The bank reiterated its focus on maximising PPOP, not through aggressive cost cutting, but by leveraging
operating efficiency as growth scales.

The Board and CEO decided on a two-year extension for Sandeep Bakhshi, which extends his leadership to
October 2028.

Advances

Loan growth saw pickup across segments during the quarter, supported by festive demand and improving
economic momentum.

Business banking grew 22% YoY, with quarterly accretion comparable to the corporate book, and
management highlighted ample untapped opportunity in this segment. This segment continues to be run
at “full steam”, with growth moderation purely a function of base effect; portfolio quality has held up well.

Retail lending remains selective, with improved credit quality across both secured and unsecured
portfolios. Aggregate retail (excluding agri credit) has seen a reduction in NPL formation, providing
comfort to gradually scale growth.

In credit cards, the sequential moderation in Q3 was attributed to festive-season spends in Q2 which were
repaid in Q3; management expects the book to grow from here. Cards are viewed as part of a 360-degree
customer relationship, not as a standalone product.

Personal loans saw a small sequential uptick; management remains positive on underwriting quality but
expects growth to pick up only gradually given overall system growth and competitive pricing.
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Corporate lending remains price competitive, but management continues to participate selectively where
relationship depth exists. Comfort was reiterated on credit quality, with internal limits on BBB exposures
strictly adhered to.

Deposits

Retail savings account growth has remained strong over the last two quarters, even after adjusting for
seasonality.

Institutional savings account balances (government and related entities) have declined over the last two
quarters, acting as a drag on overall savings growth; these accounts now form ~10-12% (less than 15%) of
the average savings base.

Retail savings, retail term deposits and current accounts have all performed well, and management
expects the drag from institutional balances to moderate going forward.

LCR averaged ~120% during the quarter, lower QoQ, but management clarified this remains a comfortable
operating level and can naturally move within a few percentage points month to month.

LDR increased partly due to the CRR cut, but management indicated comfort at current levels given capital
strength, regulatory liquidity requirements, and moderate reliance on wholesale funding. Retail deposits
and CASA remain the primary funding focus. They do not expect the LDR to increase further from current
levels.

Profit & Loss Management

Margins were impacted by repricing of repo-linked and MCLR-linked loans, as well as seasonally higher
non-accruals from the Kisan Credit Card portfolio. These were partly offset by deposit repricing and the
CRR cut benefit.

Yield on advances declined by ~21 bps, driven by the progressive transmission of repo and MCLR cuts
across the loan book. Management explained that repricing effects have been staggered, with full impact
flowing through over multiple quarters.

Looking ahead, management expects NIMs to remain range-bound, with further asset repricing offset by
continued deposit repricing, especially in retail deposits.
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Fee income growth was subdued, mainly due to slower cards and payments fee growth and competitive
pressure on loan processing fees. However, fee income remains highly granular, with 78% of fees coming
from retail, rural and business banking portfolios.

Asset Quality

Gross NPA additions from the Kisan Credit Card portfolio were Rs. 7.36 billion, broadly in line with last
year, with management reiterating that Q1 and Q3 typically see seasonally higher KCC slippages.

There was sale of NPAs worth Rs. 1.2 billion for cash during the quarter.

Management clarified that apart from seasonal KCC impact, asset quality trends remain stable and retail
credit quality has improved meaningfully over recent quarters. Also, contingency provision has been
maintained of Rs. 131 bn.

Credit quality across secured and unsecured retail portfolios is now viewed as comfortable, supporting
gradual growth resumption.

RBI Direction — PSL & Standard Asset Provisioning

Total provisions for the quarter stood at Rs. 25.56 billion.

Following RBI’s annual supervisory review, the bank was directed to make an additional standard asset
provision of Rs. 12.83 billion on a portfolio of agricultural priority sector loans where certain terms were
found not fully compliant with PSL classification norms.

Management clearly stated that this has no impact on asset classification, borrower repayment behaviour,
or loan terms and conditions.

This portfolio has been originated over several years, and the bank will work to bring it into conformity
with PSL guidelines.

The additional standard asset provision will remain until the loans are either repaid or renewed in
compliance with PSL norms.

Going forward, the bank will first attempt to reduce the PSL shortfall organically; thereafter, it will assess
the mix between PSLC purchases and RIDF allocations as part of its ongoing optimisation strategy.
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®  Management highlighted that the RIDF outstanding has reduced to ~one-third of its peak levels, reflecting
improved PSL compliance over time.

Subsidiaries

® ICICI Life saw annualised premium equivalent of Rs. 68.1 billion in 9M FY26; VNB margin improved to
24.4%, with PAT of Rs. 9.9 billion

® ICICI General Insurance reported gross direct premium income of Rs. 70.41 billion, with combined ratio at
104.5% and PAT of Rs. 6.59 billion.

m [CICI AMC PAT rose to Rs. 9.17 billion, while ICICI Securities and overseas subsidiaries reported largely
stable but mixed performance.

Outlook

= NIMs are expected to remain range-bound from here, with repricing effects on both assets and liabilities
largely playing out over the next few quarters.

m  Retail, business banking and well-rated corporate lending remain key growth drivers, with underwriting
discipline intact.

= Cost growth is expected to moderate, with labour code impact now largely provided for.

®  Management remains focused on risk-adjusted returns, selective growth in BBB exposures, and granular

fee income expansion rather than volume-led growth.
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Exhibit 1: Quarterly Snapshot

Year-end: March

Q3FY26

Q3FY25

Q2FY26

(Rs mn)

Interest Income
Interest Expenses
Net Interest Income
NIM (%)
Non-Interest Income
Operating Income
Staff Cost

Other Op Exp

Total Operating Expenses
Cost to Income (%)
Operating Profit
Provisions

PBT

Tax

-effective tax rate
PAT

EPS (Rs)

BV (Rs)

Deposits

Advances

Source: Company; IDBI Capital Research

4,19,658
2,00,336
2,19,322
4.30
73,682
2,93,004
44,218
75,226
1,19,444
40.8
1,73,560
25,556
1,48,004
34,825

23.5
1,13,179
15.8

451.8
1,65,96,109
1,46,61,536

4,12,998
2,09,292
2,03,706
4.25

70,681
2,74,387
39,291
66,231
1,05,521
38.5
1,68,866
12,267
1,56,599
38,675

24.7
1,17,924
16.7

384.7
1,52,03,088
1,31,43,661

4,17,580
2,02,285
2,15,295
4.30

75,755
2,91,050
43,418
74,652
1,18,070
40.6
1,72,980
9,141
1,63,839
40,250

24.6
1,23,589
17.3

435.9
1,61,28,249
1,40,84,564

16
(4.3)
7.7

5 bps
4.2

6.8
12,5
13.6
13.2
231 bps
2.8
108.3
(5.5)
(10.0)
-117 bps
(4.0)
(5.2)
17.4
9.2
11.5

0.5
(1.0)
1.9

0 bps
(2.7)
0.7
1.8
0.8
1.2

20 bps
0.3
179.6
(9.7)
(13.5)
-104 bps
(8.4)
(8.5)
3.7
2.9
4.1
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Exhibit 2: ROE Decomposition

(%) FY24 FY25 FY26E FY27E FY28E
NII 4.3 4.1 4.0 4.0 4.0
Fees 1.0 1.0 1.2 1.2 1.2
Other Income 0.4 0.5 0.3 0.3 0.3
Net Revenue 5.6 5.5 5.4 5.5 5.4
Op.Exp 2.3 2.1 2.1 2.0 1.9
Op.Profit 3.4 3.4 3.4 3.4 35
Provisions 0.2 0.2 0.2 0.2 0.2
PBT 3.2 3.1 3.2 3.2 33
Tax 0.8 0.8 0.8 0.8 0.8
ROA 2.4 2.4 2.4 2.4 2.5
Leverage (x) 7.9 7.5 7.1 7.0 6.8
ROE 18.6 17.8 16.9 16.7 16.8

Source: Company; IDBI Capital Research
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Exhibit 3: One-year forward P/ABV (FY14-19)
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Exhibit 4: One-year forward P/ABV (FY22-25)
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Exhibit 5: Sequential advances growth; YoY pressure easing
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Exhibit 6: Slippage ratio increased during the quarter
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Exhibit 7: NIMs stable from few quarters
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Exhibit 8: Asset quality improving with lower GNPA
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Exhibit 9: Deposits growth increased during the quarter
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Exhibit 10: CASA Per Branch
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Exhibit 11: Deposits Per Branch
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Exhibit 12: Incremental no of Branches per qtr Exhibit 13: Count of Branches
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Exhibit 14: RoA decreasing sequentially Exhibit 15: Cost to Income increased in Q3FY26
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Exhibit 16: Cost of Deposits slightly decreased Exhibit 17: Yield on Advances decreasing sequentially
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Exhibit 18: ROE decreasing sequentially Exhibit 19: Credit Cost increased during the quarter
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Exhibit 20: CoFs decreasing sequentially Exhibit 21: CAR (%) remains comfortable
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Exhibit 22: Statement of Standard Assets & Other Provisions

Product Wise Advances (In Mn) Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26
Contingency Provisions 1,31,000 1,31,000 1,31,000 1,31,000 1,31,000
Provision on Non-Fund based o/s to NPAs 17,120 16,600 32,980 23,220 22,290
Total Provisions 2,25,690 2,26,510 2,26,640 1,54,220 1,53,290
Total Provisions as a % of Net Advances 1.7 1.7 1.7 1.1 1.0

Source: Company; IDBI Capital Research

14
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Exhibit 23: Composition of Advances-In Mn

Product Wise Advances (In Mn) Q3FY26 Q3FY25 Q2FY25 YoY (%) QoQ (%)
Domestic book 1,43,08,950 1,28,27,780 1,37,52,600 11.5 4.0
Retail 75,37,980 70,32,650 73,93,840 7.2 1.9
Rural Loan 8,33,890 7,94,960 7,77,610 4.9 7.2
Business banking 30,45,360 24,80,480 29,09,210 22.8 4.7
Corporate and others 29,64,520 28,06,800 27,84,440 5.6 6.5
Overseas book 3,52,590 3,15,880 3,31,960 11.6 6.2
Total Loan Book 1,46,61,540 1,31,43,660 1,40,84,560 11.5 4.1

Source: Company; IDBI Capital Research

Exhibit 24: Composition of Advances-In %

Product Wise Advances (In %) Q3FY26 Q3FY25 Q2FY25 YoY (%) QoQ (%)
Domestic book 97.6 97.6 97.6 0 bps -5 bps
Retail 51.4 53.5 52.5  -209 bps -108 bps
Rural Loan 5.7 6.0 5.5 -36 bps 17 bps
Business banking 20.8 18.9 20.7 190 bps 12 bps
Corporate and others 20.2 21.4 19.8 -114 bps 45 bps
Overseas book 2.4 2.4 2.4 0 bps 5 bps
Total Loan Book 100 100 100

Source: Company; IDBI Capital Research
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Exhibit 25: Composition of Retail Loan Book

Product Wise Retail Advances (In Mn) Q3FY26 Q3FY25 Q2FY25 YoY (%) QoQ (%)
Mortgages 47,52,560 42,77,450 46,06,140 11.1 3.2
Vehicle loans 9,77,640 9,56,250 9,62,660 2.2 1.6

Auto finance 6,21,300 6,17,080 6,15,550 0.7 0.9

CV/CE 3,52,790 3,26,930 3,41,960 7.9 3.2

2W 3,550 12,240 5,150 (71.0) (31.1)
Personal Loans 12,37,550 12,08,630 12,16,550 2.4 1.7
Credit Cards 5,48,560 5,68,470 5,88,000 (3.5) (6.7)
Loan against shares and Others 21,670 21,850 20,490 (0.8) 5.8
Total Retail Loan Book 75,37,980 70,32,650 73,93,840 7.2 1.9

Source: Company; IDBI Capital Research

Exhibit 26: Composition of Retail Loan Book

Product Wise Retail Advances (In %) Q3FY26 Q3FY25 Q2FY25 YoY (%) QoQ (%)
Mortgages 63.0 60.8 62.3 223 bps 75 bps
Vehicle loans 13.0 13.6 13.0 -63 bps -5 bps

Auto finance 8.2 8.8 8.3 -53 bps -8 bps

CV/CE 4.7 4.6 4.6 3 bps 6 bps

2W 0.0 0.2 0.1 -13 bps -2 bps
Personal Loans 16.4 17.2 16.5 -77 bps -4 bps
Credit Cards 7.3 8.1 8.0 -81 bps -68 bps
Loan against shares and Others 0.3 0.3 0.3 -2 bps 1 bps
Total Retail Loan Book 100 100 100

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account
Year-end: March
Net interest income
Change (yoy, %)
Fees
Other Income
Net Revenue
Operating expenses
Employee expenses
Other expenses
Pre-Provision Profit
Change (yoy, %)
Provision
PBT
Taxes
Effective tax rate (%)
Net profit
Change (yoy, %)
EPS
Return on Equity (%)

Return on Assets (%)

FY23
6,21,286
31%
1,47,766
50,549
8,19,600
3,28,732
1,20,599
2,08,133
4,90,868
25%
66,656
4,24,212
1,05,247
25%
3,18,965
37%
45.7
17.2

2.1

FY24
7,43,057
20%
1,68,753
60,825
9,72,635
3,91,327
1,51,420
2,39,907
5,81,308
18%
36,429
5,44,878
1,35,996
25%
4,08,383
28%
58.2
18.6

2.4

FY25
8,11,644
9%
1,94,117
90,950
10,96,711
4,23,723
1,65,409
2,58,314
6,72,988
16%
46,826
6,26,162
1,53,892
25%
4,72,270
16%
66.3
17.8

2.4

FY26E

FY27E

(Rs mn)

FY28E

8,88,323 10,03,947 11,50,731

9%
2,58,854
70,802
12,17,978
4,59,405
1,74,950
2,84,454
7,58,574
13%
50,670
7,07,903
1,78,392
25%
5,29,512
12%

74.2

16.9

2.4

13%
2,94,019
81,307
13,79,273
5,07,341
1,84,244
3,23,097
8,71,931
15%
57,622
8,14,309
2,05,206
25%
6,09,103
15%
85.3
16.7

2.4

15%
3,38,121
92,713
15,81,565
5,58,371
1,86,809
3,71,562
10,23,194
17%
66,205
9,56,990
2,41,161
25%
7,15,828
18%
100.3
16.8

2.5

17
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Balance Sheet
Year-end: March
Capital
Reserves
Networth
Deposits
Current deposits
Saving deposits
Term deposit
Borrowings
Other liabilities
Total Liab. & Equity

Cash
Advances
Investments
Fixed Assets
Other Assets

Total assets

FY23
13,968
19,93,184
20,07,152
1,18,08,407
16,14,860
37,97,759
63,95,788
11,93,255
8,33,252
1,58,42,065

11,94,383
1,01,96,383
36,23,297
95,998
7,32,005

FY24
14,047
23,69,943
23,83,990

(Rs mn)
FY25 FY26E FY27E FY28E
14,246 14,273 14,273 14,273

29,06,513 33,43,438 39,02,541 45,68,369
29,20,759 33,57,711 39,16,814 45,82,643

1,41,28,250 1,61,03,480 1,80,35,623 2,07,40,624 2,38,51,375

19,35,723
40,22,999
81,69,528
12,49,676

9,53,227

23,29,571 27,05,344 31,11,094 35,77,706
44,07,722 50,49,975 58,07,375 66,78,385
93,66,187 1,02,80,305 1,18,22,156 1,35,95,284
12,35,383 14,65,937 18,61,351 21,35,507
9,22,774 6,75,903 5,57,314 3,97,398

1,87,15,142 2,11,82,396 2,35,35,174 2,70,76,103 3,09,66,922

13,99,260

18,55,620 17,73,370 22,12,181 25,43,994

1,18,44,064 1,34,17,662 1,50,27,781 1,72,81,948 1,98,74,240

46,19,423
1,08,598
7,43,801

50,47,567 58,44,971 66,63,842 75,99,765
1,28,387 1,41,226 1,55,349 1,70,884
7,33,163 7,47,827 7,62,783 7,78,039

1,58,42,067 1,87,15,146 2,11,82,400 2,35,35,174 2,70,76,103 3,09,66,922
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Financial Ratios

Year-end: March

Growth

Deposits

Advances

NIl

Pre-Provision Profit
Net Profit

Spreads

Yield on Assets
Cost of Funds

NIM

CASA

Operating Efficienscy
Cost-to-Income
Cost-to-Assets
Asset Quality
GNPA

NNPA

Provision Coverage
Credit Cost

Capital Adequacy
CAR

Tier |

Valuation

EPS

ABV

P/E

P/ABV

ROE

ROA

RORWA

Source: Company; IDBI Capital Research

FY23

10.9
18.7
30.9
25.1
36.7

7.9
3.8
4.5
45.8

40.1
2.2

2.9
0.5
82.8
0.7

18.3
17.6

45.7
267.9
30.9
53
17.2
2.1

3.3

FY24

19.6
16.2
19.6
18.4
28.2

9.0
4.8
4.7
42.2

40.2
2.3

2.3
0.5
80.3
0.3

16.3
15.6

58.2
321.5
24.2
4.4
18.6
2.4

3.3

FY25

14.0
13.3

9.2
15.8
15.5

8.8
5.0
4.4
41.8

38.6
2.1

1.7
0.4
76.2
0.4

16.6
15.9

66.3
391.7
213
3.6
17.8
2.4

3.2

(%)

FY26E FY27E FY28E
12.0 15.0 15.0
12.0 15.0 15.0
9.4 13.0 14.6
12.7 14.9 17.3
12.1 15.0 17.5
8.5 8.5 8.5
4.8 4.8 4.8
4.3 4.2 4.2
43.0 43.0 43.0
37.7 36.8 35.3
2.1 2.0 1.9
1.8 1.8 1.9
0.5 0.5 0.6
72.7 71.5 69.4
0.4 0.4 0.4
17.0 17.3 17.6
16.4 16.6 16.9
74.2 85.3 100.3
446.3 522.9 601.8
19.0 16.5 141
3.2 2.7 2.3
16.9 16.7 16.8
2.4 2.4 2.5

3.1 3.1 3.2
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