Q2FY24 Result Review

ICICI Bank

NIMs further declined QoQ; RoA remains at high level

BUY

Summary

ICICI Bank’s (one of our top picks) reported further decline in NIMs by 25bps
QoQ to 4.53% during Q2FY24 led by higher cost of deposits. Asset quality
improved with GNPA at 2.48% vs 2.76% QoQ led by lower slippages. Also,
restructured assets stood at 0.3% vs 0.4% QoQ. Credit growth remains strong
18.3% YoY vs 18.1% YoY (Q1FY24) led by domestic book. Bank reported strong
profitability growth at 36% YoY led by lower provisions. During Q2FY24, NIl
grew by 24% YoY against a loan growth of 19% YoY; however margins declined
QoQ. PPoP grew by 22% YoY led by lower other income (up 14% YoY). Lower
credit costs led by better recoveries resulted in best return ratios in last few
years; RoA maintained at 2.4%. We maintain ‘BUY’ with a TP of Rs.1,240, valuing
parent business at Rs.1,085 at 2.9X P/ABV FY25E and rest for the subsidiaries.

Key Highlights and Investment Rationale

B Credit growth maintained: Credit growth remains strong at 18% YoY (18% YoY
Q1FY24); overseas book reported negative growth (down 4% YoY). Retail /
SME portfolio continue to grow strongly at 21%/30% YoY respectively while
corporate book (incl. IBPC) growth declined to 10% YoY. Deposit growth
improved to 19% YoY (18% YoY Q1FY24); Avg CASA ratio at 41% vs 43% QoQ.

B NIMs declined by 25bps QoQ: NIMs declined by 25bps QoQ to 4.53% led by
increase in cost of deposits (up 22bps QoQ). Management highlighted that
NIM should largely remain in the range of FY23 margins.

B Asset quality improved: Asset quality improved as GNPA stood at 2.48% vs
2.76% QoQ; PCR stood at 82.6% which is the highest among its peers.

B OQutlook: ICICI Bank has been investing heavily in building its digital
capabilities, which has helped it to expand its customer base and improve its
operational efficiency. We remain positive on ICICIB given its ability to
maintain RoA above 2% for foreseeable future.

TP Rs.1,240
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CMP Rs.932  Bloomberg/Reuters ICICIBC IN/ICBK.BO
Potential upside/downside 33%  Sector Banking
Previous Rating BUY  shares o/s (mn) 7,005
Price Performance (%) Market cap. (Rs mn) 6,531,448
-lm  -3m -12m 3-mdaily average value (Rsmn)  359.5

Absolute (2.8) (6.4) 2.8 52-week high / low Rs1,009 / 796
Rel to Sensex  (1.5) (4.5) (7.5) Sensex/ Nifty 65,398 / 19,625
EPS (Rs) FY24E FY25E Promoters 0.0
IDBI Capital 49,9 599 Fl 44.5
Consensus 53.0 593 DIl 41.7
% difference (5.8) 1.0 Public 13.8
Financial snapshot (Rs mn)
Year FY2021 FY2022 FY2023 FY2024E FY2025E
NIl 3,89,894 4,74,661 6,21,286 6,79,968 7,90,365
Change (yoy, %) 17% 22% 31% 9% 16%
Net Profit 1,61,927 2,33,395 3,18,965 3,49,405 4,19,468
Change (yoy, %) 104% 44% 37% 10% 20%
EPS (Rs) 23.4 33.6 45.7 49.9 59.9
Change (yoy, %) 91% 43% 36% 9% 20%
ABV (Rs) 186.0 223.8 267.9 310.7 362.0
PER (x) 42.6 29.7 21.8 20.0 16.6
P/ABV (x) 5.4 4.5 3.7 3.2 2.8
ROE (%) 12.3 14.7 17.2 16.2 16.8
ROA (%) 1.4 1.8 2.1 2.0 2.1
GNPA (%) 5.3 3.8 2.9 2.7 2.7
NNPA (%) 1.2 0.8 0.5 0.5 0.5
CAR (%) 19.1 19.2 18.3 17.7 18.1
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Conference Call Highlights

Operational Performance:

NIM compressed mainly due to the impact of increase in term deposit rates as a result of the rising
interest rate cycle

Fees from retail, rural, business banking and SME customers constituted about 78% of total fees in Q2FY24

The total number of branches at the end of Q2FY24 stood at 6248 with an addition of 174 branches in
Q2FY24. The bank added a total of 350 branches in H1FY24.

Technology expenditure stood at 9.2% of total operating expense for H1FY24.
Treasury loss stood at ~Rs.85 Cr in Q2FY24.

Advances and Deposits:

Average LCR stood at 122% at the end of Q2FY24.

Within retail, the Mortgage loan portfolio grew by 16.2 YoY and 4.1 QoQ while the auto loan portfolio
grew by 5.5% QoQ.

48% of domestic loan portfolio is linked to repo rates and 6% of the total loans are fixed interest rate
loans. The balance loans are linked to other variable benchmarks.

Asset Quality:

GNPA written off stood at Rs. 1922 Cr, sale of NPA at Rs.171Cr (which included 41 Cr in cash and 59 Cr in
security receipts).

Builder portfolio at ~Rs.43,058 Cr v/s 42,712 Cr QoQ. The builder portfolio mainly consists of well-
established builders. 3.5% of the total builder portfolio was classified as below BB and non performing in
Q2FY24.

The loan and non-fund based outstanding to performing corporate and SME borrowers rated BB and
below was Rs. 4,789 Cr at September 30 v/s Rs. 4,276 Cr in Q1FY24. The increase is due to the upgrade of
one borrower from non-performing status.

Bank’s total capital adequacy ratio in Q2FY24 was 17.59% and Tier-1 capital adequacy was 16.86%
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Future Guidance

The management will remain focused on maintaining a healthy balance sheet.

The unsecured loan portfolio is tracked closely. Based on the data available with the bank, its unsecured
loan portfolio remains largely stable.

The bank has a minimal presence in the smaller ticket size segment for personal loans.

The bank will continue to grow the unsecured loan portfolio at a stable pace in the near future as the bank
does not see any substantial risk regarding the same.

Since the policy rates are on a pause, the repo rate linked advances are not seeing any increase in yields.
However, on the back of rising interest rate cycle, expect some moderation in NIM and a corresponding
increase in cost of deposits in FY24.

NIM should largely remain in the range of FY23 margins.

Other key highlights:

Emerging digital tech forms a key aspect of the banks growth strategy.

The value of the Bank’s merchant acquiring transactions through UPI grew by 69.5% YoY and 13.9%
sequentially in Q2FY24

The Bank had a market share of about 30% by value in electronic toll collections through FASTag in
Q2FY24, with a 15.4% YoY growth in collections in Q2FY24

About 71% of trade transactions were done digitally in Q2FY24. The volume of transactions done through
Trade Online and Trade Emerge platforms in Q2FY24 grew by 29.7%YoY.
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Exhibit 1: Quarterly Snapshot

Year-end: March

Q2FY24

Q2FY23

Q1FY24

(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

3,49,204
1,66,125
1,83,079
4.53
57,767
2,40,846
37,254
61,299
98,553
40.9
1,42,293
5,826
1,36,466
33,856
24.8
1,02,610
14.6

308.5
1,29,47,417
1,11,05,421

2,60,330
1,12,462
1,47,868
4.31
50,549
1,98,417
28,885
52,728
81,614
41.1
1,16,803
16,445
1,00,358
24,780
24.7
75,578
10.8
261.9
1,09,00,080
93,85,628

3,33,276
1,51,012
1,82,265
4.78
54,353
2,36,617
38,837
56,389
95,226
40.2
1,41,391
12,924
1,28,467
31,985
24.9
96,482
13.8

301.5
1,23,87,366
1,05,75,826

34.1
47.7
23.8
22 bps
14.3
21.4
29.0
16.3
20.8
-21 bps
21.8
(64.6)
36.0
36.6
12 bps
35.8
35.1
17.8
18.8
18.3

4.8
10.0
0.4
-25 bps
6.3
1.8
(4.1)
8.7
3.5

67 bps
0.6
(54.9)
6.2
5.9

-9 bps
6.4
6.3
2.3
4.5
5.0
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Exhibit 2: ROE Decomposition

(%) FY21 FY22 FY23 FY24E FY25E
NII 3.3 3.6 4.1 4.0 4.0
Fees 0.9 1.0 1.0 1.1 11
Other Income 0.7 0.4 0.3 0.2 0.2
Net Revenue 5.0 5.0 5.5 53 53
Op.Exp 1.9 2.0 2.2 2.2 2.2
Op.Profit 3.1 3.0 33 3.0 3.1
Provisions 14 0.7 0.4 0.3 0.3
PBT 1.7 2.3 2.8 2.7 2.8
Tax 0.3 0.6 0.7 0.7 0.7
ROA 1.4 1.8 2.1 2.0 2.1
Leverage (x) 8.8 8.3 8.1 7.9 7.9
ROE 12.3 14.7 17.2 16.2 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 (FY14-24)
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Exhibit 5: Advances growth (YoY) continued to remain strong
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Exhibit 6: Slippage ratio declined on a sequential basis
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Exhibit 7: Net Interest margins witnessed downtick on a sequential basis on account of re-pricing of
deposit book
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Exhibit 8: Asset Quality improved on a QoQ basis
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Source: Company; IDBI Capital Research
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Exhibit 9: Deposits growth (YoY) witnessed sharp up tick during the qtr
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Exhibit 10: CASA Per Branch Exhibit 11: Deposits Per Branch
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Exhibit 12: Incremental no of Branches per qtr Exhibit 13: Added around 174 new branches in
Q2FY24
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Exhibit 14: RoA (non-annualized); remained stable Exhibit 15: Cost to Income Ratio to inched up due to
increased branch and employee additions
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Exhibit 16: Cost of Deposits to remain at elevated
for some qtrs going forward
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Exhibit 18: Return on Equity (non-annualized)
continued to improve on a QoQ basis
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Exhibit 17: Yield on Advances declined marginally
QoQ
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Exhibit 19: Credit Cost (non-annualized) witnessed
downtick on a sequential basis
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Exhibit 20: Cost of funds inched up QoQ led by Exhibit 21: CAR remains comfortable
higher cost of deposit
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Exhibit 22: Statement of Standard Assets & Other Provisions

Product Wise Advances (In Mn) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24
Contingency Provisions 85,000 1,00,000 1,15,000 1,31,000 1,31,000 1,31,000
Provision on Non-Fund based o/s to NPAs 20,750 20,240 19,930 20,050 19,640 20,640

Provisions on Fund based o/s to
standard borrowers under resolution
General provisions on other Standard
Assets and Other Provisions

Total Provisions 1,87,700 2,00,590 2,13,400 2,26,350 2,23,460 2,29,100

Total Provisions as a % of Net Advances 2.1 2.1 2.2 2.2 2.1 2.1

Source: Company; IDBI Capital Research

22,900 20,590 15,290 13,800 12,240 11,070

59,050 59,760 63,180 61,500 60,580 66,390

12
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Exhibit 23: Composition of Advances-In Mn
Product Wise Advances (In Mn)

Domestic Loan
Retail Loan
Rural Loan
Business Banking
SME Loans
Corporate & Others
Overseas Loan
Total Loan Book

Source: Company; IDBI Capital Research

Exhibit 24: Composition of Advances-In %
Product Wise Advances (In %)

Domestic Loan
Retail Loan
Rural Loan
Business Banking
SME Loans
Corporate & Others
Overseas Loan
Total Loan Book

Source: Company; IDBI Capital Research

Q2FY24
1,07,42,060
61,48,720
9,37,570
8,28,330
5,42,640
22,84,800
3,63,360
1,11,05,420

Q2FY24

96.7
55.4
8.4
7.5
4.9
20.6
33
100.0

Q2FY23

Q2FY23

96.0
54.0
8.5
6.8
4.5
22.2
4.0
100

Q1FY24
90,05,720 1,02,53,110
50,65,150
7,99,040
6,35,720
4,19,250
20,86,560
3,79,910
93,85,630 1,05,75,840

58,27,930
9,05,540
7,48,710
5,06,150

22,64,780
3,22,730

Q1FY24

96.9
55.1
8.6
7.1
4.8
21.4
3.1
100

YoY (%)
19.3
21.4
17.3
30.3
29.4

9.5
(4.4)
18.3

YoY (%)
78 bps
140 bps
-7 bps
69 bps
42 bps
-166 bps
-78 bps

QoQ (%)

4.8
55
3.5
10.6
7.2
0.9
12.6
5.0

QoQ (%)
-22 bps

26 bps
-12 bps
38 bps
10 bps
-84 bps
22 bps
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Exhibit 25: Composition of Retail Loan Book

Product Wise Retail Advances (In Mn) Q2FY24 Q2FY23 Q1FY24 YoY (%) QoQ (%)
Mortgages 37,03,510 31,86,130 35,56,460 16.2 4.1
Vehicle loans 8,70,430 7,26,180 8,30,000 19.9 4.9

Auto finance 5,53,610 4,46,140 5,24,650 24.1 5.5

CV/CE 2,94,670 2,62,320 2,81,950 12.3 4.5

2W 22,150 17,720 23,400 25.0 (5.3)
Personal Loans 10,44,280 7,43,550 9,47,950 40.4 10.2
Credit Cards 4,32,300 3,33,940 4,07,200 29.5 6.2
Others 98,200 75,350 86,320 30.3 13.8
Total Retail Loan Book 61,48,720 50,65,150 58,27,940

Source: Company; IDBI Capital Research

Exhibit 26: Composition of Retail Loan Book

Product Wise Retail Advances (In %) Q2FY24 Q2FY23 Q1FY24 YoY (%) QoQ (%)
Mortgages 60.2 62.9 61.0 -267 bps -79 bps
Vehicle loans 14.2 14.3 14.2 -18 bps -9 bps

Auto finance 9.0 8.8 9.0 20 bps 0 bps

CV/CE 4.8 5.2 4.8 -39 bps -5 bps

2W 0.4 0.3 0.4 1 bps -4 bps
Personal Loans 17.0 14.7 16.3 230 bps 72 bps
Credit Cards 7.0 6.6 7.0 44 bps 4 bps
Others 1.6 15 15 11 bps 12 bps
Total Retail Loan Book 100 100 100

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account (Rs mn)
Year-end: March FY20 FY21 FY22 FY23 FY24E FY25E
Net interest income 3,32,670 3,89,894 4,74,661 6,21,286 6,79,968 7,90,365

Change (yoy, %) 23% 17% 22% 31% 9% 16%
Fees 1,16,451 1,04,868 1,26,397 1,47,766 1,88,072 2,17,002
Other Income 48,035 84,818 58,779 50,549 29,220 44,297
Net Revenue 4,97,156 5,79,579 6,59,836 8,19,600 8,97,260 10,51,665
Operating expenses 2,16,144 2,15,608 2,67,333 3,28,732 3,79,781 4,32,837
Employee expenses 82,712 80,918 96,727 1,20,599 1,47,456 1,64,775
Other expenses 1,33,432 1,34,690 1,70,606 2,08,133 2,32,325 2,68,062
Pre-Provision Profit 2,81,012 3,63,971 3,92,503 4,90,868 5,17,480 6,18,828

Change (yoy, %) 20% 30% 8% 25% 5% 20%
Provision 1,40,532 1,62,143 86,414 66,656 50,361 58,042
PBT 1,40,480 2,01,828 3,06,089 4,24,212 4,67,119 5,60,786
Taxes 61,172 39,901 72,694 1,05,247 1,17,714 1,41,318

Effective tax rate (%) 44% 20% 24% 25% 25% 25%
Net profit 79,308 1,61,927 2,33,395 3,18,965 3,49,405 4,19,468

Change (yoy, %) 136% 104% 44% 37% 10% 20%
EPS 12.3 23.4 33.6 45.7 49.9 59.9
Return on Equity (%) 7.1 12.3 14.7 17.2 16.2 16.8
Return on Assets (%) 0.8 1.4 1.8 2.1 2.0 2.1

15
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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

FY20

12,948
11,52,097
11,65,045
77,09,690
10,22,275
24,55,909
42,31,506
16,28,968

4,79,949

FY21

13,834
14,61,257
14,75,091

13,61,701
29,54,533
50,08,987
9,16,310
5,87,704

FY22

13,900
16,91,219

FY23

13,968
19,93,186

FY24E

14,008
22,89,982

17,05,118 20,07,154 23,03,990
93,25,221 1,06,45,716 1,18,08,404 1,38,88,469

15,84,797

16,14,860

35,99,569 37,97,759
54,61,350 63,95,788

10,72,314
6,89,828

11,93,255
8,33,251

20,83,270

43,88,756

74,16,443
12,33,252
8,54,814

1,09,83,652 1,23,04,326 1,41,12,976 1,58,42,067 1,82,80,526

11,91,557
64,52,900
24,95,315
84,103
7,59,777

13,31,282

16,78,223

11,94,383

12,71,325

73,37,290 85,90,204 1,01,96,383 1,19,29,768
31,02,410 36,23,297 41,68,629

28,12,864
88,776
7,34,114

93,738
6,48,401

95,998
7,32,005

1,05,598
8,05,205

1,09,83,652 1,23,04,326 1,41,12,976 1,58,42,067 1,82,80,526

(Rs mn)

FY25E

14,008
26,64,450
26,78,458

1,57,25,653
23,58,848
49,69,306
83,97,499
19,56,119
8,48,596
2,12,08,827

19,89,020
1,35,99,936
46,90,852
1,07,710
8,21,310
2,12,08,827
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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

FY20

18.1
10.0
23.1
19.9
135.8

8.2
4.7
3.6
45.1

43.5
2.1

6.0
1.5
75.7
2.3

l16.1
14.7

12.3
164.6
81.4
6.1
7.1
0.8

11

FY21

21.0
13.7
17.2
29.5
104.2

7.6
4.1
3.7
46.3

37.2
1.9

5.3
1.2
77.7
2.4

19.1
18.1

23.4
186.0
42.6
5.4
12.3
1.4

2.1

FY22

14.2
17.1
21.7

7.8
44.1

7.2
3.5
3.9
48.7

40.5
2.0

3.8
0.8
79.2
1.1

19.2
18.4

33.6
223.8
29.7
4.5
14.7
1.8

2.8

(%)

FY23 FY24E FY25E
10.9 17.6 13.2
18.7 17.0 14.0
30.9 9.4 16.2
25.1 5.4 19.6
36.7 9.5 20.1
7.9 8.0 8.0
3.8 4.1 4.1
4.5 4.3 4.3
45.8 46.6 46.6
40.1 42.3 41.2
2.2 2.2 2.2
2.9 2.7 2.7
0.5 0.5 0.5
82.8 83.1 80.9
0.7 0.5 0.5
18.3 17.7 18.1
17.6 17.0 17.3
45.7 49.9 59.9
267.9 310.7 362.0
21.8 20.0 16.6
3.7 3.2 2.8
17.2 16.2 16.8
2.1 2.0 2.1
3.3 3.0 3.0
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