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ICICI Bank BUY

NIMs declined QoQ; RoA sustained at multi quarter high

Summary

ICICI Bank’s (one of our top picks) reported decline in NIMs by 12bps QoQ to
4.78% during Q1FY24 led by higher cost of deposits. Asset quality remain stable
with GNPA at 2.76% vs 2.81% QoQ led by higher slippages. Also, restructured
assets stood at 0.4% vs 0.4% QoQ. Credit growth declined to 18% YoY vs 19%
YoY (FY23) as overseas book declined by 29.5% YoY. Bank reported strong
profitability growth at 40% YoY led by strong NIl growth. During Q1FY24, NIl
grew by 38% YoY against a loan growth of 19% YoY; however margins declined
QoQ. PPoP grew by 37% YoY led by lower other income (up 17% 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.1,082 at 2.9X P/ABV FY25E and rest for the subsidiaries.

Key Highlights and Investment Rationale

B Advances growth slightly down: Advances growth slightly down to 18% YoY
(19% YoY FY23). Robust growth was led by domestic advances growth at 21%
YoY; overseas book reported negative growth (down 30% YoY). Retail / SME
portfolio continue to grow strongly at 22%/29% YoY respectively while
corporate book (incl. IBPC) growth declined to 14% YoY. Deposit growth
improved to 18% YoY (11% YoY FY23); Avg CASA ratio at 43% vs 46% YoY.

B NIMs declined by 12bps QoQ: NIMs declined by 12bps QoQ to 4.78% led by
increase in cost of deposits (up 33bps QoQ). For FY23, NIMs improved by
52bps YoY and stood at 4.5%; all time high for the bank. However, cost of
deposits continues to rise for last 2 quarters (Q4FY23; up 34bps QoQ & up
33bps QoQ; Q1F24) which shows impact on the NIMs. Management
highlighted that liability growth is inching up and cost of deposit to increase
over next couple of quarters.
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Key Stock Data

Bloomberg/Reuters ICICIBC IN/ICBK.BO

Sector Banking
Shares o/s (mn) 6,997
Market cap. (Rs mn) 6,974,300
3-m daily average value (Rsmn)  223.7
52-week high / low Rs1,002 / 787
Sensex / Nifty 66,684 / 19,745

Shareholding Pattern (%)

EPS (Rs) FY24E FY25E  Promoters 0.0
IDBI Capital 49.7 59.2 Fl 44.5
Consensus 523 59.6 DIl 41.7
% difference (3.5) (0.2) Public 13.8
Financial snapshot (Rs mn)
Year FY2021 FY2022 FY2023 FY2024E FY2025E
NIl 389,894 474,661 621,286 673,831 778,294
Change (yoy, %) 17% 22% 31% 8% 16%
Net Profit 161,927 233,395 318,965 345,612 412,028
Change (yoy, %) 104% 44% 37% 8% 19%
EPS (Rs) 23.4 33.6 45.7 49.5 59.0
Change (yoy, %) 91% 43% 36% 8% 19%
ABV (Rs) 186.0 223.8 267.9 312.6 375.8
PER (x) 42.6 29.7 21.8 20.1 16.9
P/ABV (x) 5.4 4.5 3.7 3.2 2.7
ROE (%) 12.3 14.7 17.2 16.0 16.5
ROA (%) 1.4 1.8 2.1 2.0 2.1
GNPA (%) 5.3 3.8 3.0 2.8 2.8
NNPA (%) 1.2 0.8 0.5 0.4 0.5
CAR (%) 19.1 19.2 18.4 18.3 18.6

Source: IDBI Capital Research
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Asset quality remains stable: Asset quality remains stable as GNPA stood at 2.76% vs 2.81% QoQ; NNPA
stood at 0.48% vs 0.48% QoQ; PCR stood at 82.4% which is the highest among its peers. During Q1FY24,
recoveries and upgrades were lower at Rs.35.1bn vs 42.8bn QoQ due to seasonality, while write-offs were
Rs. 11.7bn vs 11.6bn QoQ. This resulted into lower credit cost at 0.49% vs 0.65% QoQ. Further,
restructured assets stood at 0.4% vs 0.4% QoQ. Contingent provisions remains stable and stood 131bn
(1.2% of net advances) provides the cushion on the P&L.

Cost to income ratio inched up QoQ: Cost to income ratio has increased to 40% vs 39% QoQ (vs 42% YoY)
as non-employee related cost was up by ~19.5% YoY in Q1FY24 primarily on account of retail business
related expenses and technology expenses. Added 174 branches in Q1FY24 (vs 180 QoQ); management
guided further branch additions to increase in FY24 (vs 480 branches in FY23). Thus, cost to income ratio to
remain elevated in short to medium term.

Capital adequacy ratio (CAR) remains strong; although down QoQ: CAR remains healthy with CET | at
16.66% vs 17.12% (FY23) and total CAR at 17.47% (18.34% FY23). Management shared there was
redemption of Tier 1 bond during Q1FY24 amounting to Rs.40bn and LCR for Q1FY24 stood at 124%.

Valuation & Outlook: At CMP the stock is trading at a valuation of 3.2x and 2.7x for F24E and FY25E
P/ABV. Bank has reported improvement in return ratios (RoA) consistently over last many quarters and
touched RoA of 2.4% (all time high) backed by improvement in NIMs (4.9% all time high) and better asset
quality. We expect NIMs have peaked in FY23 as re-pricing of deposits will be visible in FY24 along with
focus on liability franchise backed by branch expansion continues. 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.

NIl (In Bn) PPoP (In Bn) PAT (In Bn) Advances(In Bn) Deposits (In Bn) RoA (%)
FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23

HDFCBank 475 621 383 491 233 319 8,590 10,196 10,646 11,808 1.84 2.16
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Conference Call Highlights

Treasury gain during Q1FY24 stood at ~2.52Bn (vs. 0.36Bn in Q1FY23).

Non-employee related cost was up by ~19.5% YoY in Q1FY24 primarily on account of higher retail business
related expenses and technology expenses.

Overseas Portfolio (in USD term) declined by 32.1% YoY (down by 5.2% QoQ) and constituted ~3.1% of the
overall loan book as on 30th June’23.

Of the total domestic loan book, ~31% are fixed rated, ~46% are linked to repo rate, ~3% are linked to
other external benchmarks and 20% are linked to MCLR and other older benchmarks.

Impact of interest on income tax refund on NIMs was ~3bps in Q1FY24. Domestic NIMs stood at ~4.88%
(vs. 5.02% QoQ).

Comfortable with origination of unsecured loan, its asset quality and incremental volume of unsecured
lending that the bank is doing. Continue to witness decent opportunity to increase penetration in existing
customer base and also for new customer acquisition in banks target customer segments.

At an overall level ~75-80% of total deposit is retail in nature. The bank has not witnessed the trend to
change in recent past.

Net additions (excl. write offs and sale) to GNPA stood at ~18.07Bn (vs. 0.14Bn) during Q1FY24, higher on
account of seasonal additions in KCC (~6.66Bn) and lower recoveries/upgrades from corporates.

Total Provisions during the qtr was ~12.92Bn (~9.3% of core operating profits and ~0.49% of average
advances).

There was redemption of Tier 1 bond during Q1FY24 amounting to ~40Bn.
Added ~ 174 new branches during Q1FY24. Total branch count as on 30th June’23 stood at 6,074.
Continue to hold contingency provisions of ~131Bn (~1.2% of total loans) as on 30th June’23.

Provision Coverage Ratio in NPA stood at ~82.4% in Q1FY24. Bank holds additional provision of ~12.24Bn
against borrowers under resolution framework of RBI
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Exhibit 1: Quarterly Snapshot (Rs mn)
Year-end: March Q1FY24 Q1FY23 Q4FY23 YoY (%) QoQ (%)
Interest Income 333,276 236,715 310,211 40.8 7.4
Interest Expenses 151,012 104,615 133,543 44.3 13.1
Net Interest Income 182,265 132,100 176,668 38.0 3.2
NIM (%) 4.78 4.01 4.90 77 bps -12 bps
Non-Interest Income 54,353 46,652 50,878 16.5 6.8
Operating Income 236,617 178,752 227,545 32.4 4.0
Staff Cost 38,837 28,492 34,010 36.3 14.2
Other Op Exp 56,389 47,171 55,272 19.5 2.0
Total Operating Expenses 95,226 75,663 89,282 25.9 6.7
Cost to Income (%) 40.2 42.3 39.2 -208 bps 101 bps
Operating Profit 141,391 103,089 138,264 37.2 2.3
Provisions 12,924 11,438 16,198 13.0 (20.2)
PBT 128,467 91,651 122,066 40.2 5.2
Tax 31,985 22,601 30,847 41.5 3.7
-effective tax rate 24.9 24.7 25.3 24 bps -37 bps
PAT 96,482 69,049 91,219 39.7 5.8
EPS (Rs) 13.8 9.9 13.1 38.9 5.6
BV (Rs) 301.5 255.7 287.4 17.9 4.9
Deposits 12,387,366 10,503,490 11,808,407 17.9 4.9
Advances 10,575,826 8,956,248 10,196,383 18.1 3.7

Source: Company; IDBI Capital Research
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Exhibit 2: ROE Decomposition

(%) FY21 FY22 FY23 FY24E FY25E
NII 33 3.6 4.1 3.9 4.0
Fees 0.9 1.0 1.2 1.1 11
Other Income 0.7 0.4 0.1 0.2 0.2
Net Revenue 5.0 5.0 5.5 5.2 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 7.8
ROE 12.3 14.7 17.2 16.0 16.5

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 inched up 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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Source: Company; IDBI Capital Research

Exhibit 8: Asset Quality remained stable on a QoQ basis
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Exhibit 9: Deposits growth (YoY) witnessed sharp up tick during the qtr

13,000,000 -

17.9% = 20.0%

10.9%
9 11.5% 10.3%
11000000 | 1A% 13.4% 6
- 15.0%

9,000,000 -
7,000,000 - © o o i ~ © - 10.0%

i (o)) [o0] (e)) o O

N < o < < on
5,000,000 - N o = S o N

3 3 & N 2 S - 5.0%
3,000,000 - = S S i - ~

— L | i i i L |
1,000,000 . . . . . - 0.0%

Q4FY22 Q1FY23 Q2FY23

I Deposits (in mn)

Source: Company; IDBI Capital Research

Exhibit 10: CASA Per Branch

980 -~
960 -
940 -
920

900 -
880

(o)} LN o ~ ™M
860 41 H H E
840 1 T T T T T

Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24

Source: Company; IDBI Capital Research

Q3FY23 Q4FY23 Q1FY24

—=—YoY Growth

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
Q1FY24
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Exhibit 14: RoA (non-annualized); stood at all time Exhibit 15: Cost to Income Ratio to inched up due to
high levels. increased branch and employee additions
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Exhibit 16: Cost of Deposits to remain at elevated
for some qtr 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 continued to inch up
led by re-pricing of advances
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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 sharply QoQ led Exhibit 21: CAR remains comfortable
by higher cost of deposit
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Exhibit 22: Statement of Standard Assets & Other Provisions

Product Wise Advances (In Mn) Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Ql1FY24
Contingency Provisions 74,500 85,000 100,000 115,000 131,000 131,000
Provision on Non-Fund based o/s to NPAs 20,510 20,750 20,240 19,930 20,050 19,640

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

Total Provisions 179,180 187,700 200,590 213,400 226,350 223,470

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

Source: Company; IDBI Capital Research

25,300 22,900 20,590 15,290 13,800 12,240

58,870 59,050 59,760 63,180 61,500 60,580

12
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Exhibit 23: Composition of Advances-In Mn

Product Wise Advances (In Mn) Q1FY24 Q1FY23 Q4FY23 YoY (%) QoQ (%)
Domestic Loan 10,253,110 8,498,620 9,855,290 20.6 4.0
Retail Loan 5,827,930 4,779,410 5,578,170 21.9 4.5
Rural Loan 905,540 769,980 874,310 17.6 3.6
Business Banking 748,710 573,960 721,120 30.4 3.8
SME Loans 506,150 393,850 482,210 28.5 5.0
Corporate & Others 2,264,780 1,981,420 2,199,480 14.3 3.0
Overseas Loan 322,730 457,630 341,100 (29.5) (5.4)
Total Loan Book 10,575,830 8,956,250 10,196,390 18.1 3.7

Source: Company; IDBI Capital Research

Exhibit 24: Composition of Advances-In %

Product Wise Advances (In %) QlFY24 Q1FY23 Q4FY23 YoY (%) QoQ (%)
Domestic Loan 96.9 94.9 96.7 206 bps 29 bps
Retail Loan 55.1 534 54.7 174 bps 40 bps
Rural Loan 8.6 8.6 8.6 -3 bps -1 bps
Business Banking 7.1 6.4 7.1 67 bps 1 bps
SME Loans 4.8 4.4 4.7 39 bps 6 bps
Corporate & Others 21.4 22.1 21.6 -71 bps -16 bps
Overseas Loan 3.1 5.1 3.3 -206 bps -29 bps
Total Loan Book 100.0 100 100

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

Product Wise Retail Advances (In Mn) Q1FY24 Q1FY23 Q4FY23 YoY (%) QoQ (%)
Mortgages 3,556,460 3,050,760 3,446,960 16.6 3.2
Vehicle loans 830,000 702,300 794,190 18.2 4.5

Auto finance 524,650 424,070 496,870 23.7 5.6

CV/CE 281,950 260,850 275,410 8.1 2.4

2W 23,400 17,380 21,910 34.6 6.8
Personal Loans 947,950 683,750 880,550 38.6 7.7
Credit Cards 407,200 280,100 378,410 45.4 7.6
Others 86,320 62,500 78,050 38.1 10.6
Total Retail Loan Book 5,827,930 4,779,410 5,578,170

Source: Company; IDBI Capital Research

Exhibit 26: Composition of Retail Loan Book

Product Wise Retail Advances (In %) QlFY24 Q1FY23 Q4FY23 YoY (%) QoQ (%)
Mortgages 61.0 63.8 61.8 -281 bps -77 bps
Vehicle loans 14.2 14.7 14.2 -45 bps 0 bps

Auto finance 9.0 8.9 8.9 13 bps 9 bps

CV/CE 4.8 5.5 4.9 -62 bps -10 bps

2W 0.4 0.4 0.4 4 bps 1 bps
Personal Loans 16.3 14.3 15.8 196 bps 48 bps
Credit Cards 7.0 5.9 6.8 113 bps 20 bps
Others 1.5 1.3 1.4 17 bps 8 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 (%)

FY20

332,670
23%
116,451
48,035
497,156
216,144
82,712
133,432
281,012
20%
140,532
140,480
61,172
44%
79,308
136%
12.3

7.1

0.8

FY21

389,894
17%
104,868
84,818
579,579
215,608
80,918
134,690
363,971
30%
162,143
201,828
39,901
20%
161,927
104%
23.4
12.3

1.4

FY22

474,661
22%
126,397
58,779
659,836
267,333
96,727
170,606
392,503
8%
86,414
306,089
72,694
24%
233,395
44%
33.6
14.7

1.8

FY23

621,286
31%
180,010
18,304
819,600
328,732
120,599
208,133
490,868
25%
66,656
424,212
105,247
25%
318,965
37%
45.7
17.2

2.1

FY24E

673,831
8%
185,472
29,002
888,306
376,569
147,456
229,113
511,737
4%
49,690
462,048
116,436
25%
345,612
8%

49.5
16.0

2.0

(Rs mn)

2%113
778,294
16%
211,438
43,677

1,033,409

425,964
164,775
261,189
607,445
19%
56,605
550,840
138,812
25%
412,028
19%
59.0
16.5

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
1,152,097
1,165,045
7,709,690
1,022,275
2,455,909
4,231,506
1,628,968

479,949
10,983,652

1,191,557
6,452,900
2,495,315
84,103
759,777
10,983,652

FY21

13,834
1,461,257
1,475,091

1,361,701
2,954,533
5,008,987
916,310
587,704

FY22

13,900
1,691,219

FY23

13,968
1,993,186

FY24E
13,968

2,292,131

1,705,118 2,007,154 2,306,099
9,325,221 10,645,716 11,808,407 13,521,399

1,584,797

1,614,860

3,599,569 3,797,760
5,461,350 6,395,790

1,072,314
689,828

1,193,255
833,251

2,028,210
4,272,762

7,220,427
1,604,234
850,634

12,304,326 14,112,976 15,842,067 18,282,367

1,331,282

1,678,223

1,194,383

1,703,244

7,337,290 8,590,204 10,196,383 11,623,877
3,102,410 3,623,297 4,110,683

2,812,864
88,776
734,114

93,738
648,401

95,998
732,005

97,918
746,645

12,304,326 14,112,976 15,842,067 18,282,367

(Rs mn)

FY25E

13,968
2,659,160
2,673,127

15,311,476
2,296,721
4,838,427
8,176,328
1,845,863

844,455
20,674,921

1,937,581
13,251,219
4,624,666
99,877
761,578
20,674,921
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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 14.5 13.2
18.7 14.0 14.0
30.9 8.5 15.5
25.1 4.3 18.7
36.7 8.4 19.2
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 42.4 41.2
2.2 2.2 2.2
3.0 2.8 2.8
0.5 0.4 0.5
83.5 85.2 82.9
0.7 0.5 0.5
18.4 18.3 18.6
17.6 17.5 17.7
45.7 49.5 59.0
267.9 312.6 375.8
21.8 20.1 16.9
3.7 3.2 2.7
17.2 16.0 16.5
2.1 2.0 2.1
3.3 3.0 3.1

17



ICICI Bank | Q1FY24 Result Review () IDBI capital

= Notes

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research —INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.
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This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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