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Asset quality improved; 1% Covid provisions buffer remains :ZOte."t'a' upside / downside 2% sector Banking
revious Rating BUY
Shares o/s (mn) 6,918
Summary V/s Consensus Market cap. (Rs mn) 3,943,364
ICICI Bank (one of our top picks) transit through Covid-19 impacted FY21 with robust EPS (Rs) FY22E FY23E  Market cap. (US$ mn) 52,564
numbers a) Improved asset quality, b) Restructured book at 0.5%, c) Core Operating profit IDBI Capital 25.1 28.6  3-mdaily average value (Rs mn) 7,177.2
growth at 17% YoY and d) Strong credit growth at 14% YoY. During Q4FY21, asset quality Consensus 29.7 36.6  52-week high / low Rs679/286
improved with GNPA at 4.96% vs 5.36% QoQ (5.44% YoY) as slippage ratio declined % difference (15.5)  (21.9)  Sensex / Nifty 47,878 /14,341
sequentially. Restructuring under RBI resolution framework stood at 0.5% of advances; 51%
Retail book and 49% Corporate + SME book. Management said impact of second wave could
be determined in next 1-2 months; however well prepared with more than 1% of covid-19 Shareholding Pattern (%) Relative to Sensex (%)
provisions. During Q4FY21, NIl grew by 17% YoY against a loan growth of 14% YoY; margins Promoters 0.0 15 |
improved sequentially. PPoP grew by 15% YoY as cost to income ratio improved (41.3% vs Fll 478 100 |
43.9% YoY). Strong liability franchise and higher Tier | capital ratio will advantage bank DIl 39.0
when the economy growth recovers. We have largely retained our estimates and re-iterate Public 132 95.0 1
‘BUY’ with a new TP of Rs.690 (earlier 670), valuing parent business at Rs.564 (2.1X P/ABV 800
FY23E) and rest for the subsidiaries. 65.0 1
Price Performance (%) 500

Key Highlights and Investment Rationale
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Robust credit growth, Deposits grow.th remain strong: Advances growth improved to Absolute 0.5 68 702 S2828533382885¢8282
14% YoY (10% 9MFY21) led by domestic advances growth at 18% YoY (13% YoY 9MFY21) ———1CICI Bank Ltd Sensex
while overseas book continue to decline (down 30% YoY) on a prudent strategy. Retail / Rel to Sensex 31 83 174
SME portfolio continue to grow strongly at 20%/32% YoY respectively while corporate Financial snapshot (Rs mn)
book grew slowly at 10% YoY. Deposit growth remain strong at 21% YoY (22% YoY " — — — —" —
9MFY21) led by 24% YoY growth in CASA deposits; Avg CASA ratio at 42.5% vs 42.3% YoY. il

o ) o o NII 270,148 332,670 389,895 428,933 481,186

B Asset quality improved: 1% Covid provisions buffer: Asset quality improved as GNPA Net Profit 33.634 20308 161927 173.670 197.481
stood at 4.96% vs 5.42%; NNPA improved by 12bps QoQ to 1.14% as PCR remain stable at EPS (RS) ’ 5o '12 3 '23 . '25 X ,28 6
77.7% which is the highest among its peers. Slippage ratio declined on sequential basis. . : : : :

. . ABV (Rs) 147.2 164.6 200.0 234.2 268.4

BB & below book declined by 4% QoQ; however need to watch out for the asset quality PER 109.3 465 a4 227 0.0
impact due to second wave. Also, Covid-19 related provisions stood 74.75bn (1.0% of ) ’ ' ' ' '

advances) provides the cushion on the P&L. CIEEY EA = 2.9 24 2.1

. . . ) ROE (%) 3.2 7.1 12.3 10.8 10.6

B NIMs improved QoQ; Cost to income ratio inched up QoQ: NIMs improved by 17bps ROA (%) ™ ' " e "
QoQ to 3.84% led by decline in cost of deposits (down 17bps QoQ). Although lower GNPA (%) 7'4 6.0 5'0 5'5 5.6
liquidity going forward as growth picks up could support margins while higher slippages NNPA ; 2'3 1'5 1'1 1'4 1'5
could put pressure. Cost to income ratio increased to 41.3% on sequential basis due to (%) : : : : :

CAR 16.9 16.1 19.5 18.3 18.9

high operating expenses (up 4% QoQ).

Source: Company; IDBI Capital Research
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Conference Call Highlights

The core operating profit increased by 19.8% YoY to Rs85.6bn in Q4FY21 after an impact of Rs1.75bn of refund of
interest on interest and 6bps impact on NIMs.

Disbursements in mortgages continued to increase QoQ driven by digitising the entire underwriting 5 process and
disbursements of CVs and equipment loans also increased further QoQ.

Disbursed Rs127bn under the ECLGS 1.0 and Rs15bn has been disbursed under the ECLGS 2.0.

Credit card spends increased significantly QoQ driven by spends across electronics, wellness and jewellery
categories.

Slippages as of Q4FY21 were Rs55.2bn within that retail- Rs43.5bn and corporate and SME- Rs11.7bn (incl Rs10.7bn
from BB & below rated), however, for FY21 it stood at Rs161.2bn.

The corporate and SME NPA an addition include one a/c in the construction sector which was rated BB and below
(Q3FY21) and was NPA in Mar’21 and same have been upgraded in Q4 FY21 under resolution plan.

Covid provisions- till Q3FY21, the Bank Covid provisions were Rs99.8bn (incl. contingency provisions of Rs35.1bn),
however, during the quarter, the Bank utilized the contingency provision of Rs35.1bn and further, made additional
Covid provision of Rs10.0bn and thus overall Covid provisions stands at Rs74.7bn.

Overdues-

e Performing retail EMI products and the credit card portfolio which was overdue at Q4FY21 was slightly higher
compared to pre-Covid levels and 1.5% higher at Dec’20 and 4% higher at Sept’20.

e Performing SME and business banking portfolio which was overdue had reached pre-covid levels at Sept’20 and
continues to remain same at March end.

e Performing rural portfolio which was overdue at Mar’21 was about 2.5% higher than the normal pre-Covid trend
compared to about 1.5% higher at Dec’20 end and 1% higher at Sept’20.

o ~2% of the performing domestic corporate portfolio was overdue at Mar’21, same as compared to Dec’20 and
Sept’20.

Regarding Second covid wave have to wait and watch for a month, however, assured about portfolio as per
underwriting that have done, and well covered NPAs and had 1% provision.
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The builder portfolio was Rs226.7bn (3% of loan portfolio) at Mar’21. ~13% of builder portfolio at Mar’21 was either
rated BB and below internally or was classified as non-performing.

During FY21, effort on digital side led to capture opportunities faster than peers, however, more work done on ICICI
stack so that credit delivery become seamless and faster which all had resulted into market share gains.

Through underwriting process, Scorecard has helped where Ticket sizes reduce and loss of Portfolio in large number
resulted in better output in credit decision.

Mortgages is more difficult to digitize as collateral part is not standardized, value of collateral is not amenable for
digitization.

HFC focus on affordable while an elevated credit cost is due to old builder finance and other portfolio which not
managed well and setting more provisioning on same.

Corporate book- provisions had been normalised and not much addition seen in book and on operating profit side,
have maintain slight improvement and increased focus on better rated exposures, however, lower cost of deposit
and focus on transaction banking as well as other ecosystem helped in upholding profitability.

Employee count stands at 98,750.
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Key charts that depicts our thesis

Exhibit 1: Adequate cushion made to weather the COVID-19 storm.
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Source: Company; IDBI Capital Research, Note- Axis, Kotak and 1IB- % comprise of Q3FY21.
Exhibit 2: PCR increased and better among its peers.
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Exhibit 3: Home loan portfolio highest among its peers.
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Exhibit 4: Quarterly Snapshot (Rs mn)
Year-end: March Q4FY21 Q4FY20 Q3FY21 YoY (%) QoQ (%)
Interest Income 198,416 191,887 197,297 34 0.6
Interest Expenses 94,105 102,618 98,173 (8.3) (4.1)
Net Interest Income 104,311 89,269 99,124 16.9 5.2
NIM (%) 3.8 3.9 3.7 (3 bps) 17 bps
Non-Interest Income 41,114 42,550 46,863 (3.4) (12.3)
Operating Income 145,425 131,819 145,987 10.3 (0.4)
Staff Cost 20,084 22,345 19,499 (10.1) 3.0
Other Op Exp 39,942 35,573 38,290 12.3 4.3
Total Operating Expenses 60,026 57,918 57,789 3.6 3.9
Cost to Income (%) 41.3 43.9 39.6 (266 bps) 169 bps
Operating Profit 85,399 73,901 88,198 15.6 (3.2)
Provisions 28,835 59,674 27,417 (51.7) 52
PBT 56,564 14,227 60,781 297.6 (6.9)
Tax 12,538 2,013 11,385 522.9 10.1
-effective tax rate 22.2 14.1 18.7 802 bps 343 bps
PAT 44,026 12,214 49,396 260.5 (10.9)
EPS (Rs) 6.4 1.9 7.2 2374 (11.0)
BV (Rs) 213.3 180.0 206.8 18.5 3.1
Deposits 9,325,222 7,709,690 8,743,476 21.0 6.7
Advances 7,337,291 6,452,900 6,990,175 13.7 5.0

Source: Company; IDBI Capital Research




[@ IDBI Capltal ICICI Bank | Q4FY21 Result Review

Exhibit 5: ROE Decomposition

(%) FY19 FY20 FY21 FY22E FY23E ‘
NIl 2.93 3.23 3.35 3.32 3.37
Fees 1.11 1.13 1.09 1.01 1.01
Other Income 0.46 0.47 0.54 0.43 0.44
Net Revenue 4.50 4.82 4.98 4.77 4.82
Op.Exp 1.96 2.10 1.85 1.85 1.86
Op.Profit 2.54 2.72 3.13 2.92 2.96
Provisions 2.13 1.36 1.39 1.12 1.11
PBT 0.41 1.36 1.73 1.80 1.85
Tax 0.04 0.59 0.34 0.45 0.47
ROA 0.36 0.77 1.39 1.34 1.38
Leverage (x) 8.63 9.17 8.82 8.05 7.65
ROE 3.15 7.05 12.27 10.83 10.59

Source: Company; IDBI Capital Research

Exhibit 6: One-year forward P/ABV
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Financial Summary

Profit & Loss Account (Rs mn) Financial Ratios (%)
Year-end: March FY20 FY21 FY22E FY23E Year-end: March FY20 FY21 FY22E FY23E
Net interest income 332,670 389,895 428,933 481,186 Growth
Fee Income 116,451 126,590 130,662 143,729 Deposits 18.1 21.0 14.2 12.0
Other Income 48,035 63,095 55,881 62,275 Advances 10.0 13.7 12.0 12.0
Operating Income 497,156 579,580 615,477 687,190 NII 231 172 10.0 12.2
Operating expenses (216,144)  (215609) (239,027)  (264,883) Pre-Provision Profit 199 25 34 12.2

Net Profi 135. 104.2 7. 13.7
Employee expenses (82,712)  (80,918)  (91,254)  (99,377) et Profit 358 10 3 3

Spreads (%)
Other expenses (133,432) (134,691) (147,773) (165,506)

Yield on Assets 8.2 7.5 7.4 7.4
Pre-Provision Profit 281,012 363,971 376,450 422,307

Cost of Funds 4.7 4.1 4.1 4.1
Provision (140,532)  (162,144) (144,271) (158,296)

NIM 3.6 3.7 3.6 3.7
L | Provisi 144 155,14 121,32 1 1

oan loss Provisions (88,144)  (155,140) (121,329) (135,018) CASA 45.1 463 46.4 16.6

Other Provisions (52,388) (7,004) (22,941) (23,278) Operating Efficiency (%)
FBT 140480 201,827 232,180 264,012 Cost-to-Income 435 372 388 385
Taxes (61,172) (39,900) (58,509) (66,531) Cost-to-Assets 2.1 1.9 1.9 1.9
Net profit 79,308 161,927 173,670 197,481 Asset Quality (%)

GNPA 6.0 5.0 55 5.6

Balance Sheet (Rs mn) NNPA 15 11 14 15

Provision Coverage 75.7 77.8 76.0 74.0
Year-end: March FY20 FY21 FY22E FY23E

Credit Cost 2.3 2.4 1.9 1.8
Capital 12,948 13,834 13,834 13,834 Capital Adequacy (%)
Reserves 1,152,063 1,461,227 1,718,944 1,983,441 CAR 161 195 183 18.9
Networth 1,165,011 1,475,061 1,732,778 1,997,275 Tier | 14.7 18.1 17.0 17.4
Deposits 7,709,690 9,325,220 10,645,934 11,927,906 Valuations
Total Liabilities & Equity 10,983,652 12,304,325 13,523,493 15,018,588 ABV (Rs) 164.6 200.0 234.2 268.4
Cash & Bank with RBI 1,191,558 1,331,283 1,397,020 1,472,624 P/E (x) 46.5 244 227 20.0
Investments 2,495,315 2,812,865 3,069,362 3,485,934 P/ABV (x) 3.5 29 2.4 2.1
Advances 6,452,900 7,337,291 8,217,766 9,203,898 ROE (%) 7.1 12.3 10.8 10.6
Other Assets 759,777 734,112 748,794 763,770 ROA (%) 0.8 1.4 1.3 14
Total assets 10,983,652 12,304,325 13,523,493 15,018,588 RORWA (%) 1.1 2.1 2.0 1.9

Source: Company; IDBI Capital Research
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Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.
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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 — U65990MH1993G01075578
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.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital and associates 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 report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

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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