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Robust credit growth; Asset quality stable Potential upside / downside ~ 15%  Sector Banking

Shares o/s (mn) 6,926
Summary V/s Consensus Market cap. (Rs mn) 4,686,428
ICICI Bank (one of our top picks) reported strong credit growth at 17% YoY (14% YoY FY21) EPS (Rs) FY22E FY23E  Market cap. (US$ mn) 62,981
along with stable assets quality under stiff quarter impacted by second Covid-19 wave IDBI Capital 31.0 37.2  3-mdaily average value (Rs mn) 4,476.8
impact. During Q1FY22, asset quality remain stable with GNPA slightly inching up to 5.15% Consensus 30.8 375  52-week high / low Rs679/334
vs 4.96% QoQ (5.46% YoY) led by higher recoveries (including upgrades). However, slippage % difference 0.5 (0.7)  Sensex / Nifty 52,976 / 15,856

ratio increased sequentially impacted by lower collection efficiency. Restructuring under
RBI resolution framework stood at 0.7% vs 0.5% of advances; 45% Retail book and 55%

Corporate + SME book. Management said restructuring could increase in Q2FY22; however Shareholding Pattern (%) Relative to Sensex (%)
well prepared with 0.9% of covid-19 provisions. During Q1FY22, NIl grew by 18% YoY against Promoters 0.0 5000
a loan growth of 17% YoY; margins improved sequentially. PPoP de-grew by 17% YoY led by Fll 48.0 1850
decline in non-interest income (down 35% YoY). Strong liability franchise and higher Tier | 170.0
. s . . ol 389 1550
capital ratio will advantage bank when the economy growth recovers. We raised our estimates Public 131 1 200
as credit growth improved and have a ‘BUY’ with a new TP of Rs.780 (earlier 690), valuing . 125.0
parent business at Rs.634 (2.3X P/ABV FY23E vs earlier 2.1X) and rest for the subsidiaries. 110.0
s . Price Performance (%) 95.0
Key Highlights and Investment Rationale 800 +—rTTT T T T
-lm -3m  -12m RRRIRIRIR/INIRNSERSN
B Robust credit growth continues, Deposits growth slowdown: Advances growth continue EStSbagsctosssEsS
to improve; stood at 17% YoY (14% FY21). Robust growth was led by domestic advances Absolute 68 187 772 Tz TIn0ZoeE<sS
growth at 20% YoY (18% YoY FY21) while overseas book continue to decline (down 15% Rel to Sensex 6.2 81 383 ICICI Bank Ltd. Sensex
YoY) on a prudent strategy. Retail / SME portfolio continue to grow strongly at 20%/43% R .
. . ) Financial snapshot (Rs mn)
YoY respectively while corporate book grew slowly at 10% YoY. Deposit growth slowdown
to 15% YoY (21% YoY FY21) led by 7% YoY growth in term deposits; Avg CASA ratio at Year FY2019 FY2020 Fy2021 FY2022E FY2023E
43.7% vs 41% YoY. NIl 270,148 332,670 389,894 445,566 514,436
B Asset quality stable; 0.9% Covid provisions buffer: Asset quality remain stable as GNPA 28 (i 33,634 79,308 161,927 214,614 257,148
stood at 5,15% vs 4.96%; NNPA increased by 2bps QoQ to 1.16% as PCR remain stable at EPS (Rs) >-2 123 23.4 31.0 37.2
78% which is the highest among its peers. Slippage ratio increased on sequential basis ABV (Rs) 147.2 164.6 186.0 227.7 275.8
due to second covid-19 wave. BB & below book increased by 7% QoQ; need to watch out PER (x) 129.7 55.2 28.9 21.8 18.2
for the asset quality impact. However, Covid-19 related provisions stood 64.25bn (0.9% of P/ABV (x) 4.6 4.1 3.6 3.0 2.5
advances) provides the cushion on the P&L. ROE (%) 3.2 7.1 12.3 13.3 133
E NIMs improved QoQ; Cost to income ratio improved QoQ: NIMs improved by 5bps QoQ ROA (%) Lo 08 L2 L. _J
to 3.89% led by decline in cost of deposits (down 15bps QoQ). Although lower liquidity GNPA (%) 74 6.0 5.3 4.8 4.6
going forward as growth picks up could support margins while higher slippages could put NNPA (%) 2.3 15 12 11 11
pressure. Cost to income ratio improved to 40% on sequential basis due to stable CAR 16.9 l6.1 19.1 18.2 18.8
operating expenses (Up 0.6% QoQ). Source: Company; IDBI Capital Research
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Conference Call Highlights

Digital and Payments

B Credit card spends decline in April and May and improved to March level in June month led by spends on consumer
durables, utility, education, and Insurance.

B |Mobile pay saw 2.5mn activation by non-ICICI bank account holders since its launch. Transaction by value and
volume grew by 8x and 7x QoQ.

B  Merchant base stands at 2cr (all sizes) within that 80lakhs-1Cr rationally size customer. Monthly movement on
consumption from SA to merchant a/c ranges from Rs2-2.5tn.

Advances

B 34% (19% in FY21) of total mortgage sanctions by volume and 46% (42% in FY21) of Personal loans disbursements
were end to end digital in Q1FY22.

B Disbursement in Retail moderated in April and May due to lockdown while it picked up in June and July.

B Business banking- Business banking excluded from the retail portfolio. Management believes a lot of opportunity in
BB.

B Under credit card, no impact of the master card as the share is negligible while maximum impact comes from VISA.

B Mortgages- LTV is well controlled and has no losses as such. Credit cost is low, and PCR is better.

Corporate portfolio

Capacity utilization saw a decline in April, May and currently has gone up, and the general requirement of working
capital has gone up.

PSU continues to grow on the Capex front, and the corporate book grew by 15% YoY.
Deposit- Due to the Implementation of RBI regulation, CA could see a sequential impact in Q2FY22.

Covid provision- Written back Rs10.5bn from covid -19 provisions and overall stands at Rs64.5bn (0.9% of total
loans). 2HFY22 provisions would decline.

Asset quality-

Slippages stand at Rs72.31bn within that Rs67.73bn from Retail and business banking portfolio and Rs4.58bn from
corporate and SME portfolio.

Under Retail and Business banking, Rs11.30bn comprises of Jewel loan portfolio and expects a complete recovery in
the coming quarters. KCC saw a Slippages of Rs9bn and generally sees higher NPAs in Q1 and Q3.
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B Segment-wise slippages trends compared to FY21, Mortgages were similar, CV&CE higher, PL/CC was lower. Expect
Slippages to be lower in Q2FY22 and decline in H2FY22.

B Sale of ARC of Rs2.4bn on a cash basis and mostly coming from Corporate and SME NPAs.

B OQOverdue in performing portfolio across segment were higher than or at the pre-covid level in Mar’21 and increase in
April and May due to restriction but the decline in June.

B Less than 1% domestic corporate portfolio was overdue as of June 2021. Though there is some increase in overdue
a/cs, saw no alarming situation in the SME portfolio. Expect improvement in the collection from the overdue a/cs in
the coming quarter.

B Other than three accounts, each in construction, power, and telecom sectors, the maximum single borrower
outstanding in the BB & below portfolio was less than Rs.6bn as of Q1FY22. Total provisions held on BB & below
portfolio were Rs9.76bn in Q1FY22 (Rs3.32bn in Q4FY21).

B |n the corporate NPAs upgraded 1 a/c in the Construction sector (rated BB & Below in Q3FY21) upon restructuring in
Q1FY22. Expect some addition under restructuring on the retail side.

Collections-

B Collections and recoveries were impacted during April & May which led to an increase in slippages. In June and July,
the bounce rates have improved.

B 90% collection done through digital.

P&L items-

B Interest on Tax refund and interest on collections impact were higher by 2bps and 4bps on YoY and QoQ basis.

B Other interest income front, There was some opportunity to deploy surplus liquidity in asset swap which aided other
interest income.

B Rs.11.3bn additional impact due to one-time change in NPA policy.

B Cost of funds coming to bottom out soon and corporate side seen growth supportive of margins. Q1FY22 liquidity

decline and got higher yield on surplus liquidity that aided on yield perspective.
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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 Q4FY21.

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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Source: Company; IDBI Capital Research; Note: Axis, Kotak and IIB includes LAP portfolio and % comprise of Q4FY21.
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Exhibit 4: Quarterly Snapshot (Rs mn)
Year-end: March Q1FY22 Q1FY21 Q4FY21 YoY (%) QoQ (%)
Interest Income 203,834 199,244 198,416 2.3 2.7
Interest Expenses 94,477 106,446 94,105 (11.2) 0.4
Net Interest Income 109,357 92,798 104,311 17.8 4.8
NIM (%) 3.9 3.7 3.8 20 bps 5 bps
Non-Interest Income 39,959 61,426 41,114 (34.9) (2.8)
Operating Income 149,316 154,224 145,425 (3.2) 2.7
Staff Cost 23,744 21,661 20,084 9.6 18.2
Other Op Exp 36,628 24,798 39,942 47.7 (8.3)
Total Operating Expenses 60,372 46,459 60,026 29.9 0.6
Cost to Income (%) 40.4 30.1 41.3 1031 bps (84 bps)
Operating Profit 88,944 107,765 85,399 (17.5) 4.2
Provisions 28,517 75,940 28,835 (62.4) (1.1)
PBT 60,427 31,825 56,564 89.9 6.8
Tax 14,267 5,833 12,538 144.6 13.8
-effective tax rate 23.6 18.3 22.2 528 bps 144 bps
PAT 46,160 25,992 44,026 77.6 4.8
EPS (Rs) 6.7 4.0 6.4 66.1 4.7
BV (Rs) 220.0 183.1 213.3 20.1 3.2
Deposits 9,262,239 8,016,223 9,325,222 15.5 (0.7)
Advances 7,385,979 6,312,146 7,337,291 17.0 0.7

Source: Company; IDBI Capital Research
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Exhibit 5: ROE Decomposition

(%) FY19 FY20 FY21 FY22E FY23E ‘
NIl 2.93 3.23 3.35 3.39 3.45
Fees 1.11 1.13 0.92 1.01 1.00
Other Income 0.46 0.47 0.71 0.44 0.45
Net Revenue 4.50 4.82 4.98 4.84 4.90
Op.Exp 1.96 2.10 1.85 1.84 1.77
Op.Profit 2.54 2.72 3.13 3.00 3.13
Provisions 2.13 1.36 1.39 0.90 0.83
PBT 0.41 1.36 1.73 2.11 2.30
Tax 0.04 0.59 0.34 0.47 0.58
ROA 0.36 0.77 1.39 1.63 1.72
Leverage (x) 8.63 9.17 8.82 8.11 7.70
ROE 3.15 7.05 12.27 13.25 13.27

Source: Company; IDBI Capital Research

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

Profit & Loss Account (Rs mn)

Year-end: March

Net interest income
Fee Income

Other Income
Operating Income
Operating expenses
Employee expenses
Other expenses
Pre-Provision Profit
Provision

Loan loss Provisions
Other Provisions
PBT

Taxes

Net profit

Balance Sheet

Year-end: March
Capital

Reserves

Networth

Deposits

Borrowings

Total Liabilities & Equity
Cash & Bank with RBI
Investments
Advances

Other Assets

Total assets

FY20 Fy21 FY22E FY23E

332,670 389,894 445566 514,436
116,451 106,707 132,511 149,667
48,035 82,978 57,647 66,740
497,156 579,579 635,725 730,842
(216,144)  (215,608)  (241,118)  (263,770)
(82,712)  (80,918)  (91,254)  (91,427)
(133,432)  (134,690) (149,864)  (172,344)
281,012 363,971 394,607 467,072
(140,532)  (162,143)  (117,685) (123,291)
(88,144)  (107,991)  (94,651)  (99,778)
(52,388)  (54,152)  (23,034)  (23,513)
140,480 201,828 276,922 343,781
(61,172)  (39,901)  (62,307)  (86,633)
79,308 161,927 214,614 257,148

(Rs mn)

FY20 Fy21 FY22E FY23E
12,948 13,834 13,834 13,834
1,152,063 1,461,226 1,749,540 2,096,975
1,165,011 1,475,060 1,763,374 2,110,809
7,709,690 9,325,221 10,976,111 12,621,499
1,628,968 916,310 761,377 752,474
10,983,652 12,304,326 13,966,966 15,882,191
1,191,558 1,331,283 1,434,440 1,552,571
2,495,315 2,812,863 3,255,294 3,769,919
6,452,900 7,337,290 8,437,884 9,703,566
759,777 734,114 748,796 763,772
10,983,652 12,304,326 13,966,966 15,882,191

Source: Company; IDBI Capital Research

Financial Ratios

Year-end: March

Growth

Deposits

Advances

NII

Pre-Provision Profit
Net Profit

Spreads (%)

Yield on Assets
Cost of Funds

NIM

CASA

Operating Efficiency (%)
Cost-to-Income
Cost-to-Assets
Asset Quality (%)
GNPA

NNPA

Provision Coverage
Credit Cost

Capital Adequacy (%)
CAR

Tier |

Valuations

EPS (Rs)

ABV (Rs)

P/E (x)

P/ABV (x)

ROE (%)

ROA (%)

RORWA (%)

(%)

FY20 Fy21 FY22E FY23E

18.1 21.0 17.7 15.0
10.0 13.7 15.0 15.0
23.1 17.2 14.3 15.5
19.9 29.5 8.4 18.4
135.8 104.2 32,5 19.8
8.2 7.6 7.5 7.5
4.7 4.1 4.1 4.1
3.6 3.7 3.7 3.8
45.1 46.3 46.4 46.6
43.5 37.2 37.9 36.1
21 1.9 1.8 1.8
6.0 5.3 4.8 4.6
1.5 1.2 1.1 1.1
75.7 77.7 78.5 77.3
2.3 24 1.5 1.4
16.1 19.1 18.2 18.8
14.7 18.1 16.8 17.4
12.3 23.4 31.0 37.2

164.6 186.0 227.7 275.8

55.2 28.9 21.8 18.2
4.1 3.6 3.0 2.5
7.1 12.3 13.3 13.3
0.8 1.4 1.6 1.7
1.1 2.1 2.4 2.4
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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 — 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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