Q3FY24 Result Review

Indusind Bank (lIB)

NIMs stable QoQ; Deposits growth lower

Summary

Indusind bank consistently maintained the NIMs (@4.3%) for last 5 quarters
backed by improvement in yields. Credit growth remains strong led by growth
across the segments. We expect 18% CAGR (FY23-26) loan growth backed by
retail portfolio. Deposit growth slowdown further, while management guided
for CD ratio to remain in the historical range of 85-90%. MFI portfolio which
remains key concern area reported stable GNPA (@4.4% vs 4.5% QoQ).
Profitability remains strong led by lower credit cost as management utilized
Rs.2.20bn of contingent provisions. Bank maintains overall provision of Rs13bn
as contingent provisions. We have moved to FY26E estimates and expect EPS to
grow at 18% CAGR (FY23-26). We maintain ‘BUY’ rating with a new TP of
Rs.1,900 (Rs.1,675) at P/ABV of 1.9x FY26.

Key Highlights and Investment Rationale

B Strong Credit growth: Credit growth remain strong at 20% YoY vs 21.3% YoY
(Q2FY24) backed by growth across the segments. Corporate & commercial
book grew slowly by 15% YoY while consumer finance portfolio grew by 24%
YoY. Deposits growth slowdown to 13% YoY vs 14% YoY (Q2FY24).

= Asset quality stable: GNPA at 1.94% vs 1.93% QoQ; NNPA at 0.58% vs 0.57%
QoQ with PCR at 71% (vs 71% QoQ). MFI portfolio asset quality concerns
remain with high fresh slippages. Bank maintains 2.3% loan related provisions
which provided cushion from adverse impact on P&L.

® NIMs remain stable: NIMs remain stable at 4.29% (4.29% QoQ) due to
upwards re-pricing of liability and assets. Cost to Income ratio increased to
48% vs 47% QoQ due to higher operating expenses (up 6% QoQ).

m  Qutlook: Continuation of business strategy under the new CEO has resulted in
navigating through asset quality concerns better. Further, MD got approval of
tenure for next 2 years gives the visibility of continuation of growth strategy.

T Rs.1,900

P
cmp Rs.1,613

Potential upside/downside  18%
Previous Rating BUY
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3.8 5.5 15.3
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Key Stock Data

Bloomberg/Reuters IIB IN / INBK.BO
Sector Banking
Shares o/s (mn) 778
Market cap. (Rs mn) 1,254,599

181.5
Rs1,694 /990
71,187 / 21,462

3-m daily avg Trd value (Rs mn)
52-week high / low
Sensex / Nifty

V/s Consensus

Shareholding Pattern (%)

EPS (Rs) FY24E FY25E FY26E Promoters 16.5
IDBI Capital 116.1 1339 154.7 Fll 425
Consensus 117.0 138.1 163.7 DIl 22.8
% difference (0.8) (3.0) (5.5) Public 18.2
Financial snapshot (Rs mn)
Year FY2022 FY2023 FY2024E FY2025E FY2026E
NII 1,50,008 1,75,921 2,07,799 2,42,265 2,88,098
Change (yoy, %) 11% 17% 18% 17% 19%
Net Profit 46,111 73,897 90,112 1,03,865 1,20,026
Change (yoy, %) 63% 60% 22% 15% 16%
EPS (Rs) 59.5 95.2 116.1 133.9 154.7
Change (yoy, %) 62% 60% 22% 15% 16%
ABV (Rs) 605.8 681.9 777.9 884.8 1,015.4
PER (x) 27.1 16.9 13.9 12.0 104
P/ABV (x) 2.7 2.4 2.1 1.8 1.6
ROE (%) 10.1 14.4 15.4 15.6 15.7
ROA (%) 1.2 1.7 1.9 1.8 1.8
GNPA (%) 2.3 2.0 1.9 1.8 1.9
NNPA (%) 0.7 0.6 0.6 0.6 0.6
CAR (%) 18.4 17.9 17.4 17.2 16.8

Source: IDBI Capital Research
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Conference Call Highlights

Operational Performance

Robust loan growth momentum, retail loan growth at 24% YoY and overall loan growth at 20%. However,
overall slippages were on the higher side in Q3FY24 which the management expects to normalize in
Q4FY24.

Home loan book at Rs. 13.77 Bn up by 37% QoQ and share of unsecured loans remains range-bound at 5-
5.5% and the management aims to maintain the same at current levels.

Vehicle finance business saw the highest ever disbursement of Rs. 137 Bn (up 7% QoQ) and vehicle loan
growth remained healthy at 20% YoY and 5% QoQ. 2W loan demand picking up driven by rural and festive
demand. However, CV and 3W demand remained slow due to lower industry volumes.

Bharat financial Inclusion Ltd- Vehicle distribution now running at its potential capacity with outstanding
loan book originated at Rs.405.44 Bn, up 24% YoY.

Micro finance: YoY growth at 20% vs 16% in Q2FY24. The average loan outstanding per customer reduced
by 1% in Q3FY24. The net slippages stood at 0.55% vs 1.24% YOY while collection efficiency stood at
98.3%.

Merchant acquiring business- Loan book stood at Rs.47.83 Bn, reduced by 2% sequentially with focus on
collection (collection efficiency at 99.1%).

Global diamond and jewelry- Growth has been an issue as seen by a portfolio de-growth of 8% QoQ. This
business now contributes to 3% of the overall loan book. However, the asset quality remains healthy.

Corporate bank- Focus on areas of competitive advantage. Growth of 15% YoY was led by small corporates
up by 5% and mid corporates. Further, A and above rated customers stood at 77% vs 74% YoY.

Advances and Deposits

The bank mobilized deposits of Rs. 82 Bn making it the best quarter since the beginning of the upward
interest cycle which translated in retail as per LCR growth of 20% YoY and 5% QoQ.

Share of retail deposits in overall deposits up to 44.8%, one of the best in previous quarters.

Market share in NR segment at 3.3%.
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Average LCR at 122% vs 117% QoQ.
Retail deposit growth up by 20% CAGR since beginning of upward interest rate cycle.

Asset Quality

Restructured book reduced to 0.48% vs 0.52% QoQ.

Agri businesses had a Rs. 0.25 Bn extra slippage, Rs. 0.40 Bn slippage from LAP and Rs. 0.30 Bn extra
slippage (one-off) from merchant banking business. The excess slippage in corporate book was also a one
off event and the same should normalize going forward.

Slippages in vehicle loan book impacted by adverse weather conditions towards the end of Q3FY24.
However, the same is now showing signs of turnaround and is expected to normalize in Q4FY24

Future Guidance

The bank will continue to focus on MSME as one of the growth engines going forward.

The NIMs are expected to remain stable going forward and should be further improvement once the
interest rate cycle turns. Further, the management does not expect any increase in lending rates in the
coming quarters.

The management expects the corporate slippages to normalize at 0.70-0.80 Bn going forward.

MHCV, LCV and tractors are moving slowly and the same are not expected to improve in the near term.
The bank is mitigating the same by focusing on used CV and auto loans

The cost to income should stabilize in the range of 41-43% going forward.

The bank is currently at an LDR in the range of 86-90% and the management expects it to remain in the
same range going forward.

The management intends to focus on its granularization journey and hence, will offer a deposit rate which
is 40-50 bps above the market rate to attract retail deposits.

The bank will raise capital before CET-1 touches 14%. However, the bank is in a comfortable position for
the next 6-8 quarters supported by internal accruals.

The management intends to sustain growth in vehicle loan book by 20% for which the disbursements will
have to go up by 5-7% from the current rates.
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Exhibit 1: Quarterly Snapshot

Year-end: March

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

Q3FY24
1,15,723
62,766
52,956
4.3
23,959
76,915
10,267
26,626
36,893
48.0
40,022
9,342
30,680
7,701
25.1
22,979
29.5
781.5
36,87,930
32,70,570

Q3FY23

94,574
49,621
44,953

4.3
20,763
65,717

7,992
20,921
28,913
44.0
36,804
10,647
26,157
6,565
25.1
19,592
25.3
682.4
32,52,780
27,27,540

(Rs mn)

Q2FY24  YoY(%) QoQ (%)

1,12,478 22.4 2.9
61,711 26.5 1.7
50,767 17.8 4.3

4.3 2 bps 0 bps
22,818 154 5.0
73,585 17.0 4.5

9,566 28.5 7.3
25,210 27.3 5.6
34,776 27.6 6.1
47.3 397 bps 71 bps
38,809 8.7 3.1
9,738 (12.3) (4.1)
29,071 17.3 5.5
7,256 17.3 6.1
25.0 1 bps 14 bps
21,815 17.3 5.3
28.1 16.9 5.2
746.3 14.5 4.7
35,97,865 134 2.5
31,54,541 19.9 3.7
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Exhibit 2: ROE Decomposition

(%) FY22 FY23 FY24E FY25E FY26E
NII 3.9 4.1 4.3 4.3 4.2
Fees 1.8 1.9 1.9 1.9 1.8
Other Income 0.1 0.0 0.1 0.1 0.1
Net Revenue 5.8 6.0 6.2 6.2 6.1
Op.Exp 2.5 2.7 2.9 2.9 2.9
Op.Profit 33 3.3 33 33 3.2
Provisions 1.7 1.0 0.8 0.8 0.8
PBT 1.6 2.3 2.5 2.4 2.4
Tax 0.4 0.6 0.6 0.6 0.6
PAT 1.2 1.7 1.9 1.8 1.8
Leverage (x) 8.4 8.4 8.3 8.5 8.9
ROE 10.1 14.4 15.4 15.6 15.7

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 (14-24)
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Exhibit 5: Advances growth continued to show strong growth momentum
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Exhibit 6: Slippage ratio increased QoQ.
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Exhibit 7: Net Interest margin remained stable on a QoQ basis
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Exhibit 8: Asset quality remained stable QoQ.
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Exhibit 9: Deposits growth moderated sequentially
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Exhibit 10: CASA per Branch
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Exhibit 11: Deposit per Branch
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Exhibit 12: ~1000 branches to be added over 3 years
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Exhibit 13: Branch addition picked up during the qtr
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Exhibit 14: Return on Assets remained stable on a Exhibit 15: Cost to Income Ratio inched up QoQ
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Exhibit 16: Cost of Deposits increased sequentially Exhibit 17: Yield on Advance inched up marginally
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Exhibit 18: Return on Equity inched up on a Exhibit 19: Credit Cost to remain in the range of 1.1-
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Exhibit 20: Cost to Assets inched up QoQ Exhibit 21: CAR remains comfortable
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Exhibit 22: Composition of Advances-In Mn
Product Wise Advances (In Mn) Q3FY24 Q3FY23 Q2FY24 YoY (%) QoQ (%)
Commercial Vehicle Loans 3,18,630 2,68,190 3,08,790 18.8 3.2
Utility Vehicle Loans 1,19,510 83,110 1,07,290 43.8 11.4
Small CV 39,400 33,650 37,730 17.1 4.4
2Wheeler Loans 51,840 47,490 48,040 9.2 7.9
Car Loans 1,26,710 99,930 1,17,840 26.8 7.5
Tractor 94,460 91,590 95,800 3.1 (1.4)
Equipment Financing 1,10,370 92,690 1,05,020 19.1 5.1
Credit Cards 1,02,390 77,140 94,620 32.7 8.2
LAP 1,04,700 95,020 1,01,810 10.2 2.8
PL/MA/BL/AHL/Others 2,20,140 1,43,360 2,08,790 53.6 5.4
Business Banking 1,58,940 1,28,390 1,53,640 23.8 3.4
Micro Finance 3,57,610 2,96,880 3,43,630 20.5 4.1
Corporate Banking 14,65,870 12,70,100 14,31,540 154 2.4
Total 32,70,570 27,27,540 31,54,540 19.9 3.7

Source: Company; IDBI Capital Research

12
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Exhibit 23: Composition of Advances (%)

Product Wise Advances (%) Q3FY24
Commercial vehicle loans 9.7
Utility vehicle loans 3.7
Small CV 1.2
2Wheeler loans 1.6
Car loans 3.9
Tractor 2.9
Equipment financing 34
Credit Cards 3.1
LAP 3.2
PL/MA/BL/AHL/Others 6.7
Business Banking 4.9
Micro Finance 10.9
Corporate Banking 44.8
Total 100

Source: Company; IDBI Capital Research

Q3FY23
9.8
3.0
1.2
1.7
3.7
3.4
3.4
2.8
3.5
5.3
4.7

10.9
46.6
100

Exhibit 24: Statement of Standard Assets & Other Provisions

Product Wise Advances (In Mn) Q2FY23
Specific Provision 39,130
Floating Provisions 700
Standard Contingent Provisions 26,530
Standard Asset Provisions 11,550
Loan Related Provisions 77,910
Provision Coverage Ratio (%) 72
Total loan related Provisions (% of GNPA) 140

Source: Company; IDBI Capital Research

Q3FY23

39,590
700
21,920
12,140
74,350
71%
130%

Q2FY24

Q4FY23

40,410
700
19,000
13,130
73,240
71

126

9.8
3.4
1.2
1.5
3.7
3.0
3.3
3.0
3.2
6.6
4.9
10.9
45.4
100

Q1FY24
41,240
700
17,000
13,450
72,390
71

121

YoY (%)
-9 bps
61 bps
-3 bps

-16 bps
21 bps

-47 bps
-2 bps
30 bps

-28 bps

147 bps
15 bps

5 bps
-175 bps

Q2FY24
42,800
700
15,200
13,970
72,670
71

118

QoQ (%)

-5 bps
25 bps
1 bps
6 bps
14 bps

-15 bps

5 bps
13 bps
-3 bps
11 bps
-1 bps

4 bps

-56 bps

Q3FY24

44,320
700
13,000
14,400
72,420
71

114
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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 (%)

(Rs mn)

FY24E FY25E FY26E
2,07,799 2,42,265 2,88,098
18% 17% 19%
89,487 1,05,594 1,24,601
4,309 4,976 5,760

3,01,594  3,52,835  4,18,459
1,42,560 1,67,061 2,00,521
39,155 45,043 53,113
1,03,405 1,22,018 1,47,407
1,59,034 1,85,774  2,17,938
11% 17% 17%
38,726 46,972 57,540
1,20,308 1,38,801 1,60,398
30,196 34,936 40,372

25% 25% 25%
90,112 1,03,865 1,20,026
22% 15% 16%
116.1 133.9 154.7
15.4 15.6 15.7
1.9 1.8 1.8

14
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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

FY21
7,734
4,25,920
4,33,654
25,62,050
3,60,601
7,10,654
14,90,794
5,13,228
1,20,796
36,29,727

5,63,272
21,25,954
6,96,947
18,094
2,25,461
36,29,727

FY22
7,747
4,69,226
4,76,972
29,36,813
3,68,389
8,88,256
16,80,168
4,73,232
1,32,728
40,19,746

6,82,745
23,90,515
7,09,708
18,487
2,18,291
40,19,746

FY23
7,759
5,38,458
5,46,217
33,64,381
5,09,179
8,41,284
20,13,918
4,90,112
1,77,330
45,78,041

5,65,112
28,99,237
8,31,162
19,926
2,62,604
45,78,041

FY24E
7,759
6,14,604
6,22,362
38,34,058
5,75,109
9,58,514
23,00,435
4,50,154
1,87,222
50,93,796

4,09,945
34,21,099
9,70,351
21,919
2,70,482
50,93,796

FY25E
7,759
7,02,951
7,10,710
45,11,435
6,76,715
11,27,859
27,06,861
8,83,739
1,69,457
62,75,341

8,08,549
40,36,897
11,10,445

21,919

2,97,530

62,75,341

(Rs mn)

FY26E
7,759
8,07,459
8,15,218
53,10,741
7,96,611
13,27,685
31,86,445
10,89,203
1,49,019
73,64,181

9,53,514
47,63,539
12,97,926

21,919

3,27,283

73,64,181

15
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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 Efficiency
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

FY21

26.8
2.8
12.2
8.9
(35.8)

9.7
5.2
4.4
41.8

41.6
2.5

2.7
1.1
60.2
3.8

17.4
16.8

37
535
44.0
3.0
7.3
0.8

11

FY22

14.6
124
10.9

8.4
62.6

8.9
4.7
4.2
42.8

42.9
2.5

2.3
0.7
71.0
2.9

18.4
16.8

60
606
27.1
2.7
10.1
1.2

1.6

FY23

14.6
21.3
17.3
12.9
60.3

9.3
5.0
4.4
40.1

44.3
2.7

2.0
0.6
69.4
1.7

17.9
16.4

95
682
16.9
2.4
14.4
1.7

2.3

FY24E

14.0
18.0
18.1
10.9
21.9

10.3
5.8
4.6

40.0

47.3
2.9

1.9
0.6
70.5
1.2

17.4
16.3

116
778
13.9
2.1
15.4
1.9

2.4

(%)

2%113 FY26E
17.7 17.7
18.0 18.0
16.6 18.9
16.8 17.3
15.3 15.6
10.3 10.2

5.9 5.8
4.5 4.4
40.0 40.0
47.3 47.9
2.9 2.9
1.8 1.9
0.6 0.6
67.0 68.6
1.3 1.3
17.2 16.8
15.7 15.3
134 155
885 1,015
12.0 10.4
1.8 1.6
15.6 15.7
1.8 1.8
2.3 2.2
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