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Challenged, not vanquished

IIB’s 2QFY20 was mostly inline. Several operating
parameters (NIM, deposit growth and C-l) were stable.
However, slower growth and evident stress build-up
(higher slippages and SMA 1l) raise concerns. Maintain
BUY with a TP of Rs 1,904 (3.0x Sept-21E ABV of Rs 635).

HIGHLIGHTS OF THE QUARTER

= Asset Quality Deteriorates: While slippages were
substantially higher QoQ (~Rs 11bn i.e. 2.26% ann.,
+52%) and SMA Il jumped 41bps QoQ to 58bps,
headline GNPAs (Rs 43.7bn, 2.19%) were stable. The
silver lining here is that (1) A substantial portion of
Gross CCB slippages (~25%) were upgraded in 2Q itself
and (2) Std exposure to known stress, was ~80bps
lower QoQ at 1.1%. We build in slippages of ~2.3% over
FY20-22E to factor in elevated SMA 1l and exposure to
an HFC and RE group which has in the news.

®  Book Growth Slows: At ~21% YoY, loan growth was
significantly lower vs. expectations. Comparable YoY
growth was ~13%. Adjusted (for reclassification) CCB
growth slowed to ~10%, as IIB sold down ~Rs 30bn of
CCB loans and saw large repayments. Core VF book
growth slowed to ~21% YoY. In_spite of adequate
capital and opportunity, we have reduced our growth
assumptions by 900bps over FY20E, due to slower than

Financial Summary

RESULTS REVIEW 2QFY20
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expected growth in 1HFY20. We build loan growth of
~23% over FY20-22E

®  NIM Expansion: Led by a sharp fall in the CoD (-16bps
QoQ), NIMs rose 5bps QoQ to 4.1%. Yields grew ~4bps
QoQ in spite of high slippages. NIMs are likely to
expand here on, driven by (1) An increase in the share
of high vyielding unsecured loans, (2) Downward trend
in_interest rates and CoF and (3) A large fixed rate
book (44%). NIMs are likely to touch 4.4% by FY22E.

®  Near term outlook: (1) Stress build up (2) Slower
growth and (3) The imminent leadership change will
weigh down on the stock.

STANCE

Our earnings estimates fall by 6% over FY20-22E, with
slower growth, higher NPAs and credit costs. lIB’s
significant slips on asset quality, broader macro stress and
the upcoming leadership change preclude lofty valuations
(our target multiple has been 3.5x 1 yr-fwd ABV for over
seven years). We are constrained to reduce this to 3.0x
for now. With its top-drawer pvt banking franchise is
intact, even if challenged, we believe 1B has the capability
to pull back from this slip. A smooth leadership transition
amidst the stress buildup will help immeasurably. Most
other boxes are ticked. Maintain BUY.
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BUY
INDUSTRY BANKS
CMP (as on 10 Oct 2019) Rs 1,229
Target Price Rs 1,904
Nifty 11,235
Sensex 37,880
KEY STOCK DATA
Bloomberg IIBIN
No. of Shares (mn) 693
MCap (Rs bn) / (S mn) 852/11,987
6m avg traded value (Rs mn) 7,255

STOCK PERFORMANCE (%)

52 Week high / low Rs 1,835/1,188
3M 6M 12M

Absolute (%) (17.4) (29.7) (25.0)

Relative (%) (15.6) (27.8) (33.9)

SHAREHOLDING PATTERN (%)

Junl9 Sepl19

(Rs mn) 2QFY20* 2QFY19 YoY (%) 1QFY20* QoQ (%) FY19 FY20E* FY21E* FY22E*
Net Interest Income 29,095 22,033 32.1% 28,440 2.3% 88,462 117,113 147,405 174,257
PPOP 25,999 19,924 30.5% 25,910 0.3% 80,882| 106,664 129,883 150,241
PAT 13,834 9,203 50.3% 14,325 -3.4% 33,011 52,772 67,282 84,535
EPS (Rs) 20.0 15.3 30.5% 20.7 -3.4% 54.8 74.5 94.9 119.3
ROAE (%) 133 16.5 16.6 18.1
ROAA (%) 1.32 1.73 1.86 1.94
Adj. BVPS (Rs) 400 490 581 688
P/ABV (x) 3.07 2.51 211 1.79
P/E (x) 22.4 16.5 12.9 10.3

Source: Bank, HDFC sec Inst Research. * Post BHAFIN’s merger with 1B, may not be comparable with prior periods.
HDFC securities Institutional Research is also available on Bloomberg HSLB <GO> & Thomson Reuters

Promoters 14.9 13.0
Fls & Local MFs 9.7 15.6
FPIs 46 47.2
Public & Others 29.4 24.2
Pledged Shares - -
Source : BSE
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Note : CCB refers to Corporate &
Commercial Banking
(wholesale), CFD to Consumer
Finance Division (retail)

Core Growth Slows: Adjusted (for CCB loans
reclassified as CFD in 1Q) CFD loans grew ~39% YoY
while CCB loans grew ~9%. Pro forma CFD growth
was 69% and CCB growth was -10%. Core VF loan
growth slowed to ~21% YoY. Except for two-wheelers
(+24%), loan growth slowed across products (VF). PL
(+57/11%) and CC (+32/8%) growth remained robust,
on a small base and in line with systemic trends. LAP
growth was consciously restrained at ~5.5/1.2%, as
expected. Micro loan growth remained muted at ~4%
QoQ as a prolonged monsoon and floods impacted
disbursals.

Further On Current And Expected Stress:

O Both CCB (GNPAs: 3.27%, +3bps QoQ) and CFD
(GNPAs: 1.34%, +9bps QoQ) deteriorated
sequentially. Technical slippages/ upgrades
(~25% of CCB slippages) and higher recoveries
curtailed CCB GNPAs in spite of higher slippages
(2.14% vs. 78bps QoQ and 37bps YoY).

O Microfinance GNPAs increased 33bps QoQ to
94bps as floods in certain geographies impacted
collections. Collections are now back on track
(98-99% efficiency), except where meetings have
been granted.

O Exposure to 3 stressed groups (Media, Diversified
and HFC) declined to 1.1% of advances vs. 1.7% in
1QFY20 and 1.9% in 4QFY19. Scheduled
repayments accounted for most of the reduction.
Mgmt guides for further reduction to ~0.8% in
the near term.

O Exposure to an HFC which has in the news is
0.27% of loans (vs. 0.35% disclosed earlier) and to
the group’s real estate business at 0.45%.
Exposure to the real estate business is expected
to dip to ~0.2% based on scheduled repayments.

INDUSIND BANK : RESULTS REVIEW 2QFY20

O The aforementioned exposure remains standard
and the management expects them to run down
further.

O The 41bps increase in SMA Il was led by a ~Rs
2.6bn NBFC exposure, which is incl. within the
1.1% stressed group exposure.

Provisions Jump: As expected, provisions jumped
71% QoQ (+25% YoY) to ~Rs 7.4bn (i.e. 1.5% ann.). IIB
chose to make accelerated provisions of Rs 3.6bn,
thus utilising the opportunity presented by lower tax
rates to increase coverage (+640bps QoQ to 49.6%).
We estimate LLPs of 1.4% over FY20-22E and PCR of
70% by FY22E (mgt guidance of 60% by FY20E).

Healthy Deposit Growth: At ~23%, deposit growth,
fuelled by ~28% term deposit growth was laudable.
We expected similar trends at peers as well, in
2QFY20. CA de-grew ~4% QoQ (+24% YoY), while SA
was sequentially flat (+13.7% YoY). Consequently, the
CASA ratio dipped ~220/170bps to 41.4%. Retail
deposits grew an impressive ~51% YoY. IIB’s share of
Top 20 depositors (~24% as at Mar-19) remains the
highest amongst its peers. Increasing retailisation of
deposits will be welcome.

Tax Cut Impact: Tax expense dipped ~34% QoQ while
PBT fell ~14%. Consequently the effective tax rate fell
~800bps to 25.7%. As at Mar-19. IIB had a Net DTA of
~Rs 6.7bn as at Mar-19. It should marked down the
DTA, to the necessary extent (also suggested by
commentary) in this qgtr.

Capital Infusion By Promoter: We have built in a
capital infusion of Rs 27bn at Rs 1,709. This is
obviously, book-accretive. This comes after the
promoter’s holding was diluted w
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Five Quarters At A Glance (see next page for comparable quarterly data)

Led by ~21% loan growth and a ~26bps YoY
NIM expansion

Core fee growth at ~21/3%; core fee income
continues to constitute ~3% of average loans

Staff costs dipped ~20% QoQ, while other
opex grew ~20%; accounting reclassification
likely

Includes ~Rs 3.6bn of accelerated provisions

Effective tax rate fell ~800bps QoQ to 25.7%;
1IB made necessary DTA markdowns

TD growth robust at ~28%, as expected for
most banks in 2QFY20; Retail deposits grew
~51% YoY

Adjusted for reclassifications in 1QFY20, CFD
loans grew ~39% YoY while CCB loans grew
~10% YoY

Sequential expansion led by sharp fall in
CoD; further expansion likely

CCB GNPAs: 3.27%, CFD GNPAs: 1.34%
CCB Slippages: 2.14%, CFD Slippages: 2.32%

Rs mn 2QFY19 4QFY19 4QFY19 1QFY20* 2QFY20* YoY Growth QoQ Growth
Net Interest Income 22,033 22,881 22,324 28,440 29,095 32.1% 2.3%
Non-interest Income 13,173 14,689 15,590 16,633 17,267 31.1% 3.8%
Treasury Income 990 2,030 1,400 2,410 2590 161.6% 5%
Operating Income 35,206 37,569 37,914 45,072 31.7% 2.9%
Operating Expenses 15,281 16,400 17,237 19,163 6.3%
Pre Provision Profits (PPOP) 19,924 21,170 20,677 25,910 0.3%
Provisions And Contingencies 5,903 6,067 15,607 4,306
NPA Provisions 2,000 3,060 20,040 3,050
PBT 14,022 15,103 5,070 21,603
Provision for Tax 4,819 5,253 1,469 7,278
PAT 9,203 9,850 3,601 14,325
Balance Sheet items/ratios
Deposits (Rs bn) 1,682 1,757 1,949 2,006
CASA Deposits (%) 43.6 43.6 43.1 43.1
Advances (Rs bn) 1,631 1,732 1,864 1,935
CD Ratio (%) 97.0 98.6 95.7 96.5 .
CAR (%) 14.28 14.19 14.16 15.47 15.77 149 bps
Tier | (%) 13.86 13.78 13.53 15.04 15.34 148 bps
Profitability
Yield On Advances (%) 11.44 11.52 11.25 12.00 12.04 60 bps
Cost Of Deposits (%) 6.54 6.74 6.80 6.86 6.70 16 bps
NIM (%) 3.84 3.83 3.59 4.05 4.10 26 bps
Cost-Income Ratio (%) 43.4 43.7 455 42.5 43.9 52 bps
Tax Rate (%) 34.4 34.8 29.0 33.7 25.7 -866 bps
Asset quality
Gross NPA (Rs bn) 17.81 19.68 39.47 42.0 43.7 145.3%
Net NPA (Rs bn) 7.88 10.29 22.48 23.8 22.0 179.7%
Gross NPAs (%) 1.09 1.13 2.10 2.15 2.19 110 bps
Net NPAs (%) 0.48 0.59 1.21 1.23 1.12 64 bps
Delinquency Ratio (%) 1.07 1.92 8.21 1.53 2.26 119 bps
Restructuring O/s (%) 0.11 0.11 0.09 0.08 0.11 0 bps
Coverage Ratio (%) 55.8 47.7 43.0 43.3 49.6 -619 bps
Change In Estimates
R FY20E FY21E FY22E
smn oid New Change old New Change oid New Change
NIl 119,981 117,113 -2.4% 154,818 147,405 -4.8% 187,127 174,257 -6.9%
PPOP 106,083 106,664 0.5% 131,930 129,883 -1.6% 155,550 150,241 -3.4%
PAT 55,078 52,772 -4.2% 72,199 67,282 -6.8% 90,992 84,535 -7.1%
ABV (Rs) 467.6 489.8 4.7% 565.8 581.2 2.7% 675.5 688.1 1.9%

Source: HDFC sec Inst Research
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Comparable Five Quarters At A Glance (11B + BHAFIN)

Rs mn 2QFY19 4QFY19 4QFY19 1QFY20 2QFY20 YoY Growth QoQ Growth
Net Interest Income 27,587 26,399 24,723 28,440 29,095 5.5% 2.3%
Non Interest Income 13,173 17,269 19,891 16,633 17,267 31.1% 3.8%
Operating Income 40,760 43,668 44,615 45,072 46,362 13.7% 2.9%
Operating Expenses 17,501 18,500 19,644 19,163 20,363 16.4% 6.3%
Pre Provision Profits 23,259 25,168 24,971 25,910 25,999 11.8% 0.3%
Provisions 6,140 6,295 15,823 4,306 7,377 20.2% 71.3%
PBT 17,120 18,872 9,148 21,603 18,622 8.8% -13.8%
Provision for Tax 5,568 6,174 2,466 7,278 4,789 -14.0% -34.2%
PAT 11,552 12,698 6,682 14,325 13,834 19.8% -3.4%
|Loans (Rs bn) 1,739 1,833 1,941 1,935 1,971 13.3% 1.9%|
Deposits (Rs bn) 1,682 1,757 1,949 2,006 2,072 23.2% 3.3%
C/D Ratio (%) 103.4 104.3 99.6 96.5 95.1 (827.2) (134.3)
Borrowings (Rs bn) 505 523 521 498 446 -11.9% -10.5%
Profitability
Yield on Advances (%, Calc.) 12.44 11.91 11.27 11.88 12.18 -26 bps 31 bps
Cost of Funds (%, Calc.) 6.50 6.59 6.64 6.62 6.76 26 bps 13 bps
NIM (%) 4.90 4.46 3.97 434 4.38 -51 bps 4 bps
Cost-Income Ratio (%) 42.9 42.4 44.0 42.5 43.9 98 bps 141 bps
Tax Rate (%) 32,5 32.7 27.0 33.7 25.7 -681 bps -798 bps

Asset quality

Gross NPA (Rs bn) 18.2 20.1 40.1 42.0 43.7 139.8% 4.1%
Net NPA (Rs bn) 8.0 10.4 22.7 23.8 22.0 175.4% -7.5%
Gross NPAs (%) 1.05 1.10 2.06 2.15 2.19 114 bps 4 bps
Net NPAs (%) 0.46 0.57 1.17 1.23 1.12 66 bps -11 bps
Coverage Ratio (%) Calc. 56.11 48.16 43.44 43.32 49.60 -651 bps 628 bps
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1IB’s overall loan growth fell
to ~21% YoY, with a sharp Loan Growth Falls To ~21% YoY Loan Book Mix (%): CFD’s Share Inches Up

slowdown in CCB loan growth

YoY Growth (RHS) mCcB ¢a¢o
2,100 - Rsbn %YOY - 36%

I Advances (Rsbn)

0O/S Microfinance loans were

~Rs 189bn and they grew 1,900 - 34% 3§ 92988 F38 3 3 8
~3.5% QoQ 1,700 - 32% 8
1,500
Floods impacted QoQ 1,300 - 30%
microfinance loan book 1,100 L 28%
growth 900 6%
700 .
PL (+57/11%) and CC 500  24%
(+32/7.5%) were the fastest 300 - 22%

growing segments 100 - 20%
N IN IN IN 00 00 00 00 O O O OO O N N N IN 00 0 60 0 OO oo o oo o O
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Vehicle finance loans grew ELE Ly yLELEL Yy § 8§ 8 8 8 888838 3 & & g
~21% YoY vs. 24% in 1QFY20 UL -y oy e e s s e e s s A
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
Large corporate and small
business loans dipped ~4% CFD Mix: PL & CC Continue To Gain Share CASA Ratio: Falls QoQ
0,
andZAQOQ' ek ECV mUV m3W m2W mCar mEquip. Fin mCC ' LAP mPL  BBG MFI WSA% CA%
_____ 50% -
Avg CCB loan growth was 14% 00 muemEEEEEEE | N | "
~ o | 40% - ERERER I
Large repayments and ~Rs 8% M m e mmemmEEEEEE s R ERE R R 2
30bn of sell downs depressed i "H | EEEEEEEEERE
i 30% S
CCB loan growth 60% lllll......_- 6 s
. Hm EEEN
Mid-corporate loan growth 40% - EERERER il H | 20%
resilient at 24/6% B |
20% - 10%
Retail deposits grew ~51%
YoY,.st_ron_g. evidence_of 1IB’s el B B B B BB EEEBEBEENHI! 0%
retail liability franchise EEEEEQQ;";“’;“’;“’;‘EE 5555383383333 9328 .
S L555555585558 5 G5 5555555558555
NOTE: Across charts, FY20 nos IR I T L B SREYERRIERRATAR
are Not comparable with Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research

prior periods, due to
reclassifications and the
integration of BHAFIN
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We have factored in calc. NIM Jumps QoQ, Led By Fall In CoD C-1 Ratio: Jumps 140bps QoQ
NIMs of ~4.4% over FY20-22E B Yield on Advances Cost of Deposits —#— NIM (RHS) N R
< <
13% - 4.3% ~ o o
o N — L (o] 3 o
Mgt guides for NIMs of 4.25% T 4.1% S T .
o | i 3.9% ~ g
11% ~ o
11B’s NIMs (ex-BHAFIN’s book) 13.7% I 40 o
o < B
are 3.69% vs. 3.61% QoQ and 9% - 1 3:5% ¥ "
. L 0, o~
3.59% in 4QFY19 3:3% S
4 3.1%
' 7% - i 2.9%
NIMs improved ~5bps QoQ, 5 790
. " . (1]
due to a sharp fall in the CoD 5o 5 5o
0 - ———l . (J
(-16bps) while yields SSNNR228232323¢88 e T T T T T T T s R B R S
improved dbps CLELLELEiEEbEl
9838993898989 ¢7 9289392389238 ¢9 <X
Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
1IB’s fee Income break-up
mdlcates.a dlve:rs:fled and Fee Income Mix: Share of Distribution Fees Up QoQ Fee Income As % Of Loans: Stable QoQ
stable mix, denvedfrom W Trade & Remit. Processing fees EFXIncome N
traditional and new-found TPP distribution IB Fee mGeneral fees S
strengths, post BHAFIN: mPSLC
e . 16.0 —+
e Distribution (19%) Rsbn -
) . 140 + m g N
e Retail Loan processing 120 1 _—
0 ’ ]
(15%) 100 -+ -
e Corp FX Fees (10%) 80 Sy =
e Corp trade & remittance 6.0 i I I I I I I
fees (8%) 20 M BR BB 0
* Retail FX Fees (4%) Y amssmnmEEnnEEN
e IB Syndication (8%) -_::::ﬁﬁﬂoﬁoaacﬁ\ag-é- S S S S 8222832322288
e Corp Loan Processing (4%) O o v i U o v S (R A T T
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e IB Structured Finance (3%) L A A ey e e s e e s
Source: Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research

Fee Income grew ~21% YoY,
driven by a 38% rise in loan
processing fees
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Slippages Rise QoQ, Led By CCB Headline Asset Quality: Sequentially Stable
I Gross NPA Net NPA
Both CCB (2.14%) and CFD Gross NPA % (RHS) Net NPA % (RHS)
(2.32%) GNPAs were higher 50.0 + Rsbn - 2.5%
450 -+
QoQ 40.0 L 2.0%
35.0
. 30.0 - 1.5%
~25% of CCB slippages were - 5.0
technical (due to delayed 2 ig.g - 1.0%
renewal of facilities) and 10.0 . 0.5%
upgraded in the qtr 5.0
pg q r T T T T T T T T T T T T T 1 0.0 o 0.0%
~ ~ ~ ~ 0 (o] (o] (o] o] o] o] o] o o N IN N N 00 ©0 0 o0 o0 o0 o0 o0 O
sggggddddddddd sogagdagddaaddy
Exposure to stressed cos was [T T T T T T T T T T T Lo oo oo oo oo oo
~1.1% vs. ~1.67% QoQ (~Rs 938993899339 9¢g 9889938999 8¢9¢8
10.6bn absolute reduction) Source : Bank, HDFC sec Inst Research Source: Bank, HDFC sec Inst Research
Segment-Wise Asset Quality
ccB 4QFY16 1QFY17 2QFY17 3QFY17 4QFY17 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20
The spike in LAP NPAs is due GNPA 0.74% 0.76% 0.73% 0.79% 0.81% 0.98% 1.12% 1.21% 120% 1.23% 1.07% 1.14% 2.72% 3.24% 3.27%
to the reclassification of loans (Skssjges 0.85% 0.70% 0.51% 0.75% 2.87% 2.03% 1.55% 0.75% 2.46% 0.92% 0.37% 1.74% 11.36% 0.78% 2.14%
from CCB to CFD LLP (Ann.)  0.56% 0.48% 0.52% 0.51% 1.17% 0.63% 0.78% 0.40% 0.72% 0.36% 0.25% 0.62% 6.72% 0.26% 0.45%
Significant recoveries from CFD 4QFY16 1QFY17 2QFY17 3QFY17 4QFY17 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20
IL&FS assets pose an upside GNPA 1.08% 1.14% 1.17% 1.16% 1.12% 125% 1.06% 1.10% 1.14% 1.05% 1.13% 1.12% 1.18% 1.25% 1.34%
risk to our estimates (Skssjges 1.90% 1.69% 1.90% 1.63% 1.60% 2.18% 1.72% 2.00% 2.24% 1.77% 2.05% 2.05% 2.52% 2.12% 2.32%

LLP(Ann.) 0.88% 0.85% 0.79% 0.73% 0.62% 0.89% 0.68% 0.88% 0.99% 0.88% 0.91% 0.90% 0.95% 1.08% 0.99%

The management expects

some resolutions on this front Consumer Finance: GNPAs

4QFY16 1QFY17 2QFY17 3QFY17 4QFY17 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20

within FY20.
cv 1.03% 1.01% 1.01% 094% 091% 1.09% 102% 0.96% 1.03% 095% 1.03% 1.10% 1.24% 1.33% 146%
uv 1.22% 129% 1.16% 1.07% 1.11% 1.44% 139% 127% 1.29% 139% 1.34% 133% 131% 1.25%  1.20%
CE 131% 1.40% 1.42% 124% 1.19% 1.07% 098% 1.06% 1.08% 0.88% 0.73% 0.76% 0.71% 0.84%  0.98%
3W/SCVs  0.98% 1.08% 0.97% 0.84% 0.93% 1.34% 1.13% 122% 127% 1.10% 128% 1.32% 140% 1.39%  1.74%
2ws 3.06% 3.19% 3.70% 3.67% 3.59% 3.62% 3.62% 3.86% 3.90% 3.73% 3.96% 3.66% 3.82% 3.63%  3.23%)
Cars 0.52% 0.49% 0.49% 0.74% 0.66% 0.75% 0.67% 0.63% 0.67% 0.70% 0.80% 0.83% 0.80% 0.77%  0.74%
LAP/PL/HL  0.76% 0.90% 0.97% 1.10% 121% 1.44% 0.53% 0.82% 0.90% 0.61% 0.95% 0.67% 0.69% 3.89%  3.86%|
Cards 1.54% 175% 170% 165% 1.35% 1.23% 148% 1.66% 1.63% 178% 1.48% 1.92% 1.87% 2.25%  2.43%
Microfin 0.61%  0.94%|

Source: Bank, HDFC sec Inst Research
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GNPA Movement (CFD +CCB): Slippages Rise QoQ

Rs bn 4QFY16 1QFY17 2QFY17 3QFY17 4QFY17 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20 2QFY20
Opening 6.81 7.77 8.61 8.99 9.71 10,55 12.72 13.46 1499 17.05 17.41 1781 19.68 39.47 42.00
Additions 2.74 2.53 2.61 2.81 6.34 6.08 4.98 4.08 8.6 4.75 4.19 8.06 36.88 7.25 11.02
Reductions 1.78 1.69 2.23 2.09 5.5 3.91 4.24 2.55 6.54 4.39 3.79 6.19 17.09 4.72 9.32
Closing 7.77 8.61 8.99 9.71 1055 12.72 1346 1499 17.05 1741 17.81 19.68 39.47 42.00 43.70
|Slipp. (%) 1.28 1.11 1.08 1.11 2.35 2.12 1.66 1.30 2.52 1.29 1.07 1.92 8.21 1.53 2.26

Higher Provisions Drag RoAAs QoQ While Lower Tax Compensates

N Otherincome . Opex Provision . Tax
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Source: Bank, HDFC sec Inst Research
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Peer Set Comparison

INDUSIND BANK : RESULTS REVIEW 2QFY20

Mcap cMP . TP ABYV (Rs) P/E (x) P/ABV (x) ROAE (%) ROAA (%)
BANK Rating

(Rsbn)  (Rs) (Rs) FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E| FY20E FY21E FY22E
KMB# 3,025 1,585 NEU 1,638 242 283 329| 362 293 238| 532 446 374 155 159 164| 201 205 2.09
ICICIBC # 2,732 424 BUY 510 156 181 214| 186 117 83| 205 174 143 93 135 164 108 148 1.79
AXSB 1,897 673  BUY 986 278 322 376 | 222 138 11.4| 231 200 171 105 138 148| 097 136 1.43
] 852 1,229 BUY 1,904 515 581 688 165 129 103| 239 211 1.79| 165 166 181| 173 1.86 1.94
FB 167 84 BUY 124 65 77 89 9.3 7.1 58 129 109 095| 128 151 161| 1.05 119 1.24
CuB 162 220  BUY 261 68 80 94| 192 167 146| 322 275 235 16 158 155| 1.72 169 1.65
RBL 123 289  NEU 428 173 198 231 159  10.1 77| 167 146 125 9.9 14 16.1| 0.89 118 1.28
DCBB 57 182  BUY 252 100 116 136 125 9.7 78| 1.83 157 134| 136 154 166| 116 126 1.32
KVB 46 58 BUY 89 52 61 67| 12.7 7.2 45| 110 095 0.87 5.6 9.6 146| 050 079 1.11
SBIN # 2,268 254  BUY 416 184 222 261 7.4 4.2 3.0 0.89 072 058 86 135 157| 051 081 0.97
AUBANK 193 639  BUY 795 120 146 181 295 217 164| 531 437 353| 175 188 207| 172 182 1091

Source: Company, HDFC sec Inst Research, # Adjusted for subsidiaries value
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Income Statement Balance Sheet
(Rs mn) FY18 FY19 FY20E FY21E FY22E (Rs mn) FY18 FY19 FY20E FY21E FY22E
Interest Earned 172,807 222,612 284,039 340,740 411,717 SOURCES OF FUNDS
Interest Expended 97,833 134,150 166,926 193,335 237,460 Share Capital 6,002 6,027 7,087 7,087 7,087
Net Interest Income 74,974 88,462 117,113 147,405 174,257 Reserves 232,414 260,833 372,741 429,123 499,963
Other Income 47,501 56,467 69,041 78,759 91,238 Shareholders' Funds 238,416 266,860 379,828 436,210 507,050
Fee Income (CEB) 34,119 40,730 49,621 59,104 71,314 Savings 458,883 544,857 667,449 814,288 993,432
Treasury Income 3,638 1,151 3,750 3,250 2,750 Current 208,410 295,845 332,825 382,749 440,162
Total Income 122,475 144,929 186,154 226,164 265,495 Term Deposit 849,099 1,107,978 1,354,399 1,672,336 2,139,355
Total Operating Exp 55,914 64,047 79,490 96,281 115,255 Total Deposits 1,516,392 1,948,679 2,354,674 2,869,374 3,572,949
Employee Expense 17,807 18,535 22,436 27,166 32,510 Borrowings 382,891 473,211 474,090 512,298 575,236
PPOP 66,561 80,882 106,664 129,883 150,241 Other Liabilities 78,563 89,444 100,348 110,383 121,421
Provisions & Contingencies 11,754 31,077 35,226 38,573 36,259 Total Liabilities 2,216,262 2,778,194 3,308,941 3,928,265 4,776,655
Prov. For NPAs (Incl. Std Prov.) 9,009 27,190 33,139 36,483 33,839
PBT 54,807 49,806 71,438 91,310 113,982 APPLICATION OF FUNDS
Provision for Tax 18,747 16,795 18,666 24,028 29,447 Cash & Bank Balance 132,159 147,834 215,209 228,289 280,207
PAT 36,060 33,011 52,772 67,282 84,535 Investments 500,767 592,662 660,511 744,772 866,704
Source: Bank, HDFC sec Inst Research G-Secs 403,660 486,448 541,575 616,915 732,454
Advances 1,449,537 1,863,935 2,236,940 2,740,252 3,394,301
Fixed Assets 13,388 17,100 19,120 20,076 21,080
Other Assets 120,412 156,663 177,160 194,876 214,363
Total Assets 2,216,262 2,778,194 3,308,941 3,928,265 4,776,655

Source: Bank, HDFC sec Inst Research
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Key Ratios
FY18 FY19 FY20E FY21E FY22E FY18 FY19 FY20E FY21E FY22E

VALUATION RATIOS ASSET QUALITY

EPS (Rs) 60.1 54.8 74.5 94.9 119.3 Gross NPLs (Rs mn) 17,049 39,474 62,491 59,118 53,677
Earnings Growth (%) 25.7 (8.5) 59.9 27.5 256 Net NPLs (Rs mn) 7457 22,483 29352 20978 16,025
BVPS (Rs) 390.9 437.2 531.2 610.8 710.7 Gross NPLs (%) 1.18 212 2.79 2.16 1.58
Adj. BVPS (Rs) 378.5 399.9 489.8 581.2 688.1 Net NPLs (%) 0.51 191 131 0.77 0.47
DPS (Rs) 7.5 7.5 10.1 12.8 16.1 .

ROAA (%) 1.80 137 173 1.86 194 Slippages (%) 2.58% 3.25% 2.95% 2.25% 1.75%
ROAE (%) 165 133 165 16.6 181 Coverage Ratio (%) 56.3 43.0 53.0 64.5 70.1
P/E (x) 205 22.4 16.5 12.9 10.3 Provision/Avg. Loans (%) 0.7 1.6 1.6 1.5 1.1
P/ABV (x) 3.25 3.07 2.51 2.11 1.79 ROAA TREE

P/PPOP (x) 11.1 9.2 8.2 6.7 5.8 Net Interest Income 3.75% 3.54% 3.85% 4.07% 4.00%
Dividend Yield (%) 0.6 0.6 0.8 1.0 13 Non Interest Income 2.37% 2.26% 2.27% 2.18% 2.10%
PROFITABILITY Treasury Income 0.18% 0.05% 0.12% 0.09% 0.06%
Yield On Advances (%) 1062 11.02 1154 1155 1143 oherating Cost 279%  256%  2.61%  2.66%  2.65%
Yield On Investment (%) 7.09 6.73 6.90 6.90 6.90 Provisions 0.59% 1.24% 1.16% 1.07% 0.83%
Cost Of Funds (%) >77 6.21 6.36 6.23 6.31 Provisions for NPAs 0.45%  1.09%  1.09%  1.01%  0.78%
Cost Of Deposits (%) 5.78 6.12 6.00 6.02 6.04

Core Spread (%) 4.83 4.90 5.54 5.53 539 X 0.94%  0.67%  0.61%  0.66%  0.68%
NIM (%) 4.19 3.95 4.29 454 4.43 ROAA 1.80% 1.32% 1.73% 1.86% 1.94%
OPERATING EFFICIENCY Leverage (x) 9.2 10.0 9.5 8.9 9.3
Cost/Avg. Asset Ratio (%) 2.8 2.6 2.6 2.7 2.6 ROAE 16.50% 13.25% 16.49% 16.63%  18.05%
Cost-Income Ratio (Ex. Treasury) 47.1 44.5 43.6 43.2 43.9 Source: Bank, HDFC sec Inst Research

BALANCE SHEET STRUCTURE

Loan Growth (%) 28.2 28.6 20.0 22.5 23.9

Deposit Growth (%) 19.8 28.5 20.8 21.9 24.5

C/D Ratio (%) 95.6 95.7 95.0 95.5 95.0

Equity/Assets (%) 10.8 9.6 11.5 11.1 10.6

Equity/Advances (%) 16.4 143 17.0 15.9 14.9

CASA (%) 44.0 43.1 42.5 41.7 40.1

Capital Adequacy Ratio (CAR, %) 15.0 14.2 16.4 15.6 14.8

W/w Tier | CAR (%) 14.6 13.7 16.0 15.3 14.5
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HDFC securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board : +91-22-6171 7330 www.hdfcsec.com

Date CMP Reco Target
9-Oct-18 1,601 BUY 2,005
15-Oct-18 1,627 BUY 1,954
8-Jan-19 1,558 BUY 1,952
10-Jan-19 1,602 BUY 1,935
9-Apr-19 1,752 BUY 2,009
23-May-19 1,519 BUY 1,964
9-Jul-19 1,476 BUY 1,964
13-Jul-19 1,510 BUY 2,011
9-Jul-19 1,476 BUY 1,964
22-Sep-19 1,420 BUY 2,076
9-Oct-19 1,310 BUY 2,076
11-Oct-19 1,229 BUY 1,904
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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Disclaimer:
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nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before investing. Nothing in this document should be
construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled
or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or
implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned
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investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an offer to sell or a solicitation to buy any
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This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation
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HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or
lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other
deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve
months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or
co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor
Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or
brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022)
2496 5066 Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600
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