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November 8, 2024 

CMP: ₹ 1055    Target: ₹ 1350 (28%)  Target Period: 12 months  

IndusInd Bank (INDBA) 

BUY 

₹ Crore FY21 FY22 FY23 FY24
3 year CAGR
(FY21-FY24)

FY25E FY26E FY27E
3 year CAGR 
(FY24-27E)

NII 13,528 15,001 17,592 20,616 15% 22,135 25,167 28,812 12%

PPP 11,727 13,035 14,419 15,864 11% 15,263 17,125 19,454 7%
PAT 2,836 4,805 7,443 8,977 47% 7,475 9,968 11,046 7%
ABV (₹) 542          596          682          782            856         960         1,069      
P/E 28.8         17.0         11.0         13.0           11.0        8.2          7.4           
P/ABV 1.9            1.8            1.5            1.3              1.2           1.1          1.0           
RoA 0.8            1.3            1.7            1.9              1.4           1.6          1.6           
RoE 7.3            10.5         14.5         15.2           11.3        13.5        13.3        

  
Contingent provisions impacted earnings; guidance maintained  

About the stock: IndusInd Bank is a Hinduja group promoted newer age private 
sector bank and is the fifth largest private bank in India. The bank has full product 
suite with strong moat in vehicle and micro finance business.  

• The bank has a strong presence with pan India branch network of 3040 
branches (3011 ATMs) and a large customer base of ~4.1 crore 

Q2FY25 performance: IndusInd Bank reported weak Q2FY25 results, wherein 
advances rose 13.2% YoY (2.7% QoQ) to ₹ 3,57,159 crore led by a 16% YoY rise in 
corporate loans. Slowdown in MFI segment (12% QoQ de-growth) led to muted NII 
growth at 5.3% YoY (1.1% QoQ decline), causing NIM to contract by 21 bps YoY 
(17bps QoQ) to 4.08%. Absence of PSLC fees, lower treasury and loan processing 
fees as well as higher provisions (including contingent buffer of ₹ 525 crore) declined 
PAT to ₹ 1,331 crore (~40% YoY & QoQ), with RoA falling 70 bps QoQ to ~1%. Asset 
quality deteriorated with GNPA & NNPA rising by 9bps/4bps QOQ to 2.11% & 0.64% 
respectively. Deposit accretion came at 14.7% YoY (3.5% QoQ) to ₹ 4,12,397 crore, 
supported by 16% YoY retail deposit gains, with CASA ratio at 36%. 

Investment Rationale 

• Surge in slippages and contingent provisions impact earnings: Slippages 
surged 17% in Q2FY25 (2.1% annualised) led by stress accretion in MFI and 
credit cards business resulting in 9 bps QoQ increase in GNPA ratio to 2.11% 
and 87% YoY jump in credit cost i.e. 2% of advances (higher than normal run 
rate). Excluding contingent provision of ₹525 crore, credit cost still remains 
elevated at ~131 bps. GNPA in MFI segment rose 138 bps QoQ at 5.16% 
and 20 bps QoQ in credit cards at 3.3%. While management expects credit 
cost to remain in guided range of 110-130 bps for FY25E. However, we have 
factored in credit cost of 140 bps in FY25E before normalizing ahead.   

• Calibration anticipated amid caution on unsecured retail book: IndusInd 
Bank has reported 13% YoY (3% QoQ) growth in advances, despite 16% YoY 
traction in corporate segment, owing to weaker retail segment. Moderation 
in retail book at 11% YoY, was primarily led by de-growth of 5% YoY & 12% 
QoQ in MFI segment. While management remains comfortable on corporate 
segment, caution in retail segment, especially unsecured retail segment 
seems to limit credit off-take run rate. Vehicle segment is anticipated to 
witness uptick due to festival season. Expect bank to report ~14% CAGR in 
advances in FY26-27E. Accretion of liabilities remain healthy at 15% YoY, 
with increase in retail deposits, however, inferior asset-mix impacted 
margins which declined 17 bps QoQ at 4.08%.  

Rating and Target Price  

• While extent of stress formation in unsecured retail book remains watchful, 
healthy PCR at ~70% and contingent buffer at ~43 bps of loans provides 
confidence on ability to absorb asset quality hiccups. Improving retail mix in 
liabilities and relatively higher fixed rate book could aid margins and thus 
support earnings trajectory.  

• Factoring higher slippages and credit cost, we lower our target price to 
₹1350, valuing the stock at 1.3x FY27E BV. Anticipating RoA to recover at 
~1.5% and steady credit growth, we maintain our Buy rating on the stock. 
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Key Risks   

(i) Higher slippages in MFI & credit 
card segments  

(ii) Pace of liabilities accretion 
crucial to maintain CD ratio 
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(in %) Dec-23 Mar-24 Jun-24 Sep-24
Promoter 16.5 16.4 16.4 16.4
FII 42.5 40.3 38.4 34.1
DII 26.2 28.1 29.7 34.6
Others 14.9 15.3 15.5 14.9
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Source: Company, ICICI Direct Research 

Key Financial Summary 
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Result Update | IndusInd Bank 

Concall Highlights and Outlook 

• IndusInd Bank’s Q2FY25 results were characterized by healthy retail 
deposit mobilization, cautious loan growth and significantly diminished 
profitability due to higher provisions. 

• Credit growth rate slowed to 13.2% YoY at ₹ 3,57,159 crore, while 
deposits grew at 15% YoY to ₹ 4,12,397 with focus on retail deposit 
mobilization. 

• NIM saw sequential moderation of 17 bps to 4.08% due to reduction in 
loan yields caused by a slowdown in microfinance segment and higher 
cost of funds along with reduced LDR ratio. 

• Management believes that current RoA contraction to 1% is a transitory 
impact and expects return to a normalized RoA as retail growth 
accelerates. 

• Provisions saw a sharp rise including contingent buffer of ₹ 525 crore, 
of which ₹ 250 crore, could be used for MFI. Management reiterates 
contingent provision is only a prudent measure to fortify the balance 
sheet. 

• Vehicle finance which constitutes 25% of loan book grew by 10% YoY. 
Market share in 2-wheeler and tractor segments declined due to 
seasonality, tighter underwriting.  

• Gross slippages in vehicle finance book rose marginally to 0.77% due to 
lower activity levels during monsoon. Restructured book in vehicle 
finance improved to ₹ 309 crores from ₹ 417 crores QoQ and major part 
of the reduction came from upgrades and recoveries. 

• Management expects vehicle segment to gain momentum in H2FY25 
driven by festival season boost, resumption of extra government capex, 
improvement in overall economic activity and relatively better weather 
conditions. Additionally, the bank is focussed on driving back demand 
for the segment comprising used vehicles less than two years old. 

• Growth in corporate book (16% YoY) was led by granular mid and small 
corporates (both 18% YoY) while large corporates grew by 14% YoY. 

• With focus on collection, MFI portfolio saw de-growth of 5% YoY & 12% 
QoQ & its share in total loan book reduced to 9% vs 11% in Q1FY25. 

• Regulatory framework impacted credit card business fees, specifically 
overlimit charges, late fees and penal charges, resulting in a ₹ 100 - ₹ 
150 crore decline per year. 

• Capital charges also inched up as regulator increased risk weight on 
MFI exposure from 75 bps to 125 bps, resulting in an impact of 78-80 
basis points on CET1 (currently at 15.1%). 

• Key segment-wise gross slippages were as follows - ₹ 692 crore for 
vehicle finance, ₹ 398 crore for MFI, ₹ 118 crore for corporate & ₹ 590 
crores for other retail. Overall gross slippage ratio increased 3 bps YoY 
to 0.52% (non-annualised). 

• The bank experienced stress in microfinance in various geographies 
such as Bihar, Maharashtra, Odisha, and certain parts in the north. 
Management is cautiously optimistic with MFI, expecting improvement 
once disbursements pick up with the festive season. 

• Fee income included large PSLC fees in base quarter (₹ 280 crore QoQ; 
₹ 110 crore YoY) which was absent in Q2FY25, thus reducing other 
income. 

• Credit cost ex-contingent provisions stood at ~131 bps for Q2FY25. 
Management expects credit costs to remain in the broad range of 110-
130 bps for FY25E. 

• Operating expense growth further moderated to 14% YoY vs 20% in 
Q1FY25 and 1% QoQ even after factoring in annual appraisal actions. 

• Management aims to raise LDR ratio to 89-90% to support growth and 
margins. Average LCR stood at 118% in Q2FY25. 

• The bank continued to scale their initiatives for the affluent & NRI 
segment through the launch of PIONEER Private, a curated offering for 
HNIs and ultra-HNIs with over 3 crore net relationship value. 
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Exhibit 1: Variance Analysis 

 

 

  

Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) Comments
NII 5,347 5,077 5.3 5,408 -1.1 Slowdown in high-yielding MFI segment
NIM (%) 4.08 4.29 -21 bps 4.25 -17 bps Higher cost of funds impacted margins
Other Income 2,185 2,282 -4.3 2,442 -10.5 Decline due to lower PSLC & loan processing fees 

Net Total Income 7,532 7,359 2.4 7,849 -4.0
Staff cost 1,505 1,338 12.5 1,438 4.6
Other Operating 
Expenses

2,427 2,112 14.9 2,459 -1.3 CI ratio elevated to 52.21% by 256 bps QoQ

PPP 3,600 3,909 -7.9 3,952 -8.9

Provision 1,820        974 86.9 1,050 73.4 Includes contingent buffer provision of ₹ 525 crore

PBT 1,780 2,935 -39.4 2,902 -38.7
Tax Outgo 448 733 -38.8 731 -38.7
PAT 1,331 2,202 -39.5 2,171 -38.7 Higher provisions impacted earnings momentum

Key Metrics

GNPA 7,639 6,164 23.9 7,127 7.2
Slippages witnessed in unsecured retail segment 
in certain geographies

NNPA 2,282 1,814 25.8 2,095 8.9

Credit book 3,57,159 3,15,454 13.2 3,47,898 2.7
Corporate book increased 16% YoY while MFI saw 
a de-growth 5% YoY

Deposit book 4,12,397 3,59,548 14.7 3,98,513 3.5 CASA ratio fell to 36%
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Financial Summary 

Exhibit 2: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 3: Key ratios          

 
Source: Company, ICICI Direct Research 

 

Exhibit 4: Balance sheet                                                        ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Growth ratios          

 
Source: Company, ICICI Direct Research 

 

 

 

 

 

(Year-end March) FY23 FY24 FY25E FY26E FY27E
Interest Earned 36,368      45,748      51,070      57,917       66,322       
Interest Expended 18,776      25,132      28,934      32,749       37,510       
Net Interest Income 17,592      20,616      22,135      25,167       28,812       

Growth (%) 17.3           17.2           7.4             13.7            14.5            
Non Interest Income 8,173        9,396        10,067      11,090       12,214       
Net Income 25,765      30,012      32,203      36,257       41,025       
Employee cost 4,179        5,374        6,536        7,581          8,740          

Other operating Exp. 7,167        8,774        10,403      11,551       12,831       

Operating Income 14,419      15,864      15,263      17,125       19,454       

Provisions 4,487        3,885        5,362        3,923          4,824          
PBT 9,932        11,979      9,901        13,202       14,630       
Taxes 2,489        3,002        2,426        3,235          3,584          
Net Profit 7,443        8,977        7,475        9,968          11,046       

Growth (%) 54.9           20.6           (16.7)         33.3            10.8            
EPS (₹) 95.9           115.3        96.0           128.1          141.9          

(Year-end March) FY23 FY24 FY25E FY26E FY27E
Valuation

No. of  shares (crore) 77.6           77.8           77.8           77.8            77.8            
EPS (₹) 95.3           115.3        96.0           128.1          141.9          
DPS (₹) 7.3             16.5           10.7           14.3            15.8            
BV (₹) 704.5        807.0        890.7        1,002.3      1,125.9      
ABV (₹) 682.4        781.7        855.9        960.2          1,069.2      
P/E 11.0           13.0           11.0           8.2               7.4               
P/BV 1.5             2.1             1.2             1.1               0.9               
P/ABV 1.5             1.3             1.2             1.1               1.0               
Yields & Margins (%)

Net Interest Margins 4.9             4.8             4.4             4.4               4.4               
Yield on assets 10.1           10.5           10.1           10.2            10.2            
Avg. cost on funds 5.2             6.2             6.2             6.2               6.2               
Yield on average advances 11.3           12.0           11.9           11.9            11.9            
Avg. Cost of Deposits 5.0             6.0             6.0             5.9               6.0               
Quality and Efficiency (%)
Cost to income ratio 44.0           47.1           52.6           52.8            52.6            
Credit/Deposit ratio 86.3           89.3           85.7           86.4            87.1            
GNPA 2.0             1.9             2.2             1.8               1.9               
NNPA 0.6             0.6             0.7             0.7               0.9               
RoE 14.5           15.2           11.3           13.5            13.3            
RoA 1.7             1.9             1.4             1.6               1.6               

(Year-end March) FY23 FY24 FY25E FY26E FY27E
Sources of Funds
Capital 776            778            778            778             778             
Employee Stock Options 44              104            104            104             104             
Reserves and Surplus 54,184      62,326      68,842      77,528       87,150       
Networth 55,005      63,207      69,724      78,409       88,032       
Deposits 3,36,120  3,84,586  4,48,127  5,12,155    5,85,561    
Borrowings 49,011      47,611      48,517      52,411       56,507       
Other Liabilities & Provisions 17,701      19,689      22,478      24,805       27,155       
Total 4,57,837  5,15,094  5,88,846  6,67,780    7,57,256    

Application of Funds
Fixed Assets 2,079        2,324        2,688        3,033          3,447          
Investments 83,076      1,06,486  1,26,327  1,39,090    1,53,146    
Advances 2,89,924  3,43,298  3,84,153  4,42,714    5,10,248    
Other Assets 25,982      26,078      34,585      38,056       41,278       
Cash  with RBI & call money 56,777      36,907      41,094      44,887       49,136       
Total 4,57,837  5,15,094  5,88,846  6,67,780    7,57,256    

(Year-end March) FY23 FY24 FY25E FY26E FY27E
Total assets 13.9           12.5           14.3           13.4            13.4            
Advances 21.3           18.4           11.9           15.2            15.3            
Deposit 14.6           14.4           16.5           14.3            14.3            
Total Income 16.7           16.5           10.9           12.9            13.8            
Net interest income 17.3           17.2           7.4             13.7            14.5            
Operating expenses 21.9           24.7           19.7           12.9            12.7            
Operating profit 10.6           20.6           (3.8)            12.2            13.6            
Net profit 54.9           20.6           (16.7)         33.3            10.8            
Net worth 14.6           14.6           10.4           12.5            12.3            
EPS 54.7           21.0           (16.7)         33.3            10.8            
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RATING RATIONALE 
ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to 
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy, 
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 
defined as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

  
ICICI Direct Research Desk, 
ICICI Securities Limited, 
Third Floor, Brillanto House, 
Road No 13, MIDC, 
Andheri (East) 
Mumbai – 400 093 

 

 research@icicidirect.com  
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ANALYST CERTIFICATION 

I/We, Vishal Narnolia, MBA, Harshvardhan Giri, MMS, Research Analysts Research Analysts, authors and the names subscribed to this report, hereby certify that 
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our 
compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned 
Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an 
officer, director or employee of the companies mentioned in the report. 

Terms & conditions and other disclosures:  

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and 
distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with 
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities 
Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered 
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Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, 
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on 
www.icicibank.com.  

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.  

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. 
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors. 
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Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com 

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our 
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research 
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the 
securities or derivatives of any companies that the analysts cover. 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading 
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may 
visit icicidirect.com to view the Fundamental and Technical Research Reports. 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail 
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of 
the Institutional Research. 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information 
contained herein is strictly confidential and meant 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 prior written consent of ICICI Securities. While we would endeavour to update 
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, 
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended 
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be 
acting in an advisory capacity to this company, or in certain other circumstances.  

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its 
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer 
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, 
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in 
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, 
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes 
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of 
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand 
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements 
are not predictions and may be subject to change without notice.  

ICICI Securities 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.  
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its 
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