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Momentum on loan growth is expected to pickup
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Stock Performance (%) 1m 6m 12m

IndusInd Bank 6.7 15.6 59.9

Nifty 50 5.3 9.1 20.9

IndusInd Bank (IIB) has posted profit growth of 32.5% YoY/4.1% QoQ to
INR 21.2 cr. Increase in PAT was primarily due to better income growth
and decline in provision. NII for the quarter increased by 18% YoY/4.2%
QoQ to INR 48.67 bn, driven by uptick in loan book growth at 21% YoY
and stable margins. Operating profit for the quarter grew by 13% YoY/2%
QoQ to INR 38.3 bn. Other income grew by 15% YoY/2.8% QoQ to INR
22.1 bn, led by core fee income growth of 19% YoY/2% QoQ. Bank has
used INR 16.28 bn of contingent provision during the quarter. %GNPA
improved marginally by 4bps QoQ at 1.94% (down 41 bps YoY) and %NPA
came at 0.58% QoQ (down 9 bps YoY).

Loan book growth was strong: IIB’s loan book grew strongly by 21.5%
YoY/4% QoQ, driven by corporate credit growth of 22% YoY/4% QoQ and
21% YoY/4% QoQ growth in vehicle loan segment. Corporate credit
growth was higher as it was led bygr owth in small corporates with small
corporates growing by 10% quarter on quarter. Retail portfolio of the
bank has increased by 27% YoY, driven by vehicle finance, business
banking and credit card segment. The restructured book in vehicle
finance reduced to INR 11.82 bn. Liability profile of the bank continued to
witness a good traction with total deposit growth of 13% YoY/3.2% QoQ,
driven by CASA deposit growth of 6% YoY. CASA ratio of the bank declined
by 300 bps at 40%.

Asset quality improved marginally: Overall asset quality improved by 4
bps QoQ and by 41 bps YoY. Fresh slippage of the bank declined from INR
13.39 bn to INR 13.33 bn on a QoQ basis. Recoveries /upgrades and
write-offs for the quarter was at INR 59.41 bn vs. INR 58.26cr QoQ.
Management has given a credit cost guidance of 110-130 bps for FY24.

OPEX growth driven by increasing EE base: Opex during the quarter
increased by 22% YoY, 6% QoQ at INR 32.5 bn led by increasing employee
base. Bank had added 30 new branches during the quarter and is
expected to add 250 – 300 more branches during the quarter. This is will
lead to increasing Opex during the FY24.

Valuation & View; Maintain Buy: IIB has reported in line performance on
most of the counts with a stable business growth. Quarter 1 is generally
weak for banks owing to seasonal factors. But, irrespective of this,
IndusInd bank has been able to improve their asset quality. Going
forward, momentum on loan growth is expected to pick up, their Vehicle
loan book and MFI book are expected to grow. This will help them
improve their NIMs. Further, the cost of deposits is also expected to
reduce, owing to the interest rate stabilization. We believe loan growth of
the bank to remain strong with focus remain on building granular liability
profile. We maintain our positive view and Buy rating on the stock with a
target price of INR 1,691, based on 2.5x FY25E ABV.
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IndusInd Bank Nifty 50

Particulars (INR bn) FY21 FY22 FY23 FY24E FY25E 
NII 135.3 150.0 175.9 202.4 251.3 
PPOP 117.3 128.4 143.5 168.7 215.1 
PAT 28.4 46.1 73.9 96.1 133.9 

EPS (INR / Share) 36.7 59.5 95.2 123.9 172.6

BVPS (INR / Share) 560.7 615.5 703.4 703.4 703.4
NIM (%) 4.4% 4.2% 4.4% 4.5% 4.8%
RoA (%) 0.8% 1.1% 1.6% 1.8% 2.2%
RoE (%) 6.5% 9.7% 13.5% 17.6% 24.5%

P/ABV (x) 2.5 2.3 2.0 2.0 2.1
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Source: Arihant Research, Company Filings

Q1FY24 - Quarterly Performance (Standalone) (in INR bn)

Income Statement Q1FY24 Q4FY23 Q1FY22 Q-o-Q Y-o-Y

Interest Income 107.3 100.2 75.7 7.1% 31.1%

Interest Expense 58.6 53.5 40.1 9.6% 44.5%

Net Interest Income 48.7 46.7 35.6 4.2% 18.0%

Non Interest Income 22.1 21.5 17.8 2.8% 14.6%

Total Income 70.8 68.2 53.4 3.8% 16.9%

Employee Costs 8.6 8.4 6.1 3.2% 30.7%

Other Operating Expenses 23.8 22.3 16.1 6.9% 19.2%

Operating Expenses 32.5 30.7 22.1 5.9% 22.0%

Pre-Provision Profit 38.3 37.5 31.3 2.1% 12.9%

Provisions 9.9 10.3 18.4 -3.7% -20.7%

Profit Before Tax 28.4 27.2 12.9 4.3% 32.5%

Tax Expense 7.1 6.8 3.1 4.8% 32.5%

Net Profit 21.2 20.4 9.7 4.1% 32.5%

Balance Sheet Analysis

Deposits 3,470.5 3,364.4 2,672.3 3.2% 14.6%

CASA Deposits 1,384.4 1,347.3 1,123.5 2.8% 6.1%

CASA (%) 40.0% 43.0% 42.0% -300bps -300bps

Advances 3,013.2 2,899.2 2,107.3 3.9% 21.5%

Total Assets 4,669.5 4,578.0 3,730.0 2.0% 13.9%

Capital Adequacy Ratio (%) 18.40% 17.86% 17.57% 54bps 26bps

Spread Analysis

Yield on Avg Advances (%) 12.0% 11.8% 11.7% 15bps 92bps

Yield on Avg Interest Earning Assets (%) 9.6% 9.5% 8.8% 10bps 100bps

Cost of Funds (%) 5.31% 5.65% 6.4% -34bps 58bps

NIM (%) 4.3% 4.4% 4.1% -14bps -4bps

Asset Quality

Gross NPA 59.4 58.3 61.9 2.0% 0.1%

Net NPA 17.5 17.1 17.6 1.9% 5.2%

GNPA (%) 1.94% 1.98% 2.88% -4bps -41bps

NNPA (%) 1.58% 0.59% 0.84% 99bps 91bps

PCR (%) 71.0% 70.6% 71.6% 43bps -100bps

Key Ratios

Cost to Income Ratio (%) 45.9% 45.0% 41.4% 91bps 194bps

C/D Ratio (%) 86.8% 86.2% 78.9% 65bps 491bps

RoA (%) (Annualised) 1.90% 1.90% 1.17% 0bps 20bps
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Q1FY24 – Key Concall Highlights

Asset Quality
- The bank had reported a gross slippage of INR 13.76 bn v/s INR
16.03 bn in last quarter (down 14.16% QoQ).
- Out of total slippages, INR 12.44 bn (remained stable as compared
to last quarter) was from standard book and INR 1.32 bn (v/s INR
3.59 bn in last quarter) was from the restructured book.
- Credit Cost reduced from 36 bps to 33 bps QoQ.
- Their restructured book reduced by INR 0.75 bn from 0.84% in
Q4FY23 to 0.66% in current quarter.

Vehicle Finance
- Vehicle finance loan book during the quarter is at INR 783.32 bn as
compared to INR 752.43 bn in previous quarter (up 4% QoQ, 21%
YoY).
- Disbursement in this segment came at INR 119.01 bn vs INR 125.16
bn in Q4FY23 (-5% QoQ, +18% YoY).
- The bank has maintained share across all vehicle categories.
- The restructured book in this segment reduced from 14.75bn to
INR 11.82bn QoQ.
- The disbursement growth has shown strong disbursement during
last 2 years. The current quarter has been seasonally weak and is
expected to improve going forward.

MFI
- The microfinance loan book stood at INR 319.81 (up 9% YoY, down
1% QoQ).
- It constitutes 11% of the total advances.
- MFI standard book collection efficiency was at 99.2%.
- It has been a seasonally weak quarter for MFI book and is expected
to get better in the coming Quarter.

Corporate
- Majority of the corporate loan book is floating rate in nature and
the bank was able to pass on increased rates to the customer due to
reset of yield in the corporate book.
- Corporate loan book stood at INR 1394.37 bn (up 4% QoQ, 22%
YoY).
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Key Financials

Source: Arihant Research, Company Filings.

Profit & Loss Statement (INR Crores) FY21 FY22 FY23 FY24E FY25E

Interest Income 29,000 30,822 36,368 39,755 43,481

Interest Expense 15,472 15,822 18,776 19,513 18,354

Net Interest Income 13,528 15,001 17,592 20,241 25,127

Non interest income 6,559 7,397 8,166 9,065 10,062

Operating income 20,087 22,398 25,758 29,306 35,189

- Employee expense 2,214 2,488 3,031 3,303 3,601

- Other operating expense 6,146 7,071 8,381 9,136 10,082

Operating Expense 8,360 9,559 11,412 12,439 13,683

PPOP 11,727 12,839 14,346 16,867 21,506

Provisions 7,943 6,665 4,487 4,038 3,634

PBT 3,784 6,174 9,860 12,829 17,872

Tax Expense 948 1,563 2,470 3,214 4,477

PAT 2,836 4,611 7,390 9,615 13,395

Diluted EPS (INR) 36.7 59.5 95.2 123.9 172.6

Balance Sheet (INR Crores) FY21 FY22 FY23 FY24E FY25E

Source of Funds

Share capital 773 775 776 776 776

Reserves & Surplus 42,587 46,906 53,801 53,801 53,801

Networth 43,360 47,681 54,577 54,577 54,577

ESOP 5 16 44 16 16

Borrowings 51,323 47,323 49,011 54,893 61,480

Deposits 2,56,205 2,93,681 3,36,438 3,90,268 4,56,614

Other liabilities & provisions 12,080 13,273 17,733 21,280 25,536

Total Equity & Liabilities 3,62,973 4,01,975 4,57,804 5,21,034 5,98,222

Uses of Funds

Cash & bank balance 56,327 1,16,236 1,03,926 79,825 85,162

Investments 69,695 70,971 83,116 99,739 1,19,687

Loans & advances 2,09,595 2,39,052 2,89,924 3,45,009 4,17,461

Fixed assets 1,809 1,849 1,993 2,292 2,635

Other assets 22,546 -26,133 -21,155 -5,832 -26,724

Total Assets 3,59,973 4,01,975 4,57,804 5,21,034 5,98,222
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Source: Arihant Research, Company Filings, 

Key Ratio FY21 FY22 FY23 FY24E FY25E

Growth Rates

Advances (%) 1.4% 14.1% 21.3% 19.0% 21.0%

Deposits (%) 26.8% 14.6% 14.6% 16.0% 17.0%

Total assets (%) 17.2% 11.7% 13.9% 13.8% 14.8%

NII (%) 12.2% 10.9% 17.3% 15.1% 24.1%

Pre-provisioning profit (%) 8.9% 9.5% 11.7% 17.6% 27.5%

PAT (%) -35.8% 62.6% 60.3% 30.1% 39.3%

B/S Ratios

Credit/Deposit (%) 81.8% 81.4% 86.2% 88.4% 91.4%

CASA (%) 41.8% 42.8% 43.6% 44.5% 45.2%

Advances/Total assets (%) 58.2% 59.5% 63.3% 66.2% 69.8%

Leverage - Total Assets to Equity 8.3 8.4 8.4 9.5 11.0

Operating efficiency

Cost/income (%) 41.6% 42.7% 44.3% 42.4% 38.9%

Opex/total assets (%) 2.6% 2.7% 2.6% 2.4% 2.3%

Opex/total interest earning assets 2.9% 3.1% 3.1% 2.8% 2.6%

Profitability

NIM (%) 4.4% 4.2% 4.4% 4.5% 4.8%

RoA (%) 0.8% 1.1% 1.6% 1.8% 2.2%

RoE (%) 6.5% 9.7% 13.5% 17.6% 24.5%

Asset Quality

Gross NPA (%) 2.7% 2.3% 2.0% 1.7% 1.7%

Net NPA (%) 0.7% 0.6% 0.6% 0.5% 0.5%

PCR (%) 74.2% 70.0% 70.0% 70.0% 70.0%

Slippage (%) 2.2% 1.6% 1.0% 1.0% 1.0%

Credit cost (%) 3.8% 3.0% 1.7% 1.3% 1.0%

Per Share Data / Valuation

EPS (INR) 36.7 59.5 95.2 123.9 172.6

BVPS (INR) 560.7 615.5 703.4 703.4 703.4

ABVPS (INR) 544.1 591.1 681.5 680.0 676.4

P/E (x) 37.8 23.3 14.6 11.2 8.0

P/BV (x) 2.5 2.3 2.0 2.0 2.0

P/ABV (x) 2.5 2.3 2.0 2.0 2.1
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