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July 08, 2011 B Operating performance in line; robust fee income and business growth:
Indusind Bank (11B) reported Q1FY12 PAT of Rs1.80bn, up by 52.0% YoY and Q9
Abhijit Majumder 4.9% QoQ, marginally ahead of our as well as street expectations. Net Interest [
abhijitmajumder@plindia.com Income (NII) for the quarter grew by 31.9% YoY and marginally by 0.5% QoQ as a
+91-22-66322236 margins contracted by 9bps QoQ to 3.41%. Key positives during the quarter 3
Umang Shah were: 1) robust 44.4% YoY and 13.5% QoQ increase in the core fee income §
umangshah@plindia.com driven by higher FX fees and distribution income during the quarter largely ]
+91-22-66322242 negating the impact of margin contraction 2) higher than industry business :
- growth with advances (mainly on account of strong growth in UV, car and [l
Ra,tmg BUY corporate loans) and deposits growing by 31.4% and 28.8% YoY respectively and t
Price , R288 3) CASA balances growing by 49.3% YoY and 6.6% QoQ resulting into a 1% point 8
Target Price Rs325 . . . .
implied Upside 19.8% QoQ improvement |r-1 CASA ratio to 28.2%. However, strong fee income growth
Sensex 18,858 could not translate into higher bottom line growth on account of 10.8% QoQ

increase in provisioning expenses due to Rs50-60mn provisions made on the

(Prices as on July 08, 2011) credit card portfolio acquired by the bank during the quarter.

Trading data B Gross NPAs inch up QoQ; healthy provision cover maintained: Gross NPAs
Market Cap. (Rs bn) 130.8 during the quarter increased by 16.3% QoQ on account of certain accounts
Shares o/s (m) 455.1 slipping into the NPA category technically. However, the management remains
3M Avg. Daily value (Rs m) 205.8 positive over the asset quality outlook for the bank. Notably, provision coverage

remained steady at 72.9% v/s 72.6% in the previous quarter.

Major shareholders B Outlook: IIB has entered the second phase of its growth cycle and the

Promoters 19.53% management remains focussed on achieving scale with profitability. We believe
Foreign 34.72% the management continues to demonstrate their superior execution capabilities
Domestic Inst. 8.09% and will likely continue to deliver on various operating parameters chalked out
Public & Other 37.66% by them in the second phase of growth. At CMP, the stock trades at 2.6x its
FY13E ABV. We maintain “BUY” with a price target of Rs325.
Key financials ( Y/e March) 2010 2011E 2012E 2013E
Stock Performance Net interest income (Rs m) 8,864 13,765 17,027 22,962
(%) M 6M 12m Growth (%) 93.1 553 23.7 34.9
Absolute 9.4 24.9 3L4  Operating profit (Rs m) 7,039 10,817 14,124 18,895
Relative 6.9 29.1 245 pAT(Rsm) 3,504 5,773 7,375 9,657
EPS (Rs) 8.5 12.7 16.2 21.2
Growth (%) 103.8 48.7 27.7 30.9
Price Performance (RIC: INBK.BO, BB: IIB IN) Net DPS (Rs) 1.8 2.3 2.8 3.3
(Rs) Source: Company Data; PL Research
350 -
300 - T -
250 W Profitability & Valuation 2010 2011E 2012E 2013E
200 - NIM (%)* 2.81 3.52 3.51 3.74
150 - ROAE (%) 17.3 18.5 17.8 20.0
100 -+ RoAA (%) 1.12 1.48 1.52 1.57
58 1 P/BV () 55 36 3.1 26
S 8 3 : : : : P/ ABV (X) 5.6 3.6 3.1 2.6
< a é % a > = PE (x) 33.7 22.7 17.7 135
e 2z 2z =z 7 Net dividend yield (%) 0.6 0.8 1.0 1.1
Source: Bloomberg Source: Company Data; PL Research ~ * Calculated on average assets
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Exhibit 1: Q1FY12 Result Overview (Rs m)

Indusind Bank

Y/e March Q1FY12 Q1FY11 YoY gr. (%) Q4FY11 QoQ gr. (%)
Interest Income 11,646 7,715 50.9 10,488 11.0
Interest Expense 7,746 4,759 62.8 6,608 17.2
Net Interest Income 3,900 2,957 31.9 3,881 0.5
Non-Interest Income 2,154 1,610 33.8 1,816 18.6
Fees & FX 1,871 1,296 44.4 1,649 13.5
Securities / MM Market Trading 278 286 (3.0) 192 44.5
Net total Income 6,054 4,566 32.6 5,697 6.3
Operating Expenses 2,937 2,260 29.9 2,717 8.1
Employee 1,107 890 24.3 1,002 10.5
Other operating expenses 1,830 1,370 33.6 1,715 6.7
Operating profit 3,117 2,306 35.2 2,980 4.6
Core operating profits 2,839 2,020 40.6 2,788 1.8
Provisions 446 487 (8.5) 403 10.8
Profit before tax 2,671 1,819 46.9 2,578 3.6
Tax 870 633 37.3 860 1.1
Tax Rate (%) 32.5 34.8 33.4
Net Profit after tax 1,802 1,186 52.0 1,718 4.9
Asset Quality
Gross NPA's 3,093 2,752 12.4 2,659 16.3
% Gross NPA's 1.08 1.26 1.01
Net NPA's 838 825 1.6 728 15.1
% Net NPA's 0.30 0.38 0.28
Provision Coverage (%) 72.91 70.03 72.61
Capital Adequacy (%)
CAR 15.0 13.7 15.9
Tier 1 11.7 8.7 12.3
Yield Measurement ratios (%)
NIM - reported 3.41 3.32 3.50
NIM - calculated 3.34 3.34 3.56
Balance Sheet Items
Deposits 352,641 273,820 28.8 343,654 2.6
CASA 99,460 66,630 49.3 93,310 6.6
CASA (%) 28.2 24.3 27.2
Advances 283,844 216,080 314 261,657 8.5
Total Assets 478,380 355,050 34.7 456,358 4.8
Source: Company Data, PL Research
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Exhibit 2: Trend in advances and deposit growth

In Q1FY12, advances grew by 31.4% YoY mmmm Advances Deposits —i— Adv. Gr. % yoy (RHS) —#— Dep. Gr. % yoy (RHS)
and 8.5% QoQ on account of strong 400,000 - 40.0%

increase witnessed in the consumer finance
loans. Among segments, car, UV and CV 300,000 H - 30.0%

loans grew faster than others. Meanwhile, T
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Source: Company Data, PL Research

. . Exhibit 3: Trend in yields, costs and margins
Net interest margins for the quarter

declined by 9bps QoQ to 3.41% as a 68bps —A— Yields on advances Cost of deposits ~ —@— NIM (RHS)
QoQ increase in the cost of deposits 16.0% - - 4.0%
outpaced the 62bps QoQ increase in the 14.0%
ield on advances 12.0% 1 - 3.5%
Y ' 10.0% -
8.0% L 3.0%
Notably the increase in the yield on 6.0% -
advances was driven by a 90bps QoQ gg(;ﬁ’ ) - 2.5%
increase in yields on corporate loans while O:O“Aﬁ . . . . . . . . 5 0%

the yields on consumer loans remained

largely flattish in a QoQ basis.

Q1FY10
Q2FY10
Q3FY10
Q4FY10
Q1FY11
Q2FY11
Q3FY11
Q4FY11
Q1FY12

Source: Company Data, PL Research

Exhibit 4: Trend in CASA and term deposits

As evident in the chart alongside, there has

been a consistent increase in the share of B Term deposits  m CASA deposits
CASA deposits on a QoQ basis. In Q1FY12, 100% < < ° = =
: 0 = < ) Q
the CASA deposits grew at a much faster 80% N @ g < ﬁ'
pace by 49.3% YoY and 6.6% QoQ.
60%
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As a result the CASA ratio of the bank 40% = 2 o A «
N~ ~
improved to 28.2% v/s 27.3% in Q4FY11 20% = = ~
and 24.3% during the year ago period. 0%
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Source: Company Data, PL Research
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Exhibit 5: Trend in asset quality

11B’s gross NPAs increased by 16.3% QoQ mmmm [ncr GNPA s Incr NNPA % GNPA (RHS) —e— % NNPA (RHS) |

due to certain accounts turning NPAs 600 - - 1.6%
technically. Notably, provision coverage 400 ~ - ' - 1.4%
remained stable on a sequential basis at 208 T i 1(2)2;0
. . T - 1.0%
72.9% v/s 72.6% in previous quarter. 200 L 0.8%
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Exhibit 6: Trend in loan mix

The loan mix during the quarter remained

largely steady with proportions of the 100% - I l I I I I m Others
0n 4
corporate and consumer loans remaining 0% ) )
. 80% - m Equipment Fin.
largely stable on a QoQ basis. 70%
60% - m Car Loans
During the quarter the bank acquired 50% A = oW
0% -
Rs2.4bn worth credit card portfolio from 40%
30% 1 uvL
Deutsche Bank as a result of which the 20% A . oans
proportion of the consumer loans 10% H CV Loans
increased marginally to 44.7% v/s 44.4% in 0% -
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Source: Company Data, PL Research
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Income Statement (Rs m)

Quarterly Financials (Rs m)

Indusind Bank

Y/e March 2010 2011E 2012E 2013E  Y/e March Q2FY11 Q3FY11l Q4FY11 Q1FY12
Int. Earned from Adv. 21,130 28,346 37,498 46,120 Interest Income 8,541 9,149 10,488 11,646
Int. Earned from Invt. 5,592 7,333 8,814 11,171 Interest Expense 5,244 5,519 6,608 7,746
Others 349 215 141 178 Net Interest Income 3,297 3,630 3,881 3,900
Total Interest Income 27,070 35,894 46,453 57,470  Non Interest Income 1,751 1,960 1,816 2,154
Interest expense 18,206 22,129 29,426 34,508 CEB 1,630 1,719 1,649 1,871
NIl 8,864 13,765 17,027 22,962 Treasury 130 240 192 278
Growth (%) 93.1 55.3 23.7 34.9 Net Total Income 5,049 5,590 5,697 6,054
Treasury Income 1,110 1,000 1,250 1,500 Operating Expenses 2,430 2,678 2,717 2,937
NTNII 4,424 6,137 8,265 10,675 Employee Expenses 954 980 1,002 1,107
Non Interest Income 5,535 7,137 9,515 12,175 Other Expenses 1,476 1,698 1,715 1,830
Total Income 32,605 43,030 55,968 69,645  Operating Profit 2,619 2,912 2,980 3,117
Growth (%) 17.9 32.0 30.1 24.4  Core Operating Profit 2,489 2,672 2,788 2,839
Operating Expense 7,360 10,085 12,418 16,242  Provisions 567 562 403 446
Operating Profit 7,039 10,817 14,124 18,895  Profit before tax 2,051 2,350 2,578 2,671
Growth (%) 91.1 53.7 30.6 33.8 Tax 720 811 860 870
NPA Provisions 1,313 1,906 2,733 3,944  PAT before EO 1,332 1,539 1,718 1,802
Total Provisions 1,711 2,019 3,116 4,481 Extraordinary item — — — —
PBT 5,328 8,798 11,008 14,413 PAT 1,332 1,539 1,718 1,802
Tax Provisions 1,823 3,025 3,633 4,756 Key Ratios
Effective Tax Rate (%) 34.2 344 33.0 330  Y/e March 2010 2011E 2012E 2013E
PAT 3,504 5773 7,375 9,657  CMP (Rs) 288 288 288 288
Growth (%) 1357 64.8 217 30.9  Equity Shrs. Os. (m) 411 455 455 455
Balance Sheet (Rs m) Market Cap (Rs m) 130,840 130,840 130,840 130,843
Y/e March 2010 2011E 2012E 2013E M/Cap to AUM (%) 334 30.6 24.1 19.1
Par Value 10 10 10 10 EPS (Rs) 85 12.7 16.2 21.2
No. of equity shares 411 455 455 455 Book Value (Rs) 53 79 92 110
Equity 4,107 4,551 4,551 4,551 Adj. BV (75%) (Rs) 52 79 92 109
Networth 23,940 38,489 44,374 52,274 P/E (x) 33.7 22.7 17.7 135
Adj. Networth 22,922 37,505 42,867 50,123 P/BV (x) 55 3.6 3.1 2.6
Deposits 267,102 320,522 416,679 533,349 P/ABV (x) 5.6 3.6 3.1 2.6
Growth (%) 20.8 20.0 30.0 28.0 DPS (Rs) 1.8 2.3 2.8 3.3
Low Cost deposits 63,217 84,675 118,411 172,901 Dividend Yield (%) 0.6 0.8 1.0 1.1
% of total deposits 23.7 27.2 28.4 324 Profitability (%)
Total Liabilities 353,695 427,785 543,585 683,930 Y/e March 2010 2011E 2012E 2013E
Net Advances 205,506 260,248 331,407 416,723 NIM 28 35 35 3.7
Growth (%) 30.3 26.6 27.3 25.7 ROAA 11 15 15 16
Investments 104,018 118,593 154,171 197,339 ROAE 173 185 17.8 200
Total Assets 353,695 427,785 543,585 683,930 .. ' ) '
Source: Company Data, PL Research. ' ' ' Efficiency
Y/e March 2010 2011E 2012E 2013E
Cost-Income Ratio (%) 51.1 48.2 46.8 46.2
C-D Ratio (%) 76.9 81.2 79.5 78.1
Business per Emp. (Rs m) 88 80 83 89
Profit per Emp. (Rs m) 7 8 8 9
Business per Branch (Rs m) 2,251 1,873 1,825 1,863
Profit per Branch (Rs m) 17 19 18 19
Asset Quality
Y/e March 2010 2011E 2012E 2013E
Gross NPAs (Rs m) 2,555 2,656 5,024 7,170
Net NPAs (Rs m) 1,018 728 1,507 2,151
Gr. NPAs to Gross Adv. (%) 1.2 1.0 1.5 1.7
Net NPAs to Net Adv. (%) 0.5 0.3 0.5 0.5
NPA Coverage (%) 60.1 72.6 70.0 70.0
Source: Company Data, PL Research. ' ' '
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POWERING YOUR FINANCIAL GROWTH

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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Buy Accumulate  Reduce Sell
PL’s Recommendation Nomenclature
BUY : Over 15% Outperformance to Sensex over 12-months Accumulate :  Outperformance to Sensex over 12-months
Reduce : Underperformance to Sensex over 12-months Sell :  Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month
Not Rated (NR)  : No specific call on the stock Under Review (UR)  : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as
information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not be

considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy
or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information,

statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an

independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or

engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. (“PLI"). This material is for informational
purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information provided herein unless agreed to by
all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside its intended use. Any questions should be directed to
Gerard Visci at DAP at 212.850.8888.




