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Management meeting takeaways

We recently met with management of AXSB. The management continued to guide

towards credit growth of 1.3x the industry growth rate in the medium term. While

NIMs are likely to remain under pressure in HIFY12 (due to impact of priority sector

loans and deposits re-pricing), we do not foresee any material margin erosion. Fee

income would likely grow in line with balance sheet growth. Despite higher exposure to

the infrastructure and power sectors, asset quality is expected to remain stable as
slippages from restructured loans trend down. With ROE at 20%+ over FY12/FY13E,
we do not anticipate any capital requirement (Tier 1: 9.4%) in the medium term.
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Margin stress likely to be limited: The management has guided for healthy NIMs of
~3.25-3.5% in FY 12 despite headwinds from (1) a sharp rise in wholesale deposit rates
in the last couple of quarters, (2) a rise in savings deposit rate, and (3) the bank’s
priority sector loan build-up in Q4FY'11 (typically low-yield), the full impact of which
is likely to be felt in Q1FY12. Mobilisation of CASA deposits remains stable as branch
expansion continues apace (555 branches opened over FY09-11).

Credit growth to remain above-industry: AXSB expects credit growth to remain
at 1.3x the industry growth (25% CAGR over FY11-13E). While incremental
sanctions remain under pressure, the healthy outstanding sanctions book implies
strong disbursements for the next 12-18 months. Retail credit is likely to inch up in a

gradual manner, but we do not foresee any material change in the mix in short term.

Asset quality set to remain stable: While there are apprehensions about the higher
exposure to the infrastructure and power sectors (~14% and 6% of total industry
exposure respectively), asset quality is likely to remain stable in FY12 as slippages are
expected to be in the range of 1.2-1.4%. Management guides for the total slippages of
~Rs 16-18bn in FY12. Further, AXSB currently does not have any exposure to SEBs;
however, the absence of structural reform could hit the entire power chain, in our view.

Reiterate BUY: AXSB is our top pick in the private banking space and is currently
trading at 2.4x FY12E BV. Maintain our target price of Rs 1,675 (3.1x FY12E BV).
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Year End: 31 Mar FY09A FY10A FY11A FY12E FY13E
Net interest income (Rs mn) 36,862 50,045 65,630 80,471 99,286
Net revenues (Rs mn) 65,831 89,503 111,951 137,144 169,056
Pre-provision profits (Rs mn) 37,249 52,406 64,157 77,799 96,253
Adj. PAT (Rs mn) 18,154 25,145 33,885 43,107 52,314
Adj. EPS (Rs) 50.6 62.1 825 105.0 1274
ROE (%) 19.1 19.2 19.3 208 213
ROA (%) 14 15 1.6 1.6 1.6
Gross NPA (%) 11 1.3 11 12 1.1
Net NPA (%) 04 04 0.3 0.3 0.3
Tier | ratio (%) 9.3 11.2 9.4 9.1 8.7
P/BV (x) 35 34 2.8 24 20
P/ABV (x) 36 35 2.8 24 20
P/E (x) 19.6 218 156 123 10.1
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Margins to remain in the range of 3.25-
3.50% while credit to grow at 1.3x the

industry growth rate

Margins and credit growth to remain healthy

The management continues to guide for healthy NIMs of ~3.25-3.5% in FY12 (albeit lower
than Q1FY11/Q4FY11 NIMs of 3.7%/3.5%) despite headwinds from (1) a sharp rise in
wholesale deposit rates in the last couple of quarters, (2) a rise in savings deposit rate, and (3)
the bank’s priority sector loan build-up in Q4FY11 (typically low-yield), the full impact of
which is likely to be felt in Q1FY12.

Credit is expected to remain high at 1.3x of the industry average. While the investments by the
corporate is expected to be low in the current year on account of rise in the costs, management
reiterate its stance of growing its credit book above industry average on account of high
pipeline of undisbursed sanctions. Retail credit is likely to inch up in a gradual manner, but we
do not foresee any material change in the mix over the short term. Mobilisation of CASA
deposits to remains stable as branch expansion continues apace (555 branches opened over
FY09-11).

With average ROE of 21% through FY13E and high capital adequacy of 12.4% (Tier 1 at a
high level of 9.4%), we do not anticipate any capital requirement in the medium term.

Fig 1 - Advances to grow at 25% CAGR over FY11-FY13 Fig 2 - NIMs (calc) likely to remain above 3% over FY11-13
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Fig 3 - Break-up of advances — Mar’11

Source: Company, RCML Research

Fig 4 - Break-up of industry advances — Mar’11
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Fee income to grow in line with the asset growth

Non-interest income is likely to grow in line with the growth in assets, primarily led by growth
in the fee income. Fee income from loan syndication could be lower in the current fiscal;
however, income from distribution is expected to drive the fee income growth as the tie-up
with Max-India is expected to play positively. Further, branch expansion is expected to further
improve the distribution fee income profile of the bank. Management remains confident rolling
out 250 branches in FY12. We do not forsee any stress on the fee income and are factoring in a
24% CAGR in fee income over FY11-FY13.

Fig 5 - Trend in fee income

(Rs mn) Q1FY10 Q2FY10 Q3FY10 Q4FY10 Q1FY11 Q2FY11 Q3FY11 Q4FY11
Fee Income 6,270 7,200 8,010 7,790 7,420 8,490 9,670 12,310
-Large and mid corporate-credit 1,610 1,940 1,930 2,370 2,280 2,980 3,520 4,380
-Treasury 1,290 1,470 1,260 1,200 1,580 1,650 1,620 2,550
-Agri and SME 400 560 620 690 370 480 580 1,000
-Business Banking 890 960 890 780 940 920 950 1,070
-Capital markets 180 130 850 420 200 160 150 190
-Retail Business 1,900 2,140 2,460 2,330 2,050 2,300 2,850 3,120
Trading income 3,261 2,240 1,700 1,030 1,960 1,080 1,350 580
Misc income 59 1,226 181 505 618 762 447 1,614
Total 9,589 10,666 9,891 9,325 9,998 10,332 11,467 14,504

Source: Company, RCML Research

Share of restructured assets declining

Share of restructured assets has been declining with total additional restructuring of Rs 3.0bn
in FY12. Cumulative restructured assets are to the tune of Rs 19bn (1.22% of the gross
customer assets) giving comfort to the loan profile of the bank. Further, asset quality of the
bank has been improving over the last few quarters with management guiding Rs16-18bn
(~1.2-1.4%) of the total slippages in FY12E. The bank has a high exposure to the infrastructure
and power sectors (~14% and 5% of total industry exposure respectively); however, we expect
asset quality to remain stable in the near term as operational projects are performing well.
However, the bank may have to restructure some of its loans in the coming quarters if fuel
availability remains a concern. AXSB does not have any exposure to SEBs; however, the
absence of structural reform could hit the entire power chain, in our view.

Fig 6 - Asset quality improving over the past few quarters

Q3FY10 Q4FY10 Q1FY11 Q2FY11 Q3FY11 Q4FY11
Gross NPA (Rs mn) 11,735 13,180 13,409 13,624 14,829 15,994
Gross NPA (%) 1.2 1.1 1.1 1.1 1.1 1.0
Net NPA (Rs mn) 4,296 4,190 4,134 4,094 3,855 4,104
Net NPA (%) 0.5 0.4 0.4 0.3 0.3 0.3
Provision coverage ratio (%) 63.4 68.2 69.2 70.0 74.0 743
Provision coverage (incl. write-offs, %) 87.8 88.6 76.6 90.5 914 91.1

Source: Company, RCML Research
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Profit and Loss statement

Y/E 31 Mar (Rs mn) FY09A FY10A FY11A FY12E FY13E
Interest income 108,355 116,380 151,548 200,435 253,414
Interest expense (71,493) (66,335) (85,918) (119,964) (154,128)
Net interest income 36,862 50,045 65,630 80,471 99,286
Non-interest income 28,969 39,458 46,321 56,673 69,770
Non-interest income (ex-treasury) 26,084 32,317 42,658 52,473 64,770
Net revenue 65,831 89,503 111,951 137,144 169,056
Operating expenses (28,582) (37,097) (47,794) (59,346) (72,803)
Pre-provisioning profits 37,249 52,406 64,157 77,799 96,253
Provisions & contingencies (9,397) (13,892) (12,800) (13,460) (18,055)
PBT 27,852 38,514 51,357 64,338 78,198
Extraordinaries 0 0 0 0 0
Income tax (9,698) (13,368) (17,472) (21,232) (25,883)
Reported PAT 18,154 25,145 33,885 43,107 52,314
Adj. Net profit 18,154 25,145 33,885 43,107 52,314

Balance sheet

Y/E 31 Mar (Rs mn) FY09A FY10A FY11A FY12E FY13E
Cash in hand & bal with RBI 94,192 94,739 138,862 159,691 172,466
Bal with banks, Money at call 55,977 57,326 75,225 84,252 90,992
Investments 463,304 559,748 719,916 894,729 1,108,017
Advances 815,568 1,043,431 1,424,078 1,794,339 2,224,980
Fixed assets (net) 10,729 12,224 22,731 25,459 28,514
Other assets 37,451 39,011 46,321 53,269 59,662
Total Assets 1,477,220 1,806,479 2,427,134 3,011,739 3,684,631
Equity capital 3,590 4,052 4,105 4,105 4,105
Reserves & surplus 98,546 156,393 185,883 220,368 262,220
Net worth (ex-Pref capital) 102,137 160,444 189,988 224,474 266,325
Preference capital 0 0 0 0 0
Deposits 1,173,741 1,413,002 1,892,378 2,356,011 2,895,537
-CASA deposits 506,437 660,295 777,674 954,184 1,187,170
-Term deposits 667,304 752,707 1,114,704 1,401,826 1,708,367
Borrowings (+sub-ord bonds) 155,199 171,696 262,679 328,509 394,370
Other liabilities & provisions 46,145 61,336 82,089 102,746 128,399
Total Equity & Liabilities 1,477,221 1,806,479 2,427,134 3,011,739 3,684,631

Per share data

YIE 31 Mar (Rs) FY11A FY12E

Reported EPS 50.6 62.1 82.5 105.0 1274
Adjusted EPS 50.6 62.1 82.5 105.0 1274
DPS 8.8 105 12.2 15.7 19.1
Book value 284.5 396.0 462.8 546.8 648.7
Adjusted book value 278.6 389.2 456.2 538.0 639.3

Valuation ratios

Y/E 31 Mar (x) FY11A FY12E

PIE 19.6 218 15.6 123 10.1
P/BV 35 34 28 24 20
P/ABV 3.6 35 28 24 20

siddharth.teli@religare.com 4
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1- yr fwd P/E band

Financial ratios

Price 288 227 YI/E 31 Mar (%) FY09A FY10A FY11A FY12E FY13E
3,504 - 166 104 - Spread analysis
2822 - Yield on advances 10.6 8.6 84 8.8 9.0
' Yield on investments 7.6 6.7 6.9 6.9 6.9
2,141 = Cost of funds 6.2 4.6 4.6 5.0 52
1459 - NIMs 3.0 32 32 3.0 3.0
Operating ratios
778 - Operating cost to income 434 414 427 433 43.1
% Operating expenses/Avg assets 2.2 2.3 2.3 2.2 2.2
Q ‘b S . Proportion of CASA deposits 431 46.7 411 405 41.0
N S N S N N - .
S OO RS SN ORN Non-int inc/Total income 440 441 414 413 413
Credit/Deposit ratio 69.5 738 75.3 76.2 76.8
Investment/Deposit 39.5 39.6 38.0 38.0 38.3
Asset quality and capital
1-yr fwd P/BV band Gross NPA 1.1 1.3 1.1 1.2 1.1
Price 4.9x 3.8x Net NPA 0.4 0.4 0.3 0.3 0.3
3085 o 2B ——1Ix ——06 Coverage ratio 63.6 68.2 743 743 766
’ CAR 13.7 15.8 12.7 13.1 12.7
2,484 4 Tier | ratio 9.3 1.2 9.4 9.1 8.7
1883 - Growth ratios
Net interest income 426 358 3141 226 234
1,283 4 Non-interest income 61.3 36.2 174 23 23.1
682 Non-interest income (Ex-treasury) 65.6 239 32.0 230 234
Pre-provisioning profit 67.3 40.7 224 213 23.7
81 T Net profit 69.5 385 348 272 214
Q»": Q,Q\ @‘" S «k‘) N Assets 348 223 344 241 22.3
T Advances 367 279 365 260 240
Deposits 339 204 339 245 229
Book value 16.1 39.2 16.9 18.2 18.6
EPS growth EPS 68.9 227 330 272 214
(%) Quarterly trend
72 1 Y/E 31 Mar (Rs mn) Q4FY10 Q1FY11 Q2FY11 Q3FY11 Q4FY11
62 Net interest income 14,601 15,138 16,151 17,331 17,010
YoY growth (%) 414 44.8 405 285 16.5
52 QoQ growth (%) 82 3.7 6.7 7.3 (1.9)
Non-interest income 9,335 10,008 10,332 11,477 14,504
42 1 Total income 23,936 25,146 26,483 28,808 31,514
3 4 Total operating expenses (10,098) (10,645) (11,620) (12,224) (13,306)
- Employee expenses (3,338) (4,164) (4,053) (3,962) (3,960)
22 Pre-provision profit 13,838 14,501 14,864 16,585 18,208
FY0O8A FYO9A FY10A FY11E FY12E Provisions (2,019) (3,330) (3,788) (3,139) (2,544)
PBT 11,819 11,171 11,076 13,446 15,664
Income taxes 4,171) (3,752) (3,725) (4,532) (5,463)
PAT 7,649 7,419 7,351 8914 10,201
ROE vs P/BV YoY growth (%) 315 320 38.3 359 334
) —FEy ROER) (%) QoQ growth (%) 16.6 (3.0) (0.9) 21.3 14.4
58 1 - 23
DuPont analysis
1 7 Y/E 31 Mar (%) FY09A FY10A FY11A FY12E FY13E
43 4 L 20 Net interest income/Assets 29 3.0 31 3.0 3.0
. Non-interest income/Assets 23 24 22 2.1 21
3.6 1 19 Operating expense/Assets 22 23 23 22 22
29 e Provisions/Assets 0.7 0.8 0.6 05 0.5
Taxes/Assets 0.8 0.8 0.8 0.8 0.8
21 4 L 16 ROA 14 1.5 1.6 1.6 1.6
FY0SA FYO9A FY10A FY11E FY12E Equity/Assets 74 8.0 8.3 7.6 7.3
ROAE 19.1 19.2 19.3 20.8 213
=== RELIGARE INSTITUTIONAL RESEARCH
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Company profile Shareholding pattern
AXSB is amongst the fastest growing private banks in India and has a (%) Sep-2010 Dec-2010 Mar-2011
countrywide presence through a network of 1,390 branches & extension Promoters 375 374 372
counters and 6,270 ATMs. It is predominantly a corporate-focused bank

. . . Flls 459 456 46.9
with corporate loans forming close to 50% of its total loan book. AXSB has
been rated as the No.1 debt arranger by Prime Data Base for the year ended Banks and Fls 5.5 5.3 5.1
March *08. This, together with a robust CMS, retail business, and third Public 11.0 117 10.8
party product distribution, ensures strong fee income.
Recommendation history Stock performance
Date Event Reco price Tgt price Reco ® By ® Hold ® Sel
24-Aug-10  Sector Report 1,372 1,575 Buy 1748 7
14-0ct10  Results Review 1,564 1,800 Buy 1,572 4
17-Jan-11  Results Review 1,229 1,800 Buy 1,397
28-Mar-11  Company Update 1,384 1,675 Buy 1,221 +
24-Apr-11  Results Review 1,448 1,675 Buy 1,045 T T T 1
30-Jun-11 Company Update 1.290 1.640 Buy Jun-10 Aug-10 Oct-10 Dec-10 Feb-11 Apl'-11 Jun-11

=== RELIGARE INSTITUTIONAL RESEARCH
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Important Global Disclosures

This report was produced by a member company of Religare Capital Markets Limited and its affiliates worldwide (‘RCM”) excluding Religare Capital Market Inc and Religare Capital Market (USA) LLC.

Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this report reflect his or her personal views about all
of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report.

Analysts’ stock ratings are defined as follows:

Recommendation Interpretation

Recommendation Expected absolute returns (%) over 12 months
Buy More than 15%

Hold Between 15% and -5%

Sell Less than -5%

Recommendation structure changed with effect from March 1, 2009

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a 12-month horizon. Our target price
represents the fair value of the stock based upon the analyst's discretion. We note that future price fluctuations could lead to a temporary mismatch between upside/downside for a stock and our
recommendation.

Rating Distribution

As of 1 June 2011, out of 249 rated stocks in the RCM coverage universe, 167 have BUY ratings, 62 are rated HOLD and 20 are rated SELL. During the previous quarter, Religare Capital Markets Plc in the UK
has published 44 independent research notes, 37 of which contained research recommendations, none of which related to corporate broking clients of the firm. The 37 recommendations were broken down into
29 buys, 4 sells, and 4 hold recommendations.

RCM'’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market that may have a material impact on the research views or
opinions stated herein.

RCM's policy is to publish both investment research and marketing communications. Investment research is impartial, independent, clear, fair and not misleading. Marketing communications cannot be seen as
objective and are not prepared in accordance with legal requirements designed to promote the independence of Investment Research. In some instances, RCM may have, or be seeking, a business relationship
with the company which is the subject of the research. For more information on RCM's Conflict of Interest Policy and its use of Independent and Non-Independent research please refer to
http://www.religarecm.com/

Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy of research, client
feedback, competitive factors, and RCM's total revenues, which include revenues from, among other business units, Equities and Investment Banking.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US affiliates of RCM, are not registered/qualified as research analysts
under FINRA/NYSE rules, may not be associated persons of RCM, and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Important Regional Disclosures

United Kingdom: This material has been prepared by Religare Capital Markets in accordance with the legal requirements for producing investment research. Notwithstanding anything to the contrary contained
herein, the following applies where the publication/communication is distributed in and/or into the United Kingdom. This publication/communication is only for distribution and/or is only directed at persons
("permitted recipients") who are (i) persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (the "FPQ") having professional experience in matters
relating to investments or high net worth companies, unincorporated associations etc. falling within Article 49 of the FPO, and (ii) where an unregulated collective investment scheme (an "unregulated CIS") is
the subject of the publication/communication, also persons of a kind to whom the unregulated CIS may lawfully be promoted by a person authorized under the Financial Services and Markets Act 2000
("FSMA") by virtue of Section 238(5) of the FSMA. The investments or services to which this publication/communication relates to are available only to permitted recipients and persons of any other description
should not rely on it. This publication/ communication have been produced to meet the requirement of the Conduct of Business Sourcebook (COBS) 12 under the FSA Rules, please refer to our Conflict of
Interest Policy as mentioned above in connection with Investment Research.

Singapore: This publication/communication is distributed for and on behalf of RCM in Singapore through Religare Capital Markets (Singapore) Pte Limited solely to persons who qualify as "institutional
investors”, "accredited investors” or "expert investors, as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”). Pursuant to regulations 33, 34, 35 and 36 of the
Financial Advisers Regulations (the “FAR”), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to Religare Capital Markets (Singapore) Pte Limited when providing
any financial advisory service to an accredited investor, expert investor or “overseas investor” (as defined in regulation 36 of the FAR). Please contact Religare Capital Markets (Singapore) Pte Limited in
respect of any matters arising from, or in connection with this publication/communication.

Canada: Neither this publication/communication nor any copy hereof may be distributed in Canada or to any individual outside Canada who is a resident of Canada except in compliance with applicable
Canadian securities laws.

India: This publication does not constitute an offer or invitation or solicitation to subscribe for or buy or sell securities. This report is intended for information purpose only to the intended recipient and should
not be reproduced or redistributed to any other person.

Hong Kong: In Hong Kong, this publication/communication must not be sent to anyone other than (1) to “Professional Investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong
and any rules made under that ordinance; or (2) in other circumstances which would not result in this publication/communication being a “Prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong
Kong or which do not constitute an offer to the public within the meaning of that ordinance.

United States: Neither this publication/communication nor any copy hereof may be taken or distributed into the United States.

Dubai: This publication/communication is intended for professional clients only and is not for onward distribution within the United Arab Emirates.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by law or regulation, this publication/communication is only for distribution to professional, institutional or sophisticated investors as
defined in the laws and regulations of such jurisdictions.

Other Research Disclosures

The analyst(s) named in this report may have investments in securities or derivatives of securities of the companies mentioned in this report, and may make investment decisions that are inconsistent with the
recommendations or views expressed in this research.
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,
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