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The Economic Times on September 13, 2009, published a news report that the Institute of Chartered Accountants of India (ICAI) at the 
behest of some borrowers has asked the RBI to carry out a special audit of the NPLs sold by ICICI Bank to the Asset Reconstruction 
Company of India (ARCIL). According to the news report, of a total of INR100bn of home loans sold by ICICI Bank to ARCIL, some 
loans are fraudulent as multiple loans have been lent against the same property. The news report implied that these loans are 
irrecoverable and should not have been sold to ARCIL. 
  
The ICAI, on its website, has denied this news report and clarified that it has not been approached by the central bank or asked for an 
audit. It has further clarified that it did receive some complaints from some chartered accountants, who have been victims of this fraud. 
But ICAI's advice to them is to first approach the bank and sort it out directly with the bank. For more details, refer to:  
http://www.icai.org/resource_file/17164ICAI_denys_news_item.pdf 
  
ICICI Bank has also sent a clarifying email to analysts on September 13, 2009. Here is the most important extract, "The facts are that 
there was a fraud in respect to five loan accounts aggregating to less than INR10mn, which were part of a sale of assets to ARCIL in 
December 2007. The borrowers had obtained loans on the basis of forged documents. This fraud was detected by the Bank itself as 
part of its regular monitoring. A police complaint has been filed and the fraud has also been reported to the RBI." 
   
ICICI Bank has sold gross loans worth INR90bn to ARCIL, according to the company. The net amount of the loans, which is a more 
relevant figure, is INR30bn. Gross housing loans sold to ARCIL account for INR15bn. As such, the figure of housing loans sold to 
ARCIL of INR100bn in the Economic Times news report is incorrect. 
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Investment Conclusion 

The Economic Times published a news report on 
13 September 2009 that the Institute of Chartered 
Accountants of India (ICAI) at the behest of some 
borrowers has asked the RBI to carry out a special 
audit of the NPLs sold by ICICI Bank to ARCIL. 
According to the news report, of a total of 
INR100bn of home loans sold by ICICI to ARCIL, 
some are fraudulent as multiple loans have been 
lent against the same property. Both ICICI Bank 
and ICAI have denied the news report publicly. 
ICAI says it has not asked the RBI for an audit. 
ICICI Bank has clarified that there was a fraud of 
INR10mn (not material) in five home loans, which 
was detected in an internal audit and reported to 
the police. Hence, management says the figure of 
INR100bn in the news report is exaggerated. 

 
Summary 

 Since both ICAI and ICICI Bank have denied the 
news report, we do not expect much of an impact 
on the stock price. ICICI Bank has sold INR15bn 
of home loans to ARCIL. If the entire amount is 
written off, the price target will come down by 
INR22 per share. But given the denials, we do not 
see this worst case materialising. 
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FY Mar  2009A  2010E  2011E  2012E  
Currency INR  Actual  Old  New  Old  New  Old  New  
Adjusted Net Profit  37581.3 43785.7 43785.7 50206.8 50206.8 N/A N/A 
Adjusted EPS  33.8 39.3 39.3 45.1 45.1 N/A N/A 
Adjusted PE Ratio  24.7 21.3 21.3 18.5 18.5 N/A N/A 
BVPS  445.0 458.9 458.9 478.4 478.4 N/A N/A 
P/BV  1.9 1.8 1.8 1.7 1.7 N/A N/A 
ROE  7.8 8.7 8.7 9.6 9.6 N/A N/A 
Dividend Yield  1.3 1.1 1.1 1.1 1.1 N/A N/A 
 

Market Data  
Market Cap (mn)  930482.7  
Shares Outstanding (mn)  1113.3  
Free float (%)  100.0  
Trading Volume  N/A  
Convertible  0  
Share per ADR  2  
 

Financial Summary  
Net Interest Margin  2.5  
Net NPL/Loans  2.0  
PL provisions/Loans  2.0  
Tier 1 ratio  11.8  
 
 
 
 

Reuters ICBK.NS 
Bloomberg ICICIBC IN 
ADR   
 
Performance  1M  3M  12M  

Absolute %  17  11  22  
Rel. Market %  9  6  8  
Rel. Sector %  6  3  -2  
 
52 Week Range  835.70 - 262.90  
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Stock Rating  Target Price 
New: Buy  New: INR 910.00
Old: Buy   Old: INR 910.00

Sector View:  Neutral 
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ICICI Bank has gross NPLs of INR96.9bn in 1Q FY10. Housing loans sold to ARCIL of INR15bn account for 15% of gross NPLs and 
total loans sold to ARCIL of INR90bn account for 93% of total NPLs. In our view, the fair value provision on loans sold to ARCIL is close 
to 70% for corporate loans and around 20% for home loans. 
   
The maximum impact to the price target, if all home loans sold to ARCIL are written off will be INR22 per share, and if all loans sold to 
ARCIL are written off, will be INR49 per share. Given that the ICAI and ICICI Bank have denied the news report, we do not see this 
worst case materialising. Our price target for the stock is INR910, and our current rating is BUY. ICICI Bank stock is among the best 
performers in the Bankex, with the stock price moving up 12% over the past one week, while the Sensex moved up 4% during the same 
period.  
.

Analyst Certification: 
I, Mahrukh Adajania, hereby certify (1) that the views expressed in this Company Note accurately reflect my personal views about any 
or all of the subject securities or issuers referred to in this  Company Note, (2) no part of my compensation was, is or will be directly or 
indirectly related to the specific recommendations or views expressed in this  Company Note and (3) no part of my compensation is tied 
to any specific investment banking transactions performed by Nomura Securities International, Inc., Nomura International plc or any 
other Nomura Group company. 
 
   
 
   
Company Description: 
ICICI Bank is India's largest financial institution by market capitalisation. It was originally set up to provide financing for industrial 
projects. Over the years it has built up a strong retail franchise and is today the market leader in the retail lending segment. The 
company is currently focusing on its international business, which at present is engaged in funding Indian corporates for their overseas 
forays as well as domestic capex. Its life and non-life insurance subsidiaries are market leaders within their respective private sector 
segments. Other subsidiaries include an asset management company, a securities brokerage and a venture capital business. 
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Important Disclosures: 
 

ICICI Bank (ICBK.NS) INR 835.70 (11-Sep-2009) Buy / Neutral 
 

Rating and Price Target Chart:    
 

 

Currency=INR 
Date Closing Price Rating Price Target 
27-Jul-09 757.60  910.00 
27-Jul-09 757.60 Buy  
24-Jun-09 689.35  855.00 
 

Date Closing Price Rating Price Target 
24-Jun-09 689.35 Buy  
15-Mar-09 308.70  295.00 
15-Mar-09 308.70 Neutral  
 

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE PAGE FOLLOWING THE LAST PRICE CHART. 

I, Mahrukh Adajania, research analyst of Nomura Financial Advisory & Securities India Pvt. Ltd.has an interest in the issuer as a 
shareholder.  
 
I, Mahrukh Adajania, and/or my family member, have a financial interest in relation to the listed company referred to in this research 
report. 
 
Mahrukh Adajania beneficially owns 100 shares of ICICI Bank Limited as of the date of this report. 

 

 

Valuation Methodology: We value ICICI Bank's core business at 1.7x P/BV FY11F. We have valued life insurance at 20x one-year 
forward new business profit, asset management at 7% of equity funds and 2% of debt funds, ICICI Ventures at 18x one-year forward 
earnings, general insurance at 10x one-year forward P/E, ICICI Securities at 18x one-year forward P/E and I-Sec PD at 5x one-year 
forward P/E. We have applied a 15% subsidiary discount to arrive at our final consolidated subsidiary value. 

Risks Which May Impede the Achievement of the Price Target: Upside risks to our estimates from faster-than-expected growth: we 
build in 5% loan growth for FY10F and 15% for FY11F. We believe the bank could review its strategy of slow growth in certain 
segments, especially mortgages if there are favourable policy changes, such as tax sops in the budget.   

Downside risks to our earnings estimates: slower-than-expected economic growth, a rapid rise in bond yields owing to rising fiscal 
deficit and increasing global stress that will hurt ICICI's international book, are key downside risks to our estimates. 

Other Material Conflicts: I, Sreekanth Akula, research analyst of Nomura Financial Advisory & Securities India Pvt. Ltd.has an interest 
in the issuer as a shareholder.  

I, Sreekanth Akula, and/or my family member, have a financial interest in relation to the listed company referred to in this research 
report.  

Sreekanth Akula beneficially owns 10 shares and his spouse owns 15 shares of ICICI Bank Limited as of the date of this report. 
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Important Disclosures Continued: 
  
Company Name Ticker Price  Price Date Stock / Sector Rating 
ICICI Bank ICBK.NS INR 835.70 11-Sep-2009 Buy / Neutral 
All share prices mentioned are closing prices unless otherwise stated. 
 
 
ISSUER SPECIFIC REGULATORY DISCLOSURES 
Online availability of research and additional conflict-of-interest disclosures:  

Nomura Japanese Equity Research is available electronically for clients in the US on NOMURA.COM, REUTERS, BLOOMBERG and 
THOMSON ONE ANALYTICS. For clients in Europe, Japan and elsewhere in Asia it is available on NOMURA.COM, REUTERS and 
BLOOMBERG.   

Important disclosures may be accessed through the left hand side of the Nomura Disclosure web page 
http://www.nomura.com/research or requested from Nomura Securities International, Inc., on 1-877-865-5752. If you have any 
difficulties with the website, please email researchportal@nomura.co.uk for technical assistance. 

The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total 
revenues, a portion of which is generated by Investment Banking activities. 

   
Distribution of Ratings: 
Nomura Global Equity Research has 1613 companies under coverage. 
36% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 33% of companies 
with this rating are investment banking clients of the Nomura Group*. 
41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 61% of 
companies with this rating are investment banking clients of the Nomura Group*. 
21% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 6% of 
companies with this rating are investment banking clients of the Nomura Group*. 
As at 30 June 2009. 
 
*The Nomura Group as defined in the Disclaimer section at the end of this report. 
 
Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for ratings 
published from 27 October 2008: 

The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual 
stock. Analysts may also indicate absolute upside to price target defined as (fair value - current price)/current price, subject to limited 
management discretion. In most cases, the fair value will equal the analyst's assessment of the current intrinsic fair value of the stock 
using an appropriate valuation methodology such as discounted cash flow or multiple analysis, etc. 
Stocks: 

• A rating of "1", or “Buy”, indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. 
• A rating of "2", or “Neutral”, indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 
months. 
• A rating of "3", or “Reduce”, indicates that the analyst expects the stock to underperform the Benchmark over the next 12 months. 
• A rating of “RS-Rating Suspended” indicates that the rating and target price have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when Nomura is acting in an advisory capacity in a merger 
or strategic transaction involving the company. 

Benchmarks are as follows: United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe: Please see valuation 
methodologies for explanations of relevant benchmarks for stocks (accessible through the left hand side of the Nomura Disclosure web 
page: http://www.nomura.com/research); Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia. 

Sectors: 

A "Bullish" stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. 
A "Neutral" stance, indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. 
A "Bearish" stance, indicates that the analyst expects the sector to underperform the Benchmark during the next 12 months. 

Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX® 600; Global Emerging Markets (ex-Asia): MSCI 
Emerging Markets ex-Asia. 

Explanation of Nomura’s equity research rating system for Asian companies under coverage ex Japan published from 30 
October 2008 and in Japan from 6 January 2009: 
Stocks: 

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Price Target – Current Price) / 
Current Price, subject to limited management discretion. In most cases, the Price Target will equal the analyst’s 12-month intrinsic 
valuation of the stock, based on an appropriate valuation methodology such as discounted cash flow, multiple analysis, etc. 

• A rating of "1", or "Buy" recommendation indicates that potential upside is 15% or more. 
• A rating of "2", or "Neutral" recommendation indicates that potential upside is less than 15% or downside is less than 5%. 
• A rating of "3", or "Reduce" recommendation indicates that potential downside is 5% or more. 
• A rating of "RS" or "Rating Suspended" indicates that the rating and target price have been suspended temporarily to comply with 
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applicable regulations and/or firm policies in certain circumstances including when Nomura is acting in an advisory capacity in a merger 
or strategic transaction involving the subject company. 
• Stocks labeled as "Not rated" or shown as "No rating" are not in Nomura's regular research coverage. 
Sectors: 

A "Bullish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
positive absolute recommendation. 
A "Neutral" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. 
A "Bearish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
negative absolute recommendation. 

Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 (and ratings in Europe, 
Middle East and Africa, US and Latin America published prior to 27 October 2008): 
Stocks: 

• A rating of "1", or "Strong buy", indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the 
next six months. 
• A rating of "2", or "Buy", indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% 
over the next six months. 
• A rating of "3", or "Neutral", indicates that the analyst expects the stock to either outperform or underperform the Benchmark by less 
than 5% over the next six months. 
• A rating of "4", or "Reduce", indicates that the analyst expects the stock to underperform the Benchmark by 5% or more but less than 
15% over the next six months. 
• A rating of "5", or "Sell", indicates that the analyst expects the stock to underperform the Benchmark by 15% or more over the next six 
months. 
• Stocks labeled "Not rated" or shown as "No rating" are not in Nomura's regular research coverage. Nomura might not publish 
additional research reports concerning this company, and it undertakes no obligation to update the analysis, estimates, projections, 
conclusions or other information contained herein. 
Sectors: 

A "Bullish" stance, indicates that the analyst expects the sector to outperform the Benchmark during the next six months. 
A "Neutral" stance, indicates that the analyst expects the sector to perform in line with the Benchmark during the next six months. 
A "Bearish" stance, indicates that the analyst expects the sector to underperform the Benchmark during the next six months. 
 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe, by 
sector — Hardware/Semiconductors: FTSE W Europe IT Hardware; Telecoms: FTSE W Europe Business Services; Business Services: 
FTSE W Europe; Auto & Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT Hardware; 
Ecology Focus: Bloomberg World Energy Alternate Sources; Global Emerging Markets: MSCI Emerging Markets ex-Asia. 

Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published prior to 30 
October 2008: 
Stocks: 

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price)/Current 
Price, subject to limited management discretion. In most cases, the Fair Value will equal the analyst's assessment of the current intrinsic 
fair value of the stock using an appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if 
the analyst doesn't think the market will revalue the stock over the specified time horizon due to a lack of events or catalysts, then the 
fair value may differ from the intrinsic fair value. In most cases, therefore, our recommendation is an assessment of the difference 
between current market price and our estimate of current intrinsic fair value. Recommendations are set with a 6-12 month horizon 
unless specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or downside based on the 
prevailing market price to differ from the upside or downside implied by the recommendation. 

• A rating of "1", or "Strong buy" recommendation indicates that upside is more than 20%. 
• A rating of "2", or "Buy" recommendation indicates that upside is between 10% and 20%. 
• A rating of "3", or "Neutral" recommendation indicates that upside or downside is less than 10%. 
• A rating of "4", or "Reduce" recommendation indicates that downside is between 10% and 20%. 
• A rating of "5", or "Sell" recommendation indicates that downside is more than 20%. 

Sectors: 

A "Bullish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
positive absolute recommendation. 
A "Neutral" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. 
A "Bearish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
negative absolute recommendation. 

Price targets 

Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any price target may 
be impeded by general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur 
if the company's earnings differ from estimates. 
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1 herein and, if applicable, with the contributions of one or more Nomura entities whose employees and their respective affiliations are 
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