Result Update
25"0ct 2021

Strong Performance; Maintain Buy

ICICI Bank (ICICIBC) Q2FY22 earnings performance was strong, led by robust loan growth,
improved NIM, and moderating credit costs, outperforming peers on most fronts. Loan book
grew 17.2% YoY with 19% YoY in Retail book. CASA stood at ~44%. NIM stood at 4%, up 43
bps/ 11 bps YoY/QoQ. Core PPOP was up 23.3%/10.6 YoY/QoQ to Rs 95.2 Bn. Asset quality
improved with G/NNPA at 4.8%/1% (down 33bps/17bps QoQ) while the restructuring pool was
at 1.3% of loans. PCR further improved to ~80%. PAT was up 29.6%/19.4% YoY/QoQ to Rs
55.1 Bn.

The management highlighted that proportion of overdue across asset classes have reduced in
Q2FY?22 and stand near Mar'21 levels. The restructuring pool is better than peers like HDFC
Bank. It continues to focus on growth in core operating profit in a risk-calibrated manner
through the focused pursuit of target market segments.

Higher loan growth, improving core operating profits and asset quality trends, strong provision
buffer coupled with stable deposit franchise will help ROAE/ROAA expansion over FY22-24E
for the bank. We maintain a BUY on the stock with a revised target price of Rs 975 (SOTP
basis core book at 2.8x FY24E and Rs 182 Subs. Value).

Key Result Highlights

e NIl was up 24.8/6.9% YoY/QoQ to Rs 116.9 Bn led by strong loan growth and NIM
improvement (4% vs. 3.89%/3.57% QoQ/YoY). Loan growth was up 17.2%/3.6%
YoY/QoQ. Domestic loan book was up 19% YoY w/w Retail grew 20%/5% YoY/QoQ.
Business banking was up 43%/12% YoY/QoQ while wholesale banking was up 14% YoY.

e Deposits grew 17.3%/5.5% YoY/QoQ. Avg CA/SA deposits grew 36%/25% YoY/QoQ
while term deposits grew 12% YoY. Avg CASA stood at ~44% vs 43.7% QoQ.

e Non-interest income was up 19.1%/20.1% YoY/QoQ to Rs 47.9 Bn. Fee income witnessed
good traction up 21%/18% YoY/QoQ to Rs 38.1 Bn.

e C-l ratio was managed well at 39.9% vs 40.4%/38.3% QoQ/YoY. PPOP was up
20%/11.5% YoY/QoQ to Rs 99.1 Bn. Core PPOP was 23.3%/10.6% YoY/QoQ to Rs 95.2
Bn.

e Provisions were down 9.4%/4.8% YoY/QoQ to Rs 27.1 Bn. Credit costs have come down
to ~1.4% from 1.5%/1.8% QoQ/YoY. G/NNPA ratio improved by 33/17bps YoY/QoQ to
4.82%/0.99% from 5.15/1.16% QoQ. Slippages moderated to Rs Rs 55.8 Bn (ratio ~3.2%
vs 4.2% QoQ). The coverage ratio improved to 80.3% from 78.4% QoQ.Restructured loans
stood at ~1.3% of loans at Rs 96.8 Bn (vs Rs 48.6 Bn QoQ).

e PAT was up 29.6%/19.4% YoY/QoQ to Rs 55.1 Bn.

Key Concall Takeaways

Asset quality

e Gross slippages moderated to Rs 55.8 Bn (3.2% ann. vs 4.2% in Q1FY22. Net additions
were however lower (0.1% ann.) leading to a drop in G/NNPAs to 4.82%/0.99% (down
33/17bps QoQ) 19bps QoQ).

e Restructuring has inched up to 1.3% of loans (vs 0.7% in Q122). Management indicated
that < 2% of restructuring 1.0 pool slipped during Q2FY22. Almost 70% of the overall
restructuring pool is from the retail and business banking segment of which 95% is secured
and the bank holds provisions of Rs 19.5 Bn on this pool.

Key Financials (Standalone)

ICICI Bank
Banking

Buy

Target Price

975

(CMP as ofOct 22, 2021)

CMP (Rs) 759

Upside /Downside (%) 28%

High/Low (Rs) 759/388

Market cap (Cr) 5,26,497

Avg. daily vol. (6m) Shrs. 68,70,140

No. of shares (Cr) 692.59
Shareholding (%)

Sep-21 Jun-21 Mar-21

Promoter 0.0 0.0 0.0

Flls 47.3 48.0 47.8

MFs / UTI 27.8 26.9 26.7

Banks / Fls 12.5 12.6 12.9

Others 12.4 12.5 12.6
Financial & Valuations

Y/E Mar (Rs. bn) 2022E 2023E 2024E
NIl 467 537 660
PPOP 405 469 577
Net Profit 207 261 332
EPS (Rs.) 29.8 37.7 48.0
ABV 206.0 237.3 278.3
P/ABV 3.0 2.2 1.9
ROAA 1.6 1.7 1.8
NNPA (%) 12 12 11
Change in Estimates (%)

Y/E Mar FY22E FY23E
NIl 25 2.8
PPOP 18 11
PAT 2.4 1.4
Axis vs Consensus

EPS Estimates 2022E 2023E 2024E

Axis 29.8 37.7 48.0

Consensus 30.6 37.5 44.7

Mean Consensus TP (12M) 813.0
ESG disclosure Score**

Environmental Disclosure Score 27.7

Social Disclosure Score 31.7

Governance Disclosure Score 51.8

Total ESG Disclosure Score 34.7

(RsBn) FY21 FY22E FY23E FY24E
NIl 389.9 466.8 536.8 659.7
PPOP 364.0 405.0 469.5 577.0
Net Profit 161.9 206.6 261.1 332.2
EPS (Rs) 23.4 29.8 37.7 48.0
ABV 181.3 206.0 237.3 278.3
Core P/IABV 35 3.0 2.2 1.9
ROAA 1.4 1.6 1.7 1.8
NNPA (%) 1.2 1.2 1.2 1.1

Source: Company, Axis Research

Source: Bloomberg, Scale: 0.1-100

**Note: This score measures the amount of ESG data a company reports publicly
and does not measure the company's performance on any data point. All scores
are based on 2020 disclosures
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Key Concall Takeaways (Cont..)

. Management highlighted that proportion of overdues across portfolios for most products viz. retail, SME and business banking
have reduced in Q2FY22 and stand near Mar'21 levels while less than 1% of performing corporate portfolio is overdue as of

Sep’21. ICICIB’s Covid-19 related provision buffer continues to be robust at Rs 64bn (~0.8% of loans).
Loan Book

. Loan growth of 17.2% YoY was led by higher growth in mortgages, SME/Business banking/ Unsecured. Domestic advances grew
19% /4% YoY/QoQ. Across segments, SME &Business Banking saw strong growth at 43% YoY/ 12% QoQ, reflecting ramp-up of
recent initiatives in this segment Among others, higher growth was seen in credit cards, mortgages and personal loans. In retail
book; Personal loan & Credit card segment (14% of the retail book) grew at 8.7% sequentially. 85% of the unsecured retail book
customers are salaried. Home loan (51% of the retail book) grew by 6.1% QoQ where Vehicle loan (12% of the retail book) grew
by 1.8% QoQ. Management expects growth to be driven further going ahead aided by festive season demand

e Inthe corporate book, while private Capex has yet to pick up, PSU Capex has seen expansion.
Deposits

e  CASA growth of 24% YoY and a higher CASA ratio of 46% lowered funding cost and aided NIMs. We expect this to support NIM
aiding growth for the bank.

Operational

e  NIMs improved to 4.0% (+11bps QoQ) driven by limited asset quality impact and low CoF.
e  Opex growth was elevated at +28% YoY due to ESOP impact of Rs 1.25bn and higher other Opex driven by retail businesses and
technology-related expenses. Management focus is on maintaining risk calibrated profit across segments and costs will be a

function of this.
Digital

e The bank has seen a significant increase in adoption of its mobile banking app, iMobile Pay with ~ 1.5 Mn from nonICICIBC
account holders in Q2FY22 taking the total activations to 4 million as of Sep '21. The bank is seeing a rapid rise in payment
transactions through the repeated use of features such as ‘Pay to Contact’ and ‘Scan to Pay’.

. The financial transactions on its digital platform for businesses, InstaBlZ, and its supply chain platforms have grown steadily in the
past few quarters. The value of financial transactions on InstaBIZ grew by about 80% year-on-year in Q22022. The bank has
onboarded about 200 corporate customers on supply chain platforms. The value of transactions through these platforms increased
4.7x YoY in Q2FY22.

e About 32% of mortgage sanctions and 40% of personal loan disbursements, by volume, were end-to-end digital in HLFY22. About
95% of the overdraft facilities set up for business banking current account customers were end-to-end digital in H1FY22. 40% of

asset and liability accounts opened during the quarter were through digital channels.

Change in Estimates (Rs Cr)

Revised Old %Change
FY22E FY23E FY22E FY23E FY22E FY23E
NII 466.8 536.8 455.5 522.4 2.5 2.8
PPOP 405.0 469.5 398.0 464.4 1.8 1.1
PAT 206.6 261.1 201.8 257.6 2.4 1.4
EPS 29.8 37.7 29.2 37.2 2.2 1.3

Source: Company, Axis Securities



Valuation & Outlook

Loan growth has strengthened with visible outperformance among peers. Slippages and restructuring levels are manageable and indicate a
better asset quality going forward with adequate provisioning buffers in place.ICICIBC has been able to garner market share in most of its
segments alongwith improvement in the margins. Higher loan growth, improving operating profits, strong provision buffer coupled with a
strong deposit franchise will help ROAE/ROAAexpansion over FY22-24E.We believe valuations are competitive for the stock, given strong
liability franchise and leveraging opportunities across group products.We have revised our EPS estimates by ~2/1% for FY22/FY23E and
introduced FY24E. We believe with the continued outperformance on loan growth, NIMs and asset quality, re-rating of the bank is on track.

We maintain BUY on the stock witha revised target price of Rs 975 (SOTP basis core book at 2.8x FY24E and Rs 182 Subsidiary

Value).

SOTP Valuation
ICICI Bank SOTP
ICICI Bank Parent

ICICI Pru Life

ICICI Lombard

ICICI AMC

ICICI UK

ICICI Canada

ICICI Housing Finance
ICICI Sec

Others

Total Val of Sub.
Less: 20% holding discount
Net Value of Sub.
Total Value

Source: Company, Axis Securities

Per Share
792

64
44
49.8
7.8
10.2
9.0
20.0
23
227
45
182

975

2.8x FY24E ABV

17% APE CAGR FY19-23E; NBAP Margin at 16%.
26x P/E FY23E

8% of FY23E AUM

1x FY23E BV

1x FY23E BV

1x FY23E ABV

20xFY23E PAT

| Ventures and others




Result Update (Standalone)

Y/E March

Net Interest Income

Non Interest Income
Treasury Income

Operating expenses

Staff Cost

Pre provision profits
Provisions and contingencies
PBT

Provision for Tax

PAT

Deposits
CASA Ratio
Advances
CD ratio (%)
CAR (%)
Tier | (%)

Reported NIM (%)

Core Cost-Income ratio (%)

Gross NPAs (%)
Net NPAs (%)

Coverage ratio (%)

Source: Company, Axis Securities

Q2FY22

116.9
48.0
4.0
65.7
23.8
99.1
271
72.0
16.9
55.1

9,774
44.0
7,649
78
19.5
18.5

4.0
40.8

4.8
1.0
80.3

Q2FY21

93.7
40.3
54
SiIw3
19.7
82.6
30.0
52.7
10.1
42.5

8,329
40.3
6,526
78
18.5
17.0

3.6
39.9

5.2
1.0
81.6

% YoY

24.8
19.1
-26.8
28.0
21.2
20.0
-9.4
36.8
66.6
29.6

17.3

17.2

Q1FY22

109.4
40.0
2.9
60.4
23.7
88.9
28.5
60.4
14.3
46.2

9,262
43.7
7,386
80
18.7
17.7

3.9
41.2

5.2
12
78.4

(RsBn)
% QoQ
6.9
20.1
36.9
8.9
0.4
11.5
-4.8
19.2
18.5
19.4

515

3.6




Financials (Standalone)

Profit & Loss
Y/E March
Net Interest Income
Other Income
Total Income
Total Operating Exp
PPOP
Provisions & Contingencies
PBT
Provision for Tax
PAT

Source: Company, Axis Securities

Balance Sheet
Y/E March
SOURCES OF FUNDS
Share Capital
Reserves
Shareholder's Funds
Total Deposits
Borrowings
Other Liabilities & Provisions

Total Liabilities

APPLICATION OF FUNDS
Cash & Bank Balance
Investments

Advances

Fixed Assets

Other Assets

Total Assets

Source: Company, Axis Securities

FY21
389.9
189.7
579.6
215.6
364.0
162.1
201.8
39.9
161.9

FY21

13.8
1,461.3
1,475.1
9,325.2

916.3
587.7
12,304.3

1,331.3
2,812.9
7,337.3
88.8
734.1
12,304.3

FY22E
466.8
199.3
666.1
261.1
405.0
123.9
281.1

74.5
206.6

FY22E

13.9
1,645.2
1,659.0
11,025.9
1,005.6
621.8
14,312.4

1,338.4
3,487.7
8,598.2
93.2
794.8
14,312.4

FY23E
536.8
230.4
767.2
297.7
469.5
116.7
352.8

91.7
261.1

FY23E

13.9
1,877.6
1,891.5

13,000.8
1,163.5
683.9
16,739.7

1,571.2
4,056.1
10,138.3
97.9
876.3
16,739.7

(RsBn)
FY24E
659.7
265.9
925.7
348.6
577.0
128.1
448.9
116.7
332.2

(RsBn)
FY24E

13.9
2,173.4
2,187.3
15,181.9
1,345.7
752.3
19,467.1

1,872.7
4,685.8
11,839.2
102.8
966.6
19,467.1




Ratio Analysis

Y/E March
VALUATION RATIOS

EPS

Earnings Growth (%)
BVPS

Adj. BVPS

ROAA (%)

ROAE (%)

Core P/ABV (x)

Div Yield (%)

PROFITABILITY

Yield on Advances (%)
Yield on Investment (%)
Cost of Funds (%)

Cost of Deposits (%)
NIM (%)

OPERATING EFFICIENCY
Cost/Avg. Asset Ratio (%)
Cost-Income Ratio

BALANCE SHEET STRUCTURE RATIOS
Loan Growth (%)

Deposit Growth (%)

C/D Ratio (%)

Equity/Assets (%)

Equity/Advances (%)

CASA (%)

Tier 1 CAR (%)

ASSET QUALITY
Gross NPLs (Rsbn)
Net NPLs (Rsbn)
Gross NPLs (%)

Net NPLs (%)
Coverage Ratio (%)
Provisions/Avg. Adv(%)

ROAA TREE (%)
Net Interest Income
Non Interest Income
Operating Cost
Provisions

Tax

ROAA

Leverage (x)
ROAE

Source: Company, Axis Securities

FY21

23.4
91%
208.8
181.3
1.39
12.3

12.1
0.3

8.3
6.2
4.1
4.2
4.2

2.1
37.2

13.7
21.0
78.7
12.0
20.1
46.3
17.6

414
92
5.6
1.2

77.8
2.0

3.3%
1.6%
1.9%
1.4%
0.3%
1.4%
8.8
12.3%

FY22E

29.8
27%
235.0
206.0
1.55
13.2

12.9
0.4

8.4
6.1
4.0
4.0
4.4

2.2
39.2

17.2
18.2
78.0
11.6
19.3
43.1
16.9

446
103
5.2

1.2

76.8
15

3.5%
1.5%
2.0%
0.9%
0.6%
1.6%
8.5

13.2%

FY23E

37.7
26.4%
268.6
237.3

1.68

14.7

14.4
0.5

8.5
6.1
4.2
4.1
4.3

2.1
38.8

17.9
17.9
78.0
11.3
18.7
40.2
16.4

496.5
118.9
4.9
1.2
76.1
1.2

3.5%
1.5%
1.9%
0.8%
0.6%
1.7%
8.7

14.7%

FY24E

48.0
27.2%
L2
278.3
1.84
16.3

15.6
0.6

8.5
6.1
4.1
4.1
4.3

2.1
37.7

16.8
16.8
78.0
11.2
18.5
37.8
16.3

547.1
130.2
4.6
11
76.2
11

3.6%
1.5%
1.9%
0.7%
0.6%
1.8%
8.9

16.3%

(%)




ICICI Bank PriceChart and Recommendation History
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Source: Axis Securities
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