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Q3FY14-Good operating performance amidst stress on asset quality
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Indusind Bank (IIB)
nonperforming assets.

reported decent set of numbers amidst higher

Healthy business growth: The loan book recorded sturdy growth of 24% yoy at
Rs 52469cr and corporate advances grew 34% yoy at Rs 27,829cr. Consumer
finance division, deposits and CASA too reported healthy growth yoy at 14%,
10% and 23% respectively.

Margins stable: Amidst tough market conditions NIMs remained stable at
3.65%. Cost of funds increased 14bps qoq to 7.1%. Cost of deposits too
increased qoq by 17bps to 8.4%.

Higher provisioning impact earnings: Sturdy interest income backed by strong
vehicle finance portfolio drove the NIl to 26% growth yoy at Rs 730 cr and 4%
growth gog. Other income jumped 15% qoqg Rs 480 cr. Profit after tax came
below estimates due to higher provisions and contingencies, which rose
sharply by 42% qoqg to Rs 126¢cr. Consequently, profit after tax for the quarter
came in 5% higher yoy at Rs 347cr. Return ratios remained flat goq with RoA
and RoE at 1.74% and 16.8% respectively.

Asset quality deteriorates: Asset quality for the bank deteriorated qoq with
GNPAs and NNPA increased 70bps and 90bps goq to 1.18% and 0.31%
respectively. That said; provision sufficiency, diversified loan-mix and lower
exposure to sensitive sectors will ensure stable asset quality for the bank.

Outlook: Indusind Bank continues to maintain strong growth numbers despite
faced with economic headwinds. Strong loan traction, resilient asset book and
superior liability franchise continues to make us positive on the bank and we
reckon 1IB as a value pick in the private sector space. Deterioration in asset
quality in current quarter came as negative surprise though; we will be
watchful of the same in the ensuing period. We have valued bank on 2.0x its
FY15E book value and have arrived at fair value of Rs 443 per share.
Recommend Hold rating on stock.

‘ FY12 FY13 ‘ FY14E

(Rs Cr) FY15E
Net interest income 1705 2233 2729 3458
Gross Profit 1373 1839 2455 3032
PAT 803 1061 1342 1685
EPS (Rs) 17.2 21.4 25.7 32.2
EPS Growth (%) 30.5 24.6 19.8 25.6
RoE (%) 19.3 17.8 15.5 14.7
P/E (x) 236 18.9 15.8 12.6
PABV (x) 4.2 2.7 2.4 1.8

Source: Company, Arihant Research.



Q3FY14 Earnings Summary

Particulars (Rs in Cr) Q3FY14 Q3FY13 | YoY Q2FY14 | QoQ

Interest Earned 2,143 1,800 | 19% 2,019 6%
Yield on Advances (%) 14 14 14

Interest Expended 1,413 1,223 | 16% 1,319 7%
Cost of Funds (%) 7 7 7

Net Interest Income 730 578 | 26% 700 4%

Other Income 480 356 | 35% 417 | 15%
Other income / Net Income (%) 40 38 37

Total income 1210 934 | 30% 1117 8%

Employee Expenses 206 168 | 22% 202 2%

Non-Employee expenses 357 293 | 22% 327 9%

Operating Expenses 563 461 | 22% 529 6%
Cost-income Ratio (%) 47 49 47

Pre-Prov Profits 647 472 | 37% 588 | 10%

Provisions & Contingencies 126 79 | 60% 89 | 42%

PBT 521 394 | 32% 499 4%

Provisions for Tax 174 126 | 38% 169 3%
Effective Tax Rate (%) 33 32 34

PAT (reported) 347 267 | 30% 330 5%
EPS Basic 6.6 5.5 6.3
EPS Diluted 6.6 5.4 6.3
BVPS 154.6 139.5 154.6
GNPA 626.0 421.6 546.0
NNPA 165.0 125.2 109.0
GNPA (%) 1.18 0.99 1.11
NNPA (%) 0.31 0.30 0.22
Total CAR (%) 14.4 15.0 14.6
Tier 1 (%) 13.3 11.4 13.5
Tier 2 (%) 1.1 2.5 1.1
NIM 3.7 3.5 3.7
Advances 52,469 42,426 | 24% 48,968
Deposits 56,247 51,098 | 10% 53,058

Source: - Company, Arihant Research
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Income Statement
Year to 31st March (Rs.Cr)

Interest Income
Interest Expenses
Net Interest Income
- growth %
Other Income
Operating Income
- growth %
Operating Expenses
- Staff Cost
- Other Operating Exp.
Gross Profits
- growth %
Provisions
Profit Before Taxes
Taxes
Profit After Taxes

- growth %

Ratio Analysis

Basic Ratio (Rs.)
EPS
Book Value per share

Adjusted Book Value
Dividend per share

Asset Quality (%)
Gross NPAs

Net NPAs

NPA Coverage

Profitability ratios (%)
RoAE

RoAA

NIM

Cost to Income

Source: - Company, Arihant Research

FY12
5,360
3,655
1,705

24
1,012
2,716

30
1,343

485
858
1,373
27
180
1,193
390
803
39

FY12

17.2
97

97
2.2

1.0
0.2
79.0

19.3
1.6
3.5

49.0

FY13
6,983
4,750
2,233

31
1,363
3,596

32
1,756

661
1,095
1,839
34
263
1,576
515
1,061
32

FY13

21.4
149

151
3.0

1.0
0.2
84.1

17.8
1.6
3.6

49.0

FY14E
8,182
5,453
2,729
22
1,844
4,573
27
2,118
780
1,338
2,455
33
452
2,003
661
1,342
26

FY14E

25.7
190

168
3.0

1.3
0.15
88.7

155
1.7
3.6

48.6
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FY15E
9,654
6,195
3,458
27
2,076
5,535
21
2,503
936
1,567
3,032
23
486
2,545
860
1,685
26

FY15E

32.2
247

221
3.0

1.4
0.2
84.4

14.7
1.8
3.9

48.0

Balance sheet
As on 31st March (Rs. Cr)
Capital
Reserves & Surplus
Deposits
- growth %
Borrowings
Other liabilities & provisions

TOTAL LIABILITIES

Cash, Inter-bank, etc
Money at call and short notice
Advances
- growth %
Investments
Fixed assets
Other assets

TOTAL ASSETS

Valuation ratios (x)
Adjusted P/E
P/BV

FY12
468
4,274
42,362
23
8,682
1,811
57,596

2,904
2,636
35,064
34
14,572
657
1,764
57,596

FY12
23.6
4.2

Sector - Banking

FY13 FY14E FY15E
523 523 523
7,097 9,414 12,417
54,117 59,528 68,458
28 10 15
9,460 15,135 16,649
2,111 2,299 2,759
73,306 86,900 100805
3,250 2,164 4,188
3,599 3,959 4,355
44,321 55,401 63,711
26 25 15
19,654 22,246 25,099
756 1,161 1,208
1,727 1,969 2,244
73,306 86,900 100805
FY13 FY14E FY15E
18.9 15.8 12.6
2.7 2.1 1.6
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Stock Rating Scale
Absolute Return
BUY >20
ACCUMULATE 12-20
HOLD 5-12
NEUTRAL 0-5
REDUCE <0
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