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Earnings momentum to remain strong; Loan growth improving

Stocks under coverage

HDFC Bank Ltd

Rating Buy
TP 1,910
FY24E P/BV 2.8x
ICICI Bank Ltd

Rating Buy|
TP 968
FY24E P/BV 2.3x
IAxis Bank

Rating Buy
TP 942
FY24E P/BV 1.6x
State Bank of India

Rating Buy;
TP 689
FY24E P/BV 1.2x
Bandhan Bank

Rating Hold
TP 323
FY24E P/BV 2.1x
IDFC First Bank

Rating Accumulate
TP 60
FY24E P/BV 1.0x
Indusind Bank

Rating Accumulate
TP 1,322
FY24E P/BV 1.2x
City Union Bank

Rating Accumulate
TP 189
FY24E P/BV 1.2x
DCB Bank

Rating Hold
TP 91
FY24E P/BV 0.6x
CSB Bank

Rating Buy|
TP 371
FY24E P/BV 1.1x
Manappuram Finance

Rating Buy|
TP 160
FY24E P/BV 0.9x
Sundaram Finance

Rating Neutral
TP 2,373
FY24E P/BV 2.6x
Home First Finance

Rating Buy|
TP 917
FY24E P/BV 3.3x

Raju Barnawal

raju.b@arihantcapital.com
022 6711 4870

Arihant Capital Markets Ltd

We expect earnings trajectory of the bank to gain momentum driven by
healthy loan growth, improving asset quality trends and lower
provisions. We estimate the earnings of our banking coverage universe
to grow by 47% YoY/8% QoQ in Q4FY22E.

Credit growth trend improving: As per the RBI’s latest data, credit
growth for the system improved to 8.5% YoY (As on 11t Mar’22) as
compared to 5.6% in Mar’21 and 8.2% in Jan’22. On a sequential basis,
credit offtake was slower then the 9.1% reported in Dec’21. However,
sector showing signs of revival as credit growth had been muted since
the onset of the pandemic and was in the range of 6-7% over the last
two years. The overall credit growth continues to be driven by retail and
SME segment while Corporate segment also started witnessing revival
mainly for working capital needs. With the focus on the expansion of
capex and infrastructure by the government, credit offtake could
increase for the industry.

The credit of the retail loans segment continued its double-digit growth
at 12.3% YoY in Feb’22 driven by growth in personal loans, vehicles,
unsecured loans and consumer durable segment. As per the provisional
numbers reported by the banks shows a recovery in loan growth and the
industry is likely to report growth at ~10-11% levels. On the liabilities
front, deposits growth for the system was 8.8% (as on 11 Mar’22) with
healthy accretion in CASA.

Earnings growth expected to be strong: We expect banks under our
coverage to report strong earnings growth of 47% YoY/8% QoQ on the
back of 18% YoY/4% QoQ growth in NIl followed by 13% YoY growth in
operating profit. Margins to remain stable or slight compression can be
expected due to higher competition amongst lenders. Operating
expenses will see sequential increase as disbursements and collection
activity has gained momentum. With continuous increase in interest
rates, trading gains expected to be in lower range.

Asset quality trend expected to be positive, credit cost to remain
lower: We expect slippages for the quarter to decline sequentially
leading to improvement in asset quality coupled with better recovery
and upgrades trend. Slippages from the corporate segment expected to
be minimal. Good improvement seen in collection efficiency for MFI
lenders as per their provisional performance. We expect credit cost to
come down and there are some expectation of utilization of contingency
buffer in Q4FY22E. Performance of the restructuring pool will be key
monitorable.

Outlook: Overall, we expect good quarter for the banking sector with
continued outperformance by large private sector banks. Loan growth of
the industry is on a systematic rise which is expected to accelerate going
forward. and asset quality to witness improvement. We expect further
improvement in asset quality ratios but the performance of restructured
book would be a key monitorable. Commentary on the growth outlook,
capex revival, and the margin outlook will be the key to watch. We
maintain our positive view on the large private sector banks and HDFC
Bank, ICICI Bank and Axis Bank are our top pick in the sector. SBI is our
preferred pick in PSU space
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Q4FY22 Earnings Estimates:

in Cr. | Q4FY22E| Q4FY21A| Q3FY22A  YoY  QoQ Remarks

Axis Bank

NII 9,196 7,555 8,678 22% 6%|We expect NIl growth of 22% YoY /6% QoQ supported by healthy loan

PPOP 6,953 6,865 6,187 1% 12%growth. Operating profit growth expected to be lower due to lower;

PAT 4,016 2,677 3,639 50% 10% treasury income and normalization of operating expense.

City Union Bank

NII 517 429 490 21% 5%We expect NIl growth of 21% YoY (due to lower base) while other|

PPOP 349 285 370 23% -5%[income growth expected to be muted due to lower treasury income.
The performance of restructured loans and loans under ECLGS would

PAT 172 111 196 54% -13%|be the key monitorable.

Bandhan Bank

NII 2,648 1,757 2,125 51% 25%|Bank has reported strong operational performance in its Q4FY22

PPOP 2,573 1,730 1,950 49% 32%business updates with strong collection efficiency. Deposits growth
was also strong. PAT expected to be strong on a sequential basis due|

PAT 1,168 103 859 1034% 36%to lower credit cost.

DCB Bank

NII 362 311 345 16% 5%We expect 16% YoY growth in NIl followed by 14% growth in

PPOP 233 205 199 14% 17%/operating profit. We expect PAT to grow ~13% yoy on the back of

PAT 88 78 75 13% 17%|lower provisions. Commentary on asset quality need to be watch.

ICICI Bank

NII 12,510 10,431 12,236 20% 2%|We expect another quarter of strong performance by ICICI Bank.

PPOP 10,677 8,540 10,148 25% 59%|PPOP growth expected to be strong at 25% YoY. Asset quality

PAT 6,407 4,403 6,194 46% 39 performance to be positive. Margin expected to be stable at 4%.

IDFC First Bank

NII 2,664 1,960 2,580 36% 3%|NIl expected to be strong at 36% YoY. Operating profit growth

PPOP 836 646 770 29% 9ylexpected to be 29% YoY/9% QoQ. Profit growth would be higher.
Margin, asset quality performance and business performance need to

PAT 300 128 281 135% 7%|be watch.

HDFC Bank

NII 19,811 17,120 18,443 16% 7%/HDFC Bank has reported robust performance in its Q4FY22 business

PPOP 17,577 15,533 16,776 13% 59%|update. We expect NIl growth at ~16% YoY led by solid loan growth off
~21% YoY. PPoP growth expected to be at 13% YoY due to lower other

PAT 9,992 8,187 10,342 22% -3%lincome growth.

SBI

NII 31,061 27,067 30,687 15% 1%|We expect NIl growth of the bank to be at 15% YoY/1% QoQ followed

PPOP 21,153 19,700 18,522 7% 14%[by 7% YoY/14% QoQ growth in operating profit. Treasury income will
be lower. Asset quality to remain steady with moderation in credit|

PAT 10,152 6,451 8,432 57% 20%|cost.

Indusind Bank

NII 3,887 3,535 3,794 10% 2%Bank has reported 13% YoY growth in advances and 15% growth in

PPOP 3,412 3,062 3,205 11% 6%|deposits. NIl growth of the bank to be at 10% with 11% growth in
PPoP. Margin is likely to be stable. MFI portfolio and restructured

PAT 1,487 876 1,161 70% 28%|portfolio performance will be key monitorable.

CSB Bank

NII 280 276 303 1% -8%The bank has reported sequential improvement in business

PPOP 153 129 148 18% 39%|performance during Q4FY22 with advances growth of 9% YoY. Gold
loan portfolio increased sequentially. NIl growth expected to be

PAT 64 43 148 49% -57%|lower.

Manappuram Finance

NII 814 1,098 953 -26% -15%|NIl growth of the company expected to witness decline due to decline

PPOP 493 721 431 -32% 14%(in yield profile. Operating profit expected to report decline of 32%

PAT 302 468 261 -35% 16%|YOY with PAT de-growth of 35% YoY. Margins will be key monitorable.

Sundaram Finance

NII 581 483 541 20%: 7%|Sundaram finance is expected to report healthy quarter. NIl growth is

PPOP 471 369 364 28% 29%expected to grow by 20% followed by 28% growth in operating profit.

NIM is expected to remain stable.
PAT 247 209 202 18% 22%

Home First Finance

NII 88 73 89 21% -1%We expect AUM growth to remain strong led by strong
PPOP 60 51 65 19% -7%|disbursements. NIl growth expected to be at 21% YoY followed by

19% YoY growth in operating profit. We expect credit cost to
PAT 42 31 46 33% -9%|moderate QoQ as recoveries to be stronger.
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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