COMPANY REPORT

Indusind Bank — Not Rated

Steady performance excluding IL&FS impact

Solid operating performance excluding the IL&FS impact
Excluding the hit of interest derecognition (Rs1.5bn) and accelerated
provisioning (Rs11.2bn) coming from the downgrade of entire IL&FS
exposure (Rs30bn) to sub-standard category, IndusInd Bank’s core PPOP
and earnings registered a strong growth of 24-25% yoy in Q4 FY19. It was
enabled by sturdy loan book growth of 29% yoy which was pervasive in
nature; corporate loans grew 20% yoy, vehicle portfolio grew 25% yoy and
other retail products clocked 30% yoy growth. Within vehicle finance,
except for CV loans, IndusIind Bank experienced a mild growth
acceleration in all other products despite weak OEM sales. Growth in LAP
(now the second largest retail product) has picked-up in recent quarters as
risk-adjusted pricing is improving due to moderation in competition.
There was a large sequential jump in MFI portfolio as the bank raised
funding to Bharat Fin in anticipation of merger consummation.

Underpinned by a strong emphasis on granular deposit mobilization,
overall deposits grew 11% qoq and 28.5% yoy. Retail TD mobilization has
been Rs50-60bn in recent quarters. After a hiatus, IndusInd Bank's deposit
growth matched its loan growth. CASA being sustained around 43% is
commendable considering the robust accretion of retail deposits. NIM
improved marginally on qoq basis, adjusted for interest derecognition.
Both the cost of deposits (higher cost of retail TDs) and yield on advances
(mix shift away from corporate loans) inched-up qoq. Acceleration in core
fee growth to 27% yoy came as a pleasant surprise. Management
reinforced that a dominant portion of fees is granular and sustainable in
nature; about 50%+ being unrelated to balance sheet growth. Excluding
the slippage of IL&FS exposure, the delinquency ratio and credit cost in
the quarter were benign, and NPL ratios would improve qoq.
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Exhibit 1: Result table
Y/e 31 Mar (Rs mn) Q4 FY19 Q3FY19 Y% qoq Q4FY18 Y% yoy
Operating Income 59,915 57,635 4.0 46,501 28.8
Interest Expended (37,591) (34,754) 8.2 (26,425) 423
Net Interest Income 22,324 22,881 (2.4) 20,076 11.2
Other income 15,590 14,689 6.1 12,085 29.0
Total Income 37,914 37,569 0.9 32,161 17.9
Operating expenses (17,236) (16,400) 51 (14,467) 19.1
Provisions (15,607) (6,067) 157.3 (3,356) 365.1
PBT 5,071 15,103 (66.4) 14,338 (64.6)
Tax (1,469) (5,253) (72.0) (4,808) (69.4)
PAT 3,602 9,850 (63.4) 9,531 (62.2)

Source: Company, YES Sec - Research
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Exhibit 2: Business Data

(Rs mn) Q4 FY19 Q3FY19 % qoq Q4 FY18 Y% yoy
Advances 1,863,935 1,731,690 76 1,449,540 28.6

Consumer Finance 726,835 680,330 6.8 572,390 27.0

% share 39.0 39.3 - 39.5 -

Corp. & Comm. 1,137,100 1,051,360 8.2 877,150 29.6

% share 61.0 60.7 - 60.5 -
Deposits 1,948,679 1,757,010 109 1,516,390 28.5

Current 295,840 265,260 11.5 208,410 42.0

Savings 544,860 500,230 8.9 458,880 18.7

Others 1,107,979 991,520 11.7 849,100 30.5
Investments 592,662 536,810 10.4 500,767 18.4
Borrowings 473,211 445,360 6.3 382,891 23.6

Source: Company, YES Sec - Research
Exhibit 3: Key Ratios

Particulars Q4FY19 Q3FY19 %qoq Q4FY18 Y% yoy
NIM (%) 3.6 3.8 0.2) 4.0 (0.4)
Yield on Advances (%) 11.3 11.5 (0.3) 11.1 0.2
Cost of Deposits (%) 6.8 6.7 0.1 6.0 0.8
CASA (%) 43.1 43.6 (0.5) 44.0 (0.9)
C/D (x) 95.7 98.6 (2.91) 95.6 0.06
Cost to Income (%) 45.5 43.7 1.8 45.0 0.5
Prov./Avg. Adv. (%) 3.5 1.4 2.03 1.0 2.49
RoE (%) 5.5 154 (10.0) 16.6  (11.1)
RoA (%) 0.6 1.6 (1.1) 1.9 (1.3)
CAR (%) 14.2 14.2 (0.0 15.0 (0.9)
Gross NPA (%) 21 1.1 1.0 1.2 0.9
Net NPA (%) 1.2 0.6 0.6 0.5 0.7

Source: Company, YES Sec - Research
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Reassuring guidance on key vectors for FY20; stock has
underperformed in recent months

Management expects the bank to revert to trend profitability in FY20.
With regards to IL&FS exposure, the bank has made 70% provision on
the holdco exposure of Rs20bn and 25% provision on Rs10bn exposure
to operating SPVs. On cumulative basis, the bank does not foresee any
requirement of additional provisioning for IL&FS in FY20. IndusInd
Bank disclosed an exposure (funded and non-funded) equivalent to
1.9% of loan portfolio to potentially stressed companies (including
those rumored to be in trouble). All these accounts are standard and not
even appearing in SMA 1 & 2 buckets. The bank has more than 140%
security cover which includes 58% in the form of marketable securities.
The management expects credit cost to be within 60bps in the current
year (average 50-55 bps during FY15-18). Loan growth is expected to be
sustained above 25% and margin will likely normalize back to 3.8-3.9%.
Calibrated branch expansion and swift digitalization progress is
estimated to drive a cost growth that would be much lower than the
revenue growth.

Despite factoring a much higher than guided credit cost (driven by a
combination of risks playing out and the need for augmenting PCR), we
believe IndusInd Bank can still deliver a significant RoA improvement
in FY20. FY21 will be even better as credit cost should normalize. There
is a credible possibility of the bank returning to 1.8% RoA in the next
two years. After having witnessed a steep price correction, the stock
trades at 2.7x P/ ABV and 13x P/E on our FY21 estimates.
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Exhibit 4: Deposits growth catches-up with loan growth
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Exhibit 6: Sharp improvement in core fee growth
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Exhibit 5: NII impacted by interest reversal on IL&FS

Exhibit 7: Suppressed NIM had an impact on core PPOP
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Exhibit 8: Recognition of entire IL&FS exposure as NPL
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Exhibit 10: Valuation Summary (Standalone Bank)
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Exhibit 9: Substantially higher provisions taken on IL&FS
40 -
(% - credit cost) 35
30 A
20
15 1.4
11 1.0 1.0 0.9 I I
1.0 J 0.8
S EEEEENI]
Q1FY18 Q2FY18 Q3FYI8 Q4FYI8 QIFYI9 Q2FY19 Q3FY19 Q4FY19
Source: Company, YES Sec - Research
4




'YES,/SECURITIES

INSTITUTIONAL EQUITIES

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the current market price and the estimated target price. Depending on the expected
returns, the recommendations are categorized as mentioned below. The performance horizon is 12 to 18 months unless specified and the target price is defined as the analysts’
valuation for a stock. No benchmark is applicable to the ratings mentioned in this report.

BUY > 15%

ADD 5% to 15%

HOLD -15% to +5%

SELL > - 15%

NOT RATED

UNDER REVIEW

POSITIVE: Positive is rating given to stocks we like but yet to be formally included in our coverage universe.

NEGATIVE: Negative is rating given to stocks yet to be formally included in our coverage universe, but we find valuations expensive vis-a-vis fundamentals.

NEUTRAL: Neutral rating is given to stocks that are not under our formal coverage yet, but we find current valuation fairly representing fundamentals.

ABOUT YES SECURITIES (INDIA) LIMITED

YES SECURITIES (INDIA) LIMITED (“YSL”) was incorporated on 14th March 2013 as a wholly owned subsidiary of YES BANK LIMITED. YSL does not have any other
associates. YSL is a SEBI registered stock broker holding membership of NSE and BSE. YSL is also a SEBI registered Category I Merchant Banker, Investment Adviser and a
Research Analyst. YSL offers, inter alia, trading/investment in equity and other financial products along with various value added services. We hereby declare that there are
no disciplinary actions taken against YSL by SEBI/Stock Exchanges.



DISCLAIMER

Investments in securities market are subject to market risks, read all the related documents carefully before
investing.

The information and opinions in this report have been prepared by YSL and are subject to change without
any notice. The report and information contained herein are strictly confidential and meant solely for the
intended recipient and may not be altered in any way, transmitted to, copied or redistributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of
YSL.

The information and opinions contained in the research report have been compiled or arrived at from
sources believed to be reliable and have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy, completeness, authenticity or validity. No
information or opinions expressed constitute an offer, or an invitation to make an offer, to buy or sell any
securities or any derivative instruments related to such securities. Investments in securities are subject to
market risk. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. Investors should note that each security's price or value may rise or fall
and, accordingly, investors may even receive amounts which are less than originally invested. The investor
is advised to take into consideration all risk factors including their own financial condition, suitability to
risk return profile and the like, and take independent professional and/or tax advice before investing.
Opinions expressed are our current opinions as of the date appearing on this report. Investor should
understand that statements regarding future prospects may not materialize and are of general nature which
may not be specifically suitable to any particular investor. Past performance may not necessarily be an
indicator of future performance. Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and trading turnover charts of securities
or its derivatives, as opposed to focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or
damage of any kind arising out of the use of this report. This report is not directed 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, publication, availability or use would be contrary to
law, regulation or which would subject YSL and associates to any registration or licensing requirement
within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES SECURITIES (INDIA) LIMITED
Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, Indiabulls Finance Centre,
Senapati Bapat Marg, Elphinstone Road, Mumbai - 400013, Maharashtra, India.
Tel: +91-22-71123123 | Email: research@yessecuritiesltd.in | Website: www.yesinvest.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Rajiv Mehta, Sachit Damani

The analyst hereby certifies that opinion expressed in this research report accurately reflect his or her
personal opinion about the subject securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion expressed in this research report.
Particulars

Sr. No. Yes/No

Research Analyst or his/her relative’s financial interest in the subject N
0

1 .
company (ies)
Research Analyst or his/her relative or YSL's actual/beneficial ownership of 1%

2 or more securities of the subject company(ies) at the end of the month No

immediately preceding the date of publication of the Research Report

Research Analyst or his/her relative or YSL has any other material conflict of

3 interest at the time of publication of the Research Report No

4 Research Analyst has served as an officer, director or employee of the subject No
company (ies)

5 YSL has received compensation or other benefits from the subject company (ies) No
or third party in connection with this research report

6 Broking/Investment Banking/Merchant Banking relationship with the subject No
company at the time of publication of Research Report

7 YSL has managed or co-managed public offering of securities for the subject No
company in the past twelve months

8 Research Analyst or YSL has been engaged in market making activity for the No

subject company (ies)

Since YSL and its associates are engaged in various businesses in the financial services industry, they may
have financial interest or may have received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever nature from the subject company (ies)
in the past twelve months or associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company (ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or other material conflict of
interest in the securities discussed herein.
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INH000002376 |INVESTMENT ADVISER: INA000007331 | AMFI ARN Code - 94338 |
Details of Compliance Officer: Name: Vaibhav Purohit,
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