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ICICI Bank’s (ICICIBC) 2QFY13 PAT grew 30% YoY to INR19.6b (7% above estimate). Healthy NIM of 3% (stable QoQ),

strong domestic loan growth (+5.6% QoQ), lower provisions despite providing 85% on large media account exposure

of INR5b, and higher than expected trading gains (INR1.7b v/s loss of INR210m a quarter ago) led to higher than

expected PAT. Key highlights:

 Domestic NIM expanded 10bp QoQ to 3.4%, a positive surprise. However, a sharp fall of 38bp QoQ in

international NIM to 1.2% led to overall NIM being stable QoQ.

 Fee income was flat YoY (up 4% QoQ) at INR17.1b, despite healthy asset growth, which was disappointing.

 Domestic loan growth was strong at 22% YoY (+6% QoQ – a positive), led by strong traction in domestic

corporate loans (+16.5% QoQ and 38.4% YoY; adjusted for inter-bank participation certificates, corporate loan

growth was 27% YoY) and pick-up in retail loans (+2% QoQ and 14% YoY).

 Other highlights: (a) GNPA and restructured loans were flat QoQ, (b) Average daily CASA ratio declined 160bp

QoQ to 37.5%, (c) Overall CAR at 18.3%, with tier-I ratio at 12.8%.

Valuation and view: RoA is likely to remain strong at ~1.6% over FY13-14, whereas core RoE should increase from

11% over FY08-12 to ~15% in FY14, led by increasing leverage and strong RoA. ICICIBC has maintained strong

capitalization, with tier-I at 12.8%. Retain as top pick.



ICICI Bank

29 October 2012  2

Quarterly performance v/s our estimates and reasons for deviation (INR m)
Y/E March 2QFY13A 2QFY13E Var. (%) Comments

Net Interest Income 33,712 32,582 3 Healthy margins and loan growth

    % Change (YoY) 35 30

Other Income 20,430 19,902 3 Fee income gr muted; Higher than expected trading gain

Net Income 54,142 52,484 3

Operating Expenses 22,209 22,054 1

Operating Profit 31,933 30,430 5

    % Change (YoY) 36 29

Other Provisions 5,079 5,449 -7 Lower prov. due to healthy asset quality in retail segment and

nil provisioning toward std. assets

Profit before Tax 26,854 24,981 7

Tax Provisions 7,293 6,745 8

Net Profit 19,561 18,236 7 Healthy NIM and asset quality

    % Change (YoY) 30 21

Source: Company, MOSL

Asset quality healthy; credit cost guidance of 75bp for FY13 maintained
During the quarter, ICICIBC recognized one large media account of INR5b as NPA and

made provisions of 85% on the same. This implies that of the overall provisions of

INR5.1b, INR4.3b was on account of this corporate account alone. However, overall

provisioning was contained (7% below our estimate), led by higher recoveries in the

retail segment (leading to release of provisions) and write-back of INR130m on

standard asset provisioning.

Excluding the above mentioned exposure, gross slippages stood at INR7.2b as

compared to INR8.7b a quarter ago and INR7.9b a year ago. Recoveries and upgradations

were also healthy at INR5.6b as compared with INR4b a quarter ago. Higher write-offs

of INR5.1b in 2QFY13 as compared to INR1.2b in 1QFY13 and INR815m in 2QFY12 coupled

with continued low net slippages in retail loans led to stable GNPA. PCR was healthy

at 78.7% v/s 80.4% a quarter ago.

The management expects asset quality to remain healthy and has maintained its FY13

credit cost guidance of 75bp. Currently, retail loans (34% of ICICIBC’s loan book) are

seeing negligible net slippages, also corroborated by the performance of private

banks like HDFCB / IIB. Thus, the credit cost assessment largely factors in stress in

corporate loans.

Restructured loan book flat QoQ; insignificant pipeline
ICICIBC restructured loans of INR1.4b during the quarter. However, these were offset

by higher repayments from the restructured loan portfolio. As a result, the overall

restructured loan portfolio declined marginally QoQ to INR41.6b (1.5% of overall

loans). Of the overall referrals to CDR, ICICIBC’s share stands at just INR5b, which is

expected to be restructured in 2HFY13.

Domestic NIM improved 10bp QoQ to 3.4%; international NIM dragged
overall NIM
Domestic NIM for the quarter was 3.4% (a positive surprise), led by run-off of low

yielding priority sector loans and decline in cost of funds. The management remains

confident of maintaining domestic NIM at current levels though there may be some

volatility in the near term due to reduction in lending rate. International NIM declined
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38bp QoQ to 1.2%. Excess liquidity in the balance sheet and one-off impact of bond

issuance of ~15bp, which the bank accounted as interest expense, led to the fall in

international NIM. Deployment of liquidity and absence of one-offs would propel

international NIM upwards. The management has guided international NIM of 1.5%

as compared to 1.25% for FY12. Overall blended NIM was stable QoQ at 3% and the

management expects to maintain NIM at current levels.

Strong domestic loan growth, led by large corporate segment; share of
international loans declined QoQ
The domestic loan portfolio grew 6% QoQ and 22% YoY to INR2.04t. Incremental loans

during the quarter in the domestic book were led by strong growth in the corporate

segment (+16% QoQ and 38% YoY). Growth in this segment was partly driven by inter-

bank participation loans coming back on the balance sheet (adjusted for which growth

would have been 27% YoY) and short-term loans. SME and agri & rural loans declined

10% QoQ (+6% YoY) and 3% QoQ (+25% YoY), respectively. Retail loans grew 14% YoY

and 2% QoQ to INR933b (34% of the overall portfolio). Housing loan growth was healthy

at 3% QoQ and 11% YoY. Contrary to the industry trend, the CV loans

portfolio contracted 3% QoQ (led by run-off of securitized pool buyout). As a result,

the share of CV loans declined marginally to 5.9% from 6.2% in 1QFY13. The share of

unsecured retail loans remained largely stable QoQ at 1.3%.

In dollar terms, the international loan portfolio was flat QoQ. However, in rupee

terms, it declined 5.5% QoQ (+6% YoY), led by appreciation of the rupee in 2QFY13. As

a result, the share of international loans in overall loans declined to 25.8% as compared

to 28% a quarter ago and 28.6% a year ago. The management guided domestic loan

growth of 20% for FY13 (v/s expectation of 17-18% for the system), led by (1) pick-up

in secured retail loans (especially mortgages), (2) working capital loans, and (3)

disbursements from past sanctions. In dollar terms, the international loan portfolio is

likely to be flat.

Healthy SA deposit growth; average CASA ratio declines 160bp QoQ to
37.5%
CASA deposits grew 5% QoQ and 11% YoY, led by healthy growth of 3% QoQ and 15%

YoY in SA deposits. CA deposits continue to be volatile (up 10% QoQ but just 2% YoY).

CASA ratio (quarter-end) was stable QoQ at 40.7%. However, average daily CASA ratio

declined to 37.5% as compared to 39.1% a quarter ago. The management expects to

maintain CASA ratio in the range of 38-40%.

Non-interest income above estimate, led by higher trading gains; fee income
growth muted
During the quarter, ICICIBC booked a trading gain of INR1.7b as against a loss of INR210m

in 1QFY13 and INR800m in 2QFY12. Resultantly, non-interest income was 3% higher

than our estimate at INR33.7b. Lease and other income declined to INR1.6b from

INR2.5b in 1QFY13 led by absence of dividend income from Canadian subsidiary (ICICIBC

had received dividend income of INR1.3b in 1QFY13). Dividend from Life Insurance

venture was stable QoQ at INR750m. Fee income growth remained sluggish (flat YoY

and +4% QoQ) at INR17.1b. Core fee income growth remained sluggish through FY12

and continues to be weak. Lower growth in corporate fees led to muted performance.
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Performance of subsidiaries
 ICICI UK’s total assets down ~3% QoQ from USD3.9b to USD3.8b. ICICI UK’s profits

were USD4.3m v/s USD4.4m in 1QFY13 and USD2.2m in 2QFY12. CAR stood at 33.6%.

 ICICI Canada’s total assets stable QoQ at CAD5.3b. Earnings were flat on a sequential

basis but grew 135% YoY to CAD12.2m. CAR was at 34.1%.

 ICICI Life Insurance reported PAT of INR4b v/s INR3.5b in 1QFY13. APE for the

quarter grew 6% YoY to INR7.8b. NBAP margin was stable QoQ at 15%.

 General Insurance reported profit of INR1b as compared to INR830m a quarter

ago and net loss of INR4.6b for FY12. Gross premium income grew 16% YoY to

INR15.2b.

Other highlights
(a) Overall CAR was 18.3%, with tier-I ratio at 12.8%. ICICIBC is in the process of

repatriating capital from its Canadian subsidiary, which will provide further capital.

As loan growth is likely to remain at ~18% over FY13/14 and earnings momentum

would be strong (19%+ CAGR over FY12-14), we expect the bank to maintain

superior tier-I ratio.

(b) ICICIBC opened 17 new branches and added 640 ATMs during the quarter, taking

the total to 2,772 and 10,006, respectively.

Valuation and view
Sharp improvement in liability profile, asset quality and better ALM is helping to

improve margins. Gradual improvement in NIM will be led by (1) lower securitization

losses (INR2b in FY12, 5bp of NIM), (2) stable CASA ratio of 38-40%, and (3) higher

international NIM (1.5% v/s FY12 average of 1.25%). Overall, we model margin

improvement of 30bp for FY13 and 10bp for FY14. We expect FY12-14 NII CAGR of

~23%, compared with a loan CAGR ~18%.

Asset quality will remain strong, given the benign asset quality in the retail segment,

changing loan portfolio mix (unsecured retail now forms only 1.3% as against 9%+ in

FY08), and better risk management practices. With international and retail loan

portfolio (58% of loans) remaining healthy, we believe guidance of 75bp on credit

cost is conservative. Considering the macro environment and higher share of project

loans in the balance sheet, we expect some restructuring to take place. However,

ICICIBC is likely to be relatively better than peers.

We expect cost to income ratio to be maintained at 41-42% over next two years,

translating into core operating profit CAGR of ~20% over FY12-14 v/s 7% over FY09-12.

In effect, RoA is likely to remain strong at ~1.6% over FY13/14, whereas core RoE

should increase from 11% over FY08-12 to ~15% in FY14 led by increasing leverage and

strong RoA. ICICIBC has maintained strong capitalization, with tier-I at 12.8%. Retain

as top pick, with an SOTP-based target price of INR1,230.
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We largely maintain our earnings estimates for FY13/14 (INR b)
Old Estimates Rev. Estimates Change (%)

FY13 FY14 FY13 FY14 FY13 FY14

Net Interest Income 135.8 161.0 137.0 163.7 0.9 1.7

Other Income 84.3 95.6 84.4 98.2 0.1 2.8

Total Income 220.1 256.5 221.4 261.9 0.6 2.1

Operating Expenses 90.9 104.6 91.5 106.9 0.7 2.2

Operating Profits 129.2 151.9 129.9 155.0 0.6 2.1

Provisions 21.3 27.6 20.0 28.4 -5.9 3.0

PBT 107.9 124.3 109.9 126.6 1.9 1.9

Tax 29.1 33.6 29.7 34.2 1.9 1.9

PAT 78.8 90.7 80.2 92.4 1.9 1.9

Margins (%) 3.0 3.0 3.0 3.1

Credit Cost (%) 0.8 0.8 0.7 0.8

RoA (%) 1.5 1.5 1.6 1.6

RoE (%) 14.2 14.7 14.4 14.8

Source: MOSL
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Return ratios have improved significantly led by improvement in risk adjusted margin

% of average assets 1Q2011 2Q2011 3Q2011 4Q2011 1Q2012 2Q 2012 3Q2012 4Q2012 1Q2013 2Q2013

Net Interest Income 2.19 2.34 2.36 2.51 2.35 2.34 2.41 2.66 2.67 2.75

Fee income 1.55 1.69 1.66 1.79 1.54 1.59 1.51 1.48 1.38 1.39

Fee inc to Core income 41.5 41.9 41.3 41.6 39.6 40.4 38.5 35.8 34.0 33.6

Core Income 3.74 4.03 4.02 4.31 3.88 3.93 3.92 4.14 4.05 4.14

Operating Expenses 1.63 1.67 1.76 1.85 1.77 1.77 1.70 1.91 1.77 1.81

Employee expenses 0.63 0.66 0.78 0.86 0.71 0.79 0.74 0.95 0.82 0.79

Emp to total exp 38.8 39.8 44.3 46.4 40.3 44.5 43.6 49.7 46.5 43.5

Other expenses 1.00 1.00 0.98 0.99 1.06 0.98 0.96 0.96 0.95 1.02

Core Operating profits 2.11 2.36 2.27 2.46 2.11 2.16 2.22 2.24 2.27 2.33

Trading and others 0.29 -0.01 0.13 -0.15 0.06 0.04 0.17 0.43 0.19 0.27

Operating Profits 2.41 2.35 2.39 2.31 2.18 2.20 2.39 2.67 2.47 2.61

Provisions 0.88 0.68 0.47 0.38 0.44 0.30 0.30 0.40 0.39 0.41

PBT 1.53 1.67 1.92 1.92 1.73 1.90 2.09 2.27 2.08 2.19

Tax 0.40 0.35 0.45 0.47 0.44 0.50 0.55 0.64 0.56 0.59

RoA 1.13 1.31 1.47 1.45 1.30 1.40 1.54 1.63 1.52 1.60

Source: Company, MOSL

ICICI Bank: 1 year forward PE ICICI Bank: 1 year forward P/BV
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Quaterly trends

Strong YoY growth in corporate segment (%)

Proportion of unsecured loans stable QoQ

Blended NIM stable led by healthy domestic performance (%)

 Adjusted for inter-bank participation certificates, corporate

loan growth was 27% YoY.

 ICICIBC continues to focus on secured retail products;

proportion of unsecured loans remains low.

 Domestic NIM improved 10bp QoQ to 3.4% (a positive

surprise), but sharp fall of 38bp QoQ in international NIM

to 1.2% led to overall stable NIM QoQ.

International portfolio drags overall loan growth

 Domestic loans grew strongly by 22% YoY (+6% QoQ), while

international loans de-grew 6% QoQ led by currency

appreciation.

Average CASA ratio dips QoQ; quarter-end CASA stable (%)

 CASA deposits grew 5% QoQ and 11% YoY, led by healthy

growth of 3% QoQ and 15% YoY in SA deposits.

Share of corporate loans increases QoQ (%)

 Strong growth in corporate loans and pick-up in retail loans

led to shift in overall loan mix, while proportion of

international loans declined, led by currency appreciation.
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Quarterly trends (continued)

Cost to core income stable QoQ (%)

Asset quality remains healthy; PCR strong

 During the quarter, the bank recognized one large media

account of INR5b as NPA, but write-off of similar quantum

kept GNPA stable QoQ.

Fee income growth remains muted

 Fee income performance was disappointing - flat YoY (up

4% QoQ) at INR17.1b, despite healthy asset growth.

Core operating profitability remains healthy (%)

 Strong margin performance and control over opex kept core

operating profitability strong despite muted fee income

growth.

Net restructured loans stable QoQ

 During the quarter, the bank restructured loans of INR1.4b

but similar reductions led to restructured loans being flat.

 The management has guided cost to income ratio of

40-42%.

 Contribution of insurance business in consolidated PAT up

at 21% in 1HFY13 as compared to 12% in FY12.

Profitability of insurance business improves (INR m)

2Q 1Q QoQ 2Q YoY

FY13 FY13 Gr. (%) FY12 Gr. (%)

Standalone PAT 19,561 18,151 8 15,032 30

I Sec 80 120 -33 180 -56

I Sec PD 270 330 -18 170 59

I Venture 1 6 -90 0 100

Pru AMC 230 280 -18 200 15

ICICI Home Finance 534 490 9 561 -5

ICIC Life Insurance 3,960 3,490 13 3,500 13

ICICI General Ins. 1,010 830 22 560 80

Consolidation Adj -1,746 -2,927 -40 -283 NA

Consol. Profit 23,900 20,770 15 19,920 20
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Quarterly Snapshot

FY12 FY13 Variation (%) Cumulative Numbers

1Q 2Q 3Q 4Q 1Q 2Q QoQ YoY 1HFY12 1HFY13   YoY Gr (%)

Profit and Loss (INR m)

Net Interest Income 24,109 25,064 27,120 31,048 31,929 33,712 6 35 49,174 65,642 33

Other Income 16,429 17,396 18,919 22,285 18,799 20,430 9 17 33,824 39,229 16

    Trading profits -250 -800 -650 1,580 -210 1,720 N.A. N.A. -1,050 1,510 -244

    Fee Income 15,780 17,000 17,010 17,280 16,470 17,090 4 1 32,780 33,560 2

     Miscellaneous Income 899 1,196 2,559 3,425 2,539 1,620 -36 35 2,094 4,159 99

Total Income 40,538 42,460 46,039 53,332 50,729 54,142 7 28 82,998 104,871 26

Operating Expenses 18,200 18,922 19,168 22,216 21,235 22,209 5 17 37,122 43,444 17

      Employee 7,329 8,427 8,366 11,031 9,870 9,659 -2 15 15,756 19,529 24

      Others 10,871 10,495 10,802 11,185 11,365 12,550 10 20 21,367 23,915 12

Operating Profits 22,338 23,537 26,871 31,116 29,493 31,933 8 36 45,876 61,426 34

Provisions 4,539 3,188 3,411 4,693 4,659 5,079 9 59 7,727 9,738 26

PBT 17,800 20,350 23,460 26,423 24,835 26,854 8 32 38,149 51,688 35

Taxes 4,480 5,318 6,179 7,405 6,684 7,293 9 37 9,797 13,977 43

PAT 13,320 15,032 17,281 19,018 18,151 19,561 8 30 28,352 37,712 33

Asset Quality

GNPA 100,620 101,070 98,200 95,630 99,110 100,510 1 -1

NNPA 23,510 22,360 20,820 18,940 19,410 21,380 10 -4

GNPA (%) 3.9 3.6 3.3 3.1 3.1 3.1 -1 -51

NNPA (%) 0.9 0.8 0.7 0.6 0.6 0.7 5 -14

PCR (Calculated, %) 77 78 79 80 80 79 -169 85

GNPA - Retail 63,580 63,170 61,700 59,770 59,440 52,670 -11 -17

NNPA - Retail 11,180 9,760 8,320 7,250 6,820 5,990 -12 -39

Restructured loans 19,660 25,010 30,700 42,560 41,720 41,580 0 66

         % to Loans 0.9 1.1 1.2 1.7 1.6 1.5 -4 44

Ratios (%)

Fees to Total Income 38.9 40.0 36.9 32.4 32.5 31.6 39.5 32.0

Cost to Core Income 44.6 43.7 41.1 42.9 41.7 42.4 45.3 43.8

Tax Rate 25.2 26.1 26.3 28.0 26.9 27.2 25.7 27.0

CASA 41.9 42.1 43.6 43.5 40.6 40.7

Dom. Loan/Deposit (Rep) 75.5 72.3 71.1 76.1 76.6 77.1

Loan / Deposit 95.7 95.5 94.5 99.3 100.2 97.7

CAR 19.6 19.0 18.9 18.5 18.5 18.3

          Tier I 13.4 13.1 13.1 12.7 12.8 12.8

RoA (cal) 1.3 1.4 1.5 1.6 1.5 1.6

RoE (Cal) 9.6 10.5 11.6 12.5 11.8 12.3

Margins - Cal (%)

Yield on loans 9.0 9.5 9.5 9.8 9.9 10.1 19 61 9.3 10.0

Yield On Investments 6.6 6.5 6.6 6.8 6.9 7.0 15 48 6.5 6.9

Yield on Funds 7.8 8.0 8.1 8.3 8.4 8.6 18 55 7.9 8.5

Cost of funds 6.1 6.4 6.3 6.2 6.4 6.5 13 12 6.2 6.4

Margins 2.5 2.5 2.5 2.8 2.8 2.9 7 42 2.5 2.8

Margins - Reported 2.6 2.6 2.7 3.0 3.0 3.0 -1 39 2.6 3.0

For %age change QoQ and YoY is bp Source: Company, MOSL
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Quarterly Snapshot

                  FY11                  FY12                  FY13           Var. (%)

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q QoQ YoY

Balance Sheet (INR b)

Loans 1,844 1,942 2,067 2,164 2,207 2,340 2,462 2,537 2,684 2,751 2 18

Investments 1,276 1,363 1,337 1,347 1,396 1,477 1,498 1,596 1,551 1,579 2 7

Customer Assets 2,169 2,330 2,477 2,616 2,584 2,795 2,974 3,055 3,182 3,239 2 16

Deposits 2,009 2,231 2,177 2,256 2,307 2,451 2,606 2,555 2,678 2,814 5 15

Borrowings 946 967 1,050 1,092 1,137 1,210 1,219 1,398 1,369 1,350 -1 12

Total Assets 3,640 3,900 3,929 4,062 4,152 4,407 4,593 4,736 4,835 4,971 3 13

Deposits Break Up

CASA Deposits 846 981 962 1,016 966 1,031 1,135 1,110 1,087 1,144 5 11

% to total Deposits 42 44 44 45 42 42 44 43 41 41

              Savings 565 632 646 669 669 701 735 760 779 806 3 15

% to total Deposits 28 28 30 30 29 29 28 30 29 29

              Current 281 349 316 348 298 330 400 350 308 338 10 2

% to total Deposits 14 16 15 15 13 13 15 14 11 12

Term Deposits 1,163 1,250 1,215 1,240 1,340 1,419 1,471 1,445 1,591 1,670 5 18

% to total Deposits 58 56 56 55 58 58 56 57 59 59

Loan Break Up

Agriculture 166 132 153 210 188 175 175 223 207 187 -10 7

SME Loans 74 85 87 104 110 110 116 134 142 138 -3 25

Corporate Loans 362 456 533 461 524 566 650 583 672 783 17 38

Retail Loans 763 781 790 837 827 819 824 901 912 933 2 14

of which

Housing 473 504 517 539 546 551 547 577 594 614 3 11

Personal Loans 38 31 25 23 20 12 10 10 10 9 -7 -24

Credit Cards 38 34 32 28 26 25 25 25 26 26 2 3

Others 214 212 216 247 235 230 242 289 282 284 1 23

International Loans 479 487 504 552 558 669 697 695 752 710 -6 6

Loan Mix (%)

Agriculture 9.0 6.8 7.4 9.7 8.5 7.5 7.1 8.8 7.7 6.8

SME Loans 4.0 4.4 4.2 4.8 5.0 4.7 4.7 5.3 5.3 5.0

Corporate Loans 19.6 23.5 25.8 21.3 23.7 24.2 26.4 23.0 25.0 28.5

Reta i l s 41.4 40.2 38.2 38.7 37.5 35.0 33.5 35.5 34.0 33.9

International Loans 26.0 25.1 24.4 25.5 25.3 28.6 28.3 27.4 28.0 25.8

Subsidiaries PAT (INR m)

I Sec 250 290 350 240 100 180 180 330 120 80 -33 -56

I Sec PD 340 -20 40 170 230 170 490 -30 330 270 -18 59

I Venture 110 220 380 30 50 0 530 100 6 1 -90 100

Pru AMC 320 140 70 200 250 200 220 210 280 230 -18 15

ICICI Home Finance 572 539 497 720 704 561 670 665 490 534 9 -5

ICIC Life Insurance -1,160 150 6,140 2,950 3,390 3,500 3,670 3,280 3,490 3,960 13 13

ICICI General Insurance 330 1,040 730 -2,900 400 560 -800 -4,770 830 1,010 22 80

Consol Profit 10,910 13,950 20,390 15,680 16,670 19,920 21,740 18,100 20,770 23,900 15 20

% change are in bp Source: Company, MOSL
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EPS: MOSL forecast v/s consensus (INR)
MOSL Consensus Variation

Forecast Forecast (%)

FY13 69.6 68.1 2.2

FY14 80.2 79.4 1.0

Shareholding pattern (%)
Sep-12 Jun-12 Sep-11

Promoter 0.0 0.0 0.0

Domestic Inst 25.3 27.7 25.1

Foreign 65.8 62.7 65.0

Others 8.9 9.6 9.9

1-year Sensex rebased

Stock Info
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