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BUY CMP Rs537

Strong growth and resilient asset quality leading to 5-6% ABV upgrades

The stand-out highlights of ICICBC’s Q3 FY21 performance were a sharp uptick in loan
growth, firm NIM despite higher interest reversals, and lesser-than-expected
deterioration in asset quality causing lower provisioning. Even in the current
challenging quarter (not so supportive growth and delinquency environment), the bank
delivered 1.6% RoA and 15% RoE on computed basis. The significant loan growth was
driven by mortgages (up 7% qoq), auto loans (up 7% qoq), business banking (up 12%
goq) and domestic corporate lending (up 8% qoq). The stock of proforma slippages at
Rs82bn (120 bps of adv.) and invoked restructuring at Rs25bn (36 bps of adv.) were
below our expectations, and highlights the strength of the balance sheet. The bank
carries significantly higher-than-regulatory provisions on these pools, and a Covid-
related buffer of 0.9% of advances which cushions the P&L from incremental
pandemic-driven slippages. In addition, the normalizing overdue trends across
segments underpins Management'’s confidence about a normal credit cost of 1.2-1.3%
in FY22.

Our earnings and ABV estimates for FY22/23 undergo material upgrade, as we raised
loan growth assumption and pruned credit cost forecast. We now expect the bank to
deliver average 1.7% RoA and 14-15% RoE over FY22-23 with high capitalization
levels. The core bank trades at 1.6x FY23 P/ABV, attractive in a scenario of improving
growth and strong profitability. Retain BUY and raise 12m PT to Rs675, as we also
assign a better multiple now.

Management Commentary
Key highlights
v" Mortgage disbursements were significantly higher qoq - entire underwriting has

been automated - strong growth in the portfolio driven by market improvement
and strengthened distribution and execution.

Auto disbursements crossed pre-Covid level.
Rs126bn disbursements under the ECLGS scheme.

Disbursements still lower than pre-Covid times in the CV financing segment.
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Domestic corporate loans grew 8.5% qoq - driven by lending to PSU entities and
large corporate groups.

v" Overdues portfolio (0-90 dpd) improved further - Retail overdue portfolio
currently 1.5% above normal - but has come down from 4% above normal as of
Sept 30.

Exhibit 1: Financial Summary

Y/e 31 Mar (Rs mn) FY20 ‘ FY21E FY22E FY23E
Operating income 497,157 586,986 634,636 732,045
PPOP 281,013 370,842 386,070 452,409
Net profit 79,307 158,406 219,679 258,889
yoy growth (%) 135.8 99.7 38.7 17.8
EPS (Rs) 12.3 23.0 31.9 37.6
Adj. BVPS (Rs) 164.3 195.0 226.6 263.9
P/E (x)* 43.8 23.4 16.8 14.3
P/adj.BV (x)* 3.3 2.8 24 2.0
ROE (%) 71 12.0 13.9 14.2
ROA (%) 0.8 14 1.7 1.7
Tier-1 (%) 14.7 174 17.8 17.7

Source: Company, YES Sec - Research; * Not adjusted for the value of holdings in subsidiaries

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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v" Restructuring at 45bps of loan portfolio was much within expectation of <1% - includes
Rs8.4bn worth of retail loans - Rs17bn restructuring (Corporate and SME loans) also a part
of BB & Below portfolio.

v" Proforma slippages at Rs82.8bn - Rs68bn got added in Q3 - includes a large part from retail
book.

Accrued interest has been reversed on the proforma NPLs.

Current Covid provisions completely cushions the Balance Sheet from any incremental
impact due to the pandemic.

v" Bank tightened provisioning policy during Q3 by increasing provisioning rate for early bucket
NPLs - thus carrying a high provisioning on proforma slippages (40-45% PCR) and even
upping it on the stock.

Management expects credit cost to normalize in FY22 i.e. fall to the level of 1.2-1.3%.

CET-1 capital ratio at 16.8% incl. profits of 9m FY21.

Exhibit 2: Result Table

(Rs mn) Q3 FY21 Q2 FY21 % qoq Q3 FY20 % yoy
Total Interest Income 197,298 196,225 0.5 190,643 3.5
Interest expended (98,173) (102,564) (4.3) (105,190) (6.7)
Net Interest Income 99,125 93,661 5.8 85,453 16.0
Other income 46,863 40,283 16.3 45,740 2.5
Total Income 145,987 133,944 9.0 131,193 11.3
Operating expenses (57,790) (51,333) 12.6 (55,707) 3.7
PPOP 88,198 82,611 6.8 75,486 16.8
Provisions (27,417) (29,953) (8.5) (20,832) 31.6
PBT 60,780 52,658 15.4 54,654 11.2
Tax (11,385) (10,145) 12.2 (13,190) (13.7)
PAT ] 49,396 _ 42,513 ] 16.2 ] 41,465 ] 19.1

Source: Company, YES Sec - Research

Exhibit 3: Business Data

(Rs mn) Q3FY21 ‘ Q2FY21 % qoq Q3 FY20 % yoy
Loans 6,990,175 6,526,080 7.1 6,356,543 10.0
Domestic Corporate 1,700,840 1,573,570 8.1 1,596,770 6.5
Retail Business 4,587,780 4,295,810 6.8 3,976,460 15.4
Home Loans 2,257,570 2,117,340 6.6 1,963,710 15.0
Vehicle Loans 624,490 597,870 4.5 584,060 6.9
Unsecured Loans 636,560 600,020 6.1 583,480 9.1
SME 270,930 233,410 16.1 217,440 24.6
Overseas Branches 430,610 423,290 1.7 565,870 (23.9)
Deposits 8,743,476 8,329,356 5.0 7,163,451 22.1
CA 1,167,410 1,075,170 8.6 1,009,890 15.6
SA 2,786,740 2,570,630 8.4 2,354,200 18.4
Others 4,789,326 4,683,556 2.3 3,799,361 26.1
Investments 2,752,606 2,896,230 (5.0) 2,274,800 21.0
Borrowings 1,116,081 1,364,269 (18.2) 1,373,747 (18.8)
Total assets 11,932,172 11,629,712 2.6 10,070,680 18.5
RWA 7,599,830 7,428,650 2.3 7,369,730 3.1

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Exhibit 4: Key Ratios

(VA Q3 FY21 ‘ Q2FY21 chg qoq Q3 FY20 chg yoy
NIM (%) 3.7 3.6 0.1 3.8 (0.1)
Yield on advances (%)* 8.4 8.9 (0.5) 9.9 (1.5)
Yield on investment (%)* 6.6 6.7 (0.2) 6.9 (0.4)
Cost of funds (%)* 4.3 4.5 (0.2) 52 (0.9)
CASA (%) 45.2 43.8 1.4 47.0 (1.8)
C/D (%) 79.9 78.4 1.6 88.7 (8.8)
Non-interest income (%) 32.1 30.1 2.0 34.9 (2.8)
Cost to Income (%) 39.6 38.3 1.3 42.5 (2.9)
Prov. / Avg. Adv. (%)* 1.6 1.9 (0.2) 14 0.3
RoE (%)* 15.3 13.7 1.6 14.9 0.4
RoA (%)* 1.8 1.6 0.2 1.7 0.1
CAR (%) 19.5 18.5 1.0 16.5 3.0
Gross NPA (%) 4.4 5.2 (0.8) 6.0 (1.6)
Net NPA (%) 0.6 1.0 (0.4) 1.5 (0.9)
Source: Company, YES Sec - Research; *Calculated
Exhibit 5: Non-Interest income - break-up
(Rs mn) Q3FY21 Q2FY21 % qoq Q3 FY20 % yoy
Fee income 36,010 31,390 14.7 35,960 0.1
Treasury Income 7,660 5,420 41.3 5,310 44.3
Lease & Misc. Income 3,193 3,473 (8.1) 4,470 (28.6)
Total non-interest income 46,863 40,283 16.3 45,740 2.5
Source: Company, YES Sec - Research
Exhibit 6: Rating profile
(VA) Q3 FY21 Q2FY21 chg qoq Q3 FY20 chg yoy
AA- and Above 49.2 47.3 1.9 41.7 7.5
A+ A A- 22.8 24.3 -1.5 28.1 -5.3
A- and above 72 71.6 0.4 69.8 2.2
BBB+, BBB, BBB- 243 25.6 -1.3 26.9 -2.6
BB and below 1.6 1.5 0.1 14 0.2
Others 2.1 1.3 0.8 1.9 0.2
Source: Company, YES Sec - Research
Exhibit 7: Movement of Corporate and SME - BB and below
(Rs mn) Q3FY21 Q2FY21 % qoq Q3 FY20 % yoy
Opening 161,670 171,100 (5.5) 160,740 0.6
Slippage to NPA (2,270) (12,120) (81.3) (7,070) (67.9)
Upgrades to Invest. grade (1,180) (14,290) (91.7) (6,300) (81.3)
Downgrades 22,390 16,980 31.9 26,660 (16.0)
Closing 180,610 161,670 11.7 174,030 3.8

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

Exhibit 8: Subsidiaries PAT

(Rs mn) Q3 FY21 Q2FY21 % qoq Q3 FY20 % yoy
ICICI Prudential Life 3,060 3,030 1.0 3,020 1.3
ICICI Lombard General 3,140 4,160 (24.5) 2,940 6.8
ICICI Pru. Asset Mgmt. 3,580 2,820 27.0 3,050 17.4
ICICI Sec. (Consolidated) 2,670 2,780 (4.0) 1,370 94.9
ICICI Sec. PD 1,320 260 407.7 970 36.1
ICICI Home Finance 30 20 50.0 30 =
ICICI Venture (20) (80) (75.0) 30 (166.7)
ICICI Bank UK (USD mn) 2 5 (55.1) 8 (72.5)
ICICI Canada (CAD mn) 5 5 - 22 (76.9)

Source: Company, YES Sec - Research

Exhibit 9: 1-year rolling P/ABV* band

Price 1.4x — 1.8x ——— 2.2X

2.6x — 2.9X
700.0
(Rs)
600.0
500.0
400.0
300.0
200.0
100.0
W 1w 1 0V VW VW N N N ® ® W o o o O O O
-~ Al i i i i -~ Al i rII i Ll i i el N N N
3 oo O = oo (%] 3 oo O 3 oo O = oo (%) 3 oo o
§ 38237 8:2228%278228¢%33
Source: Company, YES Sec - Research; * Price not adjusted for Subs. value
Exhibit 10: 1-yr rolling P/ABV* vis-a-vis the mean
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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.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Rajiv Mehta, Manuj Oberoi

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.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject companyf(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 interest at the time of publication of No
the Research Report

w

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject
company in the past twelve months

YSL has received any compensation for investment
banking or merchant banking or brokerage services from No
the subject company in the past twelve months

o

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

YSL has received any compensation or other benefits from
the subject company or third party in connection with the No
research report

[e0)

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

Ne)

Research Analyst or YSL has been engaged in market

L _ making activity for the 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.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
One International Center, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India
Email: research@ysil.in | Website: https://yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX: INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 [INVESTMENT ADVISER: INAO00007331| Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat Il AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338 |

Details of Compliance Officer: Vaibhav Purohit (For Broking / Research /
Investment Adviser): Email: compliance@ysil.in /
Contact No.: 022-33479208 | Dhanraj Uchil (For Merchant Banking):
Email: dhanraj.uchil@ysil.in / Contact No.: 022-33479684

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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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: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | 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.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



