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   Axis Bank 

One step forward… 

AXSB continued to build higher-than-expected provisions on its pro forma 

portfolio as it continued to search for stability in its back book coverage. The 

sustained build-up in standard asset provisions was a negative surprise. 

Although prudence is generally welcome, at 2.1% standard asset cover, the 

road to credit cost normalisation is longer than originally envisaged. We trim 

our FY21 full-year earnings estimates by ~13% and continue with our BUY 

recommendation with a revised target price of Rs 705. 

 Signs of stability in asset quality: On a pro forma basis, slippages rose to Rs 

6.7bn (~1.6% annualised over 9MFY21), driven by unsecured retail loans, 

which contributed to 80%+ of pro forma NPA accretion. Consequently, pro 

forma GNPLs rose to ~4.6%, despite aggressive 'rule-based' write-offs  

during the quarter (to the tune of Rs 43bn). Stress accretion in the corporate 

and SME portfolios appears to be within expected threshold limits thus far, 

given the minor difference between reported and pro forma GNPAs (30bps 

and 60bps respectively). The BB and below rated pool of corporate loans 

dipped sequentially to ~Rs 87bn (1.5% of advances) - slippages from this 

pool accounted for nearly all of the corporate pro forma slippages during the 

quarter. Retail collection efficiency has been inching up even as demand 

resolution for December clocked in at 98% (vs. 94% earlier).

 Provisioning continues to haemorrhage: In line with the overarching theme 

of prudence, the bank continued to make elevated provisions, higher than 

our forecasts. Non-tax provisions were stubborn at ~Rs 46bn (+33% YoY,

~39% ahead of our estimates), driven by pro forma loan loss provisions of 

~Rs 50bn. Reported PCR now stands at ~79% (pro forma at ~74%); in 

addition, the bank holds non-specific provisions of ~Rs 119bn (2.1% of 

loans). We find (1) the current level of elevated provisions, and (2) guidance 

on the need for further ‘prudent’ provisions inconsistent with management 

narrative of benign asset quality, especially, given the already-elevated stock 

of non-specific provisions. We build LLPs of 1.9% over FY21-23E. 

Financial summary 

(Rs bn) 
3Q 

FY21 
3Q 

FY20 
YoY 
(%) 

2Q 
FY21 

QoQ 
(%) 

FY20 FY21E FY22E FY23E 

NII 73.7 64.5 14.3% 73.3 0.6% 252.1 286.7 324.7 366.4 

PPOP 61.0 57.4 6.1% 69.0 -11.6% 234.4 247.7 283.8 317.3 

PAT 11.2 17.6 -36.4% 16.8 -33.6% 16.3 65.7 121.1 152.9 

EPS (Rs) 3.6 6.2 -41.5% 5.5 -33.7% 5.8 21.5 39.6 50.0 

ROAE (%)      2.1 7.0 11.3 12.8 

ROAA (%)      0.19 0.70 1.19 1.36 

ABVPS (Rs)      268 308 350 398 

P/ABV (x)      2.30 1.99 1.74 1.55 

P/E (x)      106.7 28.6 15.4 12.3 

Change in estimates 
 

 

Rs bn 
FY21E FY22E FY23E 

Old New Chg Old New Chg Old New Chg 

Loan 6,229 6,055 -2.8% 7,083 6,883 -2.8% 8,121 7,891 -2.8% 

NIM (%) 3.5 3.6 15 bps 3.7 3.7 4 bps 3.8 3.8 -1 bps 

NII 275.5 286.7 4.1% 325.9 324.7 -0.3% 378.0 366.4 -3.1% 

PPOP 248.9 247.7 -0.4% 288.5 283.8 -1.6% 328.2 317.3 -3.3% 

PAT 76.3 65.7 -13.9% 128.0 121.1 -5.4% 163.1 152.9 -2.4% 

ABVPS (Rs) 306 308 0.7% 348 350 0.4% 396 398 0.4% 

Source: Bank, HSIE Research 

 
BUY 

 

CMP (as on 27 Jan 2021) Rs 634 

Target Price Rs 705 

NIFTY 13,968 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target Rs 739 Rs 705 

 FY21E FY22E 
EPS %   

 -13.9% -5.4% 

 

KEY STOCK DATA  

Bloomberg code AXSB IN 

No. of Shares (mn) 3,062 

MCap (Rs bn) / ($ mn) 1,940/26,599 

6m avg traded value (Rs mn) 12,182 

52 Week high / low Rs 761/285 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 24.7 46.8 (14.4) 

Relative (%) 6.6 22.5 (28.3) 

 

SHAREHOLDING PATTERN (%) 

 Sept-20 Dec-20 

Promoters 14.8 13.9 

FIs & Local MFs 22.3 21.8 

FPIs 53.5 55.3 

Public & Others 9.5 9.0 

Pledged Shares 0.0 0.0 

Source : BSE   

Pledged shares as % of total shares 
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