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Company Overview  
IndusInd Bank Limited is a Mumbai based private bank established in 1994. The bank of-
fers commercial, transactional and electronic banking products and services. IndusInd Bank 
was inaugurated in April 1994 by then Union Finance Minister Manmohan Singh and is the 
first among the new-generation private banks in India. The Bank is engaged in granting 
loans to various segments, such as industries and businesses, and retail loans; financing a 
range of vehicles or equipment to individuals, and priority sector lending. The Bank's seg-
ments include Treasury, Corporate/Wholesale Banking, Retail Banking and Other Banking 
Operations. The Treasury segment includes investment portfolios, profit or loss on sale of 
investments,foreign exchange transactions, equities, income from derivatives and money 
market operations. The Corporate/Wholesale and retail Banking segment includes lending 
to and deposits from corporate as well as retail customers.  
 
Investment Rationale  
Exposure to stressed accounts at comfortable levels 
Recently Indusind bank’s management stated that the exposure to the recent additions of 
stressed assets (including three groups in media, diversified and housing finance sector) 
was at ~1.1% of total advances down from 1.67% of total advances earlier. The levels are 
comfortable but the same exposure is expected to get down to 0.8% by October 2019 
through repayments. Additionally, exposure to Indiabulls Real Estate is at 0.45% and In-
diabulls Housing is at 0.27%.  
 
Credit book showed strong growth despite auto slowdown 
Contrasting the inherent slowdown in the underlying auto sales, its credit growth saw a 
moderation of 21% YoY growth led by degrowth in corporate book due to some factors 
such as slowdown in auto and subdued microfinance growth. On quarterly basis, consumer 
finance book grew 3.5% while growth in corporate book remained flat. Therefore we expect 
the credit growth to grow 22% during FY20-21E.  
 
Net Interest Margin to augur well in long run  

In Q2FY20, NIMs came in at 4.1%, a growth of 5 basis points on a QoQ basis. This was 
mainly led by a steep fall of 16 basis points QoQ in the cost of deposits. Along with NIMs, 
the yields also grew 4 basis points QoQ even though slippages came in high. Going ahead, 
NIMs are expected to expand from these levels led by a (i) downward trend in the cost of 
funds and interest rates (ii) A large fixed rate book and (iii) an increasing share of high 
yielding unsecured loans. With these factors playing to the benefit of the company, NIMs 
are expected to touch 4.4% by FY22E.  
 
Valuation and Outlook 
IndusInd bank being an established player in banking domain has been witnessing a steady 
operational performance led by healthy NII growth and other income growth. With the 
downside risk limited coupled with only 2% of loan book being exposed to stressed ac-
counts (media, diversified and housing finance), a sense of comfort is derived. All these 
factors contribute towards our positive view towards the ban. On valuation front, we there-
fore recommend a BUY rating on the bank assigning a P/BV multiple of 2.9x of FY21 book 
value implying a target price of INR 1704.   
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Source: Company, BP Equities Research 

Key Financials 

YE March (Rs. mn)  FY17   FY18   FY19   FY20E   FY21E  

Net Interest Income 60,626  74,974  88,462  118,320  146,065  

Revenue Growth (Y-oY) 34.0% 23.7% 18.0% 33.8% 23.4% 

Pre-Provisioning Profits 54,510  66,561  80,876  105,451  131,240  

Growth (Y-o-Y) 32.0% 22.1% 21.5% 30.4% 24.5% 

Net Profit 28,679  36,060  33,005  60,103  81,123  

Net Profit Growth (Y-o-Y) 25.0% 25.7% (8.5%) 82.1% 35.0% 

EPS 48.0  60.1  54.8  86.7  117.1  

Diluted EPS Growth (Y-o-Y) 25.0% 25.3% (8.8%) 58.4% 35.0% 

Key Ratios 

NIM (%) 3.4% 3.4% 3.2% 3.5% 3.7% 

ROA (%) 1.6% 1.6% 1.2% 1.8% 2.0% 

RoE (%) 14.3% 15.5% 12.7% 16.5% 18.9% 

BV per Share (Rs.) 338.7  391.0  435.3  483.0  580.0  

Valuation Ratios 
P/E (x) 30.1x 24.0x 26.4x 16.6x 14.6x 
P/BV (x) 4.3x 3.7x 3.3x 3.0x 2.9x 
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Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadver-
tent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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