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ICICI Bank (ICIBAN) is India’s second largest bank and the largest among private banks
with total assets of about INR 4.9tn as of September 2012. The bank has a network of
over 2770 branches and over 10,000 ATMs. The bank’s focus is on retail lending with
retail financing representing 35% of total loans and advances while International and
corporate are the new growth drivers. The bank holds near market leadership in almost
all its businesses including mortgages, auto loans, commercial vehicle loans, life
insurance, general insurance, and asset management. Its subsidiaries ICICI venture
funds, Pru ICICI AMC, ICICI securities, ICICI prudential, and ICICI Lombard are amongst

the leading companies in their respective fields.

INVESTMENT THEME

QUICK DATA

Face Value (Rs) 10.0
Div. Yield (%) 1.5
No of shares (‘'mn) 1149.5

52 week High/Low(Rs) 1149 /641

NSE Symbol ICICIBANK
BSE Code 532174
Edel Code ICIBAN
Market cap (Rs. bn.) 1292.9

SHAREHOLDING PATTERN (%)

e We believe that the current stage of economic growth in India, where savings
and capital formation are at ~34% of GDP, offers serious opportunities in
financial intermediation. Core to our hypothesis is our belief that, over the next
ten years nominal GDP (excluding agriculture) is expected to grow at ~13%, and
revenues from the financial services sector (which would lead this growth) are
expected to grow at 22% to Rs. 266.4 trillion by FY20E.

e ICICI Bank’s 4C (Cost, Credit, CASA, Capital) strategy is on track and, in fact, well
ahead of our expectations. The bank’s business model has emerged fitter and
leaner through aggressive cost control. Structurally, improving the liability
profile was the cornerstone of management’s consolidation strategy—low-cost
deposits improved to ~40% and will be maintained at 33-35%. A big positive
has emerged on the asset quality front, where NPL formation is declining;

reinforcing that worst of retail NPL cycle is behind us.

e In FY13, we expect the bank to grow its domestic book in line with the system;
overall loan book growth is likely to settle at ~15-18%. Higher share from high-
margin domestic business, coupled with further traction on CASA could boost
margin in FY13 to 2.9%. Moreover, ICIBAN is adequately capitalised with CAR
above 12.8%, it has one of the highest capital adequacy ratio’s (CAR 18%) in
the sector that can be deployed to ramp up business as the economic scenario

improves.

Promoters -
MFs, Fls & Banks 26.8
Flls 35.8
Others 37.4
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Sector Rating  BFSI — Overweight

GROWTH METRICS (%)

Year to March FY12 FY13E FY14E

Net Interest

Income Growth 19 276 154
Fees Growth 41 7.6 12.8
PAT Growth 25.5 22.0 13.9
EPS Growth 254 22.0 139




e [CIBAN has best in class retail liability franchise. Around 40.7% of its deposits
comprise low-cost current account and savings account (CASA) deposits, which
collectively enable the bank to contain its deposit costs. AXIBAN has decent
asset quality, with net NPA at 0.8%, restructured advances at 1.5% & provision

coverage at 79%.

e We believe ICIBAN a better play on capital market revival, given its strong
franchise, leadership positioning and quality management. We like the bank for
its strong credit & fee income, best in class liability franchise and decent asset
quality. The stock trades at 1.8x FY14 P/ABV — 55% discount to HDFCB —
attractive given it is expected to deliver RoAs of 1.7%, RoEs of ~15% and is well

positioned to capture maximum upside to improvement in macros.

INVESTMENT RISKS

e Main risks for ICICI is NPA risk due to its low cumulative provisions. With ~40%
of retail asset book, it is vulnerable to system-wide deterioration in the quality
of retail assets. Moreover, share of non-collateralized assets in retail assets
bring in more risk to the bank’s balancesheet. Sharp increase in interest rates

can affect the margins, as its deposit mix has higher share of bulk deposits.

OUTLOOK AND VALUATIONS

After delivering stable asset quality performance, the bank is targeting LLP at 75bps. It
continues to hold on to the domestic advance growth of 20% (15-20% in retail) and
flat-to-negative overseas advances. Cost/income will be sustained closer to 40% and
CASA at 38-40%. Led by 18% CAGR in earnings on the back of a 15% loan growth and
2.9% margin, we expect core ROA/core RoE to come in at 1.7%/15%. On our FY13E and
FY14E EPS estimate of Rs. 68.4 and Rs. 77.9, the stock is currently trading at a P/E of
16.6x and P/BV of 2.0x on FY13E basis and at a P/E of 14.6x and P/ABV of 1.8x on FY14E
basis. Given these attractive valuations and its growth prospects, we believe the stock

offers upside potential in the near term.



EDELWEISS RATIOS - COMPARATIVE VALUATIONS

Company ICICI Bank Axis Bank HDFC Bank Kotak Mah. Bank
1 Wk Price performance (%) (1.2) (2.9) (0.4) (2.2)
3 M Price performance (%) 17.0 39.6 15.7 12.0
PE (x) 17.7 13.8 32.2 25.2
Price to Book Value (x) 2.1 2.5 5.4 3.8
FINANCIAL SNAPSHOT
Year to March (Rs. mn) FY12 FY13E FY14E
Net revenue 182,369 220,935 252,326
Operating expense 78,504 91,299 105,427
- Employee exp 35,153 42,447 51,255
- Other opex 43,352 48,852 54,173
Preprovision profit 103,865 129,636 146,899
Provisions 15,891 23,027 25,474
Loan loss provisions 9,932 23,027 25,474
Investment depreciation 4,132 - -
Profit before tax 87,973 106,610 121,425
Provision for tax 23,321 27,719 31,570
Profit After Tax 64,653 78,891 89,854
Diluted EPS (INR) 56.1 68.4 77.9
Diluted P/E (x) 20.2 16.6 14.6
Adjusted Book Value (Rs.) 524 574 633
P/BV (x) 2.2 2 1.8
ROAE (%) 11.2 12.5 12.9
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Disclaimer:

This document has been prepared by Edelweiss Financial Advisors Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated
investment banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities.
This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Specifically,
this document does not constitute an offer to or solicitation from any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any
transaction to any U.S. person. The information contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is
accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall not be in any way responsible for any loss or damage
that may arise to any person from any inadvertent error in the information contained in this report. This document is provided for assistance only and is not intended to be
and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document
should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The investment discussed or views
expressed may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short
positions in, and buy or sell the securities and/or derivatives thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and/or derivatives and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other potential conflict of interest with
respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely for your information. This
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any
purpose. 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 Edelweiss and affiliates/ group
companies to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and
persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in this document is as of the
date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. Edelweiss reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Edelweiss is under no
obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent recommendation to its client and
would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, group companies, directors, employees, agents
or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in
connection with the use of the information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in this
document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Edelweiss Financial Advisors
Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations
or views expressed in this report. Please note that Mutual Fund Investments are subject to market risks, read the offer document carefully of the respective schemes before
investing for full understanding and detail. Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives, Commodities or other
instruments. The information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original artwork, concepts and other
Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any form or for any purpose whatsoever by any party without the express
written permission of the copyright holders.

The contents of this Research Report are intellectual property rights of Edelweiss Financial Advisors Limited. All rights reserved.



