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BUY 

Collection efficiency in MFI portfolio improved 

 

IndusInd Bank (IIB) 
 
 Summary 

IndusInd Bank reported decline in NIMs led by interest reversal due to higher 

slippages from MFI portfolio. MFI portfolio remained flat QoQ as disbursement’s 

picked up during Q3FY25 which resulted in a loan growth of 12% YoY vs 13% YoY 

(Q2FY25). We expect credit growth at 15% CAGR (FY25-27). Deposit growth 

remains slower at 11% YoY vs 15% YoY (Q2FY25). Management guided for 

improvement in credit growth as MFI portfolio disbursements increases. MFI 

portfolio which remains key concern area reported rise in GNPA (@7.05% vs 

6.54% QoQ). Profitability was impacted by higher credit cost as NPA inch up due 

to MFI. Thus, we have revised downwards the estimates and rolled over to 

FY27E. Bank still has contingent provisions (Rs.13bn) which should provide 

cushion to P&L from MFI NPA. We maintain ‘BUY’ rating with a TP of Rs1,400 

(earlier Rs1,650) at P/ABV of 1.4x FY27E.  

Key Highlights and Investment Rationale 
 Slowdown in credit growth continues: Credit growth slowed to 12% YoY vs 

13% YoY (Q2FY25) due to lower disbursement in vehicle and MFI portfolio. 

Deposits growth declined to 11% YoY led by decline in bulk deposits.  

 Asset quality deteriorated: GNPA at 2.25% vs 2.11% QoQ; NNPA at 0.68% vs 

0.64% QoQ with PCR at 70% (vs 70% QoQ). MFI portfolio asset quality concerns 

remain with high fresh slippages. Bank maintains 2.4% loan related provisions 

which provided cushion from adverse impact on P&L. 

 NIMs declined QoQ: NIMs declined to 3.93% vs 4.08% due to interest reversal 

and mix change. Cost to Income ratio increased to 52.5% vs 52% QoQ due to 

higher employee expenses (up 44% YoY). 

 Outlook: MFI portfolio concerns have impacted the return ratios led by lower 

growth and higher credit cost. However, management guided for improvement 

in MFI next few months should bring back better parameters. 

Financial snapshot (Rs mn) 

Year FY2023 FY2024 FY2025E FY2026E FY2027E 

NII  1,75,921   2,06,159   2,13,055   2,40,999   2,70,873  

Change (yoy, %) 17% 17% 3% 13% 12% 

Net Profit  73,897  89,498   66,707   79,232   90,367  

Change (yoy, %) 60% 21% -25% 19% 14% 

EPS (Rs)  95.2  115.0   85.7  101.8  116.1  

Change (yoy, %) 60% 21% -25% 19% 14% 

ABV (Rs)  681.9  781.5  838.1  914.8  997.9  

PER (x)  10.4   8.6   11.6   9.7   8.5  

P/ABV (x)  1.5   1.3   1.2   1.1   1.0  

ROE (%)  14.4   15.2   10.2  11.1  11.6  

ROA (%)  1.7   1.8   1.2   1.3   1.3  

GNPA (%)  2.0   1.9   2.3   2.5   2.7  

NNPA (%)  0.6   0.6   0.7   0.7   0.8  

CAR (%)  17.9   17.2   16.8  16.1  15.5  
Source: IDBI Capital Research 
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Conference Call Highlights 

Loans 

 Around 80% of the new to bank customers are from granular less than Rs.20mn segments who are catered 

through a fully enabled digital lending platform specifically designed for MSME customers. 

 Many of the corporate loans are linked to floating rate loans where the loans linked to external 

benchmarked got repriced, impacting the yields. However, the risk weights on corporate loans have come 

down. 

 Unsecured business including personal loans are 6% of the total book. 

 Expect growth rate of vehicles to be in similar number as in Q3, while commercial vehicle is expected to 

grow only with the GDP.  

MFI Portfolio 

 The segment witnessed sequential improvement in disbursement driven by pent-up demand as well as 

improving eligibility of centers as well as customers.  

 The disbursement of Rs.92bn were largely in line with the repayment and thus arresting a stop drop in the 

loan book witnessed in since Mar’24. The disbursements are concentrated towards vintage customers and 

centers.  

 The bank remains cautious on the growth with disbursement well below historical run rate as well as 

customer eligibility.  

 Geographically amongst the key states, portfolio grew sequentially in Maharashtra and Odisha whereas 

de-grew in Karnataka and Uttar Pradesh. 

 The 30-90 book was stable at 4% vs 4.1% QoQ. The incremental stress in microfinance seems to be peaking 

out with reduced forward flows from DPD customers. 

 The bank slippages to remain elevated from MFI segment in Q4FY25. However, the customer base is 

showing early signs of stability. 
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Deposits 

 The bank maintained momentum in retail deposit mobilisation during the quarter with 4% QoQ and 14% 

YoY growth. The share of retail deposit as per LCR improved to 46.1% vs 44.1% QoQ. 

 The bank consciously let go of some of the non-LCR accretive wholesale deposit during the quarter and as 

a result overall deposit declined 1% QoQ. 

 CASA ratio was lower QoQ due to outflow of some short term flows such as dividend mandates. 

Asset Quality 

 Gross slippages in the corporate book were at Rs.2.81bn mainly contributed by one restructured real 

estate account which passed the DCCO deadline.  

 Contingent Provision stands at Rs.13.25bn vs Rs.15.25bn QoQ. The bank wrote MFI loans worth Rs.3.44bn 

vs Rs.730mn QoQ. 

 Around Rs.1.6bn of contingency buffer were utilised towards MFI portfolio and Rs.0.4bn towards the 

corporate account. 

 Collection efficiency in Karnataka is down by 1% as visible in the early stress. 

Guidance 

 The bank will continue to scale up retail assets at faster pace with focus on improving diversification of the 

overall loan book with increasing the retail secured mix. 

 The bank expects reduction in forward flows from other retail book in the upcoming quarters. 

 The bank would like to bring down the share of MFI to around 8-10% of the loan portfolio. 

 The bank wants to bring the share of BFIL+2 lenders to 95-98% from 86% currently. 

 The microfinance industry is expected to grow 15-16% in the medium term. 

 Slippages from tractor may remain higher in the upcoming quarters. However, the bank operates on 15% 

interest + 2% other income on transactions which should offset the impact. 

 Slippages in the PV segment is expected to moderate in Q4. Interest rate on PV loans is 18%. 

 Expect vehicle finance disbursements to be around Rs.135bn in Q4. 
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Other Highlights 

 The digital banking offering INDIE is now open to all customers of the bank as the upgraded digital 

application, and it is seeing positive trend among the early adopters. 

 The lower NIMs were due to rundown in the microfinance book was offset by strong other income and 

cost control. 

 The yield on advances was impacted due to lower average balance for Microfinance and EBLR repricing. 

The cost of fund was subsequently higher due to increase in cost of deposit and higher borrowings. 
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Exhibit 1: Quarterly Snapshot (Rs mn) 

Year-end: March Q3FY25 Q3FY24 Q2FY25 YoY (%) QoQ (%) 

Interest Income 1,28,008 1,15,723 1,26,869  10.6  0.9  

Interest Expenses 75,727 62,766 73,390  20.6  3.2  

Net Interest Income 52,281 52,956 53,479  (1.3)  (2.2) 

NIM (%) 3.93 4.29 4.08 -36 bps -15 bps 

Non-Interest Income 23,550 23,959 21,850  (1.7) 7.8  

Operating Income 75,831 76,915 75,328  (1.4) 0.7  

Staff Cost 14,828 10,267 15,049  44.4   (1.5) 

Other Op Exp 24,997 26,626 24,275  (6.1) 3.0  

Total Operating Expenses 39,825 36,893 39,324 7.9  1.3  

Cost to Income (%) 52.5 48.0 52.2 455 bps 31 bps 

Operating Profit 36,007 40,022 36,004  (10.0) 0.0  

Provisions 17,436 9,342 18,201  86.6   (4.2) 

PBT 18,570 30,680 17,803  (39.5) 4.3  

Tax 4,547  7,701  4,485   (41.0) 1.4  

-effective tax rate 24.5 25.1 25.2 -62 bps -71 bps 

PAT 14,024 22,979 13,319  (39.0) 5.3  

EPS (Rs) 18.0 29.5 17.1  (39.1) 5.3  

BV (Rs) 606.5 781.5 843.4  (22.4)  (28.1) 

Deposits 40,94,380 36,87,930 41,23,968  11.0   (0.7) 

Advances 36,68,890 32,70,570 35,71,586  12.2  2.7  

Source: Company; IDBI Capital Research 
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Exhibit 2: ROE Decomposition 

(%) FY23 FY24 FY25E FY26E FY27E 

NII 4.1 4.2 3.9 4.0 3.9 

Fees 1.9 1.8 1.7 1.7 1.7 

Other Income 0.0 0.1 0.1 0.0 0.0 

Net Revenue 6.0 6.2 5.7 5.7 5.7 

Op.Exp 2.7 2.9 3.0 3.0 3.0 

Op.Profit 3.3 3.2 2.7 2.8 2.7 

Provisions 1.0 0.8 1.1 1.0 0.9 

PBT 2.3 2.5 1.7 1.7 1.7 

Tax 0.6 0.6 0.4 0.4 0.4 

PAT 1.7 1.8 1.2 1.3 1.3 

Leverage (x) 8.4 8.3 8.3 8.5 8.9 

ROE 14.4 15.2 10.2 11.1 11.6 

Source: Company; IDBI Capital Research 
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Exhibit 3: One-year forward P/ABV (FY14-19) 

 

Source: Company; IDBI Capital Research 

Exhibit 4: One-year forward P/ABV (15-25) 

 

Source: Company; IDBI Capital Research 
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Exhibit 5: Advances growth slowed down due to lower MFI growth 

 

Source: Company; IDBI Capital Research 

 

Exhibit 6: Slippage ratio increased QoQ. 

 

Source: Company; IDBI Capital Research 
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Exhibit 7: Net Interest margin declined on a QoQ basis 

 

Source: Company; IDBI Capital Research 

 

Exhibit 8: Asset quality deteriorated QoQ. 

 

Source: Company; IDBI Capital Research 
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Exhibit 9: Deposits growth slowed down sequentially 

 

Source: Company; IDBI Capital Research 

 

Exhibit 10: CASA per Branch  Exhibit 11: Deposit per Branch 

 

 

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 12: Branch addition trajectory Exhibit 13: Branch addition declined during the qtr 

 
 

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 

 

Exhibit 14: Return on Assets were stable on a 
sequential basis 

Exhibit 15: Cost to Income Ratio inched up QoQ 

  

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 16: Cost of Deposits inched up sequentially Exhibit 17: Yield on Advance declined during the 
quarter 

  

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 

 

Exhibit 18: Return on Equity remained stable on a 
sequential basis in line with ROA 

Exhibit 19: Credit cost inched up significantly on 
QoQ basis 

 

 

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 20: Cost to Assets increased sequentially Exhibit 21: Capital adequacy ratio were stable 

 

 

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 23: Composition of Advances (%) 

Product Wise Advances (%) Q3FY25 Q3FY24 Q2FY25 YoY (%) QoQ (%) 

Commercial vehicle loans  9.5   9.7   9.6  -25 bps -8 bps 

Utility vehicle loans  7.8   7.5   7.7  32 bps 16 bps 

Small CV  1.1   1.2   1.1  -6 bps 0 bps 

2Wheeler loans  1.4   1.6   1.4  -14 bps 7 bps 

Tractor  2.2   2.9   2.3  -71 bps -11 bps 

Equipment financing  3.4   3.4   3.3  3 bps 9 bps 

Credit Cards  3.0   3.1   3.1  -15 bps -8 bps 

LAP  3.3   3.2   3.2  7 bps 7 bps 

PL/MA/BL/AHL/Others  8.1   6.7   7.8  139 bps 32 bps 

Business Banking  4.8   4.9   4.9  -2 bps -6 bps 

Micro Finance  8.9   10.9   9.2  -206 bps -29 bps 

Corporate Banking  46.4   44.8   46.5  158 bps -11 bps 

Total 100 100 100   
 

Source: Company; IDBI Capital Research 

 

Exhibit 24: Statement of Standard Assets & Other Provisions 

Product Wise Advances (In Mn) Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 

Specific Provision 42,800  44,320  46550 49620 52870 58090 

Floating Provisions  700   700   700  700 700 700 

Standard Contingent Provisions 15,200  13,000  10000 10000 15250 13250 

Standard Asset Provisions 13,970  14,400  14850 15050 15300 15880 

Loan Related Provisions 72,670  72,420  72100 75370 84120 87920 

Provision Coverage Ratio (%) 71 71 71 71 70 70 

Total loan related Provisions (% of GNPA) 118 114 108 106 110 105 
 

Source: Company; IDBI Capital Research 
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Financial Summary 

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25E FY26E FY27E 

Net interest income  1,50,008   1,75,921   2,06,159   2,13,055   2,40,999   2,70,873  

    Change (yoy, %) 11% 17% 17% 3% 13% 12% 

Fees 68,049  81,858  88,853  90,545   1,02,410   1,17,772  

Other Income  4,664   -195  5,025  2,748  3,013  3,402  

Net Revenue  2,22,721   2,57,585   3,00,038   3,06,348   3,46,423   3,92,046  

Operating expenses 95,593   1,14,120   1,42,635   1,60,004   1,78,934   2,05,835  

Employee expenses 24,883  30,305  38,953  54,972  60,138  69,220  

Other expenses 70,709  83,815   1,03,682   1,05,032   1,18,796   1,36,615  

Pre-Provision Profit  1,27,129   1,43,465   1,57,403   1,46,344   1,67,489   1,86,211  

    Change (yoy, %) 8% 13% 10% -7% 14% 11% 

Provision  65,392   44,868  37,987   57,199   61,607   65,447  

PBT  61,737   98,596  1,19,415   89,144   1,05,882   1,20,763  

Taxes  15,625   24,699  29,918   22,438   26,651   30,396  

    Effective tax rate (%) 25% 25% 25% 25% 25% 25% 

Net profit 46,111  73,897  89,498  66,707  79,232  90,367  

    Change (yoy, %) 63% 60% 21% -25% 19% 14% 

EPS  59.5   95.2  115.0   85.7  101.8  116.1  

Return on Equity (%)  10.1   14.4   15.2   10.2  11.1  11.6  

Return on Assets (%)  1.2   1.7   1.8   1.2   1.3   1.3  
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Balance Sheet   (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25E FY26E FY27E 

Capital  7,747   7,759  7,783   7,783   7,783   7,783  

Reserves  4,69,226   5,38,458  6,20,188   6,71,328   7,34,993   8,09,794  

Networth  4,76,972   5,46,217  6,27,971   6,79,111   7,42,777   8,17,577  

Deposits  29,36,813   33,64,381  38,47,929   42,25,557   48,54,308   55,77,371  

   Current deposits  3,68,389   5,09,179  4,71,966   6,33,834   7,28,146   8,36,606  

   Saving deposits  8,88,256   8,41,284  9,86,763   10,56,389   12,13,577   13,94,343  

   Term deposit  16,80,168   20,13,918  23,89,201   25,35,334   29,12,585   33,46,423  

Borrowings  4,73,232   4,90,112  4,76,114   5,27,261   6,55,294   8,01,371  

Other liabilities  1,32,728   1,77,330  1,97,337   2,22,907   2,07,359   1,87,584  

Total Liab. & Equity  40,19,746   45,78,042  51,49,351   56,54,836   64,59,738   73,83,904  

       

Cash  6,82,745   5,65,112  3,68,016   3,99,734   4,59,465   5,28,156  

Advances  23,90,515   28,99,237  34,32,983   38,10,611   43,82,202   50,39,533  

Investments  7,09,708   8,31,162  10,65,267   11,32,878   12,77,491   14,43,795  

Fixed Assets  18,487   19,926  21,977   24,395   24,639   24,885  

Other Assets  2,18,291   2,62,604  2,61,108   2,87,219   3,15,941   3,47,535  

Total assets  40,19,746   45,78,042  51,49,351   56,54,836   64,59,738   73,83,904  
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Financial Ratios   (%) 

Year-end: March FY22 FY23 FY24 FY25E FY26E FY27E 

Growth       

Deposits  14.6   14.6  14.4  9.8   14.9   14.9  

Advances  12.4   21.3  18.4  11.0   15.0   15.0  

NII  10.9   17.3  17.2  3.3   13.1   12.4  

Pre-Provision Profit 8.4   12.9   9.7  (7.0)  14.4   11.2  

Net Profit  62.6   60.3  21.1   (25.5)  18.8   14.1  

Spreads       

Yield on Assets 8.9  9.3  10.4  10.4   10.4   10.4  

Cost of Funds 4.7  5.0   5.9  6.3  6.2  6.3  

NIM 4.2  4.4   4.5  4.2  4.2  4.1  

CASA  42.8   40.1  37.9  40.0   40.0   40.0  

Operating Efficiency       

Cost-to-Income  42.9   44.3  47.5  52.2   51.7   52.5  

Cost-to-Assets 2.5  2.7   2.9  3.0  3.0  3.0  

Asset Quality       

GNPA 2.3  2.0   1.9  2.3  2.5  2.7  

NNPA 0.7  0.6   0.6  0.7  0.7  0.8  

Provision Coverage  71.0   69.4  69.5  69.7   71.7   69.5  

Credit Cost 2.9  1.7   1.2  1.6  1.5  1.4  

Capital Adequacy       

CAR  18.4   17.9  17.2  16.8   16.1   15.5  

Tier I  16.8   16.4  15.8  15.9   15.2   14.5  

Valuation       

EPS  60   95  115   86   102   116  

ABV  606   682  782   838   915   998  

P/E  16.7   10.4   8.6  11.6  9.7  8.5  

P/ABV 1.6  1.5   1.3  1.2  1.1  1.0  

ROE  10.1   14.4  15.2  10.2   11.1   11.6  

ROA 1.2  1.7   1.8  1.2  1.3  1.3  

RORWA 1.6  2.3   2.5  1.6  1.6  1.6  

Source: Company; IDBI Capital Research 
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