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BSE SENSEX S&P CNX   CMP: INR862 TP: INR800 (-7%) Neutral 
83,239 25,405 

 

 
 

Bloomberg IIB IN 

Equity Shares (m) 779 

M.Cap.(INRb)/(USDb) 671.9 / 7.9 

52-Week Range (INR) 1499 / 605 

1, 6, 12 Rel. Per (%) 4/-19/-45 

12M Avg Val (INR M) 7180 

Free float (%) 84.9 
 

Financials & Valuation (INR b) 

Y/E MARCH FY25 FY26E FY27E 

NII 190.3 180.0 207.9 

OP 106.6 97.3 114.0 

NP 25.8 30.8 43.5 

NIM (%) 3.6 3.1 3.3 

EPS (INR) 33.1 39.5 55.8 

EPS Gr. (%) -71.4 19.6 41.2 

BV/Sh. (INR) 830 864 909 

ABV/Sh. (INR) 801 836 883 

Ratios       

RoA (%) 0.5 0.5 0.7 

RoE (%) 4.0 4.7 6.3 

Valuations       

P/E (X) 26.0 21.7 15.4 

P/BV (X) 1.0 1.0 0.9 

P/ABV (X) 1.1 1.0 1.0 
 

Shareholding pattern (%) 

As On Mar-25 Dec-24 Mar-24 

Promoter 15.1 15.1 15.1 

DII 35.0 39.7 26.3 

FII 32.8 30.3 45.0 

Others 17.1 15.0 13.6 

FII Includes depository receipts 

 

Stock’s performance (one-year) 

 
 

 

 

 Operating performance to recover gradually; estimate ~1% 
RoA by FY28 
Business growth to remain under pressure in the near term 
 

 IndusInd Bank (IIB) has witnessed a steep decline in operating performance due 

to asset quality issues and accounting discrepancies. While the bank has 

recognized the due impact from these abnormalities, pressure on margins and 

elevated provisioning will continue to suppress near-term earnings. 

 The continued unwind and ongoing challenges in the MFI business are likely to 

keep business growth muted in the near term. We expect a gradual recovery 

from 2QFY26 onwards, with momentum strengthening further into FY27. We, 

thus, estimate loan and deposit growth to remain tepid at ~6.5-7% YoY each for 

FY26E. 

 The bank reported a normalized margin of 3.47% for 4QFY25. We expect NIMs 

to contract further, reflecting the transmission of rate cuts and a continued 

decline in the mix of high-yielding assets. However, NIMs are likely to stabilize 

from 2QFY26 onwards, as the SA rate cut takes full effect and the benefits of 

deposit repricing materialize amid a sharp decline in bulk deposit costs. 

 IIB’s profitability has undergone a reset, with RoA expected to remain subdued 

at 0.5% in FY26 and gradually recover to ~1% by FY28, reflecting a slow and 

steady climb following the FY25 disruptions. 

 According to media reports, the bank has submitted three names to the RBI for 

consideration: Mr. Rajiv Anand, Mr. Rahul Shukla, and Mr. Anup Saha (refer 

Exhibit 1 for a detailed overview). We await further clarity on the appointment 

of the new CEO and the strategic direction under their leadership, which will 

help provide better visibility on the bank’s growth outlook and overall strategy. 

 Given the ongoing uncertainties and continued softness in operating 

performance, we reiterate our Neutral rating. However, we take off the bear 

case multiples previously attributed to the stock due to heightened irregularities 

and lack of confidence in the reported numbers, even as our earnings estimates 

remain broadly unchanged.  

 We revise our TP to INR800 (vs INR650 earlier) based on 0.9x FY27E ABV. 
 

Loan growth to remain modest; estimate 7% YoY growth in FY26  

IIB reported a weak trend in loan growth as the focus remained on maintaining 

adequate liquidity amid the challenges posed by several accounting 

discrepancies. The bank, thus, reported a flattish trend in advances (0.5% YoY 

growth) over FY25, while the loan book declined 6% QoQ in 4QFY25. We 

estimate the loan book to contract further in the near term, led by ongoing 

challenges and a difficult business environment (MFI, moderation in vehicle 

business). In 4QFY25, the bank resorted to liquidating assets from its 

corporate book to bolster liquidity levels. This trend of corporate book 

liquidation is expected to continue into 1QFY26 as well. We anticipate a 

gradual recovery in loan growth thereafter, with FY26 loan growth estimated 

at ~7% YoY, subsequently recovering to a 12% CAGR over FY26-28. We remain 

cautious about the bank’s growth strategy and await further clarity on loan 

growth following the management change. 
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Bank to retire high-cost liabilities; near-term growth to remain muted 
IIB faced significant challenges with its liability franchise, resulting in the bank raising 

a higher mix of bulk deposits and CDs. With advances growth remaining under 

pressure and interest rates moderating sharply, the bank aims to unwind some of its 

high-cost bulk deposits. It has also reduced TD/SA rates to manage overall funding 

costs. We, thus, estimate deposit growth to remain soft at 6.5% in FY26, recovering 

gradually to 10.5% by FY27. With an increased focus on mobilizing retail deposits, 

CASA growth is expected to outpace total deposits, growing at 9.4% in FY26 and 

~12.5% in FY27, resulting in a stable mix of retail deposits. 

 

Near-term NIMs to remain under pressure; recovery likely from 2H onwards 
IIB’s margins are expected to remain under pressure in the near term, primarily due 

to the transmission of recent repo rate cuts, continued pressure in high-yielding 

segments (MFI), and moderation in vehicle business growth. Adjusted NIMs in 

4QFY25 fell sharply to 3.47%, with reported figures at just 2.25% owing to several 

one-offs. We estimate a further 25bp contraction in margins during 1QFY26, with 

NIMs likely to settle at around 3.2-3.3%. We expect NIMs to stabilize from 2QFY26 

onwards, as the savings account rate cuts implemented in June begin to reflect, 

along with the benefits of deposit repricing amid a sharp decline in bulk deposit 

costs. A clearer loan growth strategy and deployment of surplus liquidity may 

further support margin normalization in the second half. Thus, we estimate NII to 

grow at an 8.7% CAGR over FY25-28. 

 

Credit costs to remain elevated; normalcy in MFI business to drive gradual 
easing 
Credit costs are likely to remain elevated in the near term, driven by higher 

slippages, mainly from the MFI and select retail segments. In 4QFY25, total slippages 

surged to INR50.1b, with MFI alone contributing over INR35b, and this trend is 

expected to remain elevated in 1Q as well. The deterioration reflects industry-wide 

stress, inaccurate classification-related reversals, and specific challenges such as 

developments in Karnataka. While the Corporate and Vehicle Finance portfolios 

remain relatively stable, the bank expects MFI-related stress to persist through 

1HFY26 before gradually tapering off. As a result, overall credit costs for FY26 are 

expected to remain elevated, despite stable trends outside the MFI book. We expect 

overall credit costs at 155bp/140bp over FY26/27. 
 

Profitability undergoes reset; RoA to recover to 1% by FY28  
FY25 marked a difficult year for IIB, as profitability was marred by several 

discrepancies. While the bank has already provided for the anomalies and 

recognized their due impacts in 4QFY25 results, the recovery hereon is expected to 

be gradual. The mix of high-yielding segments is likely to moderate further, and a 

cautious approach will result in measured business and revenue growth. 

Consequently, FY26 is expected to remain modest, with business growth lagging 

behind the system. RoA is, therefore, expected to remain suppressed at ~0.5% in 

FY26, gradually recovering to ~1% by FY28. 
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Valuation and view: Reiterate Neutral with a revised TP of INR800 
IIB has witnessed a steep decline in operating performance due to asset quality 

issues and accounting discrepancies. While the bank has recognized the due impact 

from these abnormalities, near-term pressure on margins and elevated provisioning 

are likely to continue suppressing RoA recovery in the near term. The bank also 

utilized its contingent buffer during 4QFY25, while the upcoming implementation of 

ECL could add to credit cost pressures in the coming years. On a positive note, the 

names of three seasoned private sector bankers have been submitted to the RBI for 

consideration (according to media reports; refer to Exhibit 1). Clarity on the 

appointment of the new CEO and the strategic direction under their leadership will 

be key to providing better visibility on the bank’s growth outlook and overall 

strategy. Given ongoing uncertainties and continued softness in operating 

performance, we reiterate our Neutral rating. However, we take off the bear case 

multiples previously attributed to the stock due to heightened irregularities and 

lack of confidence in the reported numbers, even as our earnings estimates 

broadly remain unchanged. We revise our TP to INR800 (vs INR650 earlier) based 

on 0.9x FY27E ABV.  
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  STORY IN CHARTS 
 

Exhibit 1: Overview of potential CEO candidates submitted to RBI by the bank, as reported by the media 

Name Current/Past Role 
Years of  
Industry  

Experience 
Past Experience 

Educational 
Background 

Mr. Rajiv Anand 
Deputy Managing 
Director, Axis Bank 

Over  
35 years 

 Founding MD & CEO, Axis Asset Management 
(2009–2013) 

 President (Retail Banking), Axis Bank (2013–
2018) 

 Head (Wholesale Banking), Axis Bank (2018–
2021) 

 Member, Axis Bank Board (since 2013) 

B.Com; Chartered 
Accountant 

Mr. Rahul Shukla  

Executive Vice President, 
HDFC Bank (Group Head 
– Commercial & Rural 
Banking) 

Over  
30 years 

 Head, Corporate & Business Banking, HDFC 
Bank (Mar 2018–present) 

 25+ years at Citibank (culminating as the Head 
of Corporate Bank, South Asia) 

B.Tech (IIT BHU, Varanasi); 
PGDM (IIM Bangalore) 

Mr. Anup Saha 
Managing Director, Bajaj 
Finance (effective Apr’25) 

25 years 
(in financial 

services) 

 Deputy Managing Director, Bajaj Finance 
(2017–2025) 

 Senior General Manager, ICICI Bank (Head – 
Retail Lending businesses including home 
loans, credit cards, etc.) 

 Director, ICICI Prudential Life Insurance 

B.Tech (IIT Kharagpur); 
MBA (IIM Lucknow) 

 

Source: MOFSL, Media reports 

 
Exhibit 2: Deposits growth declined to ~7% YoY in 4QFY25  

 
Source: MOFSL, Company 

Exhibit 3: Deposits to post ~9.8% CAGR over FY25-28 

 
Source: MOFSL, Company 

 
Exhibit 4: Mix of retail deposits stable at ~45% in FY25 

 
Source: MOFSL, Company 

Exhibit 5: LCR ratio steady at 118% in FY25 

 
Source: MOFSL, Company 
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Exhibit 6: Loan growth declined by sharp 6% QoQ in 4QFY25 

 
 

Exhibit 7: Est. loan growth at ~10.3% CAGR over FY25-28  

 
 

 

Exhibit 8: Corporate book unwinding amid liquidity issue 

 
 

Exhibit 9: Consumer book also declined amid MFI stress 

 
 

 

Exhibit 10: Consumer finance loan mix as of FY25: Vehicle 

Finance/MFI constitutes 47%/15%, respectively 

 
 

Exhibit 11: MFI growth saw a decline; vehicle financing 

growth moderated 

 
 

 

Exhibit 12: Cost of deposits/funds declined marginally in 
4QFY25 

 
Source: MOFSL, Company 

Exhibit 13: Yields on both Corporate and Consumer book 
declined in 4QFY25 
 

 

*CoF on a calculated basis                              Source: MOFSL, Company 
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Exhibit 14: Retail slippages rise sharply in 4QFY25  

 
Source: MOFSL, Company 

Exhibit 15: Corporate slippages remain contained 

 
Source: MOFSL, Company 

 
Exhibit 16: PPOP to provision moderated sharply; expect 

mild recovery in upcoming years 

 
Source: MOFSL, Company 

Exhibit 17: RoA to sustain at ~0.5% in FY26; gradual recovery 

to ~1.0% by FY28 

 
Source: MOFSL, Company 

 
Exhibit 18: One-year forward P/B 

 
Source: MOFSL, Company 

Exhibit 19: One-year forward P/E 

 
Source: MOFSL, Company 
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Exhibit 20: DuPont Analysis: Return ratios to recover at a calibrated pace 

Y/E March (%) FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Interest Income 8.06 8.46 9.40 9.10 8.43 8.48 8.50 

Interest Expense 4.14 4.37 5.17 5.54 5.29 5.14 4.97 

Net Interest Income 3.92 4.09 4.24 3.56 3.14 3.34 3.52 

Core Fee Income 1.77 1.89 1.85 1.35 1.53 1.57 1.61 

Trading and others 0.16 0.02 0.08 0.09 0.09 0.10 0.10 

Non Interest income 1.92 1.90 1.93 1.44 1.62 1.67 1.71 

Total Income 5.84 5.99 6.17 5.00 4.77 5.02 5.24 

Operating Expenses 2.43 2.64 2.91 3.00 3.07 3.18 3.24 

 - Employee cost 0.91 0.97 1.10 1.13 1.15 1.19 1.21 

 - Others 1.53 1.67 1.80 1.88 1.92 1.99 2.03 

Operating Profit 3.41 3.35 3.26 1.99 1.70 1.83 2.00 

Core operating Profits 3.25 3.34 3.18 1.91 1.60 1.73 1.89 

Provisions 1.73 1.04 0.80 1.33 0.98 0.90 0.71 

NPA 1.08 0.90 0.63 1.33 0.97 0.88 0.68 

Others 0.64 0.14 0.16 0.00 0.01 0.02 0.03 

PBT 1.68 2.31 2.46 0.66 0.72 0.93 1.29 

Tax  0.43 0.58 0.62 0.18 0.18 0.23 0.32 

RoA 1.26 1.73 1.85 0.48 0.54 0.70 0.97 

Leverage (x) 8.4 8.4 8.3 8.4 8.7 9.0 9.4 

RoE 10.6 14.5 15.3 4.0 4.7 6.3 9.1 
 

Source: MOFSL, Company 
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Financials and valuations 
 

Income Statement             (INRb) 

Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Net Interest Income 150.0 175.9 206.2 190.3 180.0 207.9 244.3 

  -growth (%) 10.9 17.3 17.2 -7.7 -5.4 15.5 17.5 

Non Interest Income 73.4 81.7 94.0 76.9 93.1 104.2 118.8 

Total Income 223.5 257.6 300.1 267.2 273.1 312.2 363.1 

  -growth (%) 11.6 15.3 16.5 -11.0 2.2 14.3 16.3 

Operating Expenses 93.1 113.5 141.5 160.6 175.7 198.1 224.7 

Pre Provision Profits 130.3 144.2 158.6 106.6 97.3 114.0 138.5 

  -growth (%) 9.8 10.6 10.0 -32.8 -8.7 17.2 21.4 

Core PPoP 124.4 143.5 154.6 101.9 91.9 107.8 131.3 

  -growth (%) 19.8 15.4 7.7 -34.1 -9.8 17.3 21.8 

Provisions 66.0 44.9 38.8 71.4 56.2 55.9 49.0 

PBT 64.3 99.3 119.8 35.3 41.1 58.1 89.4 

Tax  16.3 24.9 30.0 9.5 10.3 14.6 22.4 

Tax Rate (%) 25.3 25.1 25.1 27.0 25.1 25.1 25.1 

PAT 48.0 74.4 89.8 25.8 30.8 43.5 67.0 

  -growth (%) 64.0 54.9 20.6 -71.3 19.6 41.2 54.0 

         

Balance Sheet            

Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Equity Share Capital 7.7 7.8 7.8 7.8 7.8 7.8 7.8 

Reserves & Surplus 472.4 541.8 623.3 639.1 666.7 702.4 760.8 

Net Worth 480.1 549.6 631.0 646.9 674.5 710.2 768.6 

Deposits 2,933.5 3,361.2 3,845.9 4,108.6 4,375.7 4,835.1 5,434.7 

  -growth (%) 14.6 14.6 14.4 6.8 6.5 10.5 12.4 

  - CASA Dep 1,253.3 1,347.3 1,456.7 1,347.9 1,474.6 1,658.4 1,923.9 

  -growth (%) 17.4 7.5 8.1 -7.5 9.4 12.5 16.0 

Borrowings 473.2 490.1 476.1 537.0 580.3 652.5 746.2 

Other Liabilities & Prov. 132.7 177.0 196.9 247.1 286.6 332.4 385.6 

Total Liabilities 4,019.7 4,578.4 5,150.9 5,541.1 5,917.1 6,530.3 7,335.1 

Current Assets 685.8 567.8 369.1 593.8 535.3 537.8 574.8 

Investments 709.3 830.8 1,064.9 1,144.6 1,259.0 1,397.5 1,551.2 

  -growth (%) 1.8 17.1 28.2 7.5 10.0 11.0 11.0 

Loans 2,390.5 2,899.2 3,433.0 3,450.2 3,691.7 4,097.8 4,634.6 

  -growth (%) 12.4 21.3 18.4 0.5 7.0 11.0 13.1 

Fixed Assets 19.3 20.8 23.2 25.0 27.0 29.5 31.9 

Other Assets 214.7 259.8 260.8 327.6 404.1 467.6 542.5 

Total Assets 4,019.7 4,578.4 5,150.9 5,541.1 5,917.1 6,530.3 7,335.1 

         

Asset Quality            

GNPA 55.2 58.3 66.9 110.5 106.2 102.7 96.8 

NNPA 15.3 17.8 20.4 32.9 30.8 29.5 30.9 

Slippage 101.0 68.9 60.3 105.5 78.6 74.0 74.2 

GNPA Ratio (%) 2.3 2.0 1.9 3.1 2.8 2.5 2.1 

NNPA Ratio (%) 0.6 0.6 0.6 1.0 0.8 0.7 0.7 

Slippage Ratio (%) 4.47 2.61 1.91 3.06 2.20 1.90 1.70 

Credit Cost (%) 2.92 1.70 1.23 2.07 1.55 1.40 1.08 

PCR (Excl Technical write off) (%) 72.3 69.4 69.5 70.2 71.0 71.3 68.0 

E: MOFSL Estimates            
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Financials and valuations 
 

Ratios            

Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E 

Yield and Cost Ratios (%)               

Avg. Yield-Earning Assets 8.6 9.0 10.0 9.7 9.1 9.2 9.2 
Avg. Yield on loans 11.1 11.3 12.0 11.5 10.9 11.0 11.0 

Avg. Yield on Investments 7.2 6.0 5.8 6.2 6.6 6.9 6.7 

Avg. Cost-Int. Bear. Liab. 4.9 5.2 6.1 6.6 6.3 6.1 5.9 

Avg. Cost of Deposits 4.5 5.0 6.0 6.2 6.1 5.8 5.6 

Interest Spread 4.1 4.0 4.0 3.5 3.0 3.3 3.6 

Net Interest Margin 4.7 5.0 4.8 4.1 3.7 3.9 4.1 

             

Capitalisation Ratios (%)               

CAR 18.4 17.9 17.2 16.9 16.2 15.0 14.1 

Tier I  16.8 16.4 15.8 15.1 14.5 13.4 12.6 

  -CET-1 16.0 15.9 15.8 15.1 14.5 13.4 12.6 

Tier II  1.6 1.5 1.4 1.8 1.7 1.6 1.5 

             

Business Ratios (%)               

Loans/Deposit Ratio 81.5 86.3 89.3 84.0 84.4 84.8 85.3 

CASA Ratio 42.7 40.1 37.9 32.8 33.7 34.3 35.4 
Cost/Assets 2.3 2.5 2.7 2.9 3.0 3.0 3.1 

Cost/Total Income 41.7 44.0 47.1 60.1 64.4 63.5 61.9 

Cost/Core Income 42.8 44.1 47.8 61.2 65.7 64.8 63.1 

Int. Expense/Int. Income 51.3 51.6 54.9 60.9 62.8 60.6 58.5 

Fee Income/Total Income 30.2 31.5 29.9 27.0 32.1 31.4 30.8 

Non Int. Inc./Total Income 32.9 31.7 31.3 28.8 34.1 33.4 32.7 
Empl. Cost/Total Expense 37.3 36.8 38.0 37.5 37.4 37.5 37.3 

                

Efficiency Ratios (INRm)               

Employee per branch (in nos) 14.9 14.7 15.3 16.0 16 17 17 

Staff cost per employee 1.0 1.1 1.2 1.2 1.2 1.2 1.3 

CASA per branch 553 517 488 426 438 460 497 

Deposits per branch 1,295 1,290 1,289 1,299 1,299 1,341 1,403 
Business per Employee 157.3 164.0 159.5 149.2 146.8 149.1 153.5 
Profit per Employee 1.4 1.9 2.0 0.5 0.6 0.7 1.0 

             

Profitability Ratios and Valuations            

RoA 1.3 1.7 1.8 0.5 0.5 0.7 1.0 

RoE 10.6 14.5 15.3 4.0 4.7 6.3 9.1 

RoRWA 1.6 2.2 2.3 0.7 0.8 1.0 1.3 

Book Value (INR) 618 707 810 830 864 909 984 

  -growth 10.3 14.4 14.6 2.5 4.0 5.3 8.2 
Price-BV (x) 1.3 1.2 1.0 1.0 1.0 0.9 0.9 

Adjusted BV (INR) 604 691 792 801 836 883 957 
Price-ABV (x) 1.4 1.2 1.0 1.0 1.0 1.0 0.9 

EPS (INR) 62.1 96.0 115.5 33.1 39.5 55.8 86.0 

  -growth 55.4 54.7 20.3 -71.4 19.6 41.2 54.0 

Price-Earnings (x) 13.4 8.6 7.2 25.1 21.7 15.4 10.0 

Dividend Per Share (INR) 5.0 8.5 14.0 10.0 8.0 10.0 11.0 

Dividend Yield 0.6 1.0 1.7 1.2 0.9 1.2 1.3 

E: MOFSL Estimates               

 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 
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