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January 24, 2023 

CMP: | 933  Target: | 1100 (18%)     Target Period:  12  months  

Axis Bank (AXIBAN) 

 BUY 

 

Robust performance; traction in retail segment key 

About the stock: Axis Bank is the third largest private sector bank in India with a 

balance sheet size of | 12.2 lakh crore as on December 2022. 

 The bank has a large footprint across India with 4849 branches 

 Retail and SME comprise ~67% of total loans 

Q3FY23 Results: Beat estimates with a robust operational performance. 

 Loan growth at 14.6% YoY to | 7.6 lakh crore. Retail book up 17% YoY 

 NII up 32.4% YoY, 10.6% QoQ, NIMs up 30 bps QoQ to 4.26% 

 Despite higher provisions (credit cost at 95 bps), PAT grew 61.9% YoY 

 GNPA down 12 bps QoQ to 2.38%. R/s book was at 0.30% of GCA 

What should investors do? Axis Bank’s stock has given ~1.4x returns over the 

past two years. Continued strong growth coupled with margin expansion to aid 

return ratios and sustainability of performance to drive valuation ahead. 

 We retain our BUY rating on the stock 

Target Price and Valuation: Rolling to FY25E, we value the bank at ~2.2x FY25E 

ABV and revise our target price from | 1000 to | 1100. 

Key triggers for future price performance: 

 Credit growth guidance of >5-6% compared to industry growth is positive. 

Sustainable liabilities to remain key 

 With improving asset mix, focus high yielding book and repricing benefit to 

aid margins trajectory 

 Target of ~2% cost to asset and healthy provision buffer provide comfort 

on earnings volatility 

 Capitalisation levels (CRAR at 19.5%, tier I at 16%) strong, though 

acquisition of Citi assets could assert pressure on RoA and CaR in near term 

Alternate Stock Idea: Apart from Axis, in our coverage we also like Kotak Bank. 

 Kotak Mahindra Bank is a powerful banking franchise with strong promoter 

led management. It has a presence across financial services value chain 

 

 BUY with a target price of | 2175 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

 

 

 

 

 

 

 

 

 

 

Source: Company, ICICI Direct Research 

| crore FY20 FY21 FY22

3 year CAGR 

(FY19-22)
FY23E FY24E FY25E

3 year CAGR  

(FY22-25E)

NII 25206 29239 33132 15% 42391 48890 58469 21%

PPP 23438 25702 24742 9% 32357 37138 44584 22%

PAT 1627 6588 13025 41% 21272 24184 28234 29%

ABV (|) 267.9 308.8 347.8 413.6 448.7 495.0

P/E 161.8 43.4 22.0 13.5 11.8 10.1

P/ABV 3.5 3.0 2.7 2.3 2.1 1.9

RoA 0.2 0.7 1.2 1.7 1.7 1.8

RoE 2.1 7.1 12.0 17.1 17.3 18.4
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Recent Event & Key risks 

 NIM up ~30 bps QoQ. GNPA down 12 

bps to 2.38%, net credit cost 0.65%  

 Key Risk: (i) Accretion of liabilities at 

competitive price (ii) Retention of 

business post acquisition  
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Particulars Amount

Market Capitalisation  |287044 crore 

52 week H/L  970 /618 

Net worth  | 122663 crore 

Face value  | 2 

DII Holding (%)                      31.5 

FII Holding (%)                      49.5 

(in % ) Dec-21 Mar-22 Jun-22 Sep-22 Dec-22

Promoter      9.7      9.7      9.7      9.7      8.2 

FII    47.4    46.9    46.6    46.1    49.5 

DII    30.2    30.5    31.5    32.3    31.5 

Others    12.7    12.9    12.3    11.9    10.9 
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Result Update | Axis Bank 

Key takeaways of recent quarter & conference call highlights 

Q3FY23 Results: Robust business & operational performance 

 The bank posted better than estimated numbers. Both business and 

operational performance were robust. Asset quality trend continued to 

improve 

 Net interest income was up 32.4% YoY, 10.6% QoQ to | 11459 crore on the 

back of 30 bps sequential improvement in margins. On a sequential basis, 

other income reported growth of 18.4% (21.5% YoY) to | 4665 crore, mainly 

aided by fee income, which grew 23% YoY (retail fee income grew 30% 

YoY). Trading income grew 17% YoY. With controlled opex and higher 

income levels, CI ratio declined to 42.5% vs. 50.7% in Q3FY22 (46% in 

Q2FY23) 

 Provisions for the quarter jumped by ~2.6x QoQ (up 7.7% YoY) to | 1438 

crore (includes | 340 crore; ~11 bps impact of non-recurring/prudent 

provisions). Hence, credit cost increased to 0.95% vs. 0.74% in Q2FY23. 

Despite a jump in provision, PAT registered growth of 61.9% YoY (9.8% 

QoQ) to | 5853 crore and was ahead of our estimates 

 Asset quality has improved as GNPA, NNPA ratio declined 12 bps, 4 bps 

QoQ to 2.38% and 0.47%, respectively. The standard Covid-19 restructuring 

implemented loans was at 0.30% vs. 0.38% of GCA in Q2FY23. The gross 

slippages during the quarter increased by | 410 crore due to non-recurring 

or prudent items. Recoveries and upgrades were at | 2088 crore vs. | 2826 

crore (QoQ) while write-offs were at | 1652 crore vs. | 1700 crore 

 Credit growth for the quarter was at 14.6% YoY at | 7.62 lakh crore. In this, 

SME grew 24% YoY, retail grew 17% YoY and corporate grew 8% YoY. 

However, on an incremental basis, corporate segment was the major 

contributor while retail segment stayed on a weaker track. Deposit growth 

was at 10% YoY at | 8.48 lakh crore, in which CASA growth was at 10% 

YoY. On YoY basis, CASA ratio was steady at ~45% (vs. 46% in Q2FY23) 

Q3FY23 Earnings Conference Call highlights  

 Guidance – credit growth of >5-6% of industry growth, RoE of ~18%, cost 

to assets at ~2% in the medium term. The management was cautious on 

secured retail disbursements 

 Also, ~22% and 39% book is linked to MCLR and repo. Hence, further 

margin expansion is likely. During the quarter, margin expansion was driven 

by asset mix, declining share of RIDF bonds and partly by improvement in 

average CASA 

 Opex breakup: 12% business volume, 40% tech led and 30% wage related 

expenses. Unlikely to have major impact on opex due to CITI acquisition 

 In corporate segment, spreads are improving since a couple of quarters 

 One-time/prudent items impacted slippages by ~22 bps and credit cost by 

~11 bps during the quarter (provisions of | 340 crore) 

 The bank has recovered | 608 crore from already written off accounts. The 

cumulative provisions were at | 11633 crore (standard + additional non 

NPA) 

 There was no sale to ARC during the quarter 

 Issued 10.4 lakh new credit cards during Q3FY23 while incremental share in 

spends was ~9.5% 

 For Citi Bank deal, CCI approval is in place and the transaction is expected 

to be completed by March 2023 

Peer comparison  

Exhibit 1: Peer Comparison 

 
 

 

Source: Company, ICICI Direct Research 

CMP M Cap

(|) TP(|) Rating (| Bn) FY21 FY22 FY23E FY24E FY21 FY22 FY23E FY24E FY21 FY22 FY23E FY24E FY21 FY22 FY23E FY24E

Axis Bank (AXIBAN) 933 1,100 Buy 2,870 21.5 42.4 69.3 78.8 43.4 22.0 13.5 11.8 3.0 2.7 2.3 2.1 7.1 12.0 17.1 17.3

HDFC Bank (HDFBAN) 1,660 1,920 Buy 9,261 56.4 66.7 78.7 93.7 29.4 24.9 21.1 17.7 3.9 3.4 3.0 2.5 16.7 16.9 17.5 17.7

IndusInd Bank (INDBA) 1,202 1,450 Buy 932 36.7 59.5 93.1 111.0 32.8 20.2 12.9 10.8 2.2 2.0 1.8 1.6 7.3 10.1 14.2 14.9

Kotak Bank (KOTMAH) 1,763 2,175 Buy 3,501 35.1 43.0 51.5 56.3 50.2 41.0 34.2 31.3 5.7 4.9 4.3 3.8 12.4 12.6 13.2 12.6

Bandhan (BANBAN) 241 265 Hold 381 -12.8 0.8 12.9 15.9 -18.8 308.6 18.7 15.2 3.8 2.5 2.2 2.0 -14.6 0.8 11.3 12.6

Sector / Company

P/ABV (x) RoE (% )EPS (|) P/E (x)

 

Axis Bank - ESG Disclosure Score*

Score FY20 FY21 FY22

Environmental 25.3 25.3 17.6

Social 35.8 35.8 26.0

Governance 89.9 89.9 89.9

Overal l  ESG Score 50.4 50.4 44.5

Source: Bloomberg; ICICI Direct Research * 

score ranges from 0-100 with a high score 

indicating higher ESG disclosure

ESG Disclosure Score
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Result Update | Axis Bank 

Exhibit 2: Variance Analysis 

Q3FY23 Q3FY23E Q3FY22 YoY (%) Q2FY23 QoQ (%) Comments

NII 11,459 10,765 8,653 32.4 10,360 10.6 Driven by healthy business traction & NIM expansion

NIM (%) 4.26 4.09 3.53 73 bps 3.96 30 bps Interest rate transmission & change in asset mix aided uptick

Other Income 4,665 4,345 3,840 21.5 3,941 18.4 Retail fee income up 30% YoY and 8% QoQ

Net Total Income 16,125 15,110 12,493 29.1 14,301 12.7

Staff cost 2,281 2,239 1,939 17.7 2,167 5.3

Other Operating 

Expenses

4,566 4,920 4,393 3.9 4,419 3.3 C/I down to 42.5% bps QoQ to 46%

PPP 9,277 7,951 6,162 50.6 7,716 20.2

Provision 1,438 692 1,335 7.7 550 161.5 Credit cost up to 0.95% vs 0.74% in Q2FY23

PBT 7,840 7,259 4,827 62.4 7,166 9.4

Tax Outgo 1,987 1,815 1,212 63.9 1,837 8.2

PAT 5,853 5,444 3,614 61.9 5,330 9.8 Healthy topline aided PAT growth

Key Metrics

GNPA 19,961 20,971 23,301 -14.3 19,894 0.3 Fresh slippages increased 13% QoQ 

NNPA 3,830 3,582 6,513 -41.2 3,996 -4.1

Credit 762,075 768,918 664,866 14.6 730,875 4.3 Corporate segment was a major contributor sequentially

Deposit 848,173 841,892 771,670 9.9 810,807 4.6 CASA deposits grew 10% YoY; CASA ratio at ~45%
 

 

 

Source: Company, ICICI Direct Research  

Exhibit 3: Change in estimates 

 
 

 

Source: Company, ICICI Direct Research 

Exhibit 4: Assumption 

 
 

 

 

Source: Company, ICICI Direct Research 

FY24E FY25E

(| Crore) Old New %  Change Old New %  Change Introduced

Net Interest Income 40,544 42,391 4.6 47,577 48,890 2.8 58,469

Pre Provision Profit 29,600 32,357 9.3 34,734 37,138 6.9 44,584

NIM(%) (calculated) 3.8 4.0 17 bps 3.9 4.0 13 bps 4.1

PAT 20,279 21,272 4.9 22,381 24,184 8.1 28,234

ABV per share (|) 408.2 413.6 1.3 434.8 448.7 3.2 495.0

FY23E

FY23E FY24E FY25E FY23E FY24E

Credit growth (%) 16.2 17.0 17.9 16.2 17.0

Deposit Growth (%) 13.0 15.6 16.6 14.1 15.6

CASA ratio (%) 44.0 45.1 46.5 44.0 45.2

NIM Calculated (%) 4.0 4.0 4.1 3.8 3.9

Cost to income ratio (%) 45.1 45.7 45.3 47.3 47.3

GNPA (| crore) 20,446 22,738 26,643 20,446 22,738

NNPA (| crore) 4,235 4,304 4,869 4,962 5,879

Slippage ratio (%) 1.86 2.34 2.48 1.86 2.34

Credit cost (%) 0.49 0.51 0.61 0.31 0.51

Current Earl ier
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Result Update | Axis Bank 

Financial summary 

Exhibit 5: Profit and loss statement                                 | crore 

 
 

 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

Exhibit 6: Key Ratios 

 
 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Balance sheet                                                  | crore 

 
 

 

 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Key ratios                                                                              (%) 

 
 

 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

  

(Year-end March) FY22 FY23E FY24E FY25E

Interest Earned 67,377        83,559        96,052        1,12,396     

Interest Expended 34,245        41,168        47,162        53,927        

Net Interest Income 33,132        42,391        48,890        58,469        

growth (%) 13.3           27.9           15.3           19.6           

Non Interest Income 15,221        16,522        19,466        22,972        

Net Income 48,353        58,913        68,357        81,441        

Staff cost 7,613          9,176          10,268        11,537        

Other operating Expense 15,998.19    17,381        20,951        25,320        

Operating Profit 24,742        32,357        37,138        44,584        

Provisions 7,359          3,994          4,892          6,939          

PBT 17,383        28,363        32,245        37,645        

Taxes 4,357          7,091          8,061          9,411          

Net Profit 13,025        21,272        24,184        28,234        

growth (%) 97.7 63.3 13.7 16.7

EPS (|) 42.4           69.3           78.8           92.0           

(Year-end March) FY22 FY23E FY24E FY25E

Valuation

No. of Equity Shares 307.0 307.0 307.0 307.0

EPS (|) 42.4 69.3 78.8 92.0

BV (|) 374.7 438.0 474.2 523.6

ABV (|) 347.8 413.6 448.7 495.0

P/E 22.0 13.5 11.8 10.1

P/BV 2.5 2.1 2.0 1.8

P/ABV 2.7 2.3 2.1 1.9

Yields & Margins (%)

Net Interest Margins 3.6 4.0 4.0 4.1

Yield on assets 7.4 7.9 7.9 7.8

Avg. cost on funds 3.7 3.9 4.0 4.0

Yield on average advances 7.5 8.3 8.4 8.4

Avg. Cost of Deposits 3.5 3.7 3.8 3.8

Quality and Efficiency

Cost to income ratio 49 45 46 45

Credit/Deposit ratio 86.1 88.6 89.7 90.7

GNPA 2.8 2.2 2.1 2.1

NNPA 0.8 0.5 0.4 0.4

ROE 12.0 17.1 17.3 18.4

ROA 1.2             1.7             1.7             1.8             

(Year-end March) FY22 FY23E FY24E FY25E

Sources of Funds

Capital 614 614 614 614

Reserves and Surplus 114411 133849 144955 160112

Networth 115025 134463 145569 160726

Deposits 821721 928409 1072874 1251052

Borrowings 185134 188002 190920 193891

Other Liabilities & Provisions 53298 56285 58545 61230

Total 1175178 1307159 1467909 1666898

Application of Funds

Fixed Assets 4572 5021 5791 6695

Investments 275597 300517 351503 411296

Advances 707696 822635 962583 1134704

Other Assets 76325 106937 65566 19754

Cash  with RBI & call money 110987 72049 82467 94449

Total 1175178 1307159 1467909 1666898

(Year-end March) FY22 FY23E FY24E FY25E

Total assets 19.1 11.2 12.3 13.6

Advances 15.2 16.2 17.0 17.9

Deposit 17.7 13.0 15.6 16.6

Total Income 5.2 21.2 15.4 17.2

Net interest income 13.3 27.9 15.3 19.6

Operating expenses 28.5 12.5 17.6 18.1

Operating profit -3.7 30.8 14.8 20.1

Net profit 97.7 63.3 13.7 16.7

Net worth 13.2 16.9 8.3 10.4

EPS 97.3           63.3           13.7           16.7           
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 

 

 

 



  

 

ICICI Securities | Retail Research  6 

  
ICICI Direct Research 

 

Result Update | Axis Bank 

 

ANALYST CERTIFICATION 

 

I/We, Kajal Gandhi, CA, Vishal Narnolia, MBA and Pravin Mule, MBA, M.com. Research Analysts Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research 

report accurately reflect our views about 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. 

It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee 

of the companies mentioned in the report. 

 

Terms & conditions and other disclosures:  

 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) 

as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock 

broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture 

capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial 

interest in the securities or derivatives of any companies that the analysts cover. 

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may 

not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-

managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past 

twelve months. 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of 

interest at the time of publication of this report.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict 

of interest various companies including the subject company/companies mentioned in this report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

 

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  

 

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.  

 

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 ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in 

all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 

 


