
MCAP (Rs. Mn) 3,51,816

O/S Shares (Mn) 6,219

52w High/Low 59 / 29

Face Value (Rs.) 10

Liquidity (3M) (Rs. 
Mn)

2,245

IDFC First Bank Ltd (IDFCFB) reported a strong growth of 6% on Q-o-Q and 26%

on a Y-o-Y basis in the loan book during the quarter. Both the retail and

corporate segment contributed to the growth. In the retail segment, home

loans, auto loans, credit cards, and digital & gold loans grew by >10% on a Q-o-

Q basis. Deposits have soared by 9% & 37% on Q-o-Q and Y-o-Y basis,

respectively. With consistent improvement in asset quality, the Company’s

ROE has jumped from ~3% in Q2FY22 to ~10% in Q2FY23. PAT surged by 17%

Q-o-Q and 266% Y-o-Y in Q2FY23.

Strong growth in loan book and deposits

IDFCFB reported strong growth of 9% Q-o-Q and 37% Y-o-Y in deposits, led by an

increase in CASA deposits by 12% Q-o-Q and 37% Y-o-Y during the quarter.

Despite lowering the interest rate, the CASA ratio stood stable at 51.3% in

Q2FY23.

In the loan book, credit card and digital & gold loans saw a staggering 119% &

134% growth Y-o-Y in Q2FY23, respectively. This growth was due to a lower

base. The contribution of digital & gold loans to the total loan book increased

from 4% in Q2FY22 to 7% in Q2FY23. The target to reduce the infrastructure

financing book is on track, and it decreased from 9% in Q2FY22 to 4% in Q2FY23.

Improvement in Cost to Income ratio

IDFCFB has improved its cost-to-income ratio from 77.3% in Q2FY22 to 73.3% in

Q2FY23. Management expects the cost-to-income ratio to decrease due to

normalizing operating costs, paying off high-cost liabilities, and traction in the

credit card business.

Improvement in asset quality

IDFCFB is continuously showing improvement in asset quality. The significant

and growing part of the book, i.e., the retail and commercial business financing,

which forms 75% of the loan book, has a ~2% gross NPA in Q2FY23. Asset quality

in the corporate book is also strong, with adequate PCR of 98%. The Bank

expects the infrastructure book to wind down and gross retail NPA to fall below

2%.

Return ratios uptick on track

As per management guidance, to reach double-digit ROE and 1% ROA by the end

of FY23. The Bank has achieved an ROE of 10.1% and a ROA of 1.1% in the

quarter. The improvement in return ratios is led by 32% Y-o-Y growth in NII and

a de-growth of 11% in provision. This led to a mammoth 266% surge in PAT

during Q2FY23. The Bank expects return ratios to improve further based on

improvement in operating leverage.

View & Valuation

We maintain our view on IDFC First Bank Ltd with a BUY rating and a target price

of Rs. 81 (2.5x FY24E Adj. book value). We expect the Bank to grow its loan book

at 20-25% with stable NIM of 6%. Normalization of asset quality will lead to

lesser mishaps and improved profitability growth, leading to improved return

ratios.

IDFC First Bank Ltd.
Double-digit ROE led by strong growth in PAT driven by loan growth

25th Oct 2022

Company Data

Shareholding Pattern %

Sep 
22

Jun 
22

Mar 
22

Promoters 36.47 36.48 36.49

FIIs 19.28 10.99 13.48

DIIs 9.83 14.38 13.78

Non-
Institutional

34.41 38.14 36.24

Key Financial Data

Source: Keynote Capitals Ltd.

Source: Company, Keynote Capitals Ltd. estimates
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IDFC First Bank vs Nifty

BUY

TARGET Rs. 81 (+43.4%)

CMP Rs. 56.5

1

Oct, 19 Oct, 20 Oct, 21 Oct, 22

IDFCFB NIFTY

(Rs Mn) FY22 FY23E FY24E

NII 97,062 1,14,969 1,35,061

PPOP 32,838 42,814 56,847

Net Profit 1,455 17,194 28,051

Advances 11,78,578 14,73,223 17,67,867

ROE (%) 0.7% 7.6% 11.0%

ROA (%) 0.1% 0.8% 1.1%

Devin Joshi, Research Analyst

Devin@keynoteindia.net



Particulars Q2FY23 Q2FY22 Change % (Y-o-Y) Q1FY23 Change % (Q-o-Q) H1FY23 H1FY22 Change % (Y-o-Y) FY22

Net Interest Income 30,020 22,720 32% 27,510 9% 57,530 44,570 29% 97,062

Other Income 10,610 7,800 36% 8,550 24% 19,170 16,220 18% 32,220

Net Income 40,630 30,520 33% 36,060 13% 76,700 60,790 26% 1,29,282

Expenses

Operating Expense 28,950 23,590 23% 26,630 9% 55,580 43,920 27% 96,444

Pre-provision Operating Profit 11,680 6,930 69% 9,430 24% 21,120 16,870 25% 32,838

Provisions 4,240 4,750 (11%) 3,080 38% 7,320 23,470 (69%) 31,086

EBT 7,440 2,180 241% 6,350 17% 13,800 (6,600) - 1,752

Tax 1,890 660 186% 1,620 17% 3,500 (1,810) - 297

PAT 5,550 1,520 265% 4,730 17% 10,300 (4,790) - 1,455

Result Highlight (Rs. Mn)

Source: Company, Keynote Capitals Ltd.

Source: Company, Keynote Capitals Ltd.
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Loan Book mix

Particulars Q1 FY22 Q2 FY22 Q3 FY22 Q4 FY22 Q1 FY23 Q2FY23 Growth Y-o-Y (%) Growth Q-o-Q (%)

Retail Funded Assets 63% 65% 62% 63% 66% 66% 26% 6%

Home loan 10% 10% 10% 11% 11% 12% 40% 10%

Loan Against Property 13% 14% 14% 14% 14% 13% 18% 1%

MSME Loans 9% 9% 10% 10% 10% 10% 42% 7%

Auto Loans 9% 9% 8% 8% 8% 9% 23% 11%

Consumer Loans 12% 12% 13% 13% 14% 13% 34% -1%

Credit Card 1% 1% 1% 2% 2% 2% 119% 17%

Rural Finance 6% 6% 0% 0% 0% 0% - -

Digital, Gold Loan and Others 3% 4% 6% 6% 7% 7% 134% 18%

Corporates 19% 18% 18% 18% 17% 17% 18% 4%

Infrastructure 9% 9% 7% 5% 5% 4% (41%) (11%)

Others 9% 8% 5% 5% 4% 3% (50%) (15%)

Commercial Finance 0% 0% 9% 9% 8% 9% - 23%

Total Funded Assets (Rs. Bn) 11,380 11,727 12,222 13,195 13,766 14,536 24% 6%

Deposits mix

Source: Company, Keynote Capitals Ltd.

Particulars Q1 FY22 Q2 FY22 Q3 FY22 Q4 FY22 Q1 FY23 Q2FY23 Growth Y-o-Y (%) Growth Q-o-Q (%)

CASA Ratio 50.9% 51.3% 51.6% 48.4% 50.0% 51.3% 37% 12%

Term Deposits 42.1% 41.7% 40.9% 39.8% 40.7% 41.1% 35% 10%

Certificate of Deposits 7.0% 7.0% 7.5% 11.8% 9.2% 7.6% 49% (10%)

Total Deposits (Rs. Bn) 9,131 9,023 9,277 10,563 11,335 12,344 37% 9%
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Source: Company, Keynote Capitals Ltd.

Source: Company, Keynote Capitals Ltd.

Source: Company, Keynote Capitals Ltd.
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Q2FY23 Conference Call Takeaways

• Management expects 25% growth in the loan book.

• The Bank needs CASA for two reasons; a) 20-25% loan growth requires deposits, b) to pay off the legacy bonds and

borrowings.

• Management expects a 50% growth in operating profit in FY23.

• Restructured book as a percentage of total funded assets has reduced to 1% in Q2FY23 compared to 1.3% in Q1FY23.

• The credit cost as a percentage of average funded assets for Q2FY23 is 1.2%, which is lower than the management

guidance of 1.5% for FY23.

• Bank expects ROE and ROA to improve further, driven by improvement in operating leverage.

4
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Financial Statement Analysis

Source: Company, Keynote Capitals Ltd.

Profit & Loss

Y/E Mar, Rs. Mn FY21 FY22 FY23E FY24E FY25E

Net Interest Income 73,803 97,062 1,14,969 1,35,061 1,60,877 

Other Income 22,113 32,220 37,940 51,323 64,351 

Net Income 95,916 1,29,282 1,52,908 1,86,385 2,25,228 

Operating Expenses 70,933 96,444 1,10,094 1,29,537 1,50,903 

Pre Provision Operating Profit 24,983 32,838 42,814 56,847 74,325 

Provisions 20,225 31,086 19,889 19,447 19,447 

Profit Before Tax 4,758 1,752 22,926 37,401 54,879 

Tax 235 297 5,731 9,350 13,720 

Profit After Tax 4,523 1,455 17,194 28,051 41,159 

Balance Sheet

Y/E Mar, Rs. Mn FY21 FY22 FY23E FY24E FY25E

Share Capital 56,758 62,347 62,340 62,340 62,340 

Reserves & Surplus 1,21,319 1,47,697 1,64,889 1,92,940 2,34,099 

Networth 1,78,078 2,10,044 2,27,229 2,55,280 2,96,439 

Deposits 8,86,884 10,56,344 13,27,227 15,37,276 17,67,867 

Borrowings 4,57,861 5,29,626 5,45,959 6,09,678 8,06,260 

Other Liabilities & Provisions 1,08,615 1,05,812 1,08,962 1,11,909 1,15,444 

Total Liabilities 16,31,438 19,01,825 22,09,378 25,14,143 29,86,010 

ASSETS

Cash and Balance 58,279 1,57,579 1,62,868 1,77,671 2,25,245 

Investments 4,54,117 4,61,448 4,63,549 4,56,868 5,25,572 

Advances 10,05,501 11,78,578 14,73,223 17,67,867 21,21,440 

Fixed Assets & Others 1,13,542 1,04,211 1,09,730 1,11,730 1,13,740 

Total Assets 16,31,439 19,01,816 22,09,380 25,14,136 29,86,007 

FY21 FY22 FY23E FY24E FY25E

Growth YoY (%)

Advance Growth (%) 17.5% 17.2% 25.0% 20.0% 20.0%

Deposit Growth (%) 36.2% 19.1% 25.6% 15.8% 15.0%

NII Growth (%) 21.5% 31.5% 18.4% 17.5% 19.1%

PPOP Growth (%) 29.0% 31.4% 30.4% 32.8% 30.7%

Ratios

NIM (%) 5.1% 5.9% 5.9% 6.0% 6.1%

Cost to Income Ratio 74.0% 74.6% 72.0% 69.5% 67.0%

C/D Ratio 113.4% 111.6% 111.0% 115.0% 120.0%

CASA Ratio (%) 51.7% 48.4% 49.5% 50.0% 50.0%

ROE (%) 2.5% 0.7% 7.6% 11.0% 13.9%

ROA (%) 0.3% 0.1% 0.8% 1.1% 1.4%

Asset Quality

GNPA 4.3% 3.8% 3.2% 3.0% 2.8%

NNPA 1.9% 1.5% 1.3% 1.2% 1.1%

PCR (%) 56.2% 59.5% 59.4% 60.0% 60.7%

Credit Cost (%) 3.1% 3.2% 1.5% 1.2% 1.0%

Valuation

Book Value Per Share 33.8 36.5 41.0 47.7

Adjusted Book Value Per Share 26.6 29.0 32.5 38.1

P/BV (x) 1.7 1.5 1.4 1.2

Price-ABV (x) 2.1 1.9 1.7 1.5

Note: Price is taken as of 25th Oct 2022

Ratios
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Date Rating
Market Price at 

Recommendation
Upside/Downside

17th Oct 2022 BUY 55.7 +45.6%

25th Oct 2022 BUY 56.5 +43.4%

KEYNOTE Rating History
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