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Key Highlights — Q2FY23 Important Statistics
»  Healthy traction across loan portflio M.CAP (% bn) ~3357
. . . 52 Week H/L () 59.45 / 28.95
>  Deposit growth exceeding credit growth NSE Code IDFCFIRSTB
»  Strong core operating performance BSE Code 539437
>  Improvement in Asset Quality; Higher PCR
»  Trading at valuation of ~1.3x FY24E P/B
Q2FY23 Result Update
>  Advances Shareholding Pattern (%) Sep'22
o The loan book saw robust growth of 25% YoY led by Retail & Commercial Promoters 36.47%
Finance loans which grew ~40% yoy. Flls 11.70%
o The bank is seeing strong traction in Home loans driven by Prime Home D”_ 21.65%
loans launched in 2021 which grew 59% yoy. Within retail subset, consumer Public 30.17%
loans & rural finance grew at strong pace of 36% & 34% yoy respectively. Others 0.01%

o The non-infra corporate book grew by 20% Y-o-Y and by 4% on a Q-0-Q
basis. The infrastructure book de-grew further and it reduced by about 41%
on a Y-o0-Y basis and by 11% on a Q-0-Q basis and is now sub I6000Cr and
is now merely form 4.1% of the total funded assets as compared to 22% at
the time of merger.

YoY Growth %
Overall Domestic Advances 25%
Retail & Commercial Finance Loans 40%
Corporate Loans 20%
Infra Loans -41%

>  Deposits and Margins

o The bank bucked the industry trend and saw its overall deposit growth at
36% exceeding the credit growth of 25%.

o The bank saw healthy CASA deposit growth of 37% yoy leading to stable
CASA ratio at ~51%.
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o The bank mentioned that net interest margins should hover around ~6%
levels.

o W.r.t. increasing margins sequentially, the bank mentioned that 38% of the
domestic book is benchmark linked and they will continue to see some
benefits on the yields in terms of the repricing as the repo rate increases. It
saw funding cost increased by 25 bps as deposit mobilization gathers pace.

Q2FY23  Q2FY22  Q1FY23

NIM 5.98% 5.83% 5.89%
CASA ratio 51.28% 51.28% 50.04%
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»  Operational performance

o Core operating income excluding trading gains increased by 35% Y-0-Y to
%3,947Cr aided by strong NII and fee income growth.

o Operating expenses grew by 23% on a Y-0-Y basis to ¥2,895Cr, the increase
in OPEX was relatively higher on account of higher business volumes
witnessed in Q2 FY23.

o The cost to income ratio improved to 73.34% in Q2 FY23 from 80.53% in
Q2 FY22 last year. Core operating profit grew by 84% Y-o-Y and 7% on a
Q-on-Q basis to ¥1052Cr.

>  Asset Quality

o The declinig trend in asset quality continues with GNPA coming at 3.18% vs
4.27% in Q2FY22 and NNPA coming at 1.09% vs 2.09% in Q2FY22.

o The restructured book as a percentage of total funded assets has reduced to
1% now as compared 1.3% last quarter.

o The gross and net slippage for the quarter were at similar levels as the last
quarter, despite the increase in overall book.

GNPA ratio 3.18% 4.27% 3.36%
NNPA ratio 1.09% 2.09% 1.30%
PCR 76.49% 63.00% 73.13%
SMA 1&2 1.00% 3.00% 1.50%
Retail & Commercial Finance 2.03% 0.73%
Corporate 3.43% 0.14%
Infra 24.48% 13.40%
Overall Bank Level 3.18% 1.09%

View

The bank has reported robust set of numbers with net profit growing at 266% yoy to
¥556Cr led by strong advances, healthy margins, strong core operating performance
and stable asset quality.
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The bank continues to deliver on key metrics like strong core operating performance
and stable asset quality which should deliver healthy earnings growth over next two
years.

At CMP of 356.35, the stock is available at ~1.3x FY24E which is reasonable
considering the strong return ratios and healthy balance sheet which is a key element
of their strategic framework.

We continue to re-iterate our stance to Buy the stock and add more on
dips.
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Financial Performance
NII 3,002 2,272 32% 2,751 9% 9,706 7,380 32%
Other Income 945 658 44% 899 5% 2,691 1,622 66%
Total Net Income 3,947 2,930 35% 3,650 8% 12,397 9,002 38%
Total Op. Exp. 2,895 2,359 23% 2,663 9% 9,644 7,093 36%
Core Operating Profit 1,052 571 84% 987 7% 2,753 1,909 44%
Treasury Income 116 122 -5% (44) -364% 531 1,162 -54%
Operating Profit 1,168 693 69% 943 24% 3,284 3,071 7%
Provisions and Contingencies 424 475 -11% 308 38% 3,109 2,595 20%
PAT 556 152 266% 474 17% 145 452 -68%
Advances 1,40,239 76,793 83% 1,32,555 6% 1,24,075 1,11,758 11.02
Deposits 1,23,442 90,235 37% 1,13,349 9% 1,05,634 88,688 19.11
Total Business 2,63,681 1,67,028 58% 2,45,904 7% 2,29,709 2,00,446 14.60
Book Value 35.45 32.76 8% 34.55 3% 33.78 31.37 7.68

Source: Company, Way2wealth Research
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Disclaimer

Analyst Certification: |, Harshil Gandhi, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Harshil Gandhi, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement IDFC First Bank Ltd. as on November 22, 2022
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Name of the Security IDFC First Bank Ltd.
Name of the analyst Harshil Gandhi
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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