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Indian Bank

BSE: 532814 | NSE: INDIANB

Recommendation Time Period Current Price Target Price Potential Upside
BUY 12 months 872/- 1,003/- 15.0%

Indian Bank (INDIANB) is among India’s leading public sector banks. It is the seventh-largest PSB in terms of advances, with
a total business of Rs 15.3 tn as of Jun’26. It operates 6,003 branches, including rural (2,011), semi-urban (1,606), urban
(1,195), and metro (1,191) centres. Gol holds a 73.8% stake. With Mr. Binod Kumar as MD & CEO since Jan’25, Indian Bank
is focusing on retail and RAM (Retail, Agri & MSME) -led growth. As of Jun’26, deposits stood at Rs 8.4 tn, advances at Rs
6.8 tn, and the CASA ratio at 39.8%.

Investment Rationale:

4+ Healthy asset growth: Advances growth has remained healthy at 13.9% YoY in 1QFY27, led by momentum in the
RAM segment (up 15% YoY). Growth in the retail segment was led by non-agri jewel (up 114% YoY) and auto loans (up
~46% YoY). Total gold loans reached Rs 1.3 tn during the quarter. While the bank does not expect to repeat the 26—
28% YoY growth of the previous year (mostly gold-price-driven), it expects a healthy 15-16% YoY growth for the
current fiscal. Loan-to-Value (LTV) levels remain comfortable even after accounting for recent gold price fluctuations.
The management highlighted that business strategy is to maintain a balanced growth where the gap between deposit
growth and credit growth remains range-bound. A wide gap is avoided to protect NIMs. Domestic CD ratio is 78.7%,
while the global CD ratio is 81.1%. We expect advances to grow at 13-14% in FY27E driven by the RAM segment and
sustained demand in the jewel loans.

Deposit growth driven by renewed CASA strategy: Deposit growth (up 13.5% YoY in 1QFY27) has tracked advances
growth, unlike other PSBs, which have witnessed wider LDR gap amid heightened deposit competitiveness. Deposit
growth has been led by healthy CASA accretion (up 15.3% YoY), with CA showing a robust growth of 26.3% YoY and
savings funds growing by 13.5% YoY. CASA ratio stands at 39.7%, and the bank remains on track to hit its 40% target.
Management highlighted a significant improvement in branch participation, with 51% of branches achieving their
CASA targets this quarter compared to 25-27%, resulting in strong CASA accretion. The bank aims to raise between
USD 1.5-2 bn through a combination of FCNR-B deposits and the ECB route. Approximately USD 150 mn has been
raised so far, with a pipeline of USD 1 bn already in place. This is expected to provide roughly 18,000 cr in liquidity.

NIMs to remain stable: NIM is expected to remain stable in the upper band of 3.15-3.25% for FY27. Reported asset
yields moved up marginally by 2 bps. The bank is actively exiting thinly priced loans to improve yields. Further, the
management believes retail term deposit pressure has cooled. Residual repricing is expected to have a marginal
impact of only 2-3 bps in the coming quarters.

Best placed on the ECL transition: The bank is best placed among the PSBs on ECL transition with one-time transition
impact expected at 4% of net worth (vs 7-14% NW impact for PSB peers), which is expected to be absorbed in FY27
itself. It is one of the few banks to have proactive rule-based provisioning on SMA 1 & 2 assets, aiding in lowest ECL
transition impact.

Reasonable Valuation: INDIANB stands out among the Public Sector Banks with its consistent and conservative
growth strategy, high RoA profile and prudent provisioning resulting in stable asset quality. At CMP of Rs 872, the
stock is trading at a P/B multiple of 1.4x/1.2x for FY27E/FY28E respectively, based on Bloomberg consensus estimates

Key Risks: Lower deposit growth; Margin pressure.
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FY25A FY26A FY27E FY28E

25,176 26,915 30,839 34,914
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DISCLOSURES & DISCLAIMERS:

Analyst Certification: The views expressed in this research report ("Report") accurately reflect the personal views of the research
analysts ("Analysts") employed by SBICAP Securities Limited (SSL) about any and all of the subject issuer(s) or company(ies) or
securities. This report has been prepared based upon information available to the public and sources, believed to be reliable. I/We
also certify that no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view(s) in this report.

The Analysts engaged in preparation of this Report or his/her relative:-

(a) do not have any financial interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity
securities of the subject company mentioned in the report as of the last day of the month preceding the publication of the research
report; (c) do not have any material conflict of interest at the time of publication of the Report.

The Analysts engaged in preparation of this Report:-

(a) have not received any compensation from the subject company in the past twelve months; (b) have not managed or co-managed
public offering of securities for the subject company in the past twelve months; (c)have not received any compensation for
investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) have not
received any compensation for products or services other than investment banking or merchant banking or brokerage services from
the subject company in the past twelve months; (e) has not received any compensation or other benefits from the subject company
or third party in connection with the Report; (f) has not served as an officer, director or employee of the subject company; (g) is not
engaged in market making activity for the subject company.
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