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Axis Bank 
Citi biz buyout is affirmative & RoE-accretive   

■ We appreciate Axis Bank’s ability to hold ~80% of Citi’s deposits (Rs399bn), 
~95% employees with timely completion & lower acquisition cost (Rs116bn).  

■ Adjust FY23F estimates by Rs20bn for merger-related expenses/ provisions 
and a write-off of Rs116bn from the reserves adjusted for goodwill acquired. 

■ Post-merger RoE to expand (+18.5% for FY24F) amid a dip in net worth as 
well as synergy benefits. Retain ADD rating with Rs1,100 TP, ~2.4x FY24FBV. 

Buyout completion with sizable deposit retention is encouraging   
Axis Bank is close to completing its acquisition of CitiBank’s India business and the 

formation of a merged entity from 1 Mar 2023. This was relatively faster compared to 

our/street estimate of Jun 2023F. Also, the bank managed to retain deposits worth 

Rs399bn (~80% of CitiBank’s pre-acquisition deposits) which were largely from high net-

worth individuals. We appreciate the timely and smooth transition handled by the bank. 

One-time charge to impact 4QFY23F profitability  
Axis Bank’s management has indicated merger-related expenses (banker fees, etc.) and 

provisions (as per prudent measures of the bank) to be adjusted against 4QFY23F 

earnings. We are building in Rs20bn as a one-time charge towards other operating 

expenses and provisions for 4QFY23F. We have also included Rs20bn as one-time 

transitional charges (payable to CitiBank) in our FY24F-25F other operating expenses.   

We factor in synergies through the surge in fee income   
Management has given guidance of multiple synergies and the merger to be RoE-accretive 

from CY24F. We are building in superior fee income, which will mainly be contributed by 

credit card and wealth management businesses of the bank. The acquisition will provide 

an advantage to Axis Bank in case of credit card business (being among the top 3 in India) 

and wealth management. Post-merger, wealth management assets under management or 

AUM of Axis Bank will rise to Rs3,785bn (+33% to existing burgundy AUM) whereas the 

number of credit cards would rise to ~1.8m with the outstanding balance rising to Rs11.2m 

(+19%) and the spending per card rising to Rs0.152m (+10%). 

Capital adequacy stable; surge in RoE supports valuation premium  
Axis Bank has consumed ~137bp of CET-1 for the purchase consideration and ~40bp for 

incremental RWA. On a proforma basis, post transaction CAR | CET1 would be ~17.62% 

| 13.78%; well above the regulatory requirement and allowing a delay in dilution. However, 

the probability of a dilution around 2HFY24F continues to persist. Axis Bank to write off 

goodwill worth Rs116bn against current reserves (due to the absence of tax implication). 

The dip in networth due to the write-off clubbed with synergy benefits has aided RoE 

expansion for FY24F/25F to 18.5%. We retain ADD rating on the stock with a target price 

of Rs1,100, or ~2.4x FY24F ABV. Adverse regulatory action and a rise in non-performing 

assets are key downside risks.  

Financial Summary    Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F 

Net Interest Income (Rsm) 292,391 331,323 422,364 507,753 603,710 

Total Non-Interest Income (Rsm) 122,636 152,205 160,627 197,186 228,409 

Operating Revenue (Rsm) 415,027 483,528 582,991 704,939 832,119 

Total Provision Charges (Rsm) (143,217) (73,593) (47,512) (40,942) (51,041) 

Net Profit (Rsm) 65,885 130,258 190,730 243,721 290,379 

Core EPS (Rs) 22.15 42.48 62.04 79.28 94.46 

Core EPS Growth 270% 92% 46% 28% 19% 

FD Core P/E (x) 38.11 19.87 13.60 10.65 8.94 

DPS (Rs) 0.00 1.00 3.00 8.00 14.00 

Dividend Yield 0.00% 0.12% 0.36% 0.95% 1.66% 

BVPS (Rs) 340.7 374.5 391.1 460.1 537.2 

P/BV (x) 2.48 2.25 2.16 1.83 1.57 

ROE 7.1% 12.0% 16.1% 18.4% 18.7% 

% Change In Core EPS Estimates      

InCred Research/Consensus EPS (x)      

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

   India 

ADD (no change) 

Consensus ratings*: Buy 48 Hold 2 Sell 0 
  

Current price: Rs844 

Target price:   Rs1,100 

Previous target: Rs1,100 

Up/downside: 30.3% 

InCred Research / Consensus: -1.8% 
  

Reuters:   

Bloomberg: AXSB IN 

Market cap: US$35,758m 

 Rs2,596,534m 

Average daily turnover: US$119.8m 

 Rs8701.4m 

Current shares o/s: 3,075.7m 

Free float: 80.0% 
*Source: Bloomberg  
 

Key changes in this note 

 We adjust FY23F estimates by Rs20bn for 
merger-related expenses/provisions and a 
write-off of Rs116bn from the reserves, 
adjusting for goodwill acquired. 
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Figure 1: Our revised estimates 

Y/e Mar (Rs m) 
FY23F FY24F FY25F 

Earlier Revised % change Earlier Revised % change Earlier Revised % change 

Net interest income 410,883 422,364 2.8% 496,179 507,753 2.3% 588,390 603,710 2.6% 

Non-interest income 161,778 160,627 -0.7% 194,308 197,186 1.5% 216,016 228,409 5.7% 

PPOP 311,949 302,498 -3.0% 379,007 366,772 -3.2% 475,089 439,248 -7.5% 

PAT 210,917 190,730 -9.6% 253,332 243,721 -3.8% 308,500 290,379 -5.9% 

EPS (Rs) 68.8 62.0 -9.8% 82.4 79.3 -3.8% 100.6 94.5 -6.1% 

BV (Rs) 488.8 391.1 -20.0% 555.6 460.1 -17.2% 646.2 537.2 -16.9% 

Advances (Rs bn) 8,488 8,356 -1.6% 9,835 9,899 0.6% 11,844 11,674 -1.4% 

Deposits (Rs bn) 9,792 9,311 -4.9% 10,708 10,661 -0.4% 12,933 12,297 -4.9% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

Conference-call highlights 
• A sum of Rs116bn is the purchase consideration, which is subject to any 

change in deposits or advances between Jan 2022 and Feb 2022. The 

Rs7.2bn reduction in consideration since the announcement of the deal is due 

to attrition in deposits. 

• Sufficient capital is available for organic growth. 

• Revolver came down post Covid-19 pandemic, in line with industry, but 

CitiBank tried to find out other sources of income to offset the loss of income 

from a lower revolver. The spending has increased now after a decline during 

the Covid-19 pandemic. 

• No more attrition in deposits is expected now. 

• The estimated integration cost is Rs20bn pre-tax, which will be distributed over 

an 18-month time frame. 

• Axis Bank expects CitiBank’s portfolio to post a profit of Rs8-8.5bn. Synergies 

are not built in this estimate, which are expected to accrue in two years’ time. 

This estimate is as per a lower tax rate applicable to Axis Bank. 

• Axis Bank will increase the provisioning on CitiBank’s portfolio in 4QFY23F as 

per its own policies, which are more conservative. 
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BY THE NUMBERS 
 

 

  
 

Profit & Loss    

(Rsm)      Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F 

Net Interest Income 292,391 331,323 422,364 507,753 603,710 

Total Non-Interest Income 122,636 152,205 160,627 197,186 228,409 

Operating Revenue 415,027 483,528 582,991 704,939 832,119 

Total Non-Interest Expenses (174,270) (226,023) (275,209) (332,575) (386,845) 

Pre-provision Operating Profit 231,276 247,421 302,498 366,772 439,248 

Total Provision Charges (143,217) (73,593) (47,512) (40,942) (51,041) 

Operating Profit After Provisions 88,059 173,828 254,986 325,830 388,207 

Pretax Income/(Loss) from Assoc.      

Operating EBIT (incl Associates) 88,059 173,828 254,986 325,830 388,207 

Non-Operating Income/(Expense)      

Profit Before Tax (pre-EI) 88,059 173,828 254,986 325,830 388,207 

Exceptional Items      

Pre-tax Profit 88,059 173,828 254,986 325,830 388,207 

Taxation (22,174) (43,570) (64,256) (82,109) (97,828) 

Consolidation Adjustments & Others      

Exceptional Income - post-tax      

Profit After Tax 65,885 130,258 190,730 243,721 290,379 

Minority Interests      

Pref. & Special Div      

FX And Other Adj.      

Net Profit 65,885 130,258 190,730 243,721 290,379 

Recurring Net Profit      
 

 

Balance Sheet Employment   

(Rsm)       Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F 

Gross Loans/Cust Deposits      

Avg Loans/Avg Deposits 88.6% 87.0% 88.0% 91.4% 94.0% 

Avg Liquid Assets/Avg Assets 70.7% 69.1% 69.3% 69.2% 69.9% 

Avg Liquid Assets/Avg IEAs 113.4% 113.1% 111.3% 105.3% 102.4% 

Net Cust Loans/Assets      

Net Cust Loans/Broad Deposits      

Equity & Provns/Gross Cust Loans      

Asset Risk Weighting      

Provision Charge/Avg Cust Loans      

Provision Charge/Avg Assets      

Total Write Offs/Average Assets      
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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BY THE NUMBERS…cont’d 
 

 

Balance Sheet    

(Rsm)     Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F 

Total Gross Loans 6,143,994 7,076,960 8,356,103 9,898,629 11,674,067 

Liquid Assets & Invst. (Current)      

Other Int. Earning Assets      

Total Gross Int. Earning Assets 6,143,994 7,076,960 8,356,103 9,898,629 11,674,067 

Total Provisions/Loan Loss Reserve      

Total Net Interest Earning Assets 6,143,994 7,076,960 8,356,103 9,898,629 11,674,067 

Intangible Assets      

Other Non-Interest Earning Assets 803,038 763,253 797,925 834,303 872,459 

Total Non-Interest Earning Assets 845,488 808,977 845,604 884,585 925,535 

Cash And Marketable Securities 617,297 1,109,871 634,750 333,266 191,452 

Long-term Investments 2,261,196 2,755,971 3,188,423 3,629,303 4,075,324 

Total Assets 9,867,975 11,751,778 13,024,880 14,745,783 16,866,378 

Customer Interest-Bearing Liabilities 6,979,853 8,217,209 9,311,035 10,661,437 12,297,294 

Bank Deposits      

Interest Bearing Liabilities: Others 1,428,731 1,851,338 1,921,926 2,031,986 2,230,421 

Total Interest-Bearing Liabilities 8,408,583 10,068,546 11,232,962 12,693,423 14,527,715 

Banks Liabilities Under Acceptances      

Total Non-Interest Bearing Liabilities 443,362 531,493 574,148 619,760 666,245 

Total Liabilities 8,851,945 10,600,039 11,807,110 13,313,183 15,193,960 

Shareholders Equity 1,016,030 1,151,741 1,217,770 1,432,599 1,672,418 

Minority Interests      

Total Equity 1,016,030 1,151,741 1,217,770 1,432,599 1,672,418 
 

 

Key Ratios   

     Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F 

Total Income Growth 16.0% 13.3% 27.5% 20.2% 18.9% 

Operating Profit Growth (0.6%) 7.0% 19.5% 21.0% 19.6% 

Pretax Profit Growth 80% 97% 47% 28% 19% 

Net Interest To Total Income 70.5% 68.5% 72.4% 72.0% 72.6% 

Cost Of Funds 4.19% 3.71% 4.10% 4.39% 4.60% 

Return On Interest Earning Assets 10.7% 10.2% 11.1% 11.3% 11.4% 

Net Interest Spread 6.50% 6.49% 7.03% 6.93% 6.80% 

Net Interest Margin (Avg Deposits) 4.37% 4.36% 4.82% 5.08% 5.26% 

Net Interest Margin (Avg RWA)      

Provisions to Pre Prov. Operating Profit 62% 30% 16% 11% 12% 

Interest Return On Average Assets 3.07% 3.07% 3.41% 3.66% 3.82% 

Effective Tax Rate 25.2% 25.1% 25.2% 25.2% 25.2% 

Net Dividend Payout Ratio      

Return On Average Assets 0.69% 1.20% 1.54% 1.76% 1.84% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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DISCLAIMER  
 

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research 
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with 
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its 
trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, 
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.   

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among 
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different 
conclusion from the information presented in this report. 

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report 
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 Analyst/ 

Relative 

Entity/ 

Associates 

any financial interests in the company covered in this report (subject company) and nature of such financial 
interest 

NO NO 

actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report  

or date of the public appearance;  

NO NO 

any other material conflict of interest at the time of publication of the research report  

or at the time of public appearance  
NO NO 

received any compensation from the subject company in the past twelve months 

for investment banking or merchant banking or brokerage services or investment advisory or depository or 
distribution from the subject company in the last twelve months for products/services other than investment 
banking or merchant banking or broker- age services or investment advisory or depository or distribution from 
the subject company in the last twelve months 

NO NO 

managed or co-managed public offering of securities for the subject company in the last twelve months NO NO 

received any compensation or other benefits from the subject company or third party in connection with the 
research report 

NO NO 

served as an officer, director or employee of the subject company NO NO 

been engaged in market making activity for the subject company NO NO 

 

Analyst declaration 

• The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his 
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously in an unbiased manner. 

• No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or 
view(s) in this report or based any specific investment banking transaction. 

• The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them). 

• The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report. 

• The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm 
performance, client feedback and competitive factors. 

 

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any 
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 

 

IRSPL and/or its affiliates and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and 
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an 
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d) 
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) 
and/or (e) solicit such investment, advisory or other services from any entity mentioned in thisreport and/or (f) act as a lender/borrower to such 
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities 
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or 
in the result of which they play a key part.  
 

 
 


