IDFC First Bank Ltd — FY 2023 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

The bank has completed its structural pivot from a legacy infrastructure lender to a retail-focused

O
powerhouse, with retail banking now contributing 57% of total revenue.
Top-line momentum remains robust with revenue growing 32.35% YoY to (22,728 Cr, driven by a 37% 0
expansion in the granular deposit base.
Core Operating Profit grew 67% YoY, significantly outpacing loan growth of 24%, signaling the 0
emergence of strong operating leverage as branch vintage matures.
PAT surged 1,725% to [2,485 Cr, marking a definitive turnaround and driving a dramatic ROE 0
expansion from 0.75% to 10.95%.
Medium-term liquidity risk is evident as 42.96% of total borrowings ( 24,579.65 Cr) are scheduled for 0
maturity within the next 1-3 years, necessitating efficient refinancing.
Earnings quality is supported by high cash conversion, with Cash Flow from Operations (CFO) at 0
8,563 Cr comfortably exceeding reported PAT.
Aggressive infrastructure investment continues with capex increasing 146% YoY to support the "Zero 0
Fee" banking customer acquisition strategy.
Quality of earnings is partially diluted by non-recurring items, specifically a 456.34 Cr provision 0
write-back and DTA utilization which contributed 18.7% of PAT.
Governance standards are exemplary, characterized by 0% promoter pledging, a 60% independent 0
board, and a 72% reduction in intra-group related party exposure.
Credit risk concentration is rising as unsecured advances now constitute 47.07% of the loan book, 0
while accrued interest grew 46%, outpacing revenue growth.
The bank maintains a healthy capital cushion with a CRAR of 16.82%, providing sufficient runway for 0
the current 29% loan book growth trajectory.
Investment View: ACCUMULATE; the thesis rests on compounding through retail execution, with the 0

key monitorable being the 50% threshold for unsecured loan concentration.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: The bank has successfully transitioned from a DFI (Development Finance Institution)
to a Universal Bank, with Retail Banking now the primary growth engine, contributing 56.98% of total
segment revenue ([26,518.08 Cr). Other segments include Treasury (27.89%), Corporate/Wholesale Banking
(13.98%), and a nascent Digital Banking sub-segment.



* Revenue Drivers: Growth is driven by aggressive retail loan expansion (up 28.79% YoY) and a massive
spike in Bancassurance and marketing fees, which rose from [50.16 Cr to [170.06 Cr, monetizing the bank's
distribution network.

« Cost Drivers: Primary costs include Interest Expended ([10,092.21 Cr)Employee Costs ([B,742.23 Cr, up
38.78% due to branch expansion), and a massive "Other Expenditure" bucket ([6,737.89 Cr) representing
55% of operating expenses, likely linked to retail customer acquisition.

* Industry Position: Positioning as a "Bank for Entrepreneurs" and a leader in the MSME and Startup
ecosystem (e.g., FIRST Booster CA). It is also a market leader in EV Two-Wheeler financing.

» Expansion Plans: Rapid scaling of the physical footprint to 1,000+ branches and a focus on "Digital + Rural"
underwriting, currently lending to 70,000 villages.

» Acquisitions & Mergers: The bank has initiated the amalgamation of IDFC Limited into IDFC FIRST Bank to
simplify the corporate structure and remove the holding company discount.

» Capacity Additions: Fixed asset purchases (Capex) increased 146% YoY to [1,188.00 Cr to support the
expansion of the branch network and digital stack.

» Geographical Presence: Strong focus on pan-India retail reach, moving from urban centers into deep rural
geographies with a granular, retail-funded liability base.

2. MANAGEMENT COMMENTARY & OUTLOOK

» The bank has formally concluded its DFI-to-Universal Bank transition, with legacy infrastructure exposure
reduced to a negligible 2.9% from 19% at the time of the merger.

* Management is signaling a shift from "clean-up" to a "compounding" phase, aiming for the "statistical
predictability" of a granular retail book over wholesale volatility.

» The "Zero Fee Banking" initiative on 28 services is a core strategy to lower Customer Acquisition Costs
(CAC) and build a "sticky" low-cost CASA deposit moat.

» Management admits to legacy system issues that previously caused rural customers to be charged fees
despite the "Zero Fee" promise, committing to radical transparency and rectification.

* The bank is moving up the credit curve; customers with Bureau Scores >700 rose from 61% to 84%, while
New-to-Credit (NTC) customers dropped to 10%.

 Core Operating Profit grew 67% vs. Loan growth of 24%, which management cites as evidence of operating
leverage from previously built infrastructure.

» The bank aims to be the "plumbing" for India’s fintech ecosystem through API bundles and sandbox
environments for startups.

» The merger with IDFC Ltd is described as an "epochal moment" that will lead to a fully diversified, non-
promoter-led shareholding structure.

» Management highlights that GNPA in rural segments is only 1.65%, validating their digital underwriting model
for financial inclusion.

 Long-term vision focuses on "Institutionalization" and "Brand Character" over short-term fee maximization,
adopting an "Amazon-style" approach to building a liability moat.

* Management Tone: Confident, Visionary, and Disciplined. Management is no longer defensive about the
past and is pivoting the narrative toward long-term institutional strength. The focus on ethics and
transparency acts as a guardrail against mis-selling, though the "Social Good" mission must be balanced
against ROE targets.



3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.

P&L Statement (CJCrores)

Line Item Mar 2023 Mar 2022
Revenue - 22,728.00 17,173.00
Sales Growth % 32.35 7.54
Interest 10,091.00 7,465.00
Expenses - 13,338.00 12,323.00
Manufacturing Cost % 0.67 0.76
Employee Cost % 18.84 18.07
Other Cost % 39.17 52.94
Financing Profit -701.00 -2,615.00
Financing Margin % -3.00 -15.00
Other Income - 4,467.00 3,173.00
Exceptional items 1.00 -5.00
Other income normal 4,467.00 3,178.00
Depreciation 435.00 382.00
Profit before tax 3,331.00 175.00
Tax % 25.00 24.00
Net Profit - 2,485.00 132.00
Profit from Associates 0.00 0.00
Exceptional items AT 1.00 -4.00
Profit excl Excep 2,484.00 136.00
Profit for PE 2,484.00 136.00
Profit for EPS 2,485.00 132.00
Profit Growth % 1,725.00 -71.00
EPSin Rs 3.75 0.21

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item Mar 2023 Mar 2022
Equity Capital 6,618.00 6,218.00
Reserves 19,229.00 14,864.00
Deposits 144,470.00 105,540.00
Borrowing 57,212.00 52,963.00
Other Liabilities - 12,353.00 10,561.00
Trade Payables 1,194.00 1,109.00
Other liability items 11,158.00 9,452.00
Total Liabilities 239,882.00 190,146.00
Fixed Assets - 2,054.00 1,448.00
Building 287.32 287.32
Other fixed assets 3,811.26 5,412.62
Gross Block 4,098.58 5,699.94
Accumulated Depreciation 2,044.42 4,252.33
CWIP 219.00 79.00
Investments 60,913.00 45,935.00
Other Assets - 176,696.00 142,684.00
Cash Equivalents 9,908.00 10,672.00
Loans n Advances 440.00 432.00
Other asset items 166,347.00 131,580.00

Total Assets 239,882.00 190,146.00



Cash Flow Statement (CICrores)

Line Item Mar 2023 Mar 2022
Cash from Operating Activity - 3,563.00 2,679.00
Profit from operations 5,722.00 3,880.00
Inventory 0.00 0.00
Loans Advances -36,200.00 0.00
Operating investments -4,344.00 1,947.00
Operating Deposits 38,930.00 17,003.00
Other WC items -188.00 -20,286.00
Working capital changes -1,803.00 -1,336.00
Direct taxes -356.00 135.00
Cash from Investing Activity - -11,996.00 -2,960.00
Fixed assets purchased -1,188.00 -482.00
Fixed assets sold 8.00 3.00
Investments purchased -10,816.00 -2,481.00
Acquisition of companies 0.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - 6,509.00 10,211.00
Proceeds from shares 2,260.00 3,034.00
Proceeds from debentures 1,500.00 1,500.00
Proceeds from borrowings 2,749.00 5,677.00
Repayment of borrowings 0.00 0.00
Dividends paid 0.00 0.00
Other financing items 0.00 0.00
Net Cash Flow -1,924.00 9,929.00

3.2 Financial Analysis Summary

» The bank reported a robust 32.35% YoY growth in Revenue to [22,728.00 Cr, primarily driven by the Retail
Banking segment which now contributes 56.98% of total segment revenue; this aggressive retail push is
reflected in the Balance Sheet where Deposits surged by 36.92% to [144,470.00 Cr, effectively funding the
expansion of the loan book.

* Net Profit (PAT) witnessed a massive turnaround, rising 1,725% to [2,485.00 Cr, though quality is partially
impacted by a non-recurring [456.34 Cr write-back in investment provisions and the utilization of Deferred
Tax assets which decreased from [1,922.87 Cr to [1,421.44 Cr, effectively boosting the bottom line relative
to the Cash Flow Statement.

» Operating Expenses rose significantly to [12,170.35 Cr, with Employee Cost increasing 38.78% to
[B,742.23 Cr due to branch expansion, while "Other Expenditure” remains a massive cost center at
[6,737.89 Cr (55% of operating costs), driven by high variable costs and loan sourcing fees for the retail
franchise.



» Cash from Operating Activity (CFO) of [B,563.00 Cr remains healthy and higher than PAT of [(2,485.00 Cr,
indicating strong cash generation from core banking operations; however, the Cash Flow Statement shows a
massive [86,200.00 Cr outflow for Loans & Advances, which was largely offset by a [88,930.00 Cr inflow
from Deposits, signaling a self-sustaining retail-led growth model.

» The Balance Sheet risk profile is shifting as Unsecured Advances grew 39.87% YoY to [71,454.48 Cr, now
comprising 47.07% of the total loan book, which improves yields and Financing Margin % (from -15% to
-3%) but increases vulnerability to credit cycles.

« Total Debt (Borrowings) stands at [567,212.00 Cr, with a concerning maturity profile where 42.96%
(C24,579.65 Cr) matures within 1-3 years, creating significant refinancing requirements that will impact future
Finance Cost (Interest Expended) on the P&L Statement.

« Capital Allocation remains focused on infrastructure and digital scaling, with Capex (Fixed assets
purchased) increasing to [1,188.00 Cr in the Cash Flow Statement, while Net Worth strengthened to
[25,847.00 Cr following a [2,260.00 Cr equity infusion, maintaining a CRAR of 16.82%.

* Return Metrics showed significant improvement with ROE rising to 9.61% from 0.63% and ROCE reaching
16.16%, driven by the sharp expansion in PAT Margin % to 10.93% and a reduction in the Gross NPA Ratio
from 3.70% to 2.51%, although Asset Turnover remains low at 0.09x.

 Contingent Liabilities pose a high notional risk with Forward Exchange Contracts spiking 216% to
[176,604.34 Cr, although the actual credit exposure is managed at [6,897.27 Cr, reflecting increased
treasury activity linked to Other Income growth.

 Other Assets include Interest Accrued of [2,394.97 Cr (up 46% YoY), which is rising faster than revenue,
and a large "Others" sub-category of [6,830.06 Cr (6.18% of total assets) that warrants monitoring for
transparency.

 Other Liabilities are impacted by a [930.40 Cr contingent provision for standard assets and a large "Others"
bucket of [8,743.06 Cr, reflecting the complexity of the expanding retail balance sheet.

» The dominant financial theme of the year is the successful transition to a retail-funded powerhouse,
characterized by explosive PAT growth and a de-risked Balance Sheet, though the high reliance on
Unsecured Advances and non-recurring provision write-backs suggest the need for continued monitoring of
core earnings sustainability.

3.3 Contingent Liabilities & Commitments

» Forward Exchange Contracts: [176,604.34 Cr (Significant 216% YoY increase).
« Interest Rate Swaps/Derivatives: [155,928.47 Cr.

e Guarantees (India): [15,350.12 Cr.

» Acceptances & Endorsements: [7,114.49 Cr.

 Claims not acknowledged as debt: [167.44 Cr (Litigation/Tax disputes).

 Capital Commitments: The bank has ongoing commitments for branch expansion and IT infrastructure,
reflected in the (219 Cr CWIP.



3.9 Earnings Quality & Forensic Checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

3 Revenue timing

Revenue from

related parties %

Inventory vs
revenue growth

Inventory valuation
method change

Exceptional items
in operating profit

Depreciation rate
vs useful life policy

Provision reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

11

Deferred tax asset
12  recognition
adequacy

RPT quantum and

13
trend
14 Dividend paid vs
FCF adequacy
Unsecured Loan
15
Growth
Auditor KAM: ALM
16

Stickiness

17

Impact

Profit 1 — high
cash conversion

Revenue 1t —
interest accruals
rising

Profit + —
conservative
recognition

Neutral —
negligible risk

Neutral — not
applicable

Neutral — no
change in policy

Profit + —
negligible impact

Profit | —
conservative
charge

Profit 1 — non-
recurring boost

Profit 1 — DTA
utilization

Neutral —
expansionary
signal

Profit 1 —
aggressive
estimate

Neutral —
improving
governance

Neutral — capital
conservation

Profit 1 — margin
expansion via risk

Neutral — liquidity
risk focus

Status

O

O

O

Evidence

PAT [2,485 Cr; CFO
8,563 Cr.

Interest Accrued:
[2,394.97 Cr (FY23) vs
[1,636.67 Cr (FY22).

Note 17.03: Realization-
based recognition for
NPAs.

Intra-group exposure:
[212.52 Cr (FY23) vs
[766.28 Cr (FY22).

Inventory: [0.00 Cr.

Note 17.01: Lower of cost
or market.

Exceptional items: [1.00
Cr.

Depreciation: [435 Cr
(FY23) vs [B82 Cr
(FY22).

Note 18.25: Write-back of
[456.34 Cr in investment
depreciation.

Tax %: 25%; Direct Taxes
Paid: [B56 Cr; P&L Tax:
~[846 Cr.

CWIP: [219 Cr (FY23) vs
Y9 Cr (FY22).

DTA: [1,421.44 Cr
(FY23) vs [1,922.87 Cr
(FY22).

Note 18.04: Investments
in subsidiaries held at
[212.52 Cr.

Dividend Payout: 0.00%;
Net Profit: (2,485 Cr.

Unsecured advances
grew 39.87% to
[71,454.48 Cr.

Independent Auditor's
Report (p.110).

Notes Detail

CFO/PAT ratio > 1 indicates that
reported profits are fully supported by
operating cash inflows.

Note 11: Interest accrued but not due
on investments and advances is rising
faster than top-line growth (46% vs
32%).

Policy ensures no accrual of income
from stressed assets, maintaining high
earnings integrity.

Note 18.32: Sharp 72% reduction in
intra-group transactions mitigates
contagion and circular revenue risks.

Banking operations do not carry
physical inventory.

Consistent application of AFS/HFT/
HTM valuation categories per
regulatory requirements.

Minimal reliance on one-off gains to
meet earnings targets.

Note 17.05: Depreciation follows
Schedule Il of Companies Act 2013 on
a straight-line basis.

Reversal of prior-year stress boosted
current year earnings; accounts for
18.7% of PAT.

Utilization of brought-forward losses
reduces cash outflow, though P&L
reflects standard rates.

Increase aligns with branch network
scaling and increased employee costs.

Note 17.08: Management reassessed
DTA based on internal projections;
utilization boosted current PAT.

No major capital diversion to
subsidiaries; focus remains on parent
bank growth.

Bank is retaining 100% of earnings to
maintain CRAR (16.82%) and fund
growth.

Growth outpaces total advances
(28.79%) and revenue (32.35%),
increasing sensitivity to credit cycles.

Auditors focused on the "stickiness" of
retail deposits (CASA) critical for ALM.



# Check Impact Status Evidence Notes Detail

Lack of transparency in over half of the
operating cost base; potential for
hidden acquisition costs.

Other Expense Profit 1 — potential [6,737.89 Cr (55% of
Opacity cost masking OpEX) in "Misc" bucket.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

* Audit Opinion: Unqualified.
» Key Audit Matters (KAMs):
1. Maturity pattern of assets/liabilities: Auditors focused on liquidity risk and management's assumptions

regarding the "stickiness" of retail deposits (CASA), which are critical for the bank's Asset Liability
Management (ALM).

2. Asset Classification and Provisioning: Evaluation of the adequacy of provisions for NPAs and the
identification of stressed assets, particularly in the restructured COVID-19 portfolio.
* Auditor Change: M S K A & Associates and Kalyaniwalla & Mistry LLP acted as Joint Statutory Auditors for
FY 2022-23, following the mandatory rotation of B S R & Co. LLP.

« Independence: The use of joint auditors from reputed firms mitigates individual firm bias and aligns with RBI
mandates for large private banks.

B. Related Party Transactions

Party Relationship Nature Amount (FY23) Concern
Intra-group Entities Subsidiaries/Associates Total Exposure 212.52 Cr ad
IDFC FIRST Bharat Ltd Subsidiary Loan Sourcing Not disclosed Neutral

* RPT Risk Checks: Intra-group exposure was reduced by 72.26% YoY (from [66.28 Cr to [212.52 Cr).
¢ Quantum: 0.93% of Revenue and 5.96% of CFO.

« Verdict: Clean [ The sharp reduction to 0.09% of total exposure demonstrates high governance standards
and a focus on standalone balance sheet strength.

C. Shareholding

* Promoter (IDFC FHCL): 39.99% (up from 36.49% in Mar 2022).
* Fll: 19.31% (up from 13.44%).

* DII: 7.97% (down from 11.23%).

* Public: 32.73% (down from 38.84%).

* Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation

* Total Directors: 10 (60% Independent).
* Women Directors: 1 (Dr. Brinda Jagirdar).

« KMP Compensation: Core Operating Profit (COP) grew by 67.34% (to [4,607 Cr), while total employee costs
rose 38.78%, suggesting positive operating leverage.



* Family Relations: No KMPs share the same family name. All Board Committees (except CSR) are chaired
by Independent Directors.

F. Capital Allocation & Capex

Action FY Current (CJCr) FY Prior (CCr) % of CFO
Dividends 0.00 0.00 0.00%  Neutral
Capex (Fixed Assets) 1,188.00 482.00 33.34% 0O

Net Debt Change 4,249.49 7,177.00 119.27% O
Interest Payments 10,091.00 7,465.00 283.22%

Equity Issuance 2,260.00 3,034.00 63.43% O
Investments (Financial) 10,816.00 2,481.00 303.56% [
Bad-debts Written Off 1,830.47 2,604.24 51.37%

CAPEX Analytical Notes: * CFO Coverage: CFO/Capex ratio is 3.00x. The bank is self-funding its physical
infrastructure through operations. * Nature of Capex: Primarily growth-oriented; fixed asset purchases
increased 146% YoY to support branch and digital expansion. * Efficiency: Revenue grew 32.35% while Gross
Block grew 28.04%, indicating high deployment efficiency. * Takeaway: The 146% spike in capex is a lead
indicator for retail reach, but the 55% "Other Expenditure" bucket ((6,737.89 Cr) warrants monitoring for
hidden customer acquisition costs.

H. Risks

e Unsecured Concentration (Credit): Unsecured advances grew 39.87% to [¥1,454.48 Cr, now 47.07% of the
book. High sensitivity to economic downturns. (Severity: [OHigh)

« Derivative Notional (Market): Notional value of derivatives at [B.37 Lakh Cr. While CEM is low ({6,897 Cr),
gross notional creates counterparty vulnerability. (Severity: OMed)

* Refinancing Risk (Liquidity): [(24,579.65 Cr of debt matures in 1-3 years (42.96% of total borrowings).
Sensitive to interest rate hikes. (Severity: [IMed)

* DTA Reliance (Accounting): Net DTA of [1,421.44 Cr (5.3% of Net Worth). Realization depends on "virtual
certainty” of future profits. (Severity: OLow)

» Other Expense Opacity (Operational): [6,737.89 Cr (55% of OpEXx) in "Misc" bucket. Potential for cost
overruns or hidden CAC. (Severity: [IMed)



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Retail Rev 57%; Strong pivot to granular retail banking with
Business Quality 4 1 . . .
GNPA 2.51% improving asset quality.
. . CRAR 16.82%; CFO Healthy capital adequacy and strong cash
Financial Health 4 1 . .
> PAT generation from operations.
. . CFO [B.5k Cr > PAT Strong cash flow offset by non-recurring provision
Earnings Quality 3 - .
[2.4k Cr write-backs (18.7% of PAT).
Management & 5 . 0% Pledge; 60% Ind. Exemplary transparency and significant reduction
Governance Board in RPT exposure.
Capital Allocation & 4 . ROCE 16.16%; Disciplined reinvestment in retail infrastructure
Earnings Visibility Capex 146% 1 driving visible ROE expansion.

BUSINESS POSITIVES (for this company this year) * [Massive PAT Growth: Net Profit rose 1,725% to
[2,485 Cr, signaling the end of the turnaround phase. ¥1Strong Cash Conversion: CFO of [B,563 Cr
comfortably exceeds PAT, validating the liquidity of reported earnings. * ODe-risked Balance Sheet:
Infrastructure exposure reduced to 2.9% from 19% at merger. * Olmproving Liability Profile: Top 20
depositors' concentration fell from 16.06% to 12.56%. * [JOperating Leverage: Core Operating Profit grew 67%
vs. loan growth of 24%. * [JGovernance Improvement: Intra-group RPT exposure reduced by 72.26% YoY.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [lUnsecured Loan Concentration:
Unsecured advances now comprise 47.07% of the loan book, increasing credit risk. * CINon-recurring Profit
Boost: [456.34 Cr write-back in investment provisions contributed 18.7% of PAT. *JRefinancing Pressure:
42.96% of total borrowings ([24,579.65 Cr) mature within the next 1-3 years. 1fJExpense Opacity: 55% of
operating expenses ([6,737.89 Cr) are categorized in a "Miscellaneous" bucket. {JInterest Accrual Trend:
Accrued interest grew 46%, significantly outpacing revenue growth of 32%.

OVERALL SCORECARD SUMMARY IDFC FIRST Bank has successfully transitioned from a stressed DFI to a
high-growth retail bank, evidenced by a 1,725% jump in PAT and a healthy CRAR of 16.82%. While earnings
quality is high (CFO > PAT), the bottom line was significantly aided by non-recurring provision reversals and DTA
utilization. Governance is a standout strength with zero promoter pledging and a sharp reduction in RPTs. The
business is on a clear improving trajectory, though the high concentration of unsecured loans and medium-term
debt maturities are key monitorables.



Part B: Governance Check Matrix

10

Total: 9/10 [— Governance
Rating: 5

Check

Audit opinion clean?
Promoter pledge = 0?

KMP pay < 5% of PAT?
RPT quantum < 5% of
revenue?

Board > 50% independent?
At least 1 woman director?

No statutory dues
outstanding?

No fraud reported?

Audit trail enabled?

Frequent Auditor change

Part C: Investor Verdict

Status

O

O

Evidence

Unqualified opinion (p.110)

0.00% pledged (p.89)

Employee costs rose 38% vs 67% COP
growth

0.93% of revenue

60% Independent (6/10)

Dr. Brinda Jagirdar

No major defaults reported

Clean audit report
Confirmed in auditor's report

Joint auditors appointed after mandatory
rotation

THESIS: IDFC FIRST Bank is a high-execution retail banking play transitioning from a turnaround story to a
compounding machine, powered by a granular liability base and superior digital underwriting. OVERALL
STANCE: ACCUMULATE RATIONALE: Strong operating leverage and de-risked balance sheet justify a
premium valuation, despite reliance on unsecured growth. RE-EVALUATE WHEN: Gross NPA in the unsecured
retail segment exceeds 3.5% or Cost-to-Income ratio fails to trend downwards below 65%. BULL CASE:
Operating leverage kicks in fully as branch vintage matures, driving ROE toward 15%+. BEAR CASE: A sharp
economic downturn triggers defaults in the 47% unsecured book, necessitating massive credit costs. KEY
MONITORABLE: Unsecured Advances % of Total Book: 47.07% — Watch threshold: 50%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes
Metric /| Theme Summary A Status (FY22) Summary B Status (FY23) Forensic Takeaway
Focused on digital expansion ) . . . The bank has shifted from survival-
. . Aggressive physical scaling with . . )
Capital with modest capex ([482 Cr) mode capital raising to aggressive
. . N 146% capex surge (1,188 Cr) o .
Allocation and high equity dilution . ) physical infrastructure investment to
and lower equity reliance. )
(08,034 Cr). capture retail market share.
Operating leverage is finally
Margin Financing Margin at -15% Financing Margin improved to manifesting as the bank narrows the
Trajectory with ROA near zero (0.08%). -3% with ROE jumping to 9.61%. gap between interest earned and the
high cost of legacy/retail transition.
. Management has successfully
Legacy wholesale stress Unsecured retail advances -
Loan Book ) . swapped legacy wholesale credit risk
. dominated by 31.95% GNPA surged 40% to comprise 47.07% . Lo
Risk . for systemic unsecured retail risk to
in Infrastructure-Transport. of the total book.

drive yields.

The bank is successfully reducing its
Improved granularity with top 20 vulnerability to bulk withdrawal shocks
depositors falling to 12.56%. by building a more fragmented retail

High deposit concentration
Liability Profile  with top 20 depositors at

16.06%. .
deposit base.
. . ) . The narrative has pivoted from
Defensive and transitional, Confident and expansionary, .
Management R o " I explaining away past legacy baggage
focused on "cleaning" the focused on "compounding" and o )
Tone I o to projecting a high-growth, "Amazon-
balance sheet. institutionalization. )
style" market dominance.

. The spike in accrued interest relative to
Working Interest accrued not Interest accrued grew 46%, . .
Capital highlighted as a primar significantly outpacing revenue revenue suggests a potential lag in

i ighli i ignifi u i venu
- .g ¢ . v : S ¢ actual cash collections or a shift toward
(Accruals) divergence. growth of 32%.

longer-gestation retail products.

7.2 Persistent Patterns

» Earnings Quality Dependency: In both periods, reported PAT is significantly supported by non-recurring
items, specifically provision reversals or investment write-backs ([(486 Cr in FY22 vs. [456 Cr in FY23).

 Strong Cash Conversion: CFO consistently remains higher than PAT across both years, indicating that
despite accounting adjustments, the core business generates healthy operating liquidity.

» High Governance Standards: The bank maintains a 0% promoter pledge, 60% board independence, and
unqualified audit opinions consistently across both reporting cycles.

» Deferred Tax Asset (DTA) Reliance: A significant portion of the bank’s capital and profitability remains tied
to the utilization of DTAs ([1,922 Cr in FY22; (1,421 Cr in FY23), making future tax-shielded profits a critical
necessity.

* Expense Opacity: There is a recurring lack of transparency in operating costs, with "Other/Miscellaneous™
expenses consistently accounting for over 50% of the non-interest cost base.

* Retail-First Structural Pivot: The strategic commitment to a granular retail-funded and retail-lent model is
the dominant and unwavering structural trend across both years.

v5-Gemini | 107 pages | 111 chunks
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