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Axis Bank
Opting for the retail growth route

Company details

Market cap: Rs. 2,44,651 cr

52-week high/low: Rs. 819/400

NSE volume:  
(No of shares)

75.1 lakh

BSE code: 532215

NSE code: AXISBANK

Free float:  
(No of shares)

47.2 cr

Shareholding (%)

Promoters 11.7

FII 52.5

DII 20.4

Others 15.4

Price performance

(%) 1m 3m 6m 12m

Absolute 8.1 6.3 16.4 68.1

Relative to 
Sensex

0.0 -5.0 -1.8 19.1

Sharekhan Research, Bloomberg

Reco/View Change

Reco: Buy 

CMP: Rs. 798  

Price Target: Rs. 940 á

á Upgrade  Maintain â Downgrade

Price chart
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Axis Bank highlighted on its business strategy, in terms of growth and profitability. 
The bank wants to broaden its low-cost deposit franchise and thereby grow the 
deposit base in line with its loan book. Retail assets would remain a key growth 
driver. Moreover, it also plans to scale up and accelerate growth in the wholesale 
banking business. Its strategy going forward is to build a ‘digital bank’ and be a 
leader in the digital payments space -

 � Retail loans to be key growth driver: The management indicated that it would focus 
on deposit-led loan growth, especially retail loans that form 54% of its total loan 
book. Axis Bank’s loan book clocked a 13% CAGR during FY16-FY21. In Q1FY22, it 
expanded its loan book cautiously by 9.5% y-o-y. Of this, retail loans grew by 14% 
y-o-y and corporate loans also rose at 8% y-o-y in Q1. About 88% of its loan book 
is secured lending. Axis Bank’s emphasis continues to be on borrowers which have 
a relationship with the bank. 

 � CASA-led deposit growth with strong capital: Deposits clocked a 15% CAGR during 
FY16 to FY21 to Rs. 7.07 lakh crore as of March 2021. For Q1FY22, deposits grew 14% 
led by a 16% y-o-y increase in retail term deposits. Axis Bank is well-capitalised 
post a fund-raising of Rs. 10,000 crore in 2020 via equity, which increased its capital 
adequacy ratio (CAR) to 19% as of Q1FY22. This strengthens the bank’s balance 
sheet and would help it withstand any shocks that may arise from COVID-led 
economic disruptions. We believe that Axis Bank will emerge stronger and gain 
market share from state-owned banks/non-banking finance companies that are 
facing multiple issues (such as higher GNPAs and inadequate capital).

 � Sedate Q1FY22: Axis Bank’s Q1FY22 earnings increased 94% y-o-y but declined 
19% q-o-q. Margins declined 10 bps q-o-q to 3.46%. GNPA increased by 15 bps q-o-q 
to 3.85% as of Q1FY22. Provisions declined 20% y-o-y due to a higher provision 
buffer. The bank holds a provision buffer of ~2% of loans.

Our Call

Valuation–Maintain Buy with a revised PT of Rs. 940: Axis Bank trades at 
2.1x/1.8x/1.6x FY2022E/FY2023E/FY2024E ABVPS and we believe valuations are 
reasonable and there is potential for re-rating as earnings pick up and the economic 
scenario normalises. Conservative provisioning, strong capital base, overall franchise 
value and a high provision coverage ratio (PCR) are positives, which will help the bank 
ride over medium-term challenges and support growth and valuations. We maintain a 
Buy rating on the stock with a revised price target of Rs. 940.

Key risk

Prolonged uncertainty due to intermittent lockdowns may impact growth and a rise in 
NPAs in unsecured and other retail segments can pose a risk to profitability.

Summary

 � Axis Bank eyes calibrated retail-led growth driven by low-cost deposits and a 
strong capital base

 � Conservative provisioning, strong capital base, overall franchise value and a 
high provision coverage ratio (PCR) are positives, which will help the bank ride 
over medium-term challenges and support growth and valuations.

 � Q1FY22 earnings increased 94% y-o-y but fell 19% q-o-q. Margins declined 10 
bps q-o-q to 3.46%; GNPA rose by 15 bps q-o-q to 3.85% as of Q1FY22.

 � We maintain a Buy on Axis Bank with a revised PT of Rs. 940, given its strong 
focus on retail loans, robust capital base and provision buffer.

Banks & Finance Sharekhan code: AXISBANK Company Update

Valuation Rs cr

Particulars  FY21 FY22E FY23E FY24E

Net interest income 29,239 32,576 36,954 42,466

Net profit 6.588.5 13,688.6 19, 605.6 22,728.1

EPS (Rs) 21.5 44.7 63.992 74.184

PE (x) 36.0 21.0 19.7 20.7

Adj book value (Rs/share) 331.6 376.3 439.3 512.5

P/ABV (x) 2.4 2.1 1.8 1.6

RoE (%) 7.1 12.6 15.7 15.6

RoA (%) 0.7 1.3 1.7 1.7

Source: Company Data; Sharekhan estimates; 
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Beneficiary of weakness at PSBs/NBFCs; Axis Bank to gain market share: Private Banks have been gaining 

market share from public-sector banks and non-bank financiers (NBFCs), which are reeling from weak balance 

sheets and capital base. Private banks increased their share in the credit market to 37% in FY20 from 19% 

in FY09. They accounted for 32% of total deposits in FY19, up from 21% in FY09. We believe Axis could 

accelerate its market-share gains in the next few years driven by faster pace of business (loans + deposits) 

growth (15-20%) than PSU banks’ business growth (10-12%) and a stronger capital base. Its share in system 

loans increased to 5.1% in FY21 from 3.1% in FY09. Its share of deposits increased to 4.6% from 3.1%. We 

forecast that its loan market share will increase to 5.7% by FY22E and deposit share, to 5%. The latter should 

be led by a 17% per annum growth in deposits over FY20-22E.

Retail franchise is constantly scaled up: In Q1FY22, the domestic loan book grew 12% y-o-y, while deposits 

grew by 14% y-o-y. The share of retail loans in the overall loan book increased to 54% in Q1FY22 from 41% in 

Q1FY16. This portfolio is largely made up of housing loans, loans against property, vehicle financing, personal 

loans and credit cards. We forecast that the share of retail and SME loans will increase to 66% by FY22. Axis 

Bank’s branch network increased to 4600 in Q1FY22 from 2,589 in FY15. Backed by this, its CASA and retail 

term deposits accounted for 83% of its deposits in Q1FY22. CASA ratio at 42% was among the top five in the 

industry. Axis Bank’s cost of deposits came down to 3.9% in FY21 along with an increase in CASA deposits, 

from 6.4% in FY14. We expect the CASA ratio to be 46% by FY23E.

Focus changing to CASA + retail term deposits: Axis Bank has built a CASA franchise with its large branch 

network, enhanced digital experience and service delivery in the last decade. The bank’s CASA ratio increased 

to 42% in Q1FY22 from 39% a year ago, remaining among the top five in the industry. With a wide range of 

liability products, Axis Bank should be able to improve its low-cost deposits. We see support from a focus 

on NRI and government savings and digital savings accounts. Management is also leveraging its merchant 

business relationships, focusing on the government business, simplifying customer on-boarding and utilising 

digital activations to expand its current account deposit base.

Fee income to grow at 18% per annum over FY21-23: Axis Bank has developed significant sources of fee-

based income which accounted for 21% of its FY21 of total income. About 60% of its retail fee income came 

from cards and third-party product distribution in that year. Retail & transaction fee income grew 23% y-o-y 

in FY21. Retail fee income, which accounted for 62% of total fee income, grew 28% y-o-y. Its emphasis on the 

retail segment should benefit fee income. We forecast a 19% CAGR in fee income over FY21-23E, underpinned 

by 15% per annum retail loan growth.
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Source: Company, Sharekhan Research

NII and NIM trend

Source: Company, Sharekhan Research

Overall loan book

GNPA & NNPA have reduced

Source: Company, Sharekhan Research

Business in charts

Retail loan book and share (%)

Source: Company, Sharekhan Research

RoE trend (%)

Source: Company, Sharekhan Research

Well-capitalised with CAR of 19%

Source: Company, Sharekhan Research

41%

45%

47%

50%

53% 54%

35.0%

40.0%

45.0%

50.0%

55.0%

FY16 FY17 FY18 FY19 FY20 FY21

Retail loan (% of total loans)

0

1,00,000

2,00,000

3,00,000

4,00,000

5,00,000

6,00,000

7,00,000

FY16 FY17 FY18 FY19 FY20 FY21

Total Loans (Rs cr)

2.0%

2.2%

2.4%

2.6%

2.8%

3.0%

3.2%

3.4%

3.6%

15,000

18,000

21,000

24,000

27,000

30,000

FY16 FY17 FY18 FY19 FY20 FY21

NII (Rs cr.) NIM (%) (RHS)

0.0%

2.0%

4.0%

6.0%

8.0%

FY16 FY17 FY18 FY19 FY20 FY21

Gross NPLs (%) Net NPLs (%)

16.8%

6.8%

0.5%

7.2%

2.1%

7.1%

0.0%

5.0%

10.0%

15.0%

20.0%

FY16 FY17 FY18 FY19 FY20 FY21

ROE

12.5% 11.9% 13.0% 12.5%
14.5% 15.4%

2.8% 3.1%
3.5% 3.3%

3.0%
3.7%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

FY16 FY17 FY18 FY19 FY20 FY21

Tier I Tier II



September 03, 2021 5

S
to

ck
 U

p
d

a
te

Powered by the Sharekhan
3R Research Philosophy

Outlook and Valuation

n Sector View – Credit growth yet to pick up, private banks placed better

System-level credit offtake remains sedate, growing by 6.5% y-o-y in the fortnight ending August 13, 2021. On the 

other hand, deposits rose by 10.6%, which indicate a healthier economic scenario. Moreover, the RBI’s accommodative 

monetary policy stance, resulting in surplus liquidity, provides succour in terms of easy availability of funds and lower 

cost of funds for banks and financials. The end of the loan moratorium is a relief. Going forward, corporate exposure 

is likely to be a function of asset quality, client profile, as well as economic recovery. At present, we believe that 

banking sector is likely to see increased risk-off behaviour, with tactical market share gains for well-placed players. We 

believe private banks, with a strong capital base and strong asset quality (with high coverage and provision buffers), 

are structurally better placed to take-off once the situation normalises.

n Company Outlook – Cautious growth strategy augurs well

We believe that with Axis Bank’s strong positioning, across retail, business banking and corporate with a pan-India presence, 

it is likely to see fewer challenges to growth as and when it starts to unwind its cautious stance. Axis Bank has tightened 

underwriting standards and oversight policies and now been frontloading provisions, which we believe is positive and 

allows them to target growth in FY2022E unburdened from legacy issues. In the retail segment too and tighter underwriting 

criteria across product lines, collections efficiency has also been strengthened. A strong liabilities segment (led with retail 

term and CASA deposits) places it at a strong position with margin cushions. We believe that while Axis Bank is being 

prudent with a provision buffer, it is a long-term positive and will help to provide investor comfort.

n Valuation – Maintain Buy with a revised PT of Rs. 940

Axis Bank trades at 2.1x / 1.8x / 1.6x FY2022E / FY2023E / FY2024E ABVPS and we believe valuations are reasonable and 

there is potential for re-rating as earnings pick up and the economic scenario normalises. Conservative provisioning, strong 

capital base, overall franchise value and a high provision coverage ratio (PCR) are positives, which will help the bank ride 

over medium-term challenges and support growth and valuations. We maintain a Buy rating on the stock with a revised 

price target of Rs. 940.

One-year forward P/B (x) band

Source: Sharekhan Research 

0.8

1.3

1.8

2.3

2.8

3.3

3.8

Se
p-

11

M
ar

-1
2

Se
p-

12

M
ar

-1
3

Se
p-

13

M
ar

-1
4

Se
p-

14

M
ar

-1
5

Se
p-

15

M
ar

-1
6

Se
p-

16

M
ar

-1
7

Se
p-

17

M
ar

-1
8

Se
p-

18

M
ar

-1
9

Se
p-

19

M
ar

-2
0

Se
p-

20

M
ar

-2
1

Se
p-

21

P/
BV

Fwd. P/BV (x) Average +1 SD -1 SD +2 SD -2 SD

+2SD

+1SD

Avg

-1SD

-2SD



September 03, 2021 6

S
to

ck
 U

p
d

a
te

Powered by the Sharekhan
3R Research Philosophy

About company

Axis Bank is the third-largest private sector bank in India. The bank offers the entire spectrum of financial 

services to customer segments covering large and mid-corporates, MSME, Agriculture and retail businesses. 

The bank has 11 subsidiaries which contribute and benefit from the bank’s strong market position across 

categories.

Investment theme

Axis Bank has a well- diversified loan book having strengths in both retail and corporate segments. The 

bank’s liability profile has improved significantly, which would be helpful in sustaining margins at healthy 

levels. Of late, the loan book quality is improving, which we believe is positive for its profitability and growth 

going forward. However, we believe given the comfortable liquidity, the overall franchise value, healthy 

capitalization levels and a high provision coverage ratio (PCR) Axis bank will be able to ride over the medium-

term challenges. The deal with MFS is also a long-term positive that can yield considerable benefits. At 

present we believe risk reward is favourable for long term investors. Axis Bank has shared a strong business 

relationship with Max Life for over a decade now distributing the long-term saving and protection products 

to nearly 20 lakh customers, generating aggregated total premium of over Rs 40,000 crore through this 

partnership. Both companies have already invested extensively in product and need-based sales training, 

and we believe that this strategic partnership would further strengthen and deepen its relationship leading to 

better integration and alignment of the teams.

 

Key Risks

Prolonged uncertainty due to intermittent lockdowns may impact growth, and rise in NPAs in unsecured and 

other retail segments can pose a risk to profitability.

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Additional Data

Key management personnel 

Mr Amitabh Chaudhary MD & CEO

Mr Rajesh Dahiya Executive Director (Corporate Centre)

Mr Rajiv Anand Executive Director

Mr Jairam Sridharan Group Executive & CFO
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Life Insurance Corp of India 7.99

2 Unit Trust of India 1.56

3 SBI Funds Management Pvt Ltd 3.2

4 Abu Dhabi Investment Authority 1.18

5 Oakmark International 2.5

6 Dodge & Cox 2.7

7 HDFC Asset Management 1.89

8 Govt of Singapore 1.04

9 Vanguard Group Inc/The 1.07

10 BNP Paribas Arbitrage 1.05
Source: BSE


