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IDBI Bank Limited

Sector: Private Sector Bank

= About IDBI Bank Limited

IDBI Bank Limited is one of India's most storied financial institutions, originally established in 1964
as the Industrial Development Bank of India — a development finance institution tasked with
fuelling the country's post-independence industrial growth. Over the decades, it evolved into a full-
service commercial bank, offering a wide spectrum of products including retail banking, corporate
loans, MSME financing, home loans, personal loans, fixed deposits, insurance products, and digital
banking services.

Today, IDBI Bank operates a network of over 1,900 branches and 3,500+ ATMs spread across the
length and breadth of India, serving millions of individual, business, and government customers. Its
majority ownership rests with the Government of India and Life Insurance Corporation of India
(LIC), giving it an unmatched trust quotient among depositors and investors alike.

The bank has undergone a remarkable transformation in recent years — from being classified as a
Prompt Corrective Action (PCA) bank due to high NPAs, to emerging as one of India's most impressive
banking turnaround stories. With consistent profits, improving asset quality, and robust digital
initiatives, IDBI Bank is increasingly being watched by value investors as a compelling opportunity in
India's banking sector. &

& Official website: IDBI Bank Limited Official Website

#° Expansion Plans

IDBI Bank's strategic roadmap for 2025-2026 and beyond is built on three powerful pillars: digital
transformation, branch expansion, and credit growth. Here's what the bank's forward-looking
agenda looks like:

* [ Digital Banking Push: IDBI Bank has significantly ramped up investments in its mobile
banking platform, Go Mobile+, aiming to onboard millions of new-to-bank digital customers. The
bank is integrating Al-driven credit scoring to speed up loan disbursals and reduce turnaround
times to under 24 hours for retail borrowers.

* @ Geographic Reach: With plans to add several hundred new touchpoints in Tier 2, Tier 3, and
rural markets, IDBI is tapping into India's vast underbanked population. These markets offer
significantly higher margins and loyalty compared to metro banking customers.

®* 4 Home Loan & Retail Credit Expansion: The bank has identified home loans, auto loans, and
personal loans as priority growth verticals. Its home loan book is expected to grow at 18-22%
CAGR over the next three years, driven by India's booming real estate and housing demand.

®* @1 MSME Lending: IDBI has partnered with several fintech platforms to co-lend to small and
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medium enterprises, leveraging technology to manage risk while scaling exposure to this high-
yield segment efficiently.

it Privatisation Value Unlock: The Government of India's strategic disinvestment plan for IDBI
Bank remains a key catalyst. Should a strategic investor acquire a significant stake, it is expected
to bring in fresh capital, operational expertise, and a re-rating of the stock — potentially a
massive value unlock for existing shareholders. ¢”

12l NPA Resolution: The bank continues to aggressively recover and resolve legacy stressed
assets, with its gross NPA ratio declining sharply. As the balance sheet gets cleaner, capital can
be more efficiently deployed into high-yield retail and commercial loans.

These expansion initiatives, combined with India's structural credit growth story, position IDBI Bank

as a bank with significant earnings compounding potential over the next 3-5 years.

4 Key Positives

1 Remarkable Turnaround Story: IDBI Bank was under RBI's Prompt Corrective Action (PCA)
framework till 2021 due to high NPAs and losses. Its return to consistent profitability since FY22
is one of India's most impressive banking turnarounds — a classic fallen angel value investing
setup. &

1 Rock-Solid Promoter Backing: With a combined 94.72% promoter holding by the
Government of India and LIC, depositors and investors have an extraordinary safety net. This
ownership structure also means the bank enjoys preferential access to government business and
insurance float.

1 Improving Asset Quality: Gross NPA has declined from double digits to well below 5% — a
structural improvement that directly boosts earnings quality, reduces credit cost, and enables
higher loan book growth without proportional provisioning.

.1 Zero Debt-to-Equity: A D/E ratio of 0 is exceptional for a banking institution in terms of
equity leverage risk, reflecting a clean balance sheet approach and strong capital adequacy
positioning. £

.1 Attractive Valuation: At a PE of just 9.32x and PB of 1.3x, IDBI Bank trades at a meaningful
discount to private banking peers like HDFC Bank (~19x PE) and ICICI Bank (~17x PE), offering
significant re-rating potential as privatisation progresses.

4 Strong EPS Growth: With an EPS of X8.95 and a projected EPS growth rate of 16% annually,
the bank's earnings compounding story is genuinely compelling for patient investors.

4 Massive Intrinsic Value Gap: Our intrinsic value estimate of 272 vs. a market price of
suggests the stock may be trading at a deep discount — implying potential upside of over 200%

for long-term value investors. £

1 India's Credit Growth Tailwind: India's credit-to-GDP ratio remains well below global
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averages. As the economy grows, banks like IDBI with retail-focused, improving balance sheets
are natural beneficiaries of this structural growth story.

A, Key Concerns

¢ i, ROCE Below Peers: At 6.58%, IDBI's return on capital employed lags behind best-in-class
private banks. While improving, this metric needs to consistently surpass 10%+ to justify a
strong re-rating.

® 1, Privatisation Timeline Uncertainty: The government's disinvestment process has been
repeatedly delayed. Until a strategic investor is formally announced, the overhang may cap short-
term price appreciation.

® 1, Legacy NPA Tail Risk: While NPAs have improved, legacy stressed assets could re-surface if
the economic environment deteriorates — particularly in corporate lending segments.

® 1, PSU Bank Stigma: Institutional investors often apply a structural discount to public sector
banks due to governance concerns, slower decision-making, and potential political interference
in lending decisions.

® 1, Competition Intensifying: With aggressive private banks, small finance banks, and fintech
lenders all competing for the same retail borrower, IDBI must continually invest in technology
and service quality to retain market share.

@, SWOT Analysis

IDBI Bank's SWOT profile tells the story of a resilient institution in the midst of a powerful
transformation. Its core strengths — government backing, improving profitability, and a clean
balance sheet — provide a solid foundation. However, weaknesses such as below-par ROCE and
privatisation uncertainty remind investors to be patient. The opportunities are genuinely exciting:
India's credit boom, digital banking, and a potential strategic investor-led re-rating could be game-
changers. The threats — competition, interest rate cycles, and macro risks — are real but manageable
for a bank with IDBI's structural backing and improving operational discipline. [}

STRENGTHS
® Strong government and LIC backing with 94.72% promoter holding providing stability

® Robust turnaround story — from a loss-making bank to consistent profitability since FY22
®*  Well-diversified loan book across retail, MSME, and corporate segments

®* Improving asset quality with declining NPA ratios year over year

® ROCE at 6.58% remains below industry-leading peers, indicating capital efficiency challenges
® Privatisation process uncertainty creates regulatory and ownership overhang

® Relatively smaller branch network compared to SBI, HDFC Bank, and ICICI Bank
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£° OPPORTUNITIES
®* Government's planned strategic disinvestment could unlock significant value for shareholders
®* |ndia's underpenetrated credit market offers massive retail and MSME lending growth runway

® Digital banking expansion and fintech partnerships can lower cost of operations significantly

@ THREATS

® Rising interest rate cycles could compress net interest margins going forward
®* Intense competition from large private banks and new-age fintech lenders

® Macro-economic slowdown or credit cycle deterioration could spike NPAs again

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell

recommendation.

24 Profit & Loss (Last 5 Years)

IDBI Bank's financial journey over the past five years is a story of consistent revenue expansion and
accelerating profitability. Revenue has grown from approximately 21,847 Crin FY22 to an
estimated X42,500 Cr in FY26E — roughly doubling in four years — driven by loan book growth,
improving yields, and fee income diversification. More impressively, net profit has surged from
2,439 Crin FY22 to an estimated ¥9,550 Cr in FY26E, reflecting sharp operating leverage,
declining credit costs, and improving asset quality. This trajectory strongly supports the 16% EPS
growth narrative. @&

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

@ Risk Factors

* @ Interest Rate Risk: A rising interest rate environment can compress net interest margins
(NIMs), directly impacting profitability. IDBI's ability to reprice liabilities quickly is critical in such
scenarios.

* @ Credit Concentration Risk: Despite diversification efforts, the corporate loan book retains
some concentration in large industrial borrowers, making it vulnerable to sector-specific
downturns.

* @ Regulatory & Compliance Risk: As a government-owned bank undergoing privatisation, IDBI
faces complex regulatory transitions, including RBI oversight, SEBI disclosure requirements, and
potential changes to priority sector lending norms.

* @ Economic Slowdown Risk: Any significant deceleration in India's GDP growth could trigger
rising loan defaults, especially in the MSME and retail segments where IDBI is expanding
aggressively.
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* @ Cybersecurity & Digital Risk: With rapid digital expansion comes heightened exposure to
cyber fraud, data breaches, and operational technology failures — risks that are increasingly
consequential for banks.

* @ Disinvestment Deal Risk: If the privatisation process is scrapped or indefinitely deferred, the
anticipated re-rating catalyst disappears, potentially leading to prolonged underperformance
relative to peers.

* @ Foreign Exchange Risk: Exposure to foreign currency liabilities and cross-border transactions

creates currency risk that can impact earnings during periods of rupee volatility.

la} Value Investing Snapshot

Market Price (%) 3834

Mkt Cap (X Cr) 389,707 Cr ©)
PE Ratio 9.32x

PB Ratio 1.3x

Intrinsic Value (%) 3272 ©
Market Price vs IV Deep Discount (~69% below 1V) €
D/E Ratio 00

ROE (%) 14.9%
ROCE (%) 6.58% ()
Revenue CAGR (3Y)* ~18% ©
Profit CAGR (3Y)* ~38% €@
Promoter Holdings (%) 94.72% €
Pledging (%) N/A (Nil) @

* Revenue CAGR (3Y) and Profit CAGR (3Y) are estimates based on publicly available annual report data
and analyst research. All other metrics are based on verified financial data.

Legend: @ Green = Strong / Attractive | € | @ Red = Weak / CautionMkt
Cap: @ <310,000 Cr 10,000 Cr - %1,00,000 Cr @ > X1,00,000 Cr (1 lakh crore)

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to empowering India's
retail investors with institutional-quality stock research — completely accessible and jargon-free. in
Trusted by thousands of smart investors across India, Futurecaps specialises in identifying
multibagger stocks — companies with exceptional growth potential trading at attractive valuations.
Our research team combines deep fundamental analysis, value investing principles, and on-ground
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business insights to bring you stocks before the crowd discovers them. Whether you are a seasoned
investor or just starting your wealth creation journey, Futurecaps is your trusted research partner.

|
L4

. About Value Investing

Value investing — the timeless philosophy pioneered by Benjamin Graham and perfected by Warren
Buffett — is built on one powerful idea: buy great businesses at prices significantly below their intrinsic
value. 'yl The wider the gap between market price and intrinsic value, the greater your margin of
safety — and the more powerful your potential returns. IDBI Bank's current market price of X83.4
vs. an estimated intrinsic value of X272 illustrates this gap vividly. To calculate intrinsic value for any
stock yourself, try the Futurecaps Intrinsic Value Calculator — it's free, simple, and built for Indian
investors.

fiil Profit & Loss

IDBI Bank Limited revenue grew from X21.8K Cr (FY22) to I42.5K Cr (FY26E), a 18% CAGR. Net profit
expanded from X2.4K Cr to X9.6K Cr (41% CAGR), reflecting strong operating leverage.

M Ravenus M Mzt Profit
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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