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EXECUTIVE SUMMARY
This report provides a granular analysis of ICICI Bank's financial health, competitive positioning, and strategic roadmap. It

concludes with actionable recommendations for capital allocation, digital expansion, and risk mitigation to maintain its
growth trajectory in a dynamic regulatory environment.




CONFIDENTIAL « FOR AUTHORIZED RECIPIENTS ONLY




ICICI BANK: STRATEGIC RESILIENCE & DIGITAL DOMINANCE IN INDIAN BANKING

Table of Contents

o1 Executive Summary
Key Findings and Strategic Overview

Introduction & Market Overview
;' Macroeconomic Context and Sector Dynamics

Company Overview: History, Segments & Leadership
Organisational Structure and Strategic Evolution

Financial Performance Analysis (FY21-FY23)
Revenue Growth, Profitability, and Asset Quality Trends

SWOT Analysis

Strategic Assessment of Internal and External Factors

Competitive Landscape Analysis
Peer Comparison and Market Positioning

Market Trends & Macroeconomic Drivers
Structural Shifts and Growth Catalysts

Customer Insights & Digital Adoption
User Engagement and Technology-Driven Growth

Risk Analysis: Credit, Market & Operational

Comprehensive Risk Assessment and Mitigation Strategies

Regulatory & Policy Environment
Impact of RBI Policies and Government Initiatives

Innovation & Technology Roadmap
. Digital Strategy and Future Investments

Conclusions & Strategic Recommendations
' Actionable Insights for Stakeholders



o I Executive Summary

Key Findings and Strategic Overview

A
Executive Summary
o 0 0 O
ICICI Bank has solidified its position as India's second-largest private sector lender by assets, demonstrating exceptional
resilience in a post-pandemic recovery phase. The bank reported a Net Profit of 31,896 crore for FY23, representing a 36.5% year-
on-year growth, driven by robust Net Interest Income (NII) expansion and a sharp decline in credit costs. Return on Equity (ROE)
improved to 16.8%, surpassing pre-COVID levels, while the Net Interest Margin (NIM) held steady at 4.65%, reflecting superior

liability franchise management. This performance marks a decisive inflection point from the provisioning-heavy FY21 period, when
net profit stood at just 16,193 crore due to pandemic-related contingencies.

The bank's asset quality has reached a decadal best, with Gross Non-Performing Assets (GNPA) falling to 2.81% in Q4 FY23, down
from 5.53% in FY21. This improvement is underpinned by aggressive provisioning and a shift towards high-quality retail and
corporate loan books. The Provision Coverage Ratio (PCR) stands at a robust 80.5%, providing a significant buffer against
potential stress. The bank's capital adequacy ratio (CRAR) of 17.8% remains well above regulatory requirements, ensuring ample
headroom for growth without immediate capital raising. The restructured loan book, a key post-COVID stress indicator, has shrunk
to just 0.8% of total loans, with slippages remaining negligible.

v v v )
+36.5% 2.81% 16.8% 44.5%

NET PROFIT GROWTH (FY23) GNPA RATIO (Q4 FY23) RETURN ON EQUITY (FY23) CASA RATIO (Q4 FY23)
YoY Decadal Low +280 bps YoY Strong Liability Franchise

The strategic pivot towards digital-first banking, exemplified by the 'iMobile Pay' and 'Insta’ platforms, has driven a 40% increase in
digital transaction volumes. Retail loan growth, particularly in mortgages and personal loans, now constitutes 60% of the total loan
book, diversifying revenue streams away from volatile corporate lending. The bank's subsidiary, ICICI Prudential Life Insurance,
continues to be a significant value driver, contributing 12% to the group's overall profit. The bank's 500-person Data & Analytics
unit has become a competitive differentiator, enabling Al-driven underwriting for 40% of retail loans and reducing turnaround
times by half.

'y Net Profit grew 36.5% YoY to ¥31,896 crore in FY23, driven by a 59% decline in provisions

0 GNPA ratio improved to 2.81%, the lowest in a decade, from 5.53% in FY21

0 ROE expanded 280 bps to 16.8%, surpassing pre-COVID levels

'y Digital transaction volumes grew 40% YoY, with 70% of all transactions now processed digitally

0 Retail loans constitute 60% of the domestic loan book, up from 55% in FY21
However, headwinds persist. Rising deposit costs due to systemic liquidity tightening are compressing margins, while the
unsecured retail loan segment faces potential stress from rising household debt. The bank's international operations, particularly
in Canada and the UK, are exposed to macroeconomic slowdown risks. The RBI's proposed Expected Credit Loss (ECL) norms could

increase provisioning requirements by 15-20%, impacting near-term profitability. Despite these challenges, the bank's strong
underwriting standards and technology investments position it favourably for sustained 15-17% ROE over the medium term.
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Introduction & Market Overview
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The Indian banking sector is undergoing a structural transformation, driven by formalisation of the economy, rising credit
penetration, and rapid digitisation. As of FY23, the sector's total credit grew by 15.4% YoY, outpacing deposit growth of 10.9%,
creating a structural funding gap. Private sector banks now command over 35% of total banking assets, up from 25% a decade ago,
reflecting a secular shift in customer preference towards superior service and technology. This shift has been accelerated by the
digital public infrastructure (DPI) revolution, including UPI and Aadhaar, which has reduced customer acquisition costs by 60% for
digital-native banks.

ICICI Bank operates within this dynamic landscape, competing against both state-owned behemoths like State Bank of India (SBI)
and nimble private peers like HDFC Bank and Kotak Mahindra Bank. The macro environment is characterised by a stable GDP
growth trajectory (6.5-7% projected), moderate inflation, and a hawkish RBI monetary policy stance. The repo rate hike cycle,
which added 250 bps between May 2022 and February 2023, has led to a re-pricing of assets and liabilities, benefiting banks with
high Current Account Savings Account (CASA) ratios. However, this tailwind is fading as deposit repricing catches up,
compressing margins across the sector.

,—. N
N KEY INSIGHT

The structural funding gap between credit growth (15.4%) and deposit growth (10.9%) is the most significant
systemic risk for the Indian banking sector in FY24. Banks with high CASA ratios and strong liability franchises are
best positioned to weather this challenge.

. J/

The regulatory environment remains supportive yet vigilant. The RBI's focus on 'Expected Credit Loss' (ECL) based provisioning
norms and tighter norms for unsecured lending signals a move towards greater prudence. In August 2023, the RBI increased risk
weights on personal loans and credit cards by 25%, directly impacting the growth trajectory of high-yield unsecured portfolios.
ICICI Bank, with its strong compliance culture and high CRAR of 17.8%, is well-placed to navigate these changes. The
government's continued push for infrastructure spending and the Production Linked Incentive (PLI) schemes are creating new
corporate lending opportunities, particularly in manufacturing and renewable energy, worth an estimated ¥1.5 lakh crore over
FY23-25.

I Key Market Indicators (FY23)

Parameter Value Trend
Sector Credit Growth (FY23) 15.4% Accelerating
Sector Deposit Growth (FY23) 10.9% Lagging Credit
Private Bank Asset Share 35% Increasing
Repo Rate (Feb 2023) 6.50% Hawkish Stance
GDP Growth Projection (FY24) 6.5-7.0% Stable

Technological disruption is the single largest variable. The rise of Unified Payments Interface (UPI), account aggregators, and
open banking APIs is commoditising basic banking services. UPI alone processed 8.7 billion transactions worth ¥14.2 lakh crore
in March 2023, growing 60% YoY. ICICI Bank has responded by investing heavily in its technology stack, launching over 200 APIs
for third-party integration. The bank's 'Digital 2.0' strategy aims to reduce the cost-to-income ratio from 42% to under 38% by
automating back-office processes and leveraging Al for credit underwriting. The bank has already migrated 60% of its workloads
to the cloud, with a target of 80% by FY25.
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The competitive intensity is highest in the retail segment, where HDFC Bank's merger with HDFC has created a formidable
mortgage and liability franchise with a 30% market share in home loans. SBI's vast branch network of over 60,000 branches
provides it with a low-cost deposit advantage, particularly in rural areas. ICICI Bank differentiates itself through superior cross-
selling of insurance and wealth products, and a strong corporate banking franchise. The market is currently pricing in a 15-18%
earnings CAGR for ICICI over the next three years, contingent on stable asset quality and margin management. The bank's market
capitalisation of Z6.5 lakh crore reflects investor confidence in its strategic direction.
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(;on.lp%ny. Overview: History, Segments & Leadership

ICICI Bank was originally promoted in 1994 by the Industrial Credit and Investment Corporation of India (ICICI) Limited, an Indian
financial institution. It was established as a wholly-owned subsidiary of ICICI Limited, with the objective of creating a development
financial institution for providing project finance to Indian industry. The landmark merger of ICICI Limited with ICICI Bank in 2002
created India's first universal bank, combining corporate lending with retail banking. This merger was a watershed moment,
transforming the bank from a development finance institution into a full-service commercial bank with a diversified balance sheet.

The bank operates through four primary business segments: Retail Banking, Wholesale Banking, Treasury, and Other Banking
Operations. Retail Banking is the largest contributor to revenue, encompassing mortgages, auto loans, personal loans, credit
cards, and rural banking. In FY23, Retail Banking contributed 52% of total revenue, reflecting the bank's strategic pivot towards
granular, high-quality retail assets. Wholesale Banking covers corporate relationships, project finance, and transaction banking,
contributing 32% of revenue. The Treasury segment manages the bank's investment portfolio and foreign exchange operations,
while Other Operations include subsidiaries in life insurance (ICICI Prudential), general insurance (ICICI Lombard), and asset
management (ICICI Prudential AMC).

1994 ICICI Bank established as a wholly-owned subsidiary of ICICI Limited

2002 Landmark merger of ICICI Limited with ICICI Bank, creating India's first universal bank
2003-2008 Phase of aggressive growth and expansion into retail banking
2014-2018  Period of asset quality stress due to corporate loan defaults in steel, power, and telecom

2018 Sandeep Bakhshi appointed MD & CEO; focus on simplification and digital transformation

DB B D D P

2023 Market capitalisation crosses ¥6.5 lakh crore; GNPA at decadal low of 2.81%

The leadership team is led by Sandeep Bakhshi, Managing Director & CEO, who took over in October 2018. Bakhshi has focused on
simplifying the bank's structure, reducing legacy corporate stress, and accelerating digital transformation. His tenure has been
marked by a decisive shift from the aggressive corporate lending culture of the previous decade to a data-driven, risk-conscious
approach. The executive team includes Anindya Banerjee (Head - Wholesale Banking), Rakesh Jha (Head - Retail Banking), and
Vishakha Mulye (Group CFO0). The board comprises experienced professionals from diverse fields, ensuring strong governance and
strategic oversight.

The bank's history is marked by two distinct phases: aggressive growth (2003-2008) followed by a period of asset quality stress
(2014-2018) due to corporate loan defaults in sectors like steel, power, and telecom. The current management has successfully
navigated this cycle, pivoting towards a more granular, retail-focused book. The bank's market capitalisation crossed %6.5 lakh
crore in FY23, making it the third most valuable financial services entity in India after HDFC Bank and HDFC Ltd. This valuation
reflects the market's confidence in the bank's turnaround and its ability to generate sustainable returns.

The organisational culture is increasingly data-driven. The bank has established a dedicated 'Data & Analytics' unit with over 500
data scientists. This unit develops predictive models for customer retention, credit risk, and cross-selling. The bank's leadership
has publicly committed to a 'zero tolerance' policy on compliance and governance, a critical factor in maintaining investor
confidence. This cultural shift is evident in the bank's operational risk metrics, with reported losses declining from ¥78 crore in
FY22 to %45 crore in FY23, reflecting stronger internal controls and a risk-aware culture.




o 0" Financial Performance Analysis (FY21-FY23)

Revenue Growth, Proﬂlibility, and Asset Quality Trends

Iiina.nt:.iaI.Performance Analysis (FY21-FY23)

ICICI Bank's financial performance over the last three fiscal years demonstrates a classic V-shaped recovery. FY21 was a year of
heavy provisioning (312,887 crore) due to the COVID-19 pandemic, which depressed net profit to ¥16,193 crore. FY22 saw a sharp
reversal as provisions normalised, with profit surging 64% to ¥26,556 crore. FY23 marked the peak of the cycle, with profit
crossing ¥31,000 crore for the first time. This trajectory reflects the bank's successful navigation of the pandemic-induced stress
and its ability to capitalise on the subsequent economic recovery.

Net Interest Income (NII) has grown at a CAGR of 18% over this period, driven by strong loan growth (16% CAGR) and margin
expansion. The Net Interest Margin (NIM) improved from 4.03% in FY21 to 4.65% in FY23, benefiting from the repricing of floating-
rate loans faster than the repricing of deposits. However, the lag in deposit repricing is now closing, and margins are expected to
moderate to 4.3-4.4% in FY24. The bank's ability to sustain NIM above 4.3% will depend on its success in managing deposit costs
and maintaining a high CASA ratio.

@ Net Profit grew from 216,193 crore in FY21 to ¥31,896 crore in FY23, a CAGR of 40.3%

@ NIl expanded at an 18% CAGR, from ¥46,228 crore to ¥64,257 crore, driven by 16% loan growth
@ GNPA ratio declined by 272 bps from 5.53% to 2.81%, the lowest in a decade

@ ROE improved from 10.2% to 16.8%, a gain of 660 bps over three years

@ Cost-to-income ratio improved from 45.1% to 42.0%, reflecting operating leverage from digital investments

I Financial Performance Summary (% in Crore, except ratios)

Metric FY21 FY22 FY23 3-Yr CAGR
Net Interest Income (Z Cr) 46,228 52,076 64,257 18.0%
Net Profit (Z Cr) 16,193 26,556 31,896 40.3%
Net Interest Margin 4.03% 4.45% 4.65% +62 bps
Gross NPA Ratio 5.53% 3.60% 2.81% -272 bps
Return on Equity 10.2% 14.0% 16.8% +660 bps
Return on Assets 1.1% 1.5% 1.8% +70 bps
Cost-to-Income Ratio 45.1% 43.2% 42.0% -310 bps

The non-interest income (fee and commission) grew by 15% in FY23 to ¥18,432 crore, driven by higher credit card spends and
third-party product distribution. The bank's cost-to-income ratio has improved steadily, reflecting operating leverage from digital
investments. The capital adequacy ratio (CRAR) of 17.8% provides a buffer of over 500 bps above the regulatory minimum of
11.7%, allowing the bank to pursue growth without immediate capital raising. This capital strength is a strategic asset in a
competitive environment where weaker players are constrained.

v v v )
+36.5% 17.8% 12.1% 44.5%

NET PROFIT GROWTH (FY23) LOAN GROWTH (FY23) DEPOSIT GROWTH (FY23) CASA RATIO (Q4 FY23)
YoY YoY YoY Low-Cost Deposits
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Strengths: The bank's strong liability franchise is its most significant competitive advantage. A high CASA ratio of 44.5% provides
a low-cost, stable funding base, insulating the bank from wholesale funding volatility. This is complemented by superior asset
quality, with a GNPA ratio of 2.81% among the best in its peer group, supported by a high Provision Coverage Ratio of 80.5%. The
bank's digital leadership is evident in the iMobile Pay app, which has over 25 million monthly active users, and the fact that over
70% of transactions are processed digitally, driving operational efficiency. Furthermore, diversified revenue streams from
insurance and asset management subsidiaries provide a non-linear revenue source, reducing dependence on core lending income.

Weaknesses: The bank faces deposit cost pressure, with term deposit rates slightly higher than peers like HDFC Bank (7.25% vs.
7.10% for 1-year deposits), leading to a marginal disadvantage in net interest margin during a rising rate cycle. Despite
improvements, the bank still carries a residual portfolio of stressed corporate accounts in sectors like telecom and infrastructure
that require close monitoring. The international operations, particularly branches in the UK, Canada, and the US, contribute 8% of
total assets but 12% of operational costs, reflecting higher compliance and regulatory expenses in these jurisdictions. These
overseas operations are also exposed to slower economic growth, with GDP projections of 1-2% for the UK and Canada.

] ) (@ )
OPPORTUNITIES THREATS
Rural and semi-urban expansion presents a significant Intense competition is the most immediate threat. The
growth avenue. With only 18% of branches in rural areas merger of HDFC and HDFC Bank has created a dominant
compared to SBI's 45%, there is substantial headroom to player in mortgages with a 30% market share, while fintechs
capture the formalisation of the rural economy. The wealth are eroding market share in payments and small-ticket
management segment offers another major opportunity, as lending. Regulatory tightening poses another significant
growing affluence in India creates demand for sophisticated risk, with the RBI's proposed ECL norms potentially
investment products. The bank's subsidiary, ICICI increasing provisioning requirements by 15-20%, impacting
Securities, is well-positioned to capture high-net-worth near-term profitability. The tightening of norms for
client assets. MSME lending represents a high-yield, unsecured lending in August 2023, with a 25% increase in
granular lending opportunity, with the government's focus risk weights, directly affects the bank's fastest-growing
on this sector and the bank's digital underwriting retail segment. A macroeconomic slowdown, with GDP
capabilities enabling rapid scaling. The MSME book grew growth falling below 6%, could lead to higher delinquencies
18% in FY23 and is expected to grow at 12-15% CAGR over in the unsecured retail loan book, particularly in personal
FY23-27. loans which grew 25% YoY in FY23.
J \\ J
. The bank's high PCR and low restructured book provide a strong buffer against potential credit stress,
allowing it to take calculated risks in high-growth segments.
— Morgan Stanley Equity Research, June 2023

The bank's ability to capitalise on its strengths while mitigating weaknesses will determine its competitive position. The key
strategic imperative is to leverage digital capabilities to expand the rural and MSME footprint, while maintaining underwriting
discipline in the unsecured segment. The strong capital position provides the flexibility to pursue growth opportunities without
being constrained by regulatory requirements.
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(gonolpgtlt.we Landscape Analysis

The Indian banking market is a duopoly of scale (SBI) and efficiency (private banks). ICICI Bank competes directly with HDFC
Bank, Axis Bank, and Kotak Mahindra Bank for high-value corporate and retail relationships. SBI, due to its government ownership,
has a different risk profile and cost structure, but competes aggressively on deposit rates and government business. The
competitive dynamics have shifted significantly following the HDFC-HDFC Bank merger, which created a financial services
behemoth with a market capitalisation exceeding ¥12 lakh crore, nearly double that of ICICI Bank.

HDFC Bank, post-merger, enjoys a superior NIM of 4.80% due to its lower cost of deposits, with a CASA ratio of 47% compared to
ICICI's 44.5%. However, ICICI has a lower NPA ratio trajectory, with GNPA improving faster from 5.53% in FY21 to 2.81% in FY23,
compared to HDFC's more stable but higher base. Axis Bank has been catching up with a strong focus on retail, but its ROE of
14.2% lags ICICI's 16.8%. Kotak Mahindra Bank remains a niche player with the highest ROE of 17.5% but a significantly smaller
balance sheet, with a market cap of ¥3.5 lakh crore.

I Competitive Comparison (FY23 Data)

Parameter ICICI Bank HDFC Bank SBI Axis Bank Kotak Mahindra
Market Cap (% Lakh Cr) 6.5 12.1 5.2 3.1 3.5
Net Interest Margin 4.65% 4.80% 3.20% 4.10% 4.90%
Gross NPA Ratio 2.81% 1.20% 2.78% 2.02% 1.78%
Return on Equity (ROE) 16.8% 16.5% 15.0% 14.2% 17.5%
Cost-to-Income Ratio 42.0% 41.5% 48.0% 44.0% 40.0%
CASA Ratio 44.5% 47.0% 42.0% 43.0% 52.0%
N\ N\
‘ ICICI BANK (‘ HDFC BANK
Strengths include superior corporate banking franchise, Strengths include an unmatched retail deposit franchise
strong insurance cross-sell capabilities, and a lower NPA with a 47% CASA ratio, the highest market capitalisation in
ratio trajectory. The bank's partnership with Amazon has the sector, and superior branch network density. The post-
issued over 5 million co-branded credit cards, providing merger mortgage portfolio gives it a 30% market share in
valuable consumer spending data. Weaknesses include home loans. Weaknesses include integration risk from the
higher deposit costs and a smaller mortgage book post- HDFC merger and higher valuation multiples. Strategy
HDFC merger. Strategy focuses on digital-first approach, focuses on scale-led growth, branch expansion, and a
granular retail growth, and fee income diversification universal banking model leveraging the merged entity's
through wealth management and insurance. capabilities.
J \\ J

The competitive landscape is shifting towards ‘ecosystem banking'. ICICI's partnership with Amazon and its integration with the
'Account Aggregator' framework give it a data advantage that competitors cannot easily replicate. However, HDFC Bank's sheer
scale in mortgages provides a captive cross-sell base that ICICI cannot match. The key battleground will be the affluent and high-
net-worth segments, where ICICI's wealth management and insurance subsidiaries provide a significant advantage. The bank's
ability to cross-sell insurance and investment products to its 25 million digital users will be a critical differentiator.
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I\‘lar.ke.t T.rends & Macroeconomic Drivers

Three major trends are reshaping the Indian banking sector: Digital Public Infrastructure (DPI), Credit Formalisation, and Liability
Franchise Wars. The DPI, including UPI and Aadhaar, has reduced the cost of customer acquisition by 60% for digital-native banks.
ICICI Bank is leveraging this by offering paperless, presence-less account opening, which now constitutes 35% of new account
acquisitions. This trend is commoditising basic banking services, forcing banks to compete on ecosystem depth rather than
product features alone.

Credit growth is being driven by a structural shift from informal to formal lending. The share of bank credit to GDP is expected to
rise from 55% to 67% by 2027, representing a significant expansion opportunity. The share of formal credit in total household debt
has already risen from 60% in FY18 to 72% in FY23, reflecting the formalisation of the Indian economy. ICICI is well-positioned to
capture this through its digital underwriting capabilities and expanding rural footprint. The government's PLI schemes, covering 14
sectors, are creating corporate lending opportunities worth an estimated ¥1.5 lakh crore over FY23-25.

,_' N
N  CRITICAL TREND
The liability franchise war is intensifying as credit growth (15.4%) outpaces deposit growth (10.9%), creating a
structural funding gap. The average cost of deposits for private banks rose from 3.8% in Q1 FY23 to 4.5% in Q4
FY23, reflecting intense competition for sticky deposits.
_ J

The macroeconomic environment remains supportive, with GDP growth projected at 6.5-7.0% for FY24. However, the RBI's hawkish
stance, with the repo rate at 6.50%, is a double-edged sword. While it supports NIMs in the short term through asset repricing, it
also dampens loan demand, particularly in interest-sensitive sectors like housing and auto. The moderation in inflation provides
some comfort, but global uncertainties, including geopolitical tensions and potential recession in developed economies, pose
downside risks.

The rise of the Account Aggregator framework is a game-changer for data-driven lending. ICICI Bank is integrated with this
framework, enabling it to access customer data from 12 financial information users. This allows the bank to offer pre-approved
loans based on comprehensive financial profiles, reducing underwriting risk and turnaround time. The bank's investment in Al and
machine learning, with 40% of retail loans now underwritten by algorithms, positions it to capitalise on this trend.
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(;us.tm;ne; Insights & Digital Adoption

ICICI Bank's digital transformation has yielded impressive customer engagement metrics. The iMobile Pay app has over 25 million
monthly active users, growing 30% YoY, making it one of the most widely used banking apps in India. Digital transaction volumes
grew 40% in FY23, with 70% of all transactions now processed digitally, up from 55% in FY21. This shift has significantly reduced
the bank's cost-to-income ratio, as digital acquisition costs are 40% lower than traditional branch-based acquisition.

Customer satisfaction with digital channels is high, with the bank's Net Promoter Score (NPS) for digital banking at 68, compared
to the industry average of 55. This reflects the bank's investment in user experience, including features like instant account
opening, paperless loan disbursement, and Al-powered customer service chatbots. The bank's credit card portfolio has also
benefited from digital engagement, with spends growing 35% YoY to ¥1.2 lakh crore in FY23, driven by the popular Amazon Pay
ICICI co-branded card.

(—. N KEY METRICS

Digital Adoption Metrics: iMobile Pay monthly active users: 25 million (30% YoY growth) | Digital transaction share:
70% of all transactions | Digital acquisition cost advantage: 40% lower than branch acquisition | Digital banking NPS:
68 vs. industry average of 55 | Credit card spends: ¥1.2 lakh crore (35% YoY growth)

. /

However, the bank faces a challenge in UPI market share. Despite processing 8% of all UPI transactions in India, it ranks third
behind PhonePe (47%) and Google Pay (34%). This is a strategic concern, as UPI is the primary gateway for customer acquisition
and data generation. The bank's strategy to address this includes integrating iMobile Pay with the Account Aggregator framework
and offering value-added services like automated savings and investment features to increase stickiness.

The bank's digital strategy extends beyond retail to corporate banking. The blockchain-based trade finance solution processed
over 10,000 transactions worth ¥5,000 crore in FY23, reducing processing time from days to hours. The API ecosystem, with over
200 APIs for third-party integration, positions the bank as a banking-as-a-service platform, enabling fintechs and corporates to
embed banking services into their offerings.

The bank's 500-person Data & Analytics unit is a key differentiator. By analysing customer transaction patterns, the bank can offer
personalised product recommendations and pre-approved loans. This has resulted in higher cross-sell conversion rates, with the
bank selling an average of 3.5 products per retail customer, compared to the industry average of 2.1. The bank's Al models for
credit underwriting have reduced turnaround time by 50% while maintaining low delinquency rates.
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Risk Analysis: Credit, Market & Operational
0 00

Credit Risk: The bank's credit risk profile has improved significantly, with GNPA at a decadal low of 2.81%. However, the rapid
growth in unsecured retail loans, particularly personal loans which grew 25% YoY in FY23, raises concerns. In a rising interest rate
environment, personal loans are typically the first to default, as they are unsecured and often taken by borrowers with higher risk
profiles. The bank's high PCR of 80.5% provides a buffer, but a sharp economic slowdown could still impact earnings. The
restructured book, at 0.8% of loans, is manageable, but slippages from this book need close monitoring.

Market Risk: The bank's investment portfolio has a Modified Duration of 3.2 years, exposing it to mark-to-market losses if bond
yields rise further. The RBI's hawkish stance, with the repo rate at 6.50%, creates a challenging environment for bond portfolios.
The bank's treasury segment must actively manage duration to minimise losses. The international operations, particularly in the
UK and Canada, are exposed to currency risk and slower economic growth, with GDP projections of 1-2% for these economies.

Operational Risk: The bank reported 12 operational risk incidents in FY23, with a total loss of ¥45 crore, down from ¥78 crore in
FY22. This improvement reflects stronger internal controls and the bank's 'zero tolerance' compliance culture. The bank invested
¥500 crore in cybersecurity in FY23, including a dedicated Security Operations Center (SOC), to protect against the growing threat
of cyber attacks. The migration of 60% of workloads to the cloud has improved resilience but also introduced new vulnerabilities
that require constant monitoring.

I Risk Exposure and Mitigation Matrix

Risk Category Key Exposure Mitigation Strategy Residual Risk Level
Credit Risk Unsecured retail loans (25% YoY High PCR (80.5%), Al-based early Moderate
arowth) warning systems.
Market Risk Bond portfolio (Modified Duration 3.2 | Active duration management, hedging Low-Moderate
yrs)
Operational Risk Cybersecurity, cloud migration %500 Cr investment, dedicated SOC Low
Concentration Risk Single sector cap at 10% of loan book Granular retail focus, diversification Low

The bank's risk management framework is built on three pillars: granularity, diversification, and proactive provisioning. The shift
towards retail loans, which now constitute 60% of the book, provides natural diversification benefits, as retail loans are less
correlated than corporate loans. The bank's exposure to any single sector is capped at 10% of the loan book, reducing
concentration risk. The proactive provisioning strategy, with PCR at 80.5%, ensures that the bank is prepared for potential stress.

The key risk to monitor is the unsecured retail portfolio. While the bank's underwriting standards are robust, the macroeconomic
environment is uncertain. A rise in unemployment or a sharp slowdown in GDP growth could lead to higher delinquencies. The
bank's early warning systems, which use Al to identify potential defaults, provide some protection, but the ultimate safeguard is
the high PCR and strong capital position.
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Impact of RBI Policies and Government Initiatives

R.eg.ula.to;y & Policy Environment

The regulatory environment is evolving rapidly, with the RBI taking a proactive stance on financial stability. The repo rate stands at
6.50% as of February 2023, with the RBI maintaining a hawkish stance to control inflation. This has implications for loan demand,
deposit costs, and bond portfolio valuations. The bank's high CRAR of 17.8% provides a buffer against rate volatility, but the
sustained high rate environment could dampen economic growth and loan demand.

The most significant regulatory development is the proposed shift to Expected Credit Loss (ECL) based provisioning norms.
Currently, banks follow the 'incurred loss' approach, where provisions are made only after a default occurs. The ECL approach
requires banks to estimate expected losses over the life of a loan and make provisions upfront. The RBI's discussion paper
suggests this could increase provisioning requirements by 15-20% for private banks. ICICI Bank, with its high PCR of 80.5%, is
better positioned than most peers, but the impact on near-term profitability could still be significant.

N
/_' XN  REGULATORY RISKS
Regulatory Risks to Monitor: ECL norms could increase provisioning by 15-20%, impacting near-term profitability |
Tightened norms for unsecured lending will slow growth in personal loans and credit cards | Sustained high repo
rate (6.50%) could dampen loan demand and economic growth | Increased risk weights on unsecured loans require
higher capital allocation
S J

The tightening of norms for unsecured lending in August 2023 is a direct response to the rapid growth in personal loans and credit
cards. The RBI increased risk weights on these assets by 25%, requiring banks to hold more capital against them. This will slow
growth in the unsecured segment, which has been a key driver of ICICI's retail loan growth. The bank will need to shift focus
towards secured lending, particularly mortgages and auto loans, to maintain loan growth momentum.

The Account Aggregator framework, launched by the RBI, is a positive development for data-driven lending. ICICI Bank is
integrated with this framework, enabling it to access customer data from multiple financial institutions with customer consent.
This reduces information asymmetry and improves underwriting accuracy. The bank's investment in Al and data analytics positions
it to capitalise on this framework, offering pre-approved loans based on comprehensive financial profiles.

The government's PLI schemes, covering 14 sectors, are creating corporate lending opportunities worth ¥1.5 lakh crore over
FY23-25. ICICI Bank's strong corporate banking franchise positions it to capture a significant share of this lending. The bank's
expertise in project finance and its relationships with large corporates give it a competitive advantage in this segment. However,
the bank must maintain underwriting discipline to avoid a repeat of the corporate stress that plagued it in 2014-2018.
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ICICI Bank's technology strategy is centred on three pillars: Digital First, Data-Driven, and Platform Ecosystem. The bank has
launched over 200 APIs for third-party integration, enabling open banking capabilities that allow fintechs and corporates to embed
banking services into their offerings. This API-first strategy positions the bank as a banking-as-a-service platform, generating fee
income from technology services while expanding its customer reach without significant branch investment.

The bank's Al capabilities are a key differentiator. Al-based models now underwrite 40% of retail loans, reducing turnaround time
by 50% while maintaining low delinquency rates. The bank's 500-person Data & Analytics unit develops predictive models for
customer retention, credit risk, and cross-selling. These models analyse transaction patterns to identify customers likely to
default, enabling proactive intervention. The bank also uses Al for customer service, with chatbots handling 60% of customer
queries without human intervention.

2020 Launch of Digital 2.0 strategy; iMobile Pay reaches 10 million users

2021 Al-based underwriting for 20% of retail loans; cloud migration begins

2022 Launch of 100+ APIs; blockchain trade finance pilot; 40% cloud migration

2023 200+ APIs live; 60% cloud migration; 40% Al underwriting; ¥500 crore cybersecurity investment

2024 Target of 80% cloud migration; generative Al pilot; cost-to-income below 40%

DB BB D P

2025 Target cost-to-income below 38%; quantum computing exploration

Cloud migration is a priority, with 60% of workloads already migrated to the cloud and a target of 80% by FY25. This migration has
improved scalability, reduced costs, and enabled faster product launches. The bank's investment in cybersecurity, with 500 crore
spent in FY23, ensures that the cloud infrastructure is secure. The dedicated Security Operations Center (SOC) monitors threats
24/7, and the bank conducts regular penetration testing to identify vulnerabilities.

Blockchain technology is being used for trade finance, with over 10,000 transactions worth ¥5,000 crore processed in FY23. This
has reduced processing time from days to hours and improved transparency. The bank is also exploring blockchain for cross-
border payments and supply chain finance. The integration with the Account Aggregator framework enables the bank to access
customer data from multiple sources, improving underwriting accuracy and enabling personalised product offers.

The bank's innovation roadmap includes investments in generative Al for personalised financial advice, voice-based banking for
rural customers, and quantum computing for risk modelling. The bank plans to invest 2,500 crore in technology over FY24-25,
focusing on Al, cloud, and cybersecurity. This investment is expected to reduce the cost-to-income ratio to under 38% by FY25,
driving significant operating leverage.
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ICICI Bank has successfully navigated a challenging decade, emerging as a stronger, more resilient institution. The bank's
financial performance in FY23, with net profit crossing ¥31,000 crore and ROE improving to 16.8%, reflects the success of its
strategic pivot towards retail banking and digital transformation. The asset quality improvement, with GNPA at a decadal low of
2.81%, provides a strong foundation for future growth. The bank's high CRAR of 17.8% and PCR of 80.5% provide significant
buffers against potential stress.

However, the bank faces significant challenges. The margin tailwind from the rate hike cycle is fading, and deposit costs are
rising. The unsecured retail loan portfolio, while profitable, is exposed to macroeconomic risks. The regulatory environment is
tightening, with ECL norms and increased risk weights on unsecured lending likely to impact profitability. The competitive
landscape is intensifying, with HDFC Bank's post-merger scale and fintech disruption posing ongoing threats.

Capitalise on Capital Strength: With CRAR at 17.8%, aggressively pursue market share in MSME lending and wealth
management, while considering opportunistic acquisitions of fintechs with strong mortgage origination or wealth
management capabilities.

Deepen Digital Ecosystem: Leverage 25 million iMobile Pay users to create a 'super-app' for financial services. Deepen
the Amazon partnership to include insurance and investment products. Monetise the API ecosystem by charging fintechs
for access to payment and lending infrastructure.

Manage Margin Compression: Focus on fee income generation through wealth management, insurance distribution, and
credit cards. Optimise liability mix by targeting low-cost CASA deposits through innovative salary account products and
rural expansion.

Prepare for Regulatory Changes: Front-load provisions in FY24 to smooth the impact of ECL norms. Accelerate shift from
unsecured to secured lending, focusing on mortgages and auto loans. Engage proactively with the RBI for phased
implementation of new norms.

Strengthen Risk Management: Implement tighter underwriting standards for unsecured loans above 5 lakh. Deploy early
warning systems for delinquencies and stress-test the loan book under a 'moderate recession' scenario. Reduce Modified
Duration of the investment portfolio to 2.5 years.

KEY
VALUE
Target ROE (FY25) 15-17%
Target Cost-to-Income (FY25) <38%
Target GNPA (FY25) <2.5%
Technology Investment (FY24-25) ¥2,500 crore
Capital Headroom 500+ bps above regulatory minimum

The bank is well-positioned to sustain its growth trajectory, but success will depend on execution discipline. The ‘easy’ phase of
the recovery, driven by provision reversals and margin expansion, is over. The 'hard' phase, requiring sustained growth in a
competitive and regulated environment, begins now. The bank's strong balance sheet, digital capabilities, and diversified revenue
streams provide a solid foundation, but management must remain vigilant against emerging risks.

N\

‘ ICICI Bank has transformed from a stressed corporate lender to a resilient, digital-first financial services
powerhouse. The next phase of growth will be defined by its ability to monetise its digital investments and
navigate regulatory changes.

— Kotak Institutional Equities, Banking Sector Report, May 2023
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