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MESSAGE FROM THE MANAGING DIRECTOR

A digital future,
built on sustainability

We will be committed to generating
sustainable value for our stakeholders by
following the triple bottom line approach

OO

Dear Shareholders,

| want to start by wishing all of you and your loved ones good
health. FY21 was an extraordinary year by any measure and it
was a year of unprecedented challenges both at personal and
professional levels. The year had a considerable amount of
uncertainty with the virulent outbreak of COVID-19, followed by
stricter lockdowns, bringing economic activities to a standstill.
The Indian economy has shown great resilience towards the
COVID-19 challenges and after reporting two-quarters of
negative GDP, we saw a strong economic recovery in the 2nd
half of FY 21. However, the economic recovery got interrupted
by the 2nd wave of COVID-19. The economic impact of 2nd wave
of COVID-19 has been severe but short term compared to last
year. As the pandemic gets under control and the vaccination
drive is lifting consumer and business confidence, economic
recovery is expected to gain momentum as the year progresses.
Measures announced by the Government of India and
accommodative policies by RBI, will continue to boost the overall
economic growth.

We, being part of the essential services, have to balance between
customer convenience and the safety of our employees. We have
accorded the highest priority to continuity of the services to our
customers and the safety of our employees during the
pandemic. Indusind Bank has taken several significant steps in
improving client experience including an “All-in-One store”in the
IndusMobile App, Video Branch, Video KYC, Banking on
WhatsApp and Alexa-based servicing, supported by

Natural Language Processing. We have deployed a large scale
Work From Home setup for over 15,000 staff. We have also
conducted a large scale vaccination drive and over 40,000 i.e
70% of the employees in the Bank and our MFI subsidiary have
received a minimum of one dose of vaccine.

It was my first financial year as the Managing Director and CEO
of Indusind Bank. We faced some internal and external
challenges during the year. | can proudly say that the Bank has
come out stronger from these challenges. If we look at some
parameters indicating the health of the Bank, they are at their
best levels in the last several years, if not in the decade. We
closed the year with a capital adequacy ratio of 17.38%, surplus
liquidity of Rs. 40,000 crores, Credit Deposit Ratio below 85%

with strong traction on retail deposits, PCR at 75% with significant
buffer provisions outside PCR, operating profit margin at 6% of
loans - all at their best levels in the last few years. We have used
this year to strengthen our balance sheet and the Bank is well
positioned to participate in the growth to follow in coming years.

During the financial year, the Bank also adopted its fifth 3-year
(triennial) planning cycle for the period FY 2020-23. Planning
Cycle-5 (PC-5) has “Scale with Sustainability” as a key theme and
along with growth areas, the Bank has also defined boundaries
relating to capital adequacy, provision coverage, stable funding
sources etc. which will help achieve sustainable growth with
stable profitability across the business cycles.

Our strategy revolves around improving the sustainability of the
organisation. While traction on financial metrics is well covered,
we have also progressed on non-financial aspects. With our
commitment to sustainable finance, ~42% of our lending book
constitutes Sustainable Finance - this includes Climate / Green
Finance and Social Finance supporting livelihood, healthcare,
education etc. We are committed to increasing capital allocation
here and reaching this to 45% by 2023.

Regarding Sustainable Operations, Indusind Bank has
committed to reducing its carbon footprint by 50% by FY25 over
the baseline of FY 20. The Bank has already, during FY21,
reduced its intensity carbon emissions by 23% over baseline
emissions of FY20.

As a result of these efforts,

+ We are the only Indian Bank to be included in the S&P DJSI
Sustainability Yearbook for 2021. The yearbook showcases
select organisations that have progressed well on the
sustainability aspects. It includes 21 Indian companies and we
are the only Indian Bank amongst them

For the 6th consecutive year, the Bank retained its top position
in Carbon Disclosure Project by securing the highest Band A
and being the only Bank in India in Band A Rankings

Indusind Bank was also ranked 57th out of 914 Global Banking
Services companies assessed by Refinitiv ESG Rankings. The
Bank was rated 78/100 by Refinitiv ESG Rankings for excellent
ESG performance, commitment, effectiveness and a high
degree of transparency in reporting material ESG data
publicly

.



Next, | would like to come to the financial highlights for the year:

+ We maintained healthy profit margins in a tough operating
environment with PPOP/Loan ratio of 5.7%
« Our deposits saw handsome growth of 27% driven by
granular retail deposits. Our retail deposits as defined by
LCR grew by 53%
We have moderated our loan growth in line with evolving
macro environment. While we had 3% YoY loan book
growth, the loan growth picked up in the 2nd half of FY 21
with 6% growth.
« We continued to have a healthy loan mix with 57% retail
and 43% corporate advances
Net interest income grew by 10% and our NIM remained
range-bound between 4.1%-4.3%
We have lowered our cost of deposit by 108bps during the
year. We have further reduced our deposit rates in 1st half of
FY 22 indicating our increased ability to attract retail deposits.
« With muted activity level during most part of the financial
year, our fee income was marginally lower by 6%
Following a conservative approach, we have taken higher
provisions during the year as we have increased our PCR to
75% from 63% and created surplus contingent provisions of
Rs. 1,600 crores (0.8% of advances)
- As aresult, our profit after tax lowered by 34% at Rs. 2,930
crores and our ROA was 0.93%
With capital raise of Rs. 5,309 crores, our CRAR increased to
17.38% from 15.04% and now our Bank is well capitalised to
achieve the growth plans.

The Bank is deeply embedded in the community and plays an
important role through its various Corporate Social
Responsibility centric initiatives. We are proud of the ecosystem
that we support, and the following few initiatives are a
testament to this thought:

- The Bank, through its CSR initiatives has reached out to

64,000 villages and towns, thereby impacting the lives of over

19 lakh beneficiaries

Provided accessible and affordable healthcare services to

over 6.6 lakh people

« Groomed nearly 640 sportspersons to compete at national
and international platforms across several disciplines

- Created water storage capacity of over 6,680 crore litres

Planted about 2.2 lakh trees

Implemented educational programmes that have benefited

92,770 students

« Imparted employable & entrepreneurial skill training to
1,209 young adults and entrepreneurs to generate income

- Mitigated 16 lakh kilograms of Carbon Dioxide emission
through clean energy solutions

It is gratifying to see our work being acknowledged and
rewarded at various reputed forums and platforms. In the last
one year, the Bank was bestowed the following honours:

« “Most Innovative Company” for Multi-cloud platform in
Business Impact Awards 2020 — Economic Times and VMware

- Silver Category in “Best Mobile Search Campaign” at the 11th
India Digital Awards — Internet and Mobile Association of India

+ 2020 APAC Innovation Award — RED HAT

» “Outstanding Response to COVID-19, Branchless Banking” at
the Global Retail Banking Innovation Awards 2020 - The
Digital Banker

Digitisation has always been the core theme in Indusind Bank’s
strategy. While Digital 1.0 was about seamless, digital onboarding,
servicing journeys and employee enablements, as we look into the

future, there are two clear shifts that we see happening:

« Banking is becoming more and more frictionless and invisible
and it is critical for the Bank to be where the client is and
embed itself in customer’s lifestyle

- Customer experience and customer obsession will define
competitive advantage in the long run and we need to move
away from being product-centric to client-centric

With a focus on customer-centricity and human-centred design,
the Bank is set to start its Digital 2.0 journey. The Bank has
created a Digital Centre of Excellence and is taking a
comprehensive view to deploy new-age digital platforms and
build end-to-end digital client value propositions.

This includes:

Re-inventing the experience layer by building end-to-end
digital stacks with omni-channel capabilities across deposits,
lending, payments and wealth

API Orchestration and Management through Microservices-
based stacks which enable a high degree of agility and ease
and flexibility of integration with various partners making the
Bank ready for APl Banking or Open Banking or Platform
Banking. A recent example of this is the launch of ‘Indus
EasyCredit’ by the Bank

Modernising the core stacks by moving to cloud-native,
microservices-based API-enabled core stacks which enable a
high degree of scalability and reliability

Robust Data Engineering and Data Science Framework as we
move to cloud-based data management and working on
advanced analytics and machine learning led capabilities
across use cases to drive client persona specific engagement,
risk management, pricing and wallet share increase

Overall, this year should see our vision on Digital 2.0 being
implemented

We have created a Digital Centre of Excellence taking a
comprehensive view to deploy new-age digital platforms and build
an end-to-end digital value proposition. We are focused on 5 areas
namely 1) Indus Easy Credit for unsecured retail loans, 2) Digital
ecosystem for used vehicles, 3) Merchant solutions app,

4) Differentiated payments and finance solution for individuals, and
5) SME trade and credit stack. We will keep you updated on the
progress of these five initiatives.

| think the Bank has shown strong resilience in facing heavy
headwinds during last year. We have braved these and used this
period to strengthen the Bank’s strategic position. Now the only
way hereon is up and there is a long growth runway for us and |
am committed to improving the quantity and quality of our
earnings. As a part of the overarching strategy of the Bank, the
management team and | will focus on sustainability as a theme
to drive long-term stakeholder value.

I would like to thank the regulatory authorities and agencies for
their constant support. My sincere appreciation to my colleagues
and members of the Board for guiding and supporting the
management team in its endeavours. The Bank has an extremely
strong franchise of 29 million customers served by over 30,000
employees today and | would like to acknowledge the support
of our customers and our highly committed and capable
workforce.

Sumant Kathpalia
Managing Director & CEO
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Key Business Highlights

Net Profit at

32,836 Cr

PCR at

74.52%

CASA ratio at

42%

Ratings
Domestic Rating

crisit AA+

for Infra Bonds
program

Net Interest Margin at

4.17%

Deposits up by

27% o
32,56,205 Cr

Book Value per share

3546.41

~no AA+

for Senior bonds
program by India
Ratings and Research

CRISIL AA

for Additional Tier |
Bonds program

International Ratings

IND AA

for Additional Tier |
Bonds program by
India Ratings and Research

PPOP up by

8.86% «
311,727 Cr

Capital Adequacy
Ratio (CAR) at

17.38%

Increased Network

2,01 5 Branches
ams 2,87 2
760 Geographic

Locations

s AT+

for certificate of deposit/
short term FD program

no AT+

for Short Term Debt
Instruments by India
Ratings and Research

).

Ba 1 for Senior Unsecured MTN program by Moody'’s Investors Service
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