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MANAGEMENT’S DISCUSSION AND 
ANALYSIS

Macro-Economic Environment

economic and financial vulnerability, global markets have reverted to a risk on environment, with increasing capital flows into Emerging 
Market (EM). This optimism was partially contributed by commodities prices having also gone up, with crude prices up 42% from the 
lowest levels in January 2016.

coordinated stimulus with monetary policy.

improved economic activity. This also is due to the fall in export activity, weak agriculture on the back of two straight years of deficient 
rainfall. Thus rural demand has remained weak and all of this has served to offset the very modest industrial growth and services sector 
recovery.

of these factors have contributed to weak economic activity witnessed so far. On corporate leverage the silver lining is that high debt is 
concentrated in only a few sectors, the balance sheets of the other segments and sectors remain relatively robust.

with higher differentials of interest rates between banks and other intermediaries, there had been some diversion of credit demand away 
from banks towards other intermediaries for most part of fiscal 2016.

Prospects for Fiscal 2017

with capex spends still likely to be moderate. Excluding impact of 7th

gaining market share that they had lost to other market intermediaries.
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Overview Of Financial Performance
Operating performance

(` in crores)

Particulars 2015-16 2014-15 % change

16,832.97 14,224.14 18.34

9,371.46 8,365.04 12.03

Operative revenue 26,204.43 22,589.18 16.00

Operating expenses 10,100.82 9,203.74 9.75

Operating profit 16,103.61 13,385.44 20.31

3,709.86 2,328.61 59.32

Profit before tax 12,393.75 11,056.83 12.09

4,170.09 3,699.01 12.74

Net profit 8,223.66 7,357.82 11.77

`8,223.66 crores, increased by 11.77% over the net profit of `7,357.82 crores last 
year. Operating profit reported a healthy growth of 20.31% at `16,103.61 crores over the previous year mainly due to higher operating 
revenue growth of 16.00% compared to operating expenses growth of 9.75%.

Operating revenue over the same period increased by 16.00% to ̀ 26,204.43 crores driven by healthy growth in the Bank’s core income 
`14,224.14 crores in fiscal 2015 to ̀ 16,832.97 crores in fiscal 2016. 

`8,365.04 crores in fiscal 
2015 to ` `6,778.98 crores in fiscal 2015 to `7,501.97 crores 
in fiscal 2016.

`9,203.74 crores in fiscal 2015 to `10,100.82 crores in fiscal 
2016. The key drivers of operating expense growth were increase in employee expense, administrative & occupancy cost and other 

`16,103.61 
crores from ` `2,328.61 crores in fiscal 2015 
to ` `12,393.75 crores and net profit increased by 
11.77% to `8,223.66 crores from `7,357.82 crores last year.

Net interest income

(` in crores)
Particulars 2015-16 2014-15 % change

30,040.56 25,867.82 16.13

9,377.59 8,447.75 11.01

Other interest income 1,569.89 1,163.03 34.98

Interest income 40,988.04 35,478.60 15.53

18,540.21 17,136.81 8.19

Other interest expense 5,614.86 4,117.65 36.36

Interest expense 24,155.07 21,254.46 13.65

Net interest income 16,832.97 14,224.14 18.34

Average interest earning assets1 431,873 363,186 18.91
1 122,989 107,328 14.59

3.90% 3.92%
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(` in crores)
Particulars 2015-16 2014-15 % change

9.37% 9.63%

10.10% 10.60%

8.22% 8.13%

5.94% 6.21%

6.01% 6.31%

1computed on daily average basis

`14,224.14 crores in fiscal 2015 to `16,832.97 crores in 

in yield on earning assets of 26 basis points (bps) was matched by similar decline of 27 bps in cost of funds.

During this period, the yield on earning assets decreased from 9.63% last year to 9.37%. The yield on advances declined by 50 bps from 

moderated by 27 bps from 6.21% in fiscal 2015 to 5.94% in fiscal 2016. The decline was primarily driven by moderation in the cost of 

deposits, on a daily average basis, reported a healthy increase of 14.59% to `122,989 crores from `107,328 crores last year.

Non-interest income
(` in crores)

Particulars 2015-16 2014-15 % change

7,501.97 6,778.98 10.67

Trading profit 1,246.91 1,134.94 9.87

Miscellaneous income 622.58 451.12 38.01

Non-interest income 9,371.46 8,365.04 12.03

`9,371.46 crores in fiscal 2016 
from `8,365.04 crores last year and constituted 36% of the operating revenue of the Bank.

The Bank earns fee income from a diverse set of products and businesses. The processing fees on retail assets, commissions on card 

exchange trade, transaction banking (including cash management services), syndication and placement fees, processing fees from loans 

`7,501.97 crores from 
`6,778.98 crores last year and continues to remain a significant 

profile remains very well diversified with 40% from retail banking, 
26% from corporate banking and balance contributed by treasury, 
transaction banking and SME segments. A key factor for the slower 
growth in fee income has been the slowdown in corporate banking 
fees due to lack of fresh new investments and projects being 
undertaken in the broader economy.

During the year, proprietary trading profits increased by 9.87% 
to `1,246.91 crores from `1,134.94 crores last year. This also 
includes gains of `118.58 crores compared to `84.49 crores 
in the last year, resulting from a partial stake sale in Max Life 

Fee Income

 

4,727 
5,521 5,985 

6,779 
7,502 

2011-12 2012-13 2013-14 2014-15 2015-16

(` in crores)

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)
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The Bank’s miscellaneous income was higher at `622.58 crores compared to `451.12 crores, mainly due to higher dividends of 
`139.75 crores received from subsidiaries compared to `33.81 crores in the last year and `244.88 crores of higher exchange gains 
realised from repatriation of profits from the Bank’s foreign branches, compared to `186.16 crores in the last year.

Operating revenue
The operating revenue of the Bank increased by 16.00% to `26,204.43 crores from `22,589.18 crores last year. The core income 

Operating expenses
(` in crores)

Particulars 2015-16 2014-15 % change

Staff cost 3,376.01 3,114.97 8.38

Depreciation 443.91 405.67 9.43

Other operating expenses 6,280.90 5,683.10 10.52

Operating expenses 10,100.82 9,203.74 9.75

Cost : Income Ratio 38.55% 40.74% -

The Bank continued to focus on reducing transaction costs 
besides ensuring improvement in operations and productivity. 
The operating expenses increased by 9.75% to `10,100.82 
crores from `9,203.74 crores last year. The increase in operating 
expenses was largely due to the growth of the Bank’s network and 
other infrastructure required for supporting the existing and new 

compared to 40.74% last year.

Staff cost increased by 8.38%, from `3,114.97 crores in fiscal 
2015 to `3,376.01 crores in fiscal 2016. The increase was due to 
a combination of increase in average salary levels and headcounts 
over the period. Depreciation increased by 9.43%, from `405.67 
crores in fiscal 2015 to `443.91 crores in fiscal 2016 primarily

Other operating expenses increased by 10.52%, from `5,683.10 
crores in fiscal 2015 to `6,280.90 crores in fiscal 2016. The increase is primarily due to an increase in network expansion and expenses 
related to increase in general business volumes. The Bank added 315 new branches during fiscal 2016 compared to 187 branches in 
the previous year.

Operating profit
During the year, the operating profit of the Bank saw a healthy increase of 20.31% to `16,103.61 crores from `13,385.44 crores last 
year, mainly due to higher operating revenue growth of 16.00% compared to operating expenses growth of 9.75%.

Provisions and contingencies
(` in crores)

Particulars 2015-16 2014-15 % change

3,800.46 1,788.61 112.48

(61.78) (81.88)

exposure 388.62 423.88 (8.32)

84.01 (50.98)

(501.45) 248.98

Provisions and contingencies 3,709.86 2,328.61 59.32

During fiscal 2016, the Bank created total provisions (excluding provisions for tax) of `3,709.86 crores compared to `2,328.61 crores 
last year. The Bank provided ` `1,788.61 crores last year and `388.62 
crores towards provision for standard assets including unhedged foreign currency exposure compared to `423.88 crores last year. 

` `81.88 crores last year. 

Cost Income Ratio (%)

44.70

42.63
40.82 40.74

38.55

2011-12 2012-13 2013-14 2014-15 2015-16
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The opening balance of contingent provision against advances and 
other exposures as at the beginning of the year was ̀ 1,000 crores. 
During the year, the Bank created contingent provision of `550 
crores and also utilised contingent provision of ̀ 1,070 crores. As on  
31 March, 2016, the Bank had outstanding contingent provision 
balance of `
provisions, credit costs for fiscal 2016 stood at 111 bps. Excluding 
the utilisation of contingent provisions, credit costs for fiscal 2016 
stood at 96 bps.

Asset Quality Parameters
During the year the Bank added `7,345 crores as fresh additions 

`
recoveries and upgradations of `1,703 crores and `342 crores 

built over and above regulatory norms during the year, the Bank’s 
provision coverage stood at 72.27% after considering prudential 

`2,267 crores, 
of which around `1,949 crores would be on account of shift in 

restructured book stands at `8,072 crores and net restructured 
assets ratio (net restructured assets as percentage of net customer 
assets) was 2.25%. During the year slippages from the standard 
restructured book stood at `1,684 crores.

fiscal 2016 was `1,676 crores (net of provisions). The realisation 
consideration was settled in Security Receipts (SRs) worth `635 
crores and cash realised worth `130 crores. There was net loss 
of `911 crores on such sale of which `826 crores was adjusted 
against the contingent provision balance.

Key Ratios

Particulars 2015-16 2014-15

Basic earnings per share (`) 34.59 31.18

Diluted earnings per share (`) 34.40 30.85

Book value per share (`) 223.12 188.47

Return on equity (%) 17.49% 18.57%

Return on assets (%) 1.72% 1.83%

3.90% 3.92%

` lacs) 17.83 17.07

Business per employee (` crores) 14.84 13.71

81.71% 74.17%

94.64% 87.17%

`34.59 compared to ̀ `34.40 compared to 
` `223.12 compared 
to `188.47 last year. Return on Assets (RoA) was 1.72% compared to 1.83% last year. Employee productivity has also improved with 

`17.83 lacs from `17.07 lacs last year and Business per Employee increasing to `14.84 crores from 
`13.71 crores last year.

Gross and Net NPA (%)

0.94
1.06

1.22
1.34

1.67

0.25 0.32 
0.40 0.44

0.70

2011-12 2012-13 2013-14 2014-15 2015-16

Gross and Net NPA (` in crores)

1,806
2,393

3,146

4,110

6,088

473 704 1,025 1,317

2,522

2011-12 2012-13 2013-14 2014-15 2015-16
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Balance Sheet Parameters

Assets
(` in crores)

Particulars 2015-16 2014-15 % change

33,326 36,099 (7.68)

87,020 82,229 5.83

Other securities 34,986 35,321 (0.95)

Total investments 122,006 117,550 3.79

155,384 127,644 21.73

SME advances 44,869 41,507 8.10

Retail advances 138,521 111,932 23.75

Total advances 338,774 281,083 20.52

3,523 2,514 40.14

Other assets1 27,839 24,686 12.77

Total assets 525,468 461,932 13.75

1 `16,659 crores (previous year `14,793 crores)

The Bank displayed healthy growth in several key balance sheet parameters for the year ended 31 March, 2016. Total assets increased 
by 13.75% to `525,468 crores from `461,932 crores as on 31 March, 2015.

Advances
Total advances of the Bank as on 31 March, 2016 increased by 
20.52% to ̀ 338,774 crores from ̀ 281,083 crores as on 31 March 

increased by 21.73% to `155,384 crores, Retail loans comprised 
41% of total loans and increased by 23.75% to `138,521 crores, 
SME loans grew by 8.10% to `44,869 crores and constituted 13% 
of total loans.

The retail loans business continues to focus on secured products, 

years, the Bank continued its strategic intent to further diversify the 
retail loans mix during the year. Secured loan products accounted 

loans, retail agricultural loans accounted for 17%, loans against 
property 8%, personal loans and credit cards were 11% and auto 

deposits and other securities accounted for 10%.

The Bank’s corporate advances portfolio grew by 21.73% during the fiscal year 2016. The growth has largely been on account of cost 
efficient refinancing opportunities for highly rated corporates, that are new relationship additions to the Bank’s franchise.

Advances

2011-12 2012-13 2013-14 2014-15 2015-16

169,760
196,966

230,067
281,083

338,774

(` in crores)

Retail Advances as a % to Total Advances

29%
33%

38% 40% 41%

2011-12 2012-13 2013-14 2014-15 2015-16
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Investments
The investment book of the Bank increased by 3.79% to `
held mainly for SLR requirement, increased by 5.83% to `87,020 crores. Other investments, including corporate debt securities, 
decreased by 0.95% to `

Liabilities and shareholder’s funds
(` in crores)

Particulars 2015-16 2014-15 % change

477 474 0.63

Reserves and Surplus 52,688 44,202 19.20

Total shareholder’s funds 53,165 44,676 19.00

Deposits 357,968 322,442 11.02

63,652 56,108 13.45

105,793 88,292 19.82

- CASA 169,445 144,400 17.34

121,955 106,581 14.42

66,568 71,461 (6.85)

- Total term deposits 188,523 178,042 5.89

Borrowings 99,226 79,758 24.41

37,908 27,631 37.19

8,705 5,705 52.59

61,318 52,127 17.63

Other liabilities and provision 15,109 15,056 0.35

Total liabilities and shareholder’s funds 525,468 461,932 13.75

Deposits
The total deposits of the Bank increased by 11.02% to `357,968 crores against `322,442 crores last year. Savings Bank deposits 
reported a strong growth of 19.82% to `
`63,652 crores. The core component of Savings Accounts continues to grow strongly in terms of balances, customer acquisition, 

`169,445 crores from 
`144,400 crores last year, and constituted 47.34% of total deposits as compared to 44.78% last year. Savings Bank deposits on a daily 
average basis, increased by 13.97% to `
of 15.90% to `
39.53% last year.

The Bank’s endeavour over the last few years has been to diversify its term deposit mix in favour of retail deposits. As on 31 March, 
2016, the retail term deposits grew 14.42% and stood at `121,955 crores, constituting 64.69% of the total term deposits compared to 

guidelines on issuance of long term bonds for financing of infrastructure and affordable housing, the Bank successfully raised `3,000 

bonds as on 31 March, 2016 was `8,705 crores.

Capital Management
The Bank strives for continual enhancement of shareholder value by efficiently using capital in order to maximise return on equity. Aiming 
to achieve this objective, the Bank endeavours to develop an asset structure that will be sensitive to the importance of increasing the 
proportion of low risk weighted assets. The Bank’s capital management framework helps ensure an appropriate composition of capital 
and an optimal mix of businesses.

2019.

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)
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approximately 30 basis points during fiscal 2016.

wherein the capital charge for operational risk is computed under 

market risk is computed under the Standardised Approach. As on 

against the minimum regulatory requirement of 9.625%. Of 

12.51% (against minimum regulatory requirement of 7%). As on 

(` in crores)
Particulars 2015-16 2014-15

50,517.51 41,680.96

Out of which 11,231.79 10,423.85

9,293.21 8,950.42

1,938.58 1,473.43

Total capital qualifying for computation of capital adequacy ratio 61,749.30 52,104.81

403,949.18 345,200.44

Total capital adequacy ratio

Out of above 15.29% 15.09%

12.48% 12.07%

12.51% 12.07%

2.78% 3.02%

Business Overview

is presented below.

Retail Banking

and services across deposits, loans, investments and payment solutions which are delivered through multiple channels to the Bank’s 

partner on account of its excellent customer delivery through insights and superior services. The Bank has also succeeded in making 
banking simple for masses by smart use of technology. The Bank has always focused on meeting the financial needs of its customers 

13.66

17.00
16.07 15.09 15.29

9.45

12.23 12.62 12.07 12.51

2011-12 2012-13 2013-14 2014-15 2015-16

Total CRAR Tier I CAR

Capital Adequacy Ratio (%)
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by providing high quality products and services through regular customer engagement in convenient manner. Axis Bank continues to 

Retail Deposits
The Bank pursues an effective customer segmentation strategy and has over the years built a sustainable retail deposit franchise. During 
the year, the Bank continued to focus on increasing its retail deposits base, particularly demand deposits. Savings Bank deposits crossed 
`
2016, the Bank had over 172 lac savings account customers, registering a growth of 15%.

Technology & Digital Banking
Technology has been the predominant focus for retail banking during the year. The Bank launched a series of smart, secure and safe 

banking platforms. The Bank also launched Digital and Mobile Account Opening facility during the year, which let consumers open 
savings account on the go. The new process available on Axis Bank mobile app, Axis Bank mobile site and website makes opening a 

can now complete their financial transactions such as bill payments, mobile recharge and funds transfer using this feature. Once the 

Technology is bringing us closer to the Bank’s customers’ needs. The use of analytics is central to most of the Bank’s retail businesses. 
This has helped us build richer customer profiles, gauge customer needs more accurately and make targeted offerings through their 

During the year the Bank launched LIME LIME has 
already crossed 13 lac downloads since launch. LIME ‘Ping 
Pay’

‘Ping Pay’ has created a strong brand recall among customers 
and has strengthened the social presence of Axis Bank as a forerunner of digital banking products. During the year, ‘Ping Pay’ emerged 

The Bank continues to see strong momentum towards the 
adoption of digital channels by customers. Electronic channels 
now contribute 87% of all customer induced transactions in the 
Bank’s retail base. The internet and mobile banking platforms of 
the Bank continue to be a strong proposition providing customers 
the ease of transacting real time from the comfort of their home 

base is growing at 23% and transaction volumes are growing at 

with richer consumer experience and ease of operation. The new 
platform provides enhanced features such as universal menu, 
set favourite transactions and view scheduled transactions in the 
calendar. The Bank continues to focus on driving mobile banking 
usage. The Mobile Application further continued its growth with 
close to 25 lac users generating a monthly transaction value of 
over `54,932 crores. The transaction volumes on Axis Mobile 

Locker booking facility through the Mobile App. This industry first initiative empowers customers to check availability and book safety 

% Transaction Trend for past 5 Quarters

16% 15%
14% 14% 13%

41% 40%
38% 37% 36%

43%
45%

48% 49% 51%

Q4 FY15 Q1 FY16 Q2 FY16 Q3 FY16 Q4 FY16

ATM BranchDigital

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)
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Investment Products

mutual fund products of all major asset management companies. The fee income from this segment contributed around 10% to the total 
Retail Banking fees. These investment products are sold through the Bank’s branch distribution network based on thorough analysis of 

`219 crores of premiums which is 7% over last year. The Bank 
is on a constant look out to find new avenues to service its customers and increase the pie of its distribution fee income. Over the past 

a Bancassurance partnership for health insurance with Apollo Munich, which will help the Bank further expand its existing bouquet of 

The Bank offers online trading services to its customers in collaboration with Axis Securities Ltd. (a 100% subsidiary of the Bank) under 

trading accounts, and in the process crossed 1 million total customers count.

NRI & Affluent Segments

`
Bank introduced the industry’s first initiative to enhance customer experience for Burgundy customers. This initiative allows customers to 
view their entire liability (current, savings, term and recurring deposits), asset (loans, overdrafts etc), investment (demat, mutual funds, 

Retail Lending & Payments

steadily improving, which is substantiated by strong retail asset growth, retail fee income growth and distribution income from investment 

led targeting of the known retail customer for sales of unsecured lending, cards or other payment products continues to be core to the 
Bank’s franchise building in this space. Overall, more than 50% of incremental retail loans were sourced through branches. Existing 

Retail Loans
This was yet another strong year for the Bank where the retail loan growth considerably outpaced the industry average growth rate. The 

qualify as regulatory retail, the share of retail loans to total loans would be 54%. Regulatory retail within SME relates to collateralised 

The retail loans portfolio continues to be focused on secured products, predominantly mortgages. Secured loan products accounted 

securities accounted for 10%.
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Regulation authority, there would be more transparency in the industry which is positive for future real estate growth in the country.

customer can park his short term funds and save interest on his loan to the extent of excess funds parked. The Bank also launched a 

loans in the agricultural sector grew at a healthy 29% to `23,218 crores from `
demographic pressure that the country witnessed over past decades have made housing a major issue for discussion, especially in the 

`628 crores as on 31 March, 2015 to `1,891 
crores as on 31 March, 2016.

Payments
The retail payments franchise remains central to the Bank’s overall 
retail strategy, as it is mutually beneficial for the customer and 
the Bank. The customer benefits from the cutting edge processes 
and services offered and in turn prefer to transact more as the 
trust and convenience factor builds up leading to more business 
opportunities for the Bank. The Bank is one of the largest debit card 
issuers in the country, with a base of over 155 lacs. The Bank had 
over 24 lac credit cards in force as of 31 March, 2016, making 
it the 4th largest credit card issuer in the country. The credit cards 
portfolio saw a substantial increase in spends by 44%, to `19,432 
crores from `13,535 crores last year. The Bank is also one of 

the year, the Bank launched Total Control

` `

Overseas Branches, Forex & Remittances

The Bank offers a range of forex and remittances products to its retail customers, which include travel currency cards, inward and outward 
wire transfers, traveller’s cheques, and foreign currency notes, remittance facilities through online portal as well as through collaboration 
with correspondent banks, exchange houses and money transfer operators. The Bank continued to have a market leadership position in 

aimed at frequent travellers to multiple countries. The aggregate load value on travel currency cards crossed USD 6.5 billion during 

Card Spends

2,307 
4,735 

8,779 

13,535 

19,432 

2011-12 2012-13 2013-14 2014-15 2015-16

(` in crores)
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Online to 3 new geographies in this fiscal year, bringing the total number of originating geographies to 10. The Bank has launched, 

remittances of around USD 6 billion.

Loyalty Rewards

‘Only One’

th

Financial Inclusion

The bank launched micro ATMs at its branches for facilitating Aadhar based and biometric based transactions. The Bank further 

transfers, disbursing close to ` `7,404 crores of domestic money transfers through 218 lac 

`82 crores and 92% of the customers have 

ensure that the hitherto financially excluded customers do not have any problem in their claim process. The bank also actively promotes 

Branch & ATM Network
The Bank’s organically built branch network over the last twenty plus years has helped it to strategically lay down one of the best pan 

and 6 Union Territories, covering 1,855 centres and 608 districts. As on 31 March, 2016, the Bank had a network 2,904 branches/

in unbanked locations. As on 31 March, 2016, the Bank had 12,743 ATMs. The Bank has also deployed 1,181 Automated Deposit 
Machines (for cash deposits into customer accounts) and has extended this facility for 24x7 availability in certain branches, which have 

recyclers which can accept and dispense cash. As on 31 March, 2016, the Bank had deployed 1,146 recyclers. Besides the Branch and 

the Bank.

Service Quality
The Bank continued its focus on Service Quality by ensuring superior service delivery to customers with improvement seen in almost 

queries, first time right, complaints and escalations. Overall complaint ratio for the Bank has reduced from 1.83 (per thousand accounts) 

capture instant feedback from customers post their transactions.
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Corporate Banking

excess capacities in many sectors to increase in leverage on corporate balance sheets. Resolving the asset quality issues remain a top 

the economy turns around and it will happen gradually but the silver lining stems from the fact that, while the high debt is concentrated 

the private sector banks have continued to gain market share by delivering above industry growth rates. This trend is likely to continue 

country’s economic growth.

The Bank continued its focus on transactional business comprising of trade finance, cash management, remittances etc. and has further 
strengthened its processes and controls apart from investing in technology platforms to enable seamless transaction experience on digital 
channels introduced by the Bank for its corporate clients. This has enabled an increase in the Bank’s wallet share in a wide range of 
banking products with its corporate customers.

The Bank’s corporate advances portfolio grew by 22% during the fiscal year 2016. The growth has been on account of cost efficient 
financing provided to highly rated corporates, with strong group financials, that are new relationship additions to the Bank’s franchise. 

company specific exposure limits have been defined by the Bank and continuous monitoring is undertaken with a view to identify risk and 

The Bank has disclosed a watch list of `22,628 crores which is assessed to be the key pool of potential future stress in the corporate 

provision coverage levels and also build up its contingent provision buffers.

due to the significant price and demand correction witnessed globally in the metal and minerals sector, the outlook for the sector remains 
cautious. A major proportion of the Bank’s these exposures relate to large integrated players with stronger balance sheets that are better 
equipped to meet the challenges currently witnessed by the sector. More recently price volatility across commodities appears to have 

The Bank has maintained its leadership position in the loan syndication market and syndicated an aggregate amount of `22,613 crores 
(previous year `15,930 crores) by way of rupee loans and USD 1.93 billion (previous year USD 1.55 billion) of foreign currency loan 

Treasury

Bank. ALM is responsible for overall liquidity management of the domestic book and longer term liquidity management of the overseas 
branches across geographies.

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)
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and customer service support.

itself as one of the leading banks providing foreign exchange and derivative solutions to its clients. The Bank has been awarded the 

`124,136 crores 

Transaction Banking

current accounts, collection & payments solutions, forex, trade services and capital market solutions. This restructuring was done to 
enable the Bank to offer a seamless experience to its customers, for all their requirements through a dedicated relationship manager 
supported by a customer service team. The key financial deliverables of the business are current account float balances and fee income.

`56,108 crores as on 31 March, 2015 to `63,652 crores as on 31 March, 2016, a year on year 
growth of 13%. Daily average balances in current accounts grew 16%, from `34,634 crores in fiscal 2015 to `40,140 crores in fiscal 
2016. The trade scenario for the economy remained depressed with decline in both imports and exports for several months in a row. 

The key themes that the business has been focusing on are deepening share of wallet for existing clients, offer digital solutions to 
customers and enhance customer service. The relationship managers and branches are continuously equipped with analytical tools and 

apps for the entire gamut of transaction banking requirements, including payments, forex rate bookings and trade finance transactions. A 

taken various steps to strengthen internal controls and adhere to emerging regulatory requirements.

Lending to Small and Medium Enterprises
Axis Bank plays an important role in supporting the Small and Medium Enterprise (SME) businesses across the nation. The SME business 

which as on 31 March, 2016 comprised 40%, 46% and 14% of total SME advances respectively. The Bank extends working capital, term 
loan, trade finance and project finance facilities to SMEs for their various financing needs.

an industrial cluster based financing as an important strategy towards ensuring manufacturing credit flow in SME sector. As part of this 
initiative, important clusters have been identified across various sectors and awareness has been created within the Bank’s teams to focus 
more on these identified clusters in the coming years.
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thus educating larger audience in the SME segment. This capacity building initiative is also a unique step towards further facilitating and 

The SME portfolio of the Bank constituted 13% of the Bank’s total advances as on 31 March, 2016 and grew by 8% to `44,869 crores 
from `41,507 crores last year. The SME asset quality trend remains healthy as the Bank’s strategy to focus on better rated customers 
has held up well. Around 84% of the outstanding loans continue to remain within the category SME 1 to SME 3. The Bank continues its 
emphasis on improving the capabilities to mitigate the risk in the existing and new loan portfolio by continuously upgrading and refining 
the various parameters and variables used to build the early warning risk models.

effectively covering around more than 1,500 branches.

As on 31 March, 2016, the Bank has achieved its overall priority sector lending requirements.

International Banking

corporate and retail banking solutions across client segments in various geographies. The Bank has established its presence at strategic 

at Dhaka was inaugurated during the current financial year.

The Bank continues to offer corporate banking, trade finance, treasury and risk management solutions through the branches at Singapore, 

diaspora present in these countries. Through the Representative Office at Dhaka, the Bank aims to promote its trade finance business 

pertaining to Bangladeshi banks, being presently done by the foreign branches of the Bank, will also be captured at the primary level 
itself enabling the Bank to move up the value chain and enhance its risk return.

operations at overseas branches and managing the risks in international operations. Emphasis continued towards trade finance business 
and value added services. As on 31 March, 2016, the total assets at overseas branches stood at USD 8.06 billion as compared to USD 
7.86 billion last year. Axis Bank UK Limited, the Bank’s overseas banking subsidiary, completed its third year of operations during the 
year under review and its total assets stood at USD 662 million as against USD 431 million as on 31 March, 2015.

Stressed Assets Group (SAG)

also exercised from time to time. The current judicial and recovery infrastructure have its own set of challenges which at times delay the 

these impediments in the ensuing future.

Risk Management

the Board approved risk appetite statement. An independent risk management function ensures that the risk is managed through a risk 
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management architecture as well as through policies and processes approved by the Board of Directors encompassing independent 
identification, measurement and management of risks across the various businesses of the Bank. The risk management function in the 
Bank strives to proactively anticipate vulnerabilities at the transaction as well as at the portfolio level, through quantitative or qualitative 
examination of the embedded risks. The Bank continued to focus on refining and improving its risk measurement systems including 

the Board has not come across any element of risk which would threaten the existence of the Bank.

The overall risk appetite and philosophy of the Bank is defined by its Board of Directors. The Risk Appetite framework provides guidance 
to the management on the desired level of risk for various types of risks in the long term and helps steer critical portfolio decisions. 

businesses. The independent risk management structure within the Bank is responsible for managing the credit risk, market risk, liquidity 

risk, operational risk, liquidity risk, counterparty risk, country risk, reputational risk, strategic risk and subsidiaries risk, supplemented by 

Credit Risk

quality and management of the credit risk inherent in individual exposures as well as at the portfolio level. The emphasis is placed both 
on evaluation and management of risk at the individual exposures and analysis of the portfolio behaviour.

appraisal. Every extension of credit facility or material change of a credit facility to any counterparty requires credit approval at the 

sheet transactions. Model validation is carried out periodically by objectively assessing its discriminatory power, calibration accuracy and 

The Bank continuously monitors portfolio concentrations by segment, borrower, groups, industry and geography, where applicable. The 
portfolio level delinquency matrices are tracked at frequent intervals with focus on detection of early warning signals of stress. Key sectors 

covering inter alia increased regulatory prescriptions on provisioning requirements, rating downgrades, or drop in the asset values in 
case of secured exposures etc. on the portfolio. The portfolio level risk analytics provide insight into the capital allocation required to 
absorb unexpected losses at a defined confidence level.

Market Risk

volatilities of those changes, which may impact the Bank’s earnings and capital. The risk may pertain to interest rate related instruments 
(interest rate risk), equities (equity price risk) and foreign exchange rate risk (currency risk). Market Risk for the Bank emanates from 
its trading and investment activities, which are undertaken both for the customers and on a proprietary basis. The Bank adopts a 
comprehensive approach to market risk management for its banking book as well as its trading book for both its domestic and overseas 
operations. The market risk management framework of the Bank provides necessary inputs regarding the extent of market risk exposures, 
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Market risk management is guided by well laid down policies, guidelines, processes and systems for the identification, measurement, 

independently monitors the Bank’s investment and trading portfolio in terms of risk limits stipulated in the Market Risk Management 

sensitivity analyses as per a well laid out stress testing framework.

Liquidity Risk
Liquidity is a bank’s capacity to fund increase in assets and meet both expected and unexpected cash and collateral obligations at 
reasonable cost and without incurring unacceptable losses. Liquidity risk is the inability of a bank to meet such obligations as they 

a broad framework for liquidity risk management to ensure that the Bank is in a position to meet its liquidity obligations as well as to 

The liquidity profile of the Bank is monitored for both domestic as well as overseas operations on a static as well as on a dynamic basis by 
using the gap analysis technique supplemented by monitoring of key liquidity ratios and conduct of liquidity stress tests periodically. The 

Operational Risk
Operational risks may emanate from inadequate and/or missing controls in internal processes, people and systems or from external 

risk in an effective, efficient and proactive manner. The policy aims at assessing and measuring the magnitude of risks, monitoring and 

responsible for the implementation of the Operational Risk framework of the Bank and the management of operational risks across the 

All new products and processes, as well as changes in existing products and processes are subjected to risk evaluation by the Bank’s 

information systems. The Bank has set up a comprehensive Operational Risk Measurement System (ORMS) for documenting, assessing, 
and periodic monitoring of various risks and controls linked to various processes through the implementation of a software solution.
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Information Technology

aspirations of high quality digital products and services from the various businesses and other operations teams a reality. The sheer 
quality and quantity of awards received by the Bank in this space substantiates the consistent improvement in performance. The Bank 

capture a huge customer base outside its existing customer base.

group trainings and tests, and complete the disbursement. The tablet application is integrated with the bank’s underwriting hub for real 
time approvals/rejections based on bureau checks and underwriting rules. Tablet and desktop based new workflow has been designed 
as a part of the mobility initiatives for Rural Lending.

and reduce logistics costs and time taken in shipping documents to a central location. Single uniform imaging based workflow solution 

provides immense operational advantages of automating a high volume credit origination and appraisal segment such as retail and 
small and medium enterprises (SME) as well as the corporate segment. The web based platform allows Axis Bank users to keep a close 
watch on the overall quality of the portfolio.

recommendations in letter and spirit to strengthen the security posture of the Bank and to provide safe and secure banking services to 
its customers. As a part of this, various security solutions have been deployed to protect customer data and prevent external and internal 

Compliance

other means of communication apart from direct interaction. To ensure that all the businesses of the Bank are operating within the ambit 

of internal controls and examines the systemic correction required, based on its analysis and interpretation of the regulatory doctrine 

and the status of compliance with regulatory guidelines on a periodic basis.

management as well as the Board of Directors on the status of compliance in the Bank and the changes in regulatory environment. The 

operational, compliance and financial reporting risk, bringing efficiency in processes and improvement in compliance levels besides 

encompassing the Bank and its subsidiaries.
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Internal Audit

entities. The audit policy drives for a concerted focus on strategic and emerging business risks. This forms a key step in the identification 
of individual audits for the audit planning exercise. The audit frequencies are in sync with the risk profile of each unit to be audited. This 

concurrent audit, thematic audits and integrated audit reviews have been integrated into the internal audit function to make the function 

The Board reviews the efficacy of the internal audit function, effectiveness of controls laid down by the Bank and compliance with 
regulatory guidelines. This is in alignment with the best global practices on corporate governance.

Corporate Social Responsibility (CSR)

lives of economically, physically and socially challenged communities of the country by supporting initiatives aimed at creating conditions 

is also intertwined with the Bank’s sustainability agenda of creating enduring value for all its stakeholders. The Bank, through Axis Bank 

MSME sector development through knowledge sharing programs and undertakes skill development programs for youth to equip them 

Bank undertakes various environmental sustainability projects and community engagement programs.

is hosted on the Bank’s website www.axisbank.com

geographical spread to undertake such initiatives.

thereunder was `163.03 crores, against which the Bank has spent `137.41 crores [including contibution of `73.58 crores to Axis Bank 
`

an amount of more than `

agricultural output through improved farm practices leading to increased income, watershed management activities ensure the 

like embroidery work, bamboo work, etc. that further supplements the farm income and improves the overall income.

`93.90 crores while they have borrowed 
an amount of `141.16 crores from the Banks.

The Livelihood programs also seek to train unemployed youth both abled and disabled in various vocations leading to their employability. 

families.
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from an economic and social perspective. A 50% increase in income is expected to be achieved through these livelihood enhancement 
programs. Till March 2016, over 6 lac beneficiaries have been touched by this program.

` 38 

program to collect contributions from the employees. During the year, 6,721 employees of the Bank had enrolled for the payroll program 
and the annual collection amounted to `1.65 crores. Since 2006, the Bank and the group companies have contributed a grant of `334 
crores. The total amount of grant disbursed up to March, 2016 was `274 crores.

Human Resources
Axis Bank believes that building and nurturing the Bank’s people capabilities should be at the core of all initiatives to drive business 

be prepared for future challenges by developing these people capabilities.

Developing leadership skills across various levels in the Bank is one of the key focus areas for capability building in the Bank. The 

and leadership skill sets to prepare them for the changing times.

This year, the touch points of learning went beyond the conventional classroom through migration to alternate channels of delivery. The 
Bank endeavours to reinforce the status of compliance and standards as an important element of how the Bankruns its business and all 
its trainings are focused to ensure that its employees understand and meet their responsibilities.

pipeline of expertise in different businesses and support verticals. Speed to productivity was increased by training the employees in related 
subjects before they took on their responsibilities.

through storytelling and experience sharing with Senior Leaders of the Bank.

The strength of the workforce was 50,135 at the end of the year. A young and engaged workforce with an average age of 30 years and 
the Bank’s policy on being an equal opportunity employer continue to significantly contribute towards the Axis Bank brand.

The Bank promotes a healthy and safe work environment and condemns any kind of unfair treatment at the workplace. The Bank offers 
an emergency helpline service to the women employees to provide immediate safety response during any emergency situation. This year, 

at any time.

ACElerate. ACElerate 
stands for Axis Capability E  ACElerate, 
endeavours to drive changes across following principles:
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Leaders at every level.

service provider excelling in customer delivery through insight, enhanced capabilities and empowered employees. The recent award 

successful journey towards accomplishing the Bank’s vision.

Subsidiary Performance
During fiscal 2016, the Bank’s subsidiaries reported healthy growth in revenue and earnings of 38% and 29% respectively. The major 

brokerage subsidiary, is also contributing to strengthen the bond that the Banks’ customers have with the entire Axis family.

Safe Harbor

our growth and expansion, the adequacy of our allowance for credit losses, our provisioning policies, technological changes, investment 
income, cash flow projections, our exposure to market risks as well as other risks. Axis Bank Limited undertakes no obligation to update 
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