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Sharp decline in margins a cause for concern

HDFC Bank reported PAT of 190.6bn (+5% YoY, -0.8% QoQ), broadly in line with our estimates (-1.9%
QoQ below our estimates). The Net Interest Margin (NIM) on total assets declined by -12bps QoQ and
by -9bps YoY to 3.26%. The NIM on interest earning assets (IEA) dropped by -13 bps sequentially and
by -10 bps YoY to 3.40%. The yield on assets declined by -10bps QoQ and -40 bps YoY to 7.7%. The
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cost of funds remained stable sequentially at 4.4% but dropped by -40bps YoY. The management Previous Rating: BUY
opined that the funding costs have remained elevated due to high-cost wholesale deposits and  Previous Target Price: 1,040
borrowings which account for ~11% of the liabilities. Further, the management stated that volatility
in liquidity environment has led to delayed wholesale liability repricing. Management maintained a | Market data
constructive medium-term outlook on margins, iterating that the primary lever remains funding cost Bloomberg: HDFCB: IN
normalization rather than asset repricing. The gross advances grew by 3.4% QoQ and 15.4% YoY, 52-week H/L (Rs): 1,020.5/726.6
driven by healthy overall credit demand. The bank has emerged as one of the largest participants in Mcap (Rs bn/USD bn): 12,622.9/ 131.1
the ECLGS 5.0 scheme with disbursements close to Rs. 140bn by June-end. The total deposit growth Shares outstanding (Mn): 15 401
lagged advances growth at 2.1% QoQ and 14.7% YoY in Q1FY27. The management expects to capture - 4 -
a meaningful share of the FCNR (B) deposit mobilisation scheme and expects the inflows to accelerate Free float: 100%
meaningfully in Q2. On the ECL front, the management indicated that the existing floating and ~ Face Value (Rs): 1
contingent provisions would be adequate to absorb the transition impact. We expect the marginsto ~ Source: NSE, SMIFS Research
remain subdued in the near term and improve slightly going forward while the advances momentum
is expected to sustain. We have moved our valuation basis to adjusted book value (ABV). We have |Shareholding pattern (%)
revised our target price to Rs. 994 (Rs. 1040 earlier) and are currently valuing the standalone bank at Jun-26 Mar-26 Dec-25 Sep-25
2x its FY28E ABV per share of Rs. 436. Further, we assign Rs. 122 per share value to its subsidiaries Promoter
and associates. Flls 41.83 44.05 47.67 48.38
NIMs under pressure. The NIM on total assets declined sharply by -12bps QoQ and by -9bps YoY to 3.26%. Dlls - 41.92 4014 37.00 36.07
- X Public/others 16.25 15.82 15.29 15.51
The NIM on IEA dropped by -13 bps sequentially and by -10 bps YoY to 3.40%. The YoA declined by -10bps
QoQ and -40 bps YoY to 7.7%. The CoF remained flat sequentially at 4.4% (-40bps YoY). The management |Pro. Pledging
opined that the funding costs have remained elevated due to high-cost wholesale deposits and borrowings Pledging N N - -
which account for ~11% of the liabilities. Volatile system liquidity has delayed the wholesale liability  Source: BSE
repricing. The management opined that margin normalisation remained a medium-term proposition with
the primary lever being reduction in cost of funds rather than improvement in asset yields. Maturity of | Price performance (%) *
~Rs. 400-500 bn of legacy wholesale borrowings carrying funding costs above 7% provides an opportunity 1M 3M  12M  36M
to lower funding costs through replacement with cheaper liabilities. Management is targeting to improve Nifty 500 1.0% 20% -04%  383%
the share of retail loans to ~60% from current 52% levels to optimize portfolio mix. Nifty Banks 1.6% 3.5%  3.0% 28.8%
Higher sequential slippages due to 1Q seasonality. The gross slippages in the quarter were at Rs. 80bn ':DFC thnk - 4.1% 25% -17.5%  -2.4%
and the annualised gross slippage ratio for the bank stood at 1.1%, up by 21 bps QoQ but down -30bps as of 181 July,"26; Source: NSE, SMIFS Research
YoY The total recoveries and upgrades stood at Rs. 40bn resulting in a net slippage addition of Rs. 40bn in [Price Performance
1QFY27. GNPA stood at 1.17% (+2 bps QoQ) while NNPA stood at 0.41% (+3 bps QoQ). Total provisions
during the quarter were at Rs. 30.6bn up 17.3% QoQ (-78.8% YoY). The annualised credit costs stood at 1,100
0.41%, +5 bps QoQ_ (-79 bps YoY). On the ECL front, the management indicated that the existing floating 1,000
and contingent provisions would be adequate to absorb the transition impact. The reported PCR decline 900
to 66% was attributed to changes in portfolio mix rather than decline in asset quality. ...Contd. on page 2 800
E Mar (Rs bn) QIFY27  Q1FY26  YoY (%) Q4FY26  QoQ (%) QIFY27E  Var (%) 700
Net Interest Income 335 314 6.7% 331 1.4% 343 -2.1% 600
Other Income 128 217 -41.0% 132 -2.9% 128 0.3% IIIIIILLNLLRL888,
Operating Income 464 532 -12.8% 463 0.2% 470 -1.5% S 55353835385 %¥8 85873
Opex 182 174 43% 185 1.6% 184 0.9% w20z e <SI00nz23
Pre Provisions Profit 282 357 -21.2% 278 1.3% 287 -1.8% Source: NSE, SMIFS Research
Provisions -31 -144 -78.8% -26 17.3% -31 -2.4%
PBT 251 213 17.9% 252 -0.3% 256 -1.7%
Tax -60 -31 92.8% -60 1.3% -61 -1.4% —
PAT 191 182 5.0% 192 0.8% 194 1.9% Rishit Savla )
Sector Lead — Banking
NIM 3.26% 3.35% (9)bps 3.38% (12)bps 3.36% (10)bps +,91,'993021923?
Loans 30,373 26284 156% 29372 3.4% 30,332 0.1% rishit.savla@smifs.com
Loans growth (% yoy) 15.6% 6.7% 8.9% 12.1% 3.4% 15.4% 0.2% Shreyash Nimbokar
Deposits 31,708 27,641 14.7% 31,053 2.1% 31,704 0.0% Research Associate
Deposit growth (% yoy) 14.7% 16.2% -1.5% 14.4% 0.3% 14.7% 0.0% +91 22 4200 5553
GNPA (%) 1.17% 1.40% (23)bps 1.15% 2bps shreyash.nimbokar@smifs.com
NNPA (%) 0.41% 0.47% (6)bps 0.38% 3bps Smit Shah
Credit Costs (bps) 41 220 (179)bps 36 Sbps 42 (1)bps Research Associate
Source: Company, SMIFS Research; +91-9137639594
smit.shah@smifs.com
(Rs b) Op. Income % YoY PPOP % YoY PAT % YoY P/E P/B (x) ROA (%) ROE(%)
FY24 1,578 34% 944 34% 608 38% 17.4 2.4 1.9 15.6
FY25 1,683 7% 1,001 6% 673 11% 15.9 21 1.8 14.3
FY26 1,912 14% 1,186 18% 747 11% 14.4 1.9 1.8 14.0
FY27E 2,042 7% 1,237 4% 820 10% 13.1 1.7 1.8 13.8
FY28E 2,342 15% 1,432 16% 945 15% 11.4 1.6 1.8 14.4

Source: Company, SMIFS Research Estimates. PPOP = Pre- Provision Operating Profit
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Advances growth outpaced deposits growth. The gross advances grew by 3.4% QoQ and by
15.4% YoY in Q1 while the deposits grew by 2.1% QoQ and 14.7% YoY. The sequential growth
in advances was driven by Small and mid-markets segment which grew by 3.8% QoQ (+18.7%
YoY) followed by corporate segment (up 3.6% QoQ and 18.6% YoY). The retail advances grew
by 1.0% QoQ driven by Gold loan (+7.6% QoQ) Auto loans (+2.8% QoQ) and Personal loans
(+2.1% QoQ). The sequential growth in deposits was driven by term deposits (+4.9% QoQ). The
bank has emerged as one of the largest participants in the ECLGS 5.0 scheme with
disbursements close to Rs. 140bn by June-end. The sequential growth in deposits was driven
by term deposits, up 4.9% QoQ. The management expects the bank to capture a meaningful
share of the FCNR (B) deposits and expects the traction to improve materially in 2QFY27.

Productivity gains starting to become visible. The Pre-Provisioning Operating profit (PPOP)
stood at Rs. 282bn, up 1.3% QoQ (-21.2% YoY). The sequential improvement was driven by
higher NIl (+1.4% QoQ) and lower opex (-1.6% QoQ). The improvement in branch level
productivity is evidenced by business per branch improving to Rs. 3.3bn v/s Rs. 2.66 bn in FY23.
Management indicated that the bank is transitioning from a five-year investment phase into a
productivity monetization phase. The management stated that future investments will remain
focussed on Al, cybersecurity, process automation and customer journey digitisation. The
management expects these initiatives to further support operating efficiency in the medium
term.

HDFC Bank Ltd
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Valuation and Outlook

We have moved our valuation basis to adjusted book value (ABV). We have revised our
target price to Rs. 994 (Rs. 1040 earlier) and maintain a BUY rating on the stock. We are
currently valuing the standalone bank at 2x its FY28E ABV per share of Rs. 436 for RoE profile
of 13.8%/ 14.4% for FY27E/ FY28E. Further, we assign Rs. 122 per share value to its
subsidiaries and associates.

Fig 1: Forward Price to book vs ROE
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Source: Company, Bloomberg, SMIFS Research Estimates; * Not excluded subs from forward price for PB calculation

Changes to earnings to reflect the margin outlook. We have kept our loan growth assumption
unchanged while factoring in a slight dip in the previous assumed deposits growth. We have
factored in the margin outlook to slightly lower our NIl and NIM estimates. Keeping in mind the
geopolitical uncertainties and the potential adverse EI-Nino impact, we have tweaked our
GNPA and NNPA assumptions upwards. Based on the management commentary on ECL
transition, we have marginally tweaked our credit cost assumptions.

Fig2: Change in Estimates

FY27E FY28E
Rs Bn " Current Previous % chg. Current Previous % chg.
Net Interest Income 1,464 1,473 -0.6% 1,688 1,728 -2.3%
Other Income 578 557 3.8% 653 603 8.3%
Operating Income 2,042 2,030 0.6% 2,342 2,331 0.5%
Opex 805 785 2.6% 910 855 6.4%
Pre Provisions Profit 1,237 1,245 -0.7% 1,432 1,476 -3.0%
Provisions 143 141 1.4% 172 158 8.6%
PBT 1,094 1,104 -0.9% 1,260 1,317 -4.4%
Tax 273 276 -0.9% 315 329 -4.4%
PAT 820 828 -0.9% 945 988 -4.4%
NIM 3.37% 3.43% (5)bps 3.44% 3.47% (3)bps
Loans 33,484 33,484 0.0% 38,506 38,506 0.0%
Loans growth (% yoy) 14% 14.0% 0.0% 15% 15.0% 0.0%
Deposits 35,400 36,176 -2.1% 40,533 42,796 -5.3%
Deposit growth (% yoy) 14.0% 16.5% -2.5% 14.5% 18.3% -3.8%
GNPA (%) 1.13% 1.02% 11bps 1.13% 0.95% 18bps
NNPA (%) 0.40% 0.34% 6bps 0.39% 0.31% 7bps
Credit costs (bps) 43 45 (2)bps 45 44 1bps

Source: SMIFS Research Estimates

Risks to our call:
[1] Slower growth than anticipated
[2] Higher than anticipated credit costs, resulting in lower returns

[3] Higher operating costs due to unanticipated expenses
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Analyst Call highlights

Operational Aspects

Rajiv Kumar has been appointed as the new chairman during the quarter. The CEO/MD
reappointment is WIP with the NRC and the board.

Branch productivity has improved from Rs. 2.66 bn per branch to Rs. 3.30 bn per branch
over the years, with 40% of branches still less than 5 years old. As these branches continue
to scale, further productivity gains are expected by the management.

Management indicated that the bank is now entering a harnessing phase after years of
heavy investment in distribution and technology. Branch additions will be slightly muted
going forward, but technology investment will continue, particularly in security and Al.
The management stated that the headline PAT growth was muted (5% YoY) due to the
impact of one-time gains pertaining to HBD financial in the previous year. Adjusted for the
one-off, the PAT would have been 9.8% YoY.

Further, the management is aiming for the PAT growth to match or be higher than the
balance sheet growth in the longer run.

Advances

Management indicated that the bank has accelerated growth on advances, which had been
held back due to CD ratio concerns post-merger. Specific customer segments have been
identified for focus going forward.

Credit demand continues to hold, with the economy showing resilience even after the
geopolitical situation, though the full El Nino impact is expected to play out in Q3.

The bank participated in the ECLGS 5.0 scheme with disbursements of ~ Rs. 140 bn as of
June 30. Management sees this as a good opportunity, particularly for the mid-market
segment.

Management guided for taking retail advances mix to 60% over-time (52% currently) in the
long run, which should also aid margins to an extent.

The management has identified improvement of Turnaround time (TAT) as a key focus
area.

Deposits

The retail deposit rates have been reasonably stable, non-retail deposit rates have
remained elevated and have not come down as expected due to the volatile liquidity
scenario.

Savings account growth is going through a low-growth phase. Management indicated that
even if household deposit growth stays low, they are investing in distribution to improve
unit economics and are not overly concerned about the household deposit growth.
Management is being aggressive on CASA deposits to bring down the cost of funds. The
aspiration is to reach near pre-merger CASA levels of around 38-40%.

On FCNR(B), documentation and approvals (both internal and with counterparty banks)
are largely done. Management expects certain milestones to be visible in coming months
and is targeting a meaningful market share in this opportunity.

Margins

Management highlighted that optimizing the cost of funds remains the primary lever for
expanding margins. While a structural advantage of 40-50 basis points is achievable
relative to historical averages and peer benchmarks, this transition will be gradual.
Further, the timeline hinges heavily on a stabilization of system liquidity, which continues
to exhibit high volatility between its peak and trough levels.

Borrowings mix is currently at 11% versus a part of industry sitting at 5-6%. Management
expects this to come down as existing bonds mature and overall growth accelerates,
diluting the borrowings share over time.

Legacy wholesale borrowings of approximately Rs.400-500 bn are scheduled to mature
over the next few years. These borrowings currently carry funding costs of slightly above
7%, compared with prevailing retail term deposit rates of approximately 6%, creating a
structural opportunity for funding cost reduction upon replacement.

HDFC Bank Ltd
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Specifically, substituting these borrowings with a standard blend of time deposits and CASA
could provide ~100 bps benefit, while migrating entirely into time deposits offers a slightly
higher yield advantage.

In the corporate segment, spreads remain thin and the market continues to be very
competitive. Hence, the bank is being highly selective and is explicitly pivoting toward a
holistic primary relationship engagement strategy.

Asset Quality

On ECL transition, management indicated no material impact is expected at the point of
transition given adequate existing provisions.

Management noted that regulatory floors of 1% for unsecured Stage 1 and 5% for Stage 2
will lead to some enhancement in provisioning requirements.

Reported PCR currently stands at 66%. Excluding the agricultural portfolio, PCR remains
broadly stable at ~70%. The management attributed the decline in reported PCR to a higher
secured/agriculture loan mix.

HDFC Bank Ltd
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Key Charts

Fig 3: Loan growth accelerated to 15.6% YoY/3.4% QoQ in Fig 4: We expect loan growth to sustain and outpace deposit

1Q27, outpacing deposit growth of 14.7% YoY/2.1% growth
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Fig5: CD ratio rose to 95.8% in 1Q27 as loan growth Fig 6: We now expect CD ratio to stabilize near 95% through

outpaced deposits FY28E
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Fig 7: NIM declined 12bps sequentially to 3.26% in 1Q27, Fig8: We expect NIM to recover gradually as high-cost

pressured by elevated wholesale funding costs

wholesale borrowings reprice

NIM

3.54%

3.47% 3.46%

%

3.38%

3.35% 3.35%

3.27%

1025 I
2025

w
3a2s NN
aaz2s
102¢ NN
aa2c NN

202¢ [
3a2¢ [N

1027 [

3.26%

NIM

3.48%
3.44%

3.37%
3.34%

FY25
FY26
FY27E
FY28E

Source: Company, SMIFS Research

Q1FY27 Result Update

Source: Company, SMIFS Research

HDFC Bank Ltd




SMIFS

LIMITED
Fig 9: CASA ratio (period end) declined further to 32.3% in Fig 10: CASA ratio expected to stabilize near 34%
1Q27
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Fig 11: Opex decreased -1.6% QoQ Fig 12: We expect opex growth to accelerate on Al
cybersecurity and automation investment
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Fig 13: Credit costs inched up on seasonally higher slippages, Fig 14: We expect credit costs to normalize gradually from FY26
though remain low lows
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Fig 15: HDFC Bank Income Statement, Balance Sheet and Key Figures on Quarterly Basis
INR bn 1Q26 2Q26 3Q26 4Q26 1Q27 1Q26 2Q26 3Q26 4Q26 1Q27
Interest Income 775 767 768 766 794 Interest Income 0.0% -1.0% 0.1% -0.2% 3.6%
Interest Expense -460 -451 -441 -435 -458 Interest Expense 1.4% -1.9% -2.2% -1.4% 5.3%
Net Interest Income 314 316 326 331 335 Net Interest Income -2.0% 0.4% 3.4% 1.4% 1.4%
Non-Interest Income 217 144 133 132 128 Non-Interest Income 80.7% -34.0% -7.6% -0.4% -2.9%
Operating Income 532 459 459 463 464 Operating Income 20.6% -13.7% -0.1% 0.9% 0.2%
Employee expenses -62 -65 -72 -62 -64 Employee expenses 0.7% 4.9% 11.5% -13.5% 3.0%
Other expenses -113 -115 -116 -122 -118 Other expenses -1.4% 2.1% 0.4% 5.9% -3.9%
Operating expenses -174 -180 -188 -185 -182 Operating expenses -0.7% 3.1% 4.4% -1.6% -1.6%
Operating profit 357 279 271 278 282 Operating profit 34.7% -21.9% -3.0% 2.6% 1.3%
Provisions -144 -35 -28 -26 -31 Provisions 352.3% -75.8% -18.9% -8.0% 17.3%
PBT 213 244 243 252 251 PBT -8.8% 14.7% -0.7% 3.8% -0.3%
Tax -31 -58 -56 -60 -60 Tax -45.2% 84.3% -3.0% 6.5% 1.3%
PAT 182 186 187 192 191 PAT 3.1% 2.7% 0.1% 3.0% -0.8%
[ NRbn | 1026 | 2026 ] 3026 ] 4026 | 107 M | 1026 | 2026 [ 3026 [ 4026 | 1027 |

Cash and balances 2,026 1,651 1,752 2,985 2,236 Cash and balances -15.4% -18.5% 6.1% 70.4%  -25.1%
Investments 8,967 8,743 8,783 8,842 9,194 Investments 7.2% -2.5% 0.5% 0.7% 4.0%
Advances 26,284 27,464 28,214 29,372 30,373 Advances 0.3% 4.5% 2.7% 4.1% 3.4%
Fixed Assets 138 139 143 147 146 Fixed Assets 0.9% 0.5% 3.2% 3.0% -1.1%
Other Assets 2,126 2,033 1,998 2,303 2,026 Other Assets 5.8% -4.4% -1.7% 153% -12.0%
Total Assets 39,541 40,030 40,890 43,649 43,975 Total Assets 1.1% 1.2% 2.1% 6.7% 0.7%
Capital 8 15 15 15 15 Capital 0.2%  100.4% 0.1% 0.1% 0.1%
Reserves and Surplus 5,219 5,209 5,409 5,614 5,816 Reserves and Surplus 4.2% -0.2% 3.8% 3.8% 3.6%
Total Equity 5,226 5,224 5,425 5,629 5,831 Total Equity 4.2% 0.0% 3.8% 3.8% 3.6%
Deposits 27,641 28,018 28,601 31,053 31,708 Deposits 1.8% 1.4% 2.1% 8.6% 2.1%
Borrowings 5,101 5,096 5,211 4,894 4,618 Borrowings -6.9% -0.1% 2.3% -6.1% -5.6%
Other Liabilities 1,573 1,692 1,653 2,073 1,817 Other Liabilities 7.6% 7.6% -2.3% 25.4%  -12.4%
Total Liabilities and Equity 39,541 40,030 40,890 43,649 43,975 Total Liabilities and Equity 1.1% 1.2% 2.1% 6.7% 0.7%
% 1Q26 2Q26 3Q26 4Q26 1Q27 % 1Q26 2Q26 3Q26 4Q26 1Q27
CASA and CD ratio Capital Ratios
CASA Ratio 34% 34% 34% 34% 32% Tier 1 Ratio 17.8% 17.5% 17.8% 17.7% 17.8%
CD Ratio (LDR) 95% 98% 99% 95% 96% Capital Adequacy Ratio (%) 19.9% 20.0% 19.9% 19.7% 19.6%

RWA % Advances 68.7% 69.6% 70.5% 68.1% 69.0%
Margins
Reported NIM 3.35% 3.27% 3.35% 3.38% 3.26% Asset Quality
Calculated NIMs 3.39% 3.36% 3.41% 3.31% 3.23% Gross NPA Ratio 1.4% 1.2% 1.2% 1.2% 1.2%
Yield on Advances 9.2% 8.8% 8.6% 8.4% 8.3% Net NPA Ratio 0.5% 0.4% 0.4% 0.4% 0.4%
Cost of funds 5.6% 5.5% 5.3% 5.0% 5.1% Slippage ratio 1.4% 1.1% 1.2% 0.9% 1.1%

Credit costs (% avg loans) 2.2% 0.5% 0.4% 0.4% 0.4%
P&L Ratios
Core fees % Non-II 42% 73% 80% 81% 76% Returns
Non-II Ratio 41% 31% 29% 29% 28% ROA 1.9% 2.0% 1.9% 1.9% 1.8%
Staff costs % opex 35% 36% 38% 34% 35% ROE 14.2% 14.3% 14.0% 13.9% 13.3%
CTI 33% 39% 41% 40% 39%
Tax Rate 15% 24% 23% 24% 24%

Source: Company, SMIFS Research;
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Fig 16: HDFC Bank Income Statement, Balance Sheet and Key Figures on Annual Basis
[ INRbn | Fv2a| Fvas | P26 | Fva7e | Fvose B [ Fvaa | P25 | FY26 | FY27E | FY28E |

Interest Income 2,583 3,005 3,075 3,429 3,885 Interest Income 59.9% 16.3% 2.3% 11.5% 13.3%
Interest Expense 1,498 1,778 1,788 1,966 2,196 Interest Expense 100.4% 18.7% 0.6% 9.9% 11.7%
Net Interest Income 1,085 1,227 1,287 1,464 1,688 Net Interest Income 25.0% 13.0% 4.9% 13.7% 15.4%
Non-Interest Income 492 456 625 578 653 Non-Interest Income 57.7% -7.3% 37.0% -7.5% 13.0%
Operating Income 1,578 1,683 1,912 2,042 2,342 Operating Income 33.6% 6.7% 13.6% 6.8% 14.7%
Employee expenses 222 239 261 277 305 Employee expenses 43.4% 7.5% 9.0% 6.3% 10.2%
Other expenses 411 443 466 528 605 Other expenses 28.0% 7.6% 5.3% 13.3% 14.5%
Operating expenses 634 682 727 805 910 Operating expenses 33.0% 7.6% 6.6% 10.8% 13.1%
Operating profit 944 1,001 1,186 1,237 1,432 Operating profit 34.1% 6.1% 18.4% 4.3% 15.8%
Provisions 235 116 234 143 172 Provisions 97.1% -50.4% 100.8% -38.7% 20.0%
PBT 709 885 952 1,094 1,260 PBT 21.2% 24.8% 7.6% 14.9% 15.2%
Tax 101 211 205 273 315 Tax -29.9% 109.6% -3.0% 33.4% 15.2%
PAT 608 673 747 820 945 PAT 37.9% 10.7% 10.9% 9.8% 15.2%
Basic EPS (X) 40.02 44.01 48.51 53.28 61.38 Basic EPS (%) 1.3% 9.9% 10.2% 9.8% 15.2%
DPS (X) 9.75 11.00 15.50 13.85 16.57 DPS (X) 2.6% 12.8% 40.9% -10.6% 19.6%
Dividend Payout (%) 24.4% 25.0% 32.0% 26.0% 27.0% Dividend Payout (%) 0.3% 0.6% 7.0% -6.0% 1.0%
INR bn FY24 FY25 FY26 FY27E FY28E FY24 FY25 FY26 FY27E FY28E
Cash and balances 2,191 2,396 2,985 2,411 2,695 Cash and balances 13.1% 9.3% 24.6% -19.2% 11.8%
Investments 7,024 8,364 8,842 9,809 10,807 Investments 35.9% 19.1% 5.7% 10.9% 10.2%
Advances 24,849 26,196 29,372 33,484 38,506 Advances 55.2% 5.4% 12.1% 14.0% 15.0%
Fixed Assets 114 137 147 162 178 Fixed Assets 42.2% 19.8% 7.8% 10.0% 10.0%
Other Assets 1,998 2,010 2,303 2,764 2,902 Other Assets 36.2% 0.6% 14.6% 20.0% 5.0%
Total Assets 36,176 39,102 43,649 48,630 55,089 Total Assets 46.7% 8.1% 11.6% 11.4% 13.3%
Capital 8 8 15 15 15 Capital 36.2% 0.7% 101.2% 0.0% 0.0%
Reserves and Surplus 4,395 5,007 5,614 6,221 6,910 Reserves and Surplus 57.2% 13.9% 12.1% 10.8% 11.1%
Total Equity 4,402 5,014 5,629 6,236 6,926 Total Equity 57.1% 13.9% 12.3% 10.8% 11.1%
Deposits 23,798 27,147 31,053 35,400 40,533 Deposits 26.4% 14.1% 14.4% 14.0% 14.5%
Borrowings 6,622 5,479 4,894 4,902 5,103 Borrowings 220.2% -17.3% -10.7% 0.2% 4.1%
Other Liabilities 1,354 1,461 2,073 2,092 2,528 Other Liabilities 41.5% 7.9% 41.9% 0.9% 20.8%
Total Liab and Equity 36,176 39,102 43,649 48,630 55,089 Total Liabilities and Equity 46.7% 8.1% 11.6% 11.4% 13.3%
BVPS (%) 289.8 327.6 365.7 405.1 449.9 BVPS (X) 15.4% 13.1% 11.6% 10.8% 11.1%

Ratios & Key Figures Ratios & Key Figures

% FY24 FY25 FY26 | FY27E | FY28E
CD and CASA Ratio Asset Quality
CASA Ratio 38% 35% 34% 34% 34% Gross NPA Ratio 1.2% 1.3% 1.2% 1.1% 1.1%
CD Ratio (LDR) 104% 96% 95% 95% 95% Net NPA Ratio 0.3% 0.4% 0.4% 0.4% 0.4%

Slippage ratio 2.0% 1.3% 1.1% 1.2% 1.1%

Margins Credit costs (% avg loans) 0.5% 0.5% 0.4% 0.4% 0.5%
Reported NIM 3.53% 3.48% 3.34% 3.37% 3.44%
Calculated NIMs 3.97% 3.61% 3.44% 3.49% 3.56% Returns
Yield on Advances 10.1% 9.3% 8.6% 8.6% 8.6% ROA 1.9% 1.8% 1.8% 1.8% 1.8%
Cost of funds 5.8% 5.6% 5.2% 5.2% 5.1% ROE 15.6% 14.3% 14.0% 13.8% 14.4%
P&L Ratios Valuation
Core fees % Non-II 57% 70% 52% 69% 72% P/E 17.4x 15.9x 14.4x 13.1x 11.4x
Non-II Ratio 31% 27% 33% 28% 28% P/BV 2.4x 2.1x 1.9x 1.7x 1.6x
Staff costs % opex 35% 35% 36% 34% 34% P/ABV 2.5x 2.2x 2.0x 1.8x 1.6x
CTI 40% 41% 38% 39% 39%
Tax Rate 14% 24% 22% 25% 25%

Capital Ratios

Tier 1 Ratio 16.8% 17.7% 17.7% 17.4% 16.8%
CRAR (%) 2.0% 1.9% 2.0% 1.7% 1.6%
RWA % Assets 65.4% 64.3% 68.2% 68.0% 68.1%
CASA Ratio 38% 35% 34% 34% 34%

Source: Company, SMIFS Research
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Disclaimer

Analyst Certification:
We, Rishit Savla, Research Analyst, Shreyash Nimbokar, Research Associate, and Smit Shah, Research Associate of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subscribed to this Research
Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts) Regulations 2014. | also certify
that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is also confirmed that I, the above-mentioned Research Analyst(s) of
this Research Report have not received any compensation from the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the subject
companies mentioned in the Research Report.
Terms & Conditions and Other Disclosures:
SMIFS Limited is regulated by the Securities and Exchange Board of India (“SEBI”) and is engaged in the business of Stock Broking, Depository Services, Portfolio Management, Research Services and Distribution of Financial
Products and related allied activities for which SMIFS is registered with various regulators. SMIFS Limited includes Subsidiaries, Group and Associate Companies, Promoter, Directors, Employees and affiliates.
Research Services
SMIFS is registered as a Research Analyst Entity. The Research Reports are prepared and distributed by SMIFS in the capacity of a Research Analyst as per Regulation 19 & 22(1) of SEBI (Research Analysts) Regulations 2014,
having SEBI Registration Number — INH300001474.
Stock Broking
SMIFS is a Trading Member of National Stock Exchange of India Limited (NSE); BSE Limited (BSE), Metropolitan Stock Exchange of India Limited (MSEI) and Multi Commodity of Exchange of India Limited (MCX); National
Commodity and Derivatives Exchange Limited (NCDEX) with SEBI Registration Number: INZ000220635.
Depository Services
SMIFS is a Depository Participant of National Securities Depository Limited (NSDL) bearing DP ID — IN301629 and Central Depository Services (India) Limited (CDSL) bearing DP ID — 12016000 with SEBI Registration Number
IN-DP-414-2019.
Portfolio Management
SMIFS is also registered as a Portfolio Manager with SEBI Registration Number INP000004623 and Research Analyst with SEBI Registration Number INH300001474.
Distribution
SMIFS is also registered with Association of Mutual Funds of India (AMFI) with ARN Code 3080 for the distribution of Mutual Fund Units of various reputed Asset Management Companies.
Subsidiaries
Stewart & Mackertich Commodities Limited is a subsidiary of SMIFS Limited and a Trading Member of National Commodity and Derivatives Exchange Limited (NCDEX) with SEBI Registration Number INZ000064332.
SMIFS Wealth Management Limited is also a subsidiary of SMIFS Limited, registered with Association of Portfolio Managers in India (APMI), having APRN - APRN00855.
SMIFS and its associates might have investment banking and other business relationship with a significant percentage of companies covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and
their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.
The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any notice. The Research Report and information contained herein is strictly confidential and meant solely for the
selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of SMIFS Limited. While we
would endeavour to update the information herein on a reasonable basis, SMIFS is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent SMIFS from
doing so. Non-rated securities indicate that the rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or policies of SMIFS, in circumstances where SMIFS
might be acting in an advisory capacity to this company, or in certain other circumstances.
This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This Research Report and
information herein is solely for informational purposes and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Securities as defined in clause
(h) of section 2 of the Securities Contract Act, 1956, includes Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all the customers simultaneously, not all customers may receive this Research Report at
the same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report. Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any investment
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on
their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the
investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this Research Report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. The information given in this report is as of date of this report and
there can be no assurance that future results or events will be consistent with this information. The information provided in this report remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts
and intellectual Properties remain the property and copyright of SMIFS and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the SMIFS.
SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason, including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment,
server breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to present the data. In no event shall SMIFS be liable for any damages, including without limitation direct or indirect, special,
incidental, or consequential damages, losses or expenses arising in connection with the data presented by the SMIFS through this report.
Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by
numerous market factors, including world and notional economic, political and regulatory events, events in Equity & Debt Markets and changes in interest rates; and (c) Currencies may be subject to devaluation or government imposed
Exchange Controls which could affect the value of the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.
Since associates are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this Research Report.
SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged
in any other transaction involving such Securities and earn brokerage or other compensation of the Subject Company/ companies mentioned herein or act as an Advisor or Lender/Borrower to such Companies or have other
potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the time of the publication of the Research Report or at the time of Public Appearance.
SMIFS does not have proprietary trades but may at a future date, opt for the same with prior intimation to Clients/ Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore
should be considered as interested.
The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any particular Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent professional
advice before investing, however the same shall have no bearing whatsoever on the specific recommendations made by the analysts, as the recommendations made by the analysts are completely independent views of the Associates of
SMIFS even though there might exist an inherent conflict of interest in some of the stocks mentioned in the Research Report.
The information provided herein should not be construed as invitation or solicitation to do business with SMIFS.
SMIFS or its subsidiaries collectively or Research Analysts or their relatives, do not own 1% or more of the equity securities of the Company mentioned in the Research Report as of the last day of the month preceding the publication of
the Research Report.
SMIFS encourages independence in Research Report preparation and strives to minimize conflict in the preparation of Research Report. Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have
any material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, if any.
SMIFS or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.
SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report during the period preceding twelve months from the date of this Research Report for services in respect of managing
or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory services in a merger or specific transaction from the subject company.
SMIFS or its associates might have received any compensation for products or services other than investment banking or brokerage services from the subject companies mentioned in the Research Report in the past twelve months.
SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject companies mentioned in the Research Report or third party in connection with preparation of the Research
Report.
Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.
The Research Analysts might have served as an officer, director or employee of the subject company.
SMIFS and its Associates, Directors, Officers, Employees, Research Analysts, including their relatives worldwide, may have been engaged in market making activity for the companies mentioned in the Research Report.
SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.
A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, www.mcxindia.com and/or https://www.msei.in.
SMIFS submits’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities in last 3 years.
This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability
or use would be contrary to law, regulation or which would subject SMIFS and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain categories of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
Specific Disclosures

1. SMIFS, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do not have equity holdings in the subject company.
2. SMIFS, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities in the subject company.

3. SMIFS, Research Analyst and/or his relatives have not received compensation/other benefits from the subject company in the past 12 months.

4. SMIFS, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at the time of publication of research report.

5. Research Analyst has not served as director/officer/employee in the subject company

6. SMIFS has not acted as a manager or co-manager of public offering of securities of the subject company in past 12 months.
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7. SMIFS has not received compensation for investment banking/ merchant banking/brokerage services from the subject company in the past 12 months

8. SMIFS has not received compensation for other than investment banking/merchant banking/brokerage services from the subject company in the past 12 months.

9. SMIFS has not received any compensation or other benefits from third party in connection with the research report.

10. SMIFS has not engaged in market making activity for the subject company

11 Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

12. Registration granted by SEBI, enlisted with BSE and certification from NISM is no way guarantee performance of SMIFS or provides any assurance of returns to investors.
13. Performance related information is not verified by SEBI.

14. The Security/Securities quoted are for illustration only and are not recommendatory.

Disclaimer for U.S. persons only:

SMIFS has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("MPS").

This report was prepared, approved, published and distributed by SMIFS Limited (SMIFS) located outside of the United States (a "non-US Group Company"), which accepts responsibility for its contents. It is distributed
in the U.S. by Marco Polo Securities Inc. ("MPS")., a U.S. registered Broker Dealer, on behalf of SMIFS, only to major U.S. Institutional Investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934
(the "Exchange Act")) pursuant to the exemption in Rule 15a-6.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other Regulatory Requirements pertaining
to research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-
regulatory organization. Outside the United States, this report is distributed by SMIFS or an authorized affiliate of SMIFS.

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S.
Securities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender.

Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of
the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional Investors.

Marco Polo Securities Inc. ("MPS") is the distributor of this document in the United States of America. Any US customer wishing to effect transactions in any securities referred to herein or options thereon should do
so only by contacting a representative of MPS and any transaction effected by a U.S. investor in the securities described in this report must be effected through Marco Polo Securities Inc at its registered address 1230
Avenue of the Americas, 16th Floor, New York, NY 10020.

Important US Regulatory Disclosures on Subject Companies

. SMIFS or its Affiliates have not recently been the beneficial owners of 1% or more of the securities mentioned in this report.
. SMIFS or its Affiliates have not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.
. SMIFS or its Affiliates have not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not expect to receive compensation for investment

banking services from the issuer of these securities within the next three months.

. However, one or more person of SMIFS or its affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those securities or options
thereon either on their own account or on behalf of their clients.

. SMIFS or its Affiliates may, to the extent permitted by law, act upon or use the above material or the conclusions stated above or the research or analysis on which they are based before the material is
published to recipients and from time to time provide investment banking, investment management or other services for or solicit to seek to obtain investment banking, or other securities business
from, any entity referred to in this report.

. As on date of the publication of this report, MPS may and/or may not make a market in the subject securities.

DISCLAIMERS FOR INTERNATIONAL JURISDICTION (WEBSITE)

Disclaimer for U.S. Persons:

The content of the SMIFS Website/Research Report does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or investment services and/or shall not be
considered as an advertisement tool. "U.S. Persons" are generally defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United States. US Citizens living
abroad may also be deemed "US Persons" under certain rules. THIS DOCUMENT IS INTENDED SOLELY TO PROVIDE INFORMATION TO THE QUALIFIED INSTITUTIONAL INVESTORS ONLY AND IS NOT MEANT FOR RETAIL
INVESTORS. If you are not the intended recipient you must not copy, distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the sender immediately. This
communication is intended solely for the person to whom it is addressed and may contain confidential or privileged information. The document is intended to be educational only and not for a marketing or prospecting
purpose. The views and opinions expressed as part of this presentation do not necessarily state or reflect those of SMIFS Limited, its holding company(ies), subsidiaries and associates including entities in overseas
jurisdictions.

The content of the website or any information contained therein must not be distributed, published, reproduced, or disclosed (in whole or in part) by recipients to any other person. The content of the website must
not be acted on or relied on by persons who are not qualified institutional investor. Any investment or investment activity to which this website relates, is available only to qualified institutional investor and will be
engaged only with qualified institutional investor. Any person who is not a qualified institutional investor should not act or rely on this website or any of its contents.

Additional Marketing Disclail for all other International Jurisdiction:

The content of SMIFS Website/Research Report is restricted in certain jurisdictions and does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe
for, by anyone in any jurisdiction in which such an offer or solicitation is not authorised or may not lawfully be made (without compliance with any registration or other legal requirements) or in which the person
making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer in any jurisdiction. The above information is for general guidance only, it is the responsibility of
receivers to inform themselves as to any income or other tax consequences arising in the jurisdictions in which they are resident or domiciled or have any other presence for tax purposes, as well as any foreign
exchange or other fiscal, or legal or regulatory restrictions which are relevant to their particular circumstances in connection with the acquisition, holding or disposal of any securities if any mentioned in this document.
This document is strictly private and confidential and may not be reproduced or use for any other purpose and not be provided to any person other than the recipient thereof. If you are not the intended recipient you
must not copy, distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the sender immediately. Any such information contained or discussed on the website
is subject to change and SMIFS Limited or any of its Directors, Employees, agents or representatives shall not have any responsibility to maintain the information made available or to supply any correction therewith.
In no event will SMIFS Limited or any of its Directors, Employees, agents or representatives, be liable for any special direct or indirect or consequential damages which may be incurred from the use of the information
made available, even if it has been advised of the possibility of such damages. The company and its employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission

howsoever caused. Any opinion or advice herein is made on a general basis and is subject to change without notice. The information provided in this website may contain optimistic statements regarding future events
or future financial performance of countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy of the information provided therein.

Analyst holding in stock: NO

Key to SMIFS Investment Rankings / Ratings
Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5%, Sell: Return < -5%

Contact us:
SMIFS Limited. (https://www.smifs.com/)

Compliance Officer:

Tamari Chatterjee,

SF Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
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Mumbai Office:
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Email Id: institutional.equities@smifs.com
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