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Q4FY2025 Results Review

Sector: Banking

Sector View: Positive
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Banking

Mixed trends; stay selective

Summary

¢ NII growth remained weak for most banks however other income (including fee
income, treasury income, recoveries) supported PPoP, which was slightly better than
estimates although PPOP growth remained muted at 1% y-o-y.

¢ Loan growth remained subdued at 11% y-o-y, while deposit growth improved to ~12%
y-0-y led by seasonal flows. NIMs were well managed by large private banks while
others saw marginal decline primarily due to policy rate cuts.

+ Credit cost was largely stable/ within the guided range for large, private / PSU banks
while it continued to remain elevated for most Mid & Small private banks led by stress
in unsecured segment. Asset quality remained stable across other segments.

+ Top preferred picks: Large private banks - ICICI Bank, HDFC Bank, Axis Bank and
Kotak Mahindra Bank; Small Banks: AU SFB; PSBs - SBI.

For our coverage universe of banks, NII growth was weak on expected lines, grew by 4%
y-0-y/1% q-0-q, driven by lower NIMs and slower loan growth. NIMs were well managed
by large private banks while others saw decline primarily due to policy rate cuts.
Outlook on NIMs remains negative for the sector as repo rate cuts are underway. Core
fee income saw strong growth along with higher contribution from treasury income
/ recoveries especially for PSBs led to higher non-interest income. Thus, although NII
growth remained weak for most banks, but other income supported the operating
performance to some extent. Opex growth was contained for private banks but growth
was higher for PSU banks mainly led by higher performance linked incentive provisions.
Operating profit grew ~1% y-o-y for our coverage. Credit cost was largely stable/ within
the guided range for large Private / PSU banks while it continued to remain elevated for
most mid & small private banks led by stress in unsecured segment. PAT declined by 2%
y-o-y for our coverage. Adjusted for IIB loss, PAT grew by 5% y-o-y. Private banks under
our coverage reported 5% y-o-y decline in earnings. Excluding IIB loss, earnings grew by
7% y-o-y for private banks, while PSBs grew 3% y-o-y.

Margins pressure likely to be transient and has been largely priced in: Outlook on NIMs is
negative for the sector as repo rate cuts are underway. The impact would differ across lenders
depending on their loan mix, interest rate transmission on asset book and deposit repricing.
NIMs would see pressure in H1FY26 while H2FY26 should witness stabilisation. NIMs could fall
by 5-7 bps for every 25 bps of repo cut and this has been largely priced in by the market. We
believe NIMs pressure is likely to be transient because as the deposit cost catches up with a lag,
pressure on NIMs would be curtailed.

Loan growth to remain modest: System loan growth has moderated to ~10% y-o-y as per the
latest fortnight data vs 16% year ago due to slower growth in secured retail segment, stress
in the unsecured retail segment, and a higher LDR. Deposit growth for the system has been
broadly at ~10% y-o-y. We estimate a credit growth of ~12% in FY26. Overall loan growth is
expected to slightly improve from H2FY2026, led by a recovery in the unsecured segment and
gradual pick up in private capex, supported by better liquidity and rate cuts.

Watchful on asset quality: Credit cost was largely stable/ within the guided range for large
private / PSU banks while it continued to remain elevated for most mid & small private banks
led by stress in unsecured segment. Asset quality remained stable across other segments.
Slippages were elevated in the MFI segment and plateau in credit cards segment. Challenges
persists in some of the specific geographies which remains key monitorable. However, the
flows in the early buckets (SMA-0) have started to improve in MFI/ credit card segment and
thus we believe that stress in unsecured segment to stabilise in HIFY26. Other segments are
not showing worrisome trends in terms of asset quality, which is a key positive. Large banks
(mainly HDFC Bank and ICICI Bank) guided that credit costs will remain below the long-term
averages over the next couple of quarters.

Our View

FY25 has been a tough year especially for mid & small tier banks with high stress in unsecured
loans, moderation in loan growth, slower deposit growth amid tight liquidity and slight
moderationin NIMs. We should see most of these headwinds receding by H1FY26 and we believe
profitability/ return ratios would largely bottom out. Loan growth is expected to improve from
H2FY2026, led by a recovery in the unsecured segment and gradual pick up in private capex,
supported by better liquidity and rate cuts. NIMs pressure is likely to be transient because as
the deposit cost catches up with a lag, pressure on NIMs would be curtailed. Credit cost should
also normalise in H2FY2026, as stress settles in the unsecured segment. We believe banks with
a robust capital base, healthy asset quality outlook, and strong retail deposit franchises are
well-placed to capture growth opportunities. We expect large banks to benchmark market
returns while outperformance could come from small banks.

Leaders for Q4FY2025: HDFC Bank and ICICI Bank

Laggards for Q4FY2025: BOB, IndusInd Bank, Kotak Mahindra Bank, Federal Bank, and Axis
Bank

Top Preferred Picks: Large Private Banks - ICICI Bank, HDFC Bank, Axis Bank and Kotak
Mahindra Bank; Small Private Banks - AU SFB; and within PSBs- SBI.

Sector Update
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Q4FY25 Result Snapshot

NII (Rs cr) PPoP (Rs cr) PAT (Rs cr)

Q4 Q4 Q3| YoY| QoQ Q4 Q4 Q3 QoQ Q4 Q4 YoY| QoQ
FY25| FY24| FY25 % % | FY25 FY24| FY25 % FY25| FY24 % %

Large Private Banks

HDFC Bank 32,066 29,077 30,653 10.3 4.6 26,537 29,274 25,000 -9.4 6.1 17,616 16,512 16,736 6.7 53
ICICI Bank 21,193 19,093 20,371 11.0 40 17,664 15039 16,887 17.5 46 12,630 10,708 11,792  18.0 7.1
Axis Bank 13,811 13,089 13,606 55 1.5/ 10,752 10,536 10,534 2.1 2.1 7,118 7,130 6,304 0.2 129

Mid-Tier Private Banks

Kotak Mahindra 7,284 6,909 7,196 5.4 1.2 5,472 5,462 5,181 0.2 5.6 3,552 4,133 3,305 -14.1 7.5
Bank

Indusind Bank 3,048 5376 5228 -433 -41.7 -491 4,082 3,601 NM NM  -2,329 2,349 1,402 NM NM
Federal Bank 2,377 2,195 2,431 83 -22 1465 1,110 1,569  32.0 -6.6 1,030 906 955 137 7.8

Small Private Banks

AU SFB 2,094 1,337 2,023 56.6 35 1,292 664 1,205 94.6 7.2 504 371 528 359 -4.7
CUBK 600 547 588 9.8 2.1 441 352 436 253 1.1 288 255 286 13.0 0.7
PSBs

SBI 42,775 41,655 41,446 2.7 3.2 31,286 28,748 23,551 8.8 328 18,643 20,698 16,891 -9.9 10.4
BOB 11,020 11,793 11,417 -66 -3.5 8,132 8,106 7,664 0.3 6.1 5,048 4,886 4,837 3.3 43
PNB 10,757 10,363 11,032 3.8 -25 6,776 6,416 6,621 5.6 2.3 4,567 3,010 4,508 51.7 1.3
BOI 6,063 5936 6,070 2.1 -0.1 4,885 3,557 3,703 373 319 2,626 1,439 2,517 825 4.3

Source: Company, Mirae Asset Sharekhan Research

Valuations
ROA (%) ROE (%) P/E (x) P/B (x)
FYZGE‘ FY27E‘ FYZGE‘ FY27E‘ FYZGE‘ FY27E‘ FYZGE‘ FY27E

Reco.| CMP (Rs.) TP (Rs.)

Large Private Banks

HDFC Bank Buy 1,933 2,300 1.8 1.8 13.5 13.5 17.8 15.6 2.2 2.0
ICICI Bank Buy 1,451 1,650 2.1 2.2 15.3 15.5 17.7 15.0 2.5 2.1
Axis Bank Buy 1,195 1,400 1.6 1.7 14.1 14.4 11.9 10.2 1.6 1.4
Mid-Tier Private Banks

Kotak Mahindra Bank Buy 2,065 2,500 2.1 2.1 12.3 12.2 17.5 15.6 2.0 1.8
Federal Bank Buy 206 220 1.1 1.1 11.9 12.1 12.2 11.0 1.4 1.3
Small Private Banks

AU SFB Buy 719 750 1.7 1.8 15.7 17.8 18.4 13.7 2.8 2.3
CUBK Hold 198 210 1.5 1.5 12.3 12.3 11.9 10.5 1.4 1.3
PSBs

SBI Buy 813 980 1.0 1.0 15.3 13.9 7.1 6.8 1.0 0.9
BOB Buy 255 260 1.0 1.0 134 124 6.7 6.4 0.9 0.8
PNB Buy 108 110 0.9 0.8 124 1.2 7.4 7.0 0.9 0.8
BOI Buy 125 130 0.9 0.8 11.6 10.7 5.9 5.7 0.7 0.6

Source: Company, Mirae Asset Sharekhan Research
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Company wise changes in estimates

Companies ‘ Change in estimates ‘ Reason Price Target (Rs.)

HDFC Bank Maintain Retained earning estimates Buy 2,300

ICICI Bank Maintain Retained earning estimates Buy 1,650

Axis Bank Maintain Retained earning estimates Buy 1,400

Kotak Bank Maintain Retained earning estimates Buy 2,500

Indusind Bank  Downgrade Decreased earning estimates for FY26E/FY27E Book Out -
factoring in lower growth and higher credit cost

Federal Bank Downgrade Decreased earning estimates for FY26E/FY27E Buy 220
factoring in lower growth

AU SFB Upgrade Increased earning estimates for FYFY27E factoring Buy 750
in higher NIMs and lower credit cost

CUBK Maintain Retained earning estimates Hold 210

SBI Maintain Retained earning estimates Buy 980

BOB Downgrade Decreased earning estimates for FYFY26E factoring Buy 260
in lower margins

PNB Maintain Retained earning estimates Buy 110

BOI Maintain Retained earning estimates Buy 130

Source: Company, Mirae Asset Sharekhan Research

Mirae Asset Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. and is intended for use only by the person or entity to which it is addressed to. This
Document may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any other use
is strictly prohibited. This information/ document is subject to change without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.
However, this would only apply to information/documents focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report at
the same time. Mirae Asset Sharekhan will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and
employees (“Mirae Asset Sharekhan and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that may prevent Mirae Asset Sharekhan and its affiliates from doing so. This document is prepared for assistance
only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report should also be aware
that past performance is not necessarily a guide to future performance, and the value of investments can go down as well. The user assumes the
entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of Mirae Asset Sharekhan may have issued other
recommendations/ reports that are inconsistent with and reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/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 Mirae Asset Sharekhan 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 a certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed
in this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of Mirae Asset Sharekhan. The analyst and Mirae Asset Sharekhan further certifies that either he or his relatives or Mirae Asset Sharekhan
associates might have direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company
at the end of the month immediately preceding the date of publication of the research report. The analyst and Mirae Asset Sharekhan encourage
independence in research report/ material preparation and strive to minimize conflict in the preparation of the research report. The analyst and Mirae
Asset Sharekhan do not have any material conflict of interest or have not served as officers, directors or employees or engaged in market-making
activity of the company. The analyst and Mirae Asset Sharekhan have not been a part of the team which has managed or co-managed the public
offerings of the company, and no part of the analyst's compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this document. Sharekhan Ltd, or its associates, or analysts.

have not received any compensation for investment banking, merchant banking, brokerage services or any compensation or other benefits from the
subject company or from a third party in the past twelve months in connection with the research report.

Either Mirae Asset Sharekhan or its affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market,
act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities
or related securities referred to in this report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan
may from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of
the foregoing, in no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance, and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of future
performance or results expressed or implied by such forward-looking statements. Sharekhan Ltd and its affiliates undertake no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change, except as required by applicable securities laws.
The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgment before taking any
investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asiamoney Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registered Office: The Ruby, 18th Floor, 29 Senapati Bapat Marg, Dadar (West), Mumbai - 400 028, Maharashtra, INDIA. Tel: 022-6750 2000. Fax no.
022 2432 7343.

Correspondence/Administrative Office Address - Gigaplex IT Park, Unit No 1001, 10th floor, Building No.9, TTC Industrial Area, Digha, Airoli-West, Navi
Mumbai - 400708. Tel: 022 61169000 / 61150000, Fax no. 61169699.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn
No.: INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018;
PMS: INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent
(Composite) License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-6226 3303; email id: complianceofficer@sharekhan.com
For any complaints/ grievances, email us at igc@sharekhan.com, or you may even call the Customer Service desk on 022-41523200/ 022-61151111.
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