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Sharp improvement in EEB slippages; gearing up for 1.6-1.8% RoA by FY27 end

Bandhan Bank (Bandhan) reported Q4FY26 PAT of INR 5.3bn (+160% QoQ; off a low base), driven by lower credit costs on
the back of improved slippages and contained write-offs, while PPOP was flat QoQ. EEB, after multiple quarters, saw a jump
in growth to 8% QoQ. EEB slippages improved to a multi-quarter low of ~5.1%, with SMA pool improving to 3.1% (vs. 4.6%
QoQ) and negligible stress formation. Bank guides for 14-15% loan growth in FY27 with rising NIM and expects RoA
improvement to 1.6-1.8% by exit FY27, driven by credit cost moderation and fee income growth. We see Bandhan as a key
beneficiary of easing stress and growth revival in MFIl. Maintain BUY with an increased TP of INR 230 (vs. INR 175), based
on ~1.3x (~0.9x) FY28E ABV. Risk: Higher-than-expected stress impacting growth / RoA.

Loan growth revival in EEB, NIM improves with positive outlook
Loan growth accelerated to 6% QoQ, driven by SME (+12% QoQ) and retail (+17%
QoQ). The EEB book, after multiple quarters of de-growth, saw growth revive to
8% QoQ, partly aided by seasonality. Management targets 14-15% loan growth
in FY27, with broadly similar contributions from the EEB and non-EEB segments.
Deposits grew 6% QoQ, and the CASA ratio improved to 29.3% (vs. 27.3% QoQ).
NIl growth was healthy at 4% QoQ, though slower than loan growth as growth
appeared back-ended. Reported NIM improved 30bps QoQ to 6.2%, driven by an
improvement in the cost of deposits (-23 bps QoQ), lower interest reversals and
day count factors. The bank aims for NIM improvement of 10-20bps over the next
2-3 quarters. Opex growth was elevated at 10% QoQ due to bulky PSLC costs
(INR 600mn) and IT costs (INR 600mn). PPOP declined 8% YoY (flat QoQ).

AQ impresses with fresh EEB SMA flow is now minuscule
Gross slippages improved 21% QoQ. EEB slippages witnessed a sharp
improvement of 27% QoQ, with slippage ratio now at 5.1% vs. 7.5% QoQ. EEB
SMA 0 improved sharply to 1.5% (vs. 2.7% QoQ); SMA 1+2 improved to 1.6% (vs.
1.9% QoQ). Calculated new SMA formation was negligible (vs. 7.5% QoQ). GNPA
remained flattish at 3.27%, partly due to contained write-offs. NNPA and PCR
were stable at 0.97% and 71%, respectively. Reported overall credit cost improved
to 2% (vs. 3.3% QoQ); bank guides for 1.6-1.7% credit cost ahead. CET 1
comfortable at 17.3%. ECL transition impact (based on Dec’25 balance sheet) is
estimated at ~INR 12.5bn, representing a 15-17bps annual CRAR. The bank has
been providing 1% on unsecured EEB—in line with final ECL guidelines—and
maintains a conservative policy of 100% provisioning by 180dpd.

Financial Summary

Y/E March FY25A FY26A FY27E FY28E
NI (INR bn) 1149 108.3 125.6 142.6
Op. profit (INR bn) 73.9 58.6 69.5 79.1
Net Profit (INR bn) 27.5 12.2 29.6 35.9
EPS (INR) 17.0 7.6 184 22.3
EPS % change YoY 23.1 (55.4) 142.3 21.1
ABV (INR) 1449 152.0 169.5 189.7
P/BV (x) 1.2 1.1 1.0 0.9
P/ABV (x) 1.2 1.2 1.1 0.9
Return on Assets (%) 1.5 0.6 13 1.4
Return on Equity (%) 11.9 4.9 11.0 12.0
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Market Data

Market Cap (INR) 288bn
Market Cap (USD) 3,040mn
Bloomberg Code BANDHAN IN
Reuters Code BANH BO
52-week Range (INR) 192 /134
Free Float (%) 55.0
ADTV-3M (mn) (USD) 19.3
Price Performance (%) 3m 6m 12m

165 17 88
23.1 109 129

Absolute
Relative to Sensex

ESG Score 2024 2025 Change
ESG score 76.4 76.9 0.5
Environment 56.9 60.6 3.7
Social 74.1 74.4 0.3
Governance 87.6 86.7 (0.9)

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research

Earnings Revisions (%) FY27E FY28E
EPS 3 8
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Q4FY26 earnings call highlights

Guidance

e FY27 loan growth of 14-15%.
¢ NIM improvement of 10-20bps over the next 2-3 quarters.

e FY27 exit RoA of 1.6-1.8%, driven by lower credit cost, higher fee income and NIM
expansion.

e FY27 exit credit cost of 1.6-1.7%.

Advances

e EEB segment growth revived to 8% QoQ, after multiple quarters of book rundown.
EEB book is targeted to remain at ~1/3™ of the total portfolio on a steady-state
basis. EEB portfolio currently has no government-backed guarantee coverage.

e Non-EEB segment: Growth in non-EEB segment remains robust with the portfolio
growing 25% YoY and now representing ~2/3"s of total advances. Retail assets
grew 46% YoY, driven by commercial vehicles, construction equipment, auto loans
and gold loans.

¢ Management confirmed that EEB will continue to grow alongside the secured book
and estimates the growth of the two segments to broadly converge, given that
targeted mix has been achieved ahead of the schedule.

e Secured book grew 25% YoY and now forms ~56% of the total portfolio. Bank had
guided a 58% secured mix target by FY27 exit.

NIM and deposits

e NIM increased 30bps QoQ to 6.2%, driven by ~23bps QoQ reduction in the cost of
deposits, 10bps improvement in advances vyields, lower interest reversal and day
count factors.

e Management has guided for NIM improvement of 10-20bps over the next 2-3
quarters, led by residual term deposit repricing. It expects NIM of ~6% on total
assets (~6.5% on earning assets) by FY27 exit.

¢ Any NIM compression from higher secured book mix will be compensated by higher
other income. Bank is targeting a 7.5% combined yield on NIM and other income.

e Bulk deposits declined 7% YoY, and now constitute ~26% of total deposits, down
from 31% last year. Within bulk deposits, ~89% is non-callable in nature.

¢ Retail balances (including CASA and retail term deposits) grew 18% YoY. Retail
term deposits, in particular, grew 30% YoY.

e CASA balances were up ~14% QoQ, largely due to a sharp pickup in current
account balances by SME customers. Government-related CASA deposits stand at
~INR 60bn, forming ~12% of CASA.

Asset quality

e Gross slippages declined sharply to ~INR 10bn in Q4FY26 vs. ~INR 13bn in
Q3FY26, primarily led by the EEB segment where slippages fell to ~INR 6.9bn from
~INR 9bn last quarter.

e Collection efficiency (ex-NPA) improved to 98.9% in Mar'26 from 98.1% in Dec’25.
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¢ Management confirmed no adverse impact has been seen on collections as of date
from West Asia conflict or West Bengal elections.

e Credit cost moderated to 2% in Q4FY26 (vs. 3.3% in Q3FY26). FY26 credit cost
came in at ~3%. Management guided credit cost will improve towards 1.6-1.7%
by FY27 exit.

e EEB standard provisioning maintained at 1%.
e For personal loans and ABG, provisioning is ~0.4%, in line with IRAC norms.
e Bank does accelerated provisioning of 100% at 180 DPD for EEB.

e Thelast ARC sale was in Q3FY26, and prior to that, three years ago. The ARC sale
option remains open for the management, but there are no immediate plans.

Opex and other income

o Elevated opex in Q4FY26 (up 10% QoQ) was driven by two non-recurring items:
PSLC costs (~INR 600mn) and technology expenditure (~INR 600mn). Hence, total
one-off impact stood at ~INR 1.2bn.

e Increase in employee cost of ~INR 730mn QoQ was due to additional salary
payments for staff working through holidays in Q4FY26 (bank remained open to
maintain collection momentum).

e  Otherincome for the quarter was up 10% YoY and 12% QoQ. Third-party products
distribution income rose 34% YoY, while processing fee income also rebounded,
supported by higher disbursement volumes, especially within the EEB portfolio.

Others

e Bank had estimated ECL transition impact of ~INR 12.5bn (based on Dec’25
portfolio and draft circular). As per the latest RBI circular, this transition impact can
be adjusted through retained earnings/capital reserves spread over five years,
implying ~INR 2.5bn per year or ~16-17bps CRAR impact annually for five years.

e The flow impact (on steady-state provisioning) is still being computed.

e EEB loans qualifying for PSLC have improved from 10-15% in FY25 to 40%
currently. Management expects it to reach 60-65% going forward. Bank guided
PSLC cost will reduce by ~50% in FY27 and be near zero by FY28.

¢ Management denied any media reports of activity at the Holding Co. level affecting
its shareholding. Any activity at the CIC level is independent and will not impact
the bank.

e Mr Vishal Wadhwa, head EEB, has resigned and has been replaced by Mr Surajit
Roy Choudhary.
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Q4FY26 result review

Q4FY25 Q4FY26 YoY (%) Q3FY26 QoQ (%)
Financial Highlights (INR mn)
Interest Earned 54,339 54,284 (0.1) 54,312 (0.2)
Interest Expended 26,780 26,328 (1.7) 27,429 (4.0)
Net Interest Income 27,559 27,956 14 26,883 4.0
Other Income 6,996 7,707 10.2 6,910 115
Total Income 61,335 61,991 1.1 61,222 13
Total Net Income 34,555 35,663 3.2 33,793 5.5
Staff Expenses 10,842 11,584 6.8 11,335 2.2
Other operating expenses 8,000 9,667 20.8 8,008 20.7
Operating Profit 15,713 14,412 (8.3) 14,450 (0.3)
Provision & Contingencies 12,602 6,770 (46.3) 11,546 (41.4)
Provision for tax (67) 2,300 (3520.3) 848 171.3
Reported Profit 3,179 5,341 68.0 2,056 159.8
Other Highlights (INR bn)
Advances 1,320 1,501 13.7 1,411 6.4
Deposits 1,512 1,663 10.0 1,567 6.1
Gross NPA 64.4 50.2 -22.0 48.0 4.5
Gross NPA (%) 4.7 33 -144 bps 33 -6 bps
Net NPA 16.9 145 -14.2 14.0 3.6
Net NPA (%) 1.3 1.0 -31 bps 1.0 -2 bps
Provision Coverage (%) 73.7 71.1 -262 bps 70.8 25 bps
Source: Company data, I-Sec research
Stress details
(INR bn) Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26
Gross NPAs 47.2 47.5 49.4 30.1 31.1
SMA 2 5.1 4.8 3.9 4.1 4.2
GNPAs + SMA 2 52.3 52.3 53.3 34.2 35.3
% of loans 9.3 9.9 10.3 6.8 6.5
SMA 1 5.2 53 53 5.7 4.4
GNPAs + SMA 1+2 58 58 59 40 40
% of loans 10.2 10.9 11.3 8.0 7.4
SMA 0 8.6 10.2 15.8 133 7.9
% of loans 1.5 1.9 31 2.7 1.5
SMA 1+2 10.3 10.1 9.2 9.8 8.6
% of loans 1.8 1.9 1.8 2.0 1.6
SMA 0+1+2 18.9 20.3 25.0 23.1 16.5
% of loans 3.3 3.8 4.8 4.6 3.1
Source: Company data, I-Sec research
Movement of NPA for EEB
(INR bn) Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26
Opening 42.60 41.00 47.20 47.5 49.40 30.10
Addition 11.96 13.94 10.89 11.18 9.42 6.90
Reduction 13.56 7.74 10.59 9.28 28.72 5.90
of which Recovery + Upgrades NA NA 1.09 1.29 1.13 1.42
of which Write-off NA NA 9.50 8.0 27.59 4.48
Closing GNPAs 41.00 47.20 47.50 49.4 30.10 31.10

Source: Company data, I-Sec research
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Bandhan’s MFI slippages decline QoQ

MFI book details Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26
MFI Slippages (INR mn)

RBL 4,720 3,180 2,350 1,570 870
BANDHAN 13,940 10,890 11,180 9,420 6,900
IDFCFB 5,720 5,140 2,490 1,530 960
1B 35,090 8,880 10,830 10,220 5,040
MFI AUM (INR mn)

RBL 57,520 54,350 58,850 66,920 77,020
BANDHAN 5,65,400 5,28,100 5,17,300 5,00,800 5,39,100
IDFCFB 95,710 83,540 73,060 66,570 66,620
1B 3,09,090 2,84,080 2,13,210 1,76,690 1,67,820
Slippages (%) - Annualised

RBL 33 23 16 9 5
BANDHAN 10 8 9 8 5
IDFCFB 24 25 14 9 6
1B 45 13 20 23 12

Source: Company data, |I-Sec research

New stress formation in MFI loans for Bandhan minuscule

MFI SMA 0+1+2 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26
RBL 3,770 2,920 2,060 1,250 840
BANDHAN 18,900 20,300 25,000 23,100 16,500
IDFCFB 6,400 3,150 2,090 1,410 790
1IB* (SMA1+2) 7,109 6,250 4,691 4,241 2,989
New SMA additions (INR mn)

RBL 3,040 2,330 1,490 760 460
BANDHAN 11,640 12,290 15,880 7,520 300
IDFCFB 4,360 1,890 1,430 850 340
11B* 35,686 8,021 9,271 7,638 3,789
Flow rate (%) - Annualized

RBL 21 17 10 5 2
BANDHAN 8 9 12 6 0
IDFCFB 18 9 8 5 2
11B* 46 11 17 17 9

Source: |-Sec research

Note: For 1B, SMAO is not available and hence the calculation is not comparable to that extent

Collection efficiency trend

Collection efficiency (%)

Including NPA
Excluding NPA
Including arrears

State level collection efficiency (%)
West Bengal

Assam

Rest of India

Total

Q2FY26 Q3FY26 Q4FY26  YoY (bps)  QoQ (bps)

93.1 92,5 91.8 94.3 94.7 160 40
97.8 97.7 97.5 98 98.6 80 60
109.5 109.4 1105 109.8 1118 230 200
98.7 98.2 98.1 98.3 99.1 40 80
99.4 99.2 99.0 99.6 99.9 50 30
97.0 97.0 97.3 98.0 99.3 230 130
97.8 97.6 97.8 98.2 99.3 150 110

Source: I-Sec research, Company data
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Loan book details

Particulars (INR mn) Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26 YoY % chg QoQ % chg

Micro Loans 6,222,400 6,19,100 592900 561,200 565400 528100 517,300 500,800 5,39,100 4.7 7.6
Mortgages 2,99200 2,83,300 3,16,300 326,400 3,21,100 3,226,600 3,30,600 3,37,500 3,47,900 8.3 3.1
Retail 55800 62,300 75100 87,600 1,10,200 1,11,000 1,24,300 1,337,600 1,60,900 46.0 16.9
FIG 1,28,100 1538600 1,56,300 1,59,200 1,60,000 1,67,900 180,600 2,13,900 2,12,300 327 -0.7
MMG/BBG/SEL 141,700 142,100 1,66,000 185800 203,400 202700 227,700 242,400 2,72,200 338 12.3
Total AUM 12,47,200 12,45,400 13,06,600 13,20,200 13,60,100 13,36,300 13,80,500 14,32,200 15,32,400 12.7 7.0

YoY % change 14.3 20.7 21.4 13.9 9.1 7.3 5.7 8.5 12.7

QoQ % change 7.6 -0.1 4.9 1.0 3.0 -1.7 3.3 3.7 7.0
Loan mix (%) Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 QIFY26 Q2FY26 Q3FY26 Q4FY26 YoY (bps) QoQ (bps)
Micro Loans 49.9 49.7 45.4 425 416 395 375 35.0 35.2 (639) 21
Mortgages 24.0 22.7 24.2 24.7 23.6 24.4 23.9 236 227 (91) (86)
Retail 45 5.0 5.7 6.6 8.1 8.3 9.0 26 10.5 240 89
FIG 10.3 11.1 12.0 12.1 11.8 12.6 13.1 14.9 13.9 209 (108)
MMG/BBG/SEL 11.4 11.4 12.7 14.1 15.0 15.2 16.5 16.9 17.8 281 84

Source: Company data, I-Sec research

Active MFI borrowers (mn)
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Source: I-Sec research, Company data

Deposits and CASA

Particulars (INR mn) Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26
Deposits 13,52,020 13,32,100 14,25,095 14,10,000 15,112,125 15,46,700 15,80,746 15,67,200 16,63,444
YoY % change 25.1 22.8 27.2 20.1 11.8 16.1 10.9 11.1 10.0
QoQ % change 15.1 -1.5 7.0 -1.1 7.2 2.3 2.2 -0.9 6.1
CASA Deposits 5,01,500 4,44,560 4,72,800 4,47,400 4,74,400 4,18,600 4,42,100 4,27,300 4,87,500
YoY % change 18.1 13.8 9.4 585 -5.4 -5.8 -6.5 -4.5 2.8
QoQ % change 18.3 -11.4 6.4 -5.4 6.0 -11.8 5.6 -3.3 14.1
CASA Ratio (%) 37.1 334 332 31.7 314 27.1 28.0 27.3 29.3
Term Deposits 8,560,520 8,87,540 9,52,295 9,62,600 10,37,725 11,28,100 11,38646 11,39,900 11,75,944
YoY % change 29.6 27.9 383 28.3 22.0 27.1 19.6 184 13.3
QoQ % change 134 4.4 7.3 1.1 7.8 8.7 0.9 0.1 3.2

Source: Company data, I-Sec research
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State-wise deposit breakup (%)
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Source: I-Sec research, Company data

Yields and NIM (%)
Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 QIFY26 Q2FY26 Q3FY26 Q4FY26 YoY (bps) QoQ (bps)

Yield 13.8 13.9 13.7 133 13.1 12.7 12.1 11.9 12.0 (110) 10
Cost of funds 6.9 7.0 7.0 7.1 7.2 7.0 6.9 6.7 6.5 (70) (20)
NIMs 7.6 7.6 7.4 6.9 6.7 6.4 5.8 5.9 6.2 (50) 30

Source: Company data, I-Sec research

NIl trajectory
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Source: Company data, I-Sec research

Non-interest income breakup

Non-interest income (INR mn) Mix (%) YoY % chg QoQ % chg
Processing fees 2,403 1,698 1,937 2,148 2,761 36 14.9 28.5
TPD 1,594 838 1,234 1,275 2,137 28 34.1 67.6
Release of prov 695 372 269 264 NA - NA NA
Collection Fees 153 130 65 125 278 4 81.7 122.4
Card Charges 220 186 NA NA NA - NA NA
Bad Debt Recover 765 200 274 213 159 2 -79.2 -25.4
Others 1,166 3,835 1,685 2,885 2,372 31 103.4 -24.7
Total 6,996 7,259 5,464 6,910 7,707 100 10.2 115

Source: I-Sec research, Company data
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Operating profit trajectory
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Source: Company data, |I-Sec research
PAT trajectory
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Source: Company data, |I-Sec research

Shareholding pattern Price chart
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Interest income 2,19,482 2,16,891 2,45592  2,80,543
Interest expense 104576 1,08594 120031 1,37,920
Net interest income 1,14906 1,08,297 1,25561 1,42,623
Non-interest income 29,666 27,340 30,289 36,999
Operating income 1,44572 135,637 1,55,850 1,79,622
Operating expense 70,685 76,988 86,391 1,00,506
Staff expense 43,610 44,927 50,264 57,619
Operating profit 73,887 58,649 69,459 79,116
Core operating profit 69,672 55,637 66,959 75,116
Provisions & 37654 41311 29823 31117
Contingencies
Pre-tax profit 36,233 17,338 39,637 47,999
Tax (current + deferred) 8,780 5,102 9,988 12,096
Net Profit 27,453 12,236 29,648 35,903
Adjusted net profit 27,453 12,236 29,648 35,903

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Cash and balance with 95694 139511 145021 154,556
RBI/Banks
Investments 4,07,123 3,86,683 4,40,064 5,01,633
Advances 13,19,873 15,01,038 17,08,880 19,32,791
Fixed assets 11,804 14,013 18,417 20,236
Other assets 80,269 69,992 1,01,254 1,47,327
Total assets 19,14,763 21,11,237 24,13,636 27,56,544
Deposits 15,12,125 16,63,445 19,14,401 22,04,723
Borrowings 1,11,385 1,43,028 157,331 1,73,064
Other liabilities and 45203 49016 59472 64,012
provisions
Share capital 16,110 16,110 16,110 16,110
Reserve & surplus 2,29940 2,39,639 266,323 298,635
Total equity & liabilities 19,14,763 21,11,237 24,13,636 27,56,544
% Growth 7.7 10.3 14.3 14.2

Source Company data, I-Sec research

Key ratios
(Year ending March)

FY25A FY26A FY27E FY28E
No. of shares and per
share data
No. of shares (mn) 1,611 1,611 1,611 1,611
Adjusted EPS 17.0 7.6 184 22.3
Book Value per share 153 159 175 195
Adjusted BVPS 145 152 169 190
Valuation ratio
PER (x) 105 235 9.7 8.0
Price/ Book (x) 1.2 11 1.0 0.9
Price/ Adjusted book (x) 1.2 1.2 1.1 0.9
Dividend Yield (%) 0.8 0.8 1.0 1.2
Profitability ratios (%)
Yield on advances 15.3 13.1 13.3 13.4
Yields on Assets 11.9 10.8 10.9 10.9
Cost of deposits 6.7 6.2 6.1 6.2
Cost of funds 5.7 5.4 5.3 5.3
NIMs 7.0 5.9 6.2 6.3
Cost/Income 48.9 56.8 55.4 56.0
Dupont Analysis (as % of
Avg Assets)
Interest Income 119 10.8 10.9 10.9
Interest expended 5.7 5.4 5.3 5.3
Net Interest Income 6.2 5.4 5.5 5.5
Non-interest income 1.6 14 13 14
Trading gains 0.2 0.1 0.1 0.2
Fee income 1.4 1.2 1.2 13
Total Income 7.8 6.7 6.9 6.9
Total Cost 3.8 38 38 3.9
Staff costs 2.4 2.2 2.2 2.2
Non-staff costs 1.5 1.6 1.6 1.7
Operating Profit 4.0 29 3.1 3.1
Core Operating Profit 38 2.8 3.0 29
Non-tax Provisions 2.0 2.1 13 1.2
PBT 2.0 0.9 1.8 1.9
Tax Provisions 0.5 0.3 0.4 0.5
Return on Assets (%) 1.5 0.6 1.3 14
Leverage (x) 8.0 8.0 8.4 8.7
Return on Equity (%) 11.9 4.9 11.0 12.0
Asset quality ratios (%)
Gross NPA 4.7 33 2.7 25
Net NPA 13 1.0 0.7 0.6
PCR 73.7 71.1 73.0 75.0
Gross Slippages 4.4 4.2 3.1 2.7
LLP / Avg loans 2.9 3.1 2.0 1.8
Total provisions / Avg loans 3.0 2.9 1.9 1.7
Net NPA / Networth 6.9 5.7 4.4 3.9
Capitalisation ratios (%)
Core Equity Tier 1 17.9 16.8 16.3 15.9
Tier 1 cap. adequacy 17.9 17.3 16.3 15.9
Total cap. adequacy 18.7 18.0 17.0 16.5

Source Company data, I-Sec research
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at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this 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
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