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Equitas Small Finance Bank

Generating Wealth

Degrowth in MFI book puts NIM under pressure

CMP: INR 58 The company reported a net profit of INR 241 Mn in Q2FY26, below our estimate of
INR 363 Mn loss of INR 2,238 Mn in Q1FY26 and up 87.3% YoY from INR 129 Mn in
Q2FY25. NIl stood at INR 7,737 Mn, below our estimate of INR 8,337 Mn, declining
3.6% YoY and 1.5% QoQ. PPOP came in at INR 2,406 Mn, below than our estimates of
INR 3,544 Mn, compared to INR 3,148 Mn in Q1FY26 and INR 3,497 Mn in Q2FY25.
Provisions dropped sharply to INR 2,070 Mn, down 37.2% YoY and 66.2% QoQ. PBT
stood at INR 335 Mn, below our estimate of INR 454 Mn, but up from a loss of INR

Rating: Accumulate

Target Price: INR 67

Stock Info 2,975 Mn in Q1FY26 and INR 201 Mn in Q2FY25. On the balance sheet front, gross
BSE 543243 advances grew 7% YoY and 5% QoQ, while total deposits increased 10.6% YoY but
NSE EQUITASBNK declined slightly by 0.6% QoQ.
SlooEETe EQUITASB Profit rebounds sharply as provisions normalize: Equitas SFB delivered a strong
Reuters EQUI.BO turnaround with PAT at INR 240 Mn in Q2FY26, a sharp improvement from INR 130 Mn
Sector Financial YoY and a loss of INR 2,240 Mn in Q1FY26. The rebound was primarily driven by lower
Services provisioning and tighter cost control, signaling early signs of margin and asset quality
Face Value (INR) 10 stability. Despite a H1FY26 loss of INR 1,990 Mn, owing to elevated credit costs in the
Equity Capital (INR Cr) 1135 earlier quarter, the improving profitability trajectory suggests normalization ahead.
MKt Cap (INR Cr) 6,654 Asset Quality Holds Steady; Slippages Ease: Ass.et quality remained res.|||ent with
Gross NPA at 2.92%, largely stable QoQ and marginally better than 2.95% in Q2FY25.
52w H/L (INR) 75.5/50.1 Net NPA stood at 0.98%, broadly flat YoY. Net slippages moderated to 3.78% from
Avg Yearly Vol (in 000’) 4,101 4.77% QoQ, reflecting better recoveries and improved collection -efficiency.
Management’s continued focus on secured lending and granular portfolio mix is
Shareholding Pattern % helping maintain asset quality despite a volatile operating backdrop.
(As on Sept, 2025) Healthy growth momentum in loans and deposits: Business growth remained healthy
Promoters I with gross advances up 9% YoY to INR 3,63,520 Mn and deposits rising 11% YoY to INR

i 4,40,940 Mn. Growth was led by secured segments, used vehicle finance (+43% YoY)
Public & Others 100 and MSE loans (+36% YoY) indicating strong traction in collateral-backed retail and
MSME portfolios. The bank continues to benefit from its expanding distribution

Stock Performance (%) 3m ém  12m network and focus on higher-yielding segments.

Equitas SFB -0.11  -7.7 -185 Secured Loans Lead Growth; Bank Aims for 15-20% Loan Rise: Secured asset

Nifty 44 60 7.2 segments remain the key growth driver for Equitas SFB, with non-MFI advances up
17% YoY, led by small business loans, used vehicle finance, and affordable housing.

Equitas SFB Vs Nifty Used car advances grew 43% YoY, MSE finance rose 36% YoY, and affordable housing

expanded its branch reach, supporting broad-based growth with stable yields above
15%. New branches, stronger distribution, and a selective entry into gold loans

W support the bank’s plan for 15-20% advance growth in FY26 and beyond, building a
solid base for sustainable expansion.
Valuation & View:
The management has guided for 15-16% AUM growth in FY26 and over 20% in FY27
driven by vehicle, MSME, and housing finance portfolio expansion while gold loans are
also gaining traction. NIMs are likely to improve to over 6.5% by Q4FY26 as the
funding mix stabilizes and microfinance stress reduces while credit costs normalize at

1.5-1.7%. The bank will pursue a sustainable RoA of ~1.5% and RoE above 12% over
the medium term supported by B/S, diversification, strong retail deposit mobilization,

,’1?‘ C%b‘ *o:f? J\ff? (\,’ff’ oo,’f? Y\,’f’ and enhanced operating leverage. We have a Accumulate rating on the stock with a
& WY target price of INR 67 based on 1x P/ABV to its FY28E.
Equitas SFB e Nifty Exhibit 1: Financial Performance

NIM (%) RoA (%) RoE (%) P/BV(x)

. . FY23 25.45 11.76 5.74 8.5% 1.4% 11.1% 15
Abhishek Jain

bhishek.jain@arihant ital FY24 30.80 13.77 7.99 8.0% 1.8% 13.4% 13
aonishek.jantzarnanicapital.com Fv25 32.52 13.34 1.47 7.9% 1.5% 12.1% 1.2
FY26 34.17 12.38 0.88 8.3% 1.5% 12.3% 1.0
FY27E 42.43 7.79 7.38 8.7% 1.7% 13.8% 0.9
FY28E 51.64 8.57 10.94 8.7% 1.7% 13.8% 1.9

Source: Arihant Research, Company Filings
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Equitas Small Finance Bank.

Q2FY26 - Quarterly Performance (Standalone)

Quarterly Result Update (INR mn)

Q2FY26

Q1FY26

Interest Income

Interest Expended

Net Interest Income

Other Income

Operating Income
Operating Expenses
Employee Expenses

Other Operating Expenses

PPOP

Provisions

PBT

Tax Expenses

Net Income -2,238 -110.8% 87.3%
Balance Sheet Analysis

Advances
Deposits

Total Assets
CASA Deposits
CASA (%)

CAR (%)

NIMs (%)

Cost of Funds

GNPA
NNPA

GNPA (%)
NNPA (%)

Yield on Average Advances

Asset Quality ‘

16,173
8,437
7,737
2,289

10,026
7,621
4,737
2,884
2,406
2,070

335

3,63,523
4,40,935
5,54,313
1,36,220
31.00%
20.74%

6.29%
7.35%
15.73%

10,819

3,578
2.92%
0.98%

16,489
8,631
7,857
2,917

10,774
7,627
4,600
3,027
3,148
6,122

-2,975

-737

3,47,410
4,43,790
5,39,340
1,30,530
29.00%
20.48%

7.13%
7.49%
16.17%

10,360

3,416
2.92%
0.98%

Q2 FYZS‘

15,549
7,526
8,023
2,389

10,412
6,915
4,024
2,891
3,497
3,297

201

3,39,630
3,98,590
4,86,340
1,21,840
31.00%
19. 36%

7.69%
7.50%
16.59%

10,260

3,303
2.95%
0. 97%

-1.9%
-2.3%
-1.5%
-21.5%
-6.9%
-0.1%
3.0%
-4.7%
-23.6%
-66.2%
-111.3%
-112.8%

4.6%
-0.6%
2.8%
4.4%
200bps
26bps

-84bps
-14bps
-44bps

4.4%
4.7%
Obps
Obps

Returns & Expenses

4.0%
12.1%
-3.6%
-4.2%
-3.7%
10.2%
17.7%
-0.3%
-31.2%
-37.2%
67.2%
31.0%

7.0%
10.6%
14.0%
11.8%

Obps

138bps

-140bps
-15bps
-86bps

5.4%
8.3%
-3bps
1bps

0.17% -1.66% 0.11% 183bps 7bps
RoE 1.65% -15.30% 0.87% 1695bps 78bps
Cost / Income Ratio 76.01% 70.79% 66.41% 522bps 959bps
Source: Arihant Research, Company Filings
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Business and Segment Performance

Gross advances went up by 9% YoY to INR 39,123 cr.
Disbursements were up 45% QoQ to INR 5,380 cr.

The non-MFI book grew 17% YoY and currently contributing 90% of all loans. Segment-wise small business loans
were up by17% YoY, vehicle finance up by 10% YoY (used car segment +43%), housing finance up by 15% YoY, and
MSME up by 36% YoY.

The MFI book remained stable at INR 3,392 cr.

Disbursements were up 156% QoQ. Management intends to cap MFI exposure at ~10% of the loan book over the
long run

Asset Quality

Asset quality is improved as fresh overdue sharply declined from INR 97 cr in April to INR 24 cr in October.
Stress in the Karnataka MFI portfolio has eased considerably.

The MLAP segment reported its best-ever collection efficiency.

The bank sold INR 216 cr of NPAs to an ARC. This has resulted in a write-back of INR 40 cr to the P&L.

Credit cost is expected to remain contained at 1.5-1.7% due to a well diversified and secured portfolio.

Expansion Plans

The bank is expanding its secured retail presence through calibrated network expansion and asset diversification.

The gold loan portfolio of ~INR 400 cr will be scaled up with 50 new branches in H2FY26 and an additional 150 in
FY27.

The affordable housing business will be expanded from 70 to 100 branches in FY26 and another 120 in FY27
targeted at Tier 2-5 towns.

Other Highlights

Strengthened sales, underwriting, and collection infrastructure are expected to drive 20%+ AUM growth from
FY27.

Liabilities and Deposit Franchise Deposits grew by 11% YoY to INR 44,094 cr. Retail deposits contributed 75% of
total deposits.

Cost of funds is expected to fall by 100-110 bps through repricing as well as deeper customer engagement.

The “Elite”, “Elite Lite” and “Elite Plus” programs have onboarded ~25,000 families with a combined relationship
value of INR 4,000 cr.
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Equitas Small Finance Bank.

Key Financials

Profit & Loss Statement INR bn) FY23A FY24A FY25A  FY26E  FY27E  FY28E
Interest Income 41.6 54.9 63.1 68.6 83.2 101.8
Interest Expended 16.2 24.1 30.6 34.5 40.8 50.2
Net Interest Income 25.4 30.8 32.5 34.2 42.4 51.6
Other Income 6.7 8.0 9.1 10.3 11.9 14.5
Operating Income 32.1 38.8 41.6 44.4 54.3 66.1
Operating Expenses 20.4 25.0 28.3 32.0 36.0 41.9
Employee Expenses 11.0 13.7 16.2 18.2 20.3 24.4
Other Operating Expenses 9.4 11.3 12.1 13.9 15.6 17.5
PPOP 11.8 13.8 13.3 12.4 18.3 24.2
Provisions 4.1 3.1 11.4 11.1 7.8 8.6
PBT 7.7 10.6 2.0 1.3 10.5 15.6
Tax Expenses 2.0 2.6 0.5 0.4 3.2 4.7
Net Income 5.7 8.0 1.5 0.9 7.4 10.9
Balance Sheet (in INR Bn) FY23A FY24A FY25A FY26E  FY27E  FY28E
Equity & Liabilities

Share Capital 11.1 11.3 11.4 11.3 11.3 11.3
Reserves & Surplus 40.5 48.3 49.3 50.7 58.1 69.0
Net Worth 51.6 59.7 60.7 62.0 69.4 80.4
Deposits 253.8 361.3 431.1 503.1 593.6 700.5
Borrowings 29.7 17.9 21.4 28.1 36.8 69.2
Other Liabilities and Provisions 14.5 14.2 15.2 21.8 25.4 31.5
Total Capital & Liabilities 349.6 453.0 5284  615.0 725.2  881.4
Assets 0.0 0.0 0.0 0.0 0.0 0.0
Cash & Balances with RBI 11.7 35.0 49.5 11.2 12.4 13.6
Balances with Other Banks & Call Money 0.7 0.8 5.8 18 5.8 7.0
Investments 66.6 90.7 92.9 99.9 104.9 110.2
Advances 258.0 309.6 362.1 4287 508.2 604.2
Fixed Assets 3.8 6.0 7.0 9.4 11.8 26.6
Other Assets 8.7 11.0 11.1 60.9 82.1 119.9
Total Assets 349.6 453.0 528.4 615.0 725.2 881.4

Source: Arihant Research, Company Filings
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Equitas Small Finance Bank.

Ratios FY23A FY24A  FY25A FY26E FY27E FY28E
Growth rates
Advances (%) 33.2% 20.0% 17.0% 18.4% 18.5% 18.9%
Deposits (%) 33.9% 42.3% 19.3% 16.7% 18.0% 18.0%
Total assets (%) 29.7% 29.6% 16.6% 16.4% 17.9% 21.5%
NIl (%) 24.8% 21.0% 5.6% 5.1% 24.2% 21.7%
Pre-provisioning profit (%) 34.9% 17.1% -3.1% -7.2% 48.0% 32.0%
PAT (%) 104.3% 39.3% -81.6% -40.3% 739.9% 48.3%
Balance sheet ratios
Credit/Deposit (%) 101.6% 85.7% 84.0% 85.2% 85.6% 86.3%
CASA (%) 52.5% 53.0% 53.0% 53.0% 53.0% 53.0%
Advances/Total assets (%) 73.8% 68.3% 68.5% 69.7% 70.1% 68.6%
Leverage (x) (Asset/Shareholder's Fund) 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
CAR (%) 24.9% 24.4% 21.8% 18.8% 17.7% 17.2%
CAR - Tier | (%) 24.4%  24.0%  21.4%  18.5% 17.5%  17.0%
Operating efficiency
Cost/income (%) 63.4% 64.5% 68.0% 72.1% 66.2% 63.4%
Opex/total assets (%) 5.8% 5.5% 5.4% 5.2% 5.0% 4.8%
Opex/total interest earning assets 2.6% 2.5% 2.3% 2.3% 2.4% 2.4%
Profitability
NIM (%) 8.5% 8.0% 6.9% 6.5% 7.2% 7.6%
RoA (%) 1.6% 1.8% 0.3% 0.1% 1.0% 1.2%
RoE (%) 11.1% 13.4% 2.4% 1.4% 10.6% 13.6%
Asset quality
Gross NPA (%) 2.9% 2.9% 2.9% 3.0% 3.0% 3.0%
Net NPA (%) 1.4% 1.1% 1.0% 0.8% 0.7% 0.6%
PCR (%) 56.8% 63.7% 69.4% 74.3% 78.3% 81.7%
Credit cost (%) 1.6% 1.0% 3.1% 2.6% 1.5% 1.4%
Per share data / Valuation
EPS (INR) 5.2 7.0 13 0.8 6.5 9.6
BVPS (INR) 46 53 54 55 61 71
ABVPS (INR) 43 50 50 52 58 68
P/E (x) 11.0 8.1 44.0 73.6 8.8 5.9
P/BV (x) 1.2 1.1 1.1 1.0 0.9 0.8
P/ABV (x) 1.3 1.2 1.1 1.1 1.0 0.8
Source: Arihant Research, Company Filings
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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