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Asset quality stabilizes, profitability rebuild still in progress
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Indusind Bank reported a strong Q4FY26 performance, with Nlil in line with
estimates and PAT higher than expected due to lower provisions, while asset
quality improved with GNPA declining to 3.43% from 3.56% in Q3FY26. NIl stood
at INR 4,371.5 Mn vs estimate of INR 4,350.8 Mn, down 4.1% QoQ and up 43.41%
YoY, while PPOP came in at INR 2,215.3 Mn vs INR 2,078.7 Mn estimate, down
4.0% QoQ. Provisions were INR 1,484.3 Mn vs INR 1,838.0 Mn estimate, down
28.9% QoQ, supporting PATat INR532.7 Mn vs INR 180.5 Mn estimate, up
230.6% QoQ. GNPA stood at 3.43% and NNPA at 1.00%, both slightly better than
estimates, while deposits were INR 400,174 Mn (up 1.6% QoQ) and advances
stood at INR 315,871 Mn (down 0.5% QoQ).

Earnings recovery underway, but sustained improvement remains key: Indusind
Bank’s earnings show early signs of recovery, with PAT rising sharply to INR 594
crore in Q4FY26 from INR 128 crore in Q3, while operating profit remained stable at
INR 2,295 crore, indicating that the improvement is largely driven by lower
provisioning rather than strong revenue growth. NIl stood at INR 4,371 crore and
reported NIM was 3.39% compared to 3.52% in Q3, although normalized margins
suggest aslight underlying improvement. Management has guided for ~ 1% ROA by
FY27 exit versus 0.45% in Q4 FY26, supported by lower credit costs and better
operating performance, a shift toward rebuilding profitability.

Asset quality strengthening with broad-based improvement and easing stress
levels: Asset quality improved meaningfully, with GNPA declining to 3.43% from
3.56% and NNPA to 1.00% from 1.04%, while credit cost moderated to 1.89% from
2.62% in Q3 and gross slippages fell sharply to INR 1,825 crore from INR 2,560
crore. Importantly, the improvement is broad-based across segments such as
vehicle finance and microfinance, with early stressindicators remaining stable as
SMA1+2 stood at 0.17%, the restructured book at 0.06%, and net SRs at 0.08%,
indicating that the bank is moving past peak stress and reducing the risk of further
negative surprises.

Valuation & View: The FY27 outlook remains stable with gradual improvement
across key metrics. Loan growth is guided at 13% to 14% in line with industry, with
MFI seeing calibrated growth and large corporate degrowth largely completed,
while the loan mix is expected to remain at 60:40 retail to wholesale with a shift
toward mid-market and SME within wholesale. The bank targets ~1% exit ROA in
FY27 from 45 bps, driven equally by credit cost normalization and operating profit
improvement, supported by modest NIM expansion, higher fee income, and
expense optimization. NIM should be nefit from easing cost of funds and improving
deposit mix, with repricing largely done. Asset quality is expected to remain stable
with credit costs past peak, and NNPA reduction to 50-60 bps will be gradual. Fee
income growth will be supported by transaction banking, capital markets, FX,
insurance, and MF distribution. Deposit growth may remain a constraint, with the
bank comfortable at 11% to 12%, while LCR is expected at 115% to 120%, and
capital remains adequate with no capital raise planned. We revised our estimates
with cautious outlook and assigned BUY rating for a downgraded target price of
INR 973 on 1.01x FY29E ABV.
Financial Performance

Particulars (INR Bn) FY24 FY25 FY26  FY27E FY28E FY29E
NII 206 190 180 189 219 256
PPOP 157 106 92 103 138 181
PAT 89 26 9 29 57 91
EPS (INR/ Share) 149 44 12 37 73 116
BVPS (INR/ Share) 1,045 1,072 838 868 919 1,001
NIM (%) 4.5% 3.8% 3.6% 3.7% 3.9% 4.2%
ROA (%) 1.7% 0.5% 0.2% 0.5% 0.9% 1.3%
RoE (%) 143% 4.1% 1.4% 43% 8.0% 11.6%
P/ABV (x) 1.8 1.8 2.3 2.2 2.0 1.9
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Q4FY26 - Quarterly Performance (Standalone)

(in INR Mn)

Income Statement (INR Mn) QA4FY26 Q3FY26 QA4FY25
Interest Income 11,005 11,373 10,634 -3.2% 3.5%
Interest Expense 6,634 6,811 7,586 -2.6% -12.5%
Net Interest Income 4,371 4,562 3,048 -4.2% 43.4%
Non Interest Income 1,706 1,707 709 0.0% 140.7%
Total Income 6,078 6,268 3,757 -3.0% 61.8%
Employee Costs 1,311 1,518 1,229 -13.6% 6.7%
Other Operating Expenses 2,552 2,444 3,001 4.4% -15.0%
Operating Expenses 3,863 3,961 4,230 -2.5% -8.7%
Pre-Provision Profit 2,215 2,307 -473 NA -568.8%
Provisions 1,484 2,089 2,417 -28.9% -38.6%
Profit Before Tax 731 218 -2,889 NA -125.3%
Tax Expense 198 57 -653 NA -130.4%
Net Profit 533 161 -2,236 NA -123.8%
Balance Sheet Analysis
Deposits 400,174 393,815 410,862 1.6% -2.6%
CASA Deposits 124,933 119,104 134,789 4.9% -7.3%
CASA (%) 31.2% 30.2% 33.0% 98bps -178bps
Advances 315,871 317,536 345,019 -0.5% -8.4%
Total Assets 543,419 525,595 554,107 3.4% -1.9%
Capital Adequacy Ratio (%) 17.48% 16.94% 16.24% 54bps 124bps
Spread Analysis
Yield on Avg Advances (%) 10.7% 11.0% 9.5% -25bps 122bps
Yield on Avg Interest Earning Assets (%) 8.5% 8.8% 7.9% -25bps 68bps
Cost of Funds (%) 5.14% 5.26% 5.6% -12bps -46bps
NIM (%) 3.39% 3.52% 2.25% -13bps 114bps
Gross NPA 11,095 11,605 11,046 -4.4% 0.4%
Net NPA 3,169 3,304 3,287 -4.1% -3.6%
GNPA (%) 3.43% 3.56% 3.13% -13bps 30bps
NNPA (%) 1.00% 1.04% 0.95% -4bps 5bps
PCR (%) 71.4% 71.5% 70.2% -9bps 119bps
Key Ratios
Cost to Income Ratio (%) 63.6% 63.2% 112.6% 35bps -4903bps
C/D Ratio (%) 78.9% 80.6% 84.0% -170bps -504bps
RoA (%) (Annualised) 0.45% 0.10% -1.74% 35bps NA

Source: Arihant Research, Company Filings
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Key Concall Highlights

Asset Quality

* GNPAat 3.43%, NNPA at 1%, PCR maintained around 71%.

¢ Annualized slippagesimproved sharply to 1.71% vs 2.65% QoQ; net slippages down 37% QoQ.

*  SMA1+SMA2 stable at 17 bps; net SR at 8 bps (vs 9 bps); restructured book at 6 bps (vs 7 bps).

e 50% of net NPA is from vehicle finance and less than 25% from MFI, implying limited residual credit loss risk.

Vehicle Finance

¢ Loan bookat INR998.76 bn, up 2% QoQ; disbursements at INR 126 bn.

e Annualized gross/net slippages at 1.94%/1%, lowest in several quarters; full year net slippage at 1.84% vs 2.33% YoY.
¢ Improvement seen across all vehicle categories on both QoQ and YoY basis.

¢ Near term watchful given West Asia uncertainty, but medium term growth and profitability outlook remains intact.

Micro Loans and Rural

¢ MFlbook at INR 167.82 bn, sequential decline moderated to 5% QoQ (mostly write off led).

e Grossslippages reduced to INR 5.04 bn vs INR 10.22 bn QoQ; 31 to 90 DPD book at 0.9% vs 2.4% QoQ.

* Disbursements at INR 54 bn, up 52% QoQ; 57% of portfolio covered under CGFMU credit guarantee.

e Merchantloan book at INR 80.42 bn (up 11% YoY); affordable housing at INR 28.39 bn (up 24% YoY); KCC at INR 43.85 bn.

Consumer Banking

* Total consumer banking assets at INR 310.75 bn, up 8% YoY.

* Home loans at INR 65.1 bn (up 45% YoY, 6% QoQ); gold loan book crossed INR 10 bn with monthly disbursements 3x in last six months; over
500 branches enabled.

* Personalloansat INR 103.58 bn (down 2% QoQ); credit cards at INR 97.51 bn (down 5% QoQ); card spends at INR 152.59 bn (up 4% YoY).

* Annualized net slippages improved to 4.22% vs 5.42% QoQ.

SME and Wholesale Banking

*  SMEbookat INR 443.47 bn, up 1% QoQ; new leadership upgrading processes, risk frameworks and operating structures.

*  Wholesale avg book down 6% QoQ on continued large corporate rationalization; A and above rated at 83%, weighted avg rating at 2.53.
*  Wholesale FY26 gross/net slippages at 0.29%/0.24%, stable YoY.

* Transaction banking fees contributed 66% of overall wholesale and SME fee income.

Liability Franchise

* Netretail deposit addition of INR 68 bn during the quarter; all incremental deposits were retail in nature.
¢ Share of average retail deposits per LCR improved to 47.9% (vs 47.5% QoQ, 46.6% YoY).

*  Cost of deposits at 6.07%, improved 2 bps QoQ; TD repricing journey largely done.

e Avg LCRat 118%; CD share in total deposits at 6.2%; borrowings share at 7.9%.

Capital and Other Items

e CET1lat16.2%, CAR at 17.48%; capital accreted during quarter, no plans to raise capital over next year.

e AFS reserve at negative INR 0.5 bn; AFS book is small in context of overall investment portfolio.

e RBI FX NOP rule impact not material (in tens of crores).

e PSLtargets fully met for FY26 including subcategories; INR 20 bn RIDF still pending from past year shortfall but no incremental RIDF expected
next year.

Strategic Initiatives and Leadership

¢ Leadership transition largely completed with onboarding of Head Retail Banking, Head Global Markets, CRO and CIO; Jagdeep Mallareddi and
Ganesh Sankaran approved as Whole Time EDs designate.

¢ Al Center of Excellence being set up; 10 high impact GenAl use cases identified across sales, conversational banking, underwriting and
collections.

¢ Indus Compass (internal knowledge mgmt) has 3,000 daily users handling 15,000+ queries/day; over 9,000 employees completed Al training.

¢ Over 300 vehicle branches now co located/merged with branch banking; targeting 600 in next 6 to 9 months; deposit sourced from vehicle
customers grew 35% YoY.

Guidance

e Loan growth: FY27 growth broadly in line with industry (expected 13% to 14%, subject to macro); MFI to see calibrated growth rather than
book contraction; large corporate degrowth more or less done.

¢ Loan mix: Broadly 60:40 retail to wholesale to be maintained; within wholesale, money to be reallocated from very large
corporates/conglomerates to mid market and SME; SME/wholesale composition will shift but absolute proportionality stable.

e ROA target: 1% exit ROA in FY27 (from cumrent 45 bps); journey to be split equally between credit cost normalization and operating profit
improvement; within OP, modest NIM improvement plus larger fee uptick and expense optimization (operating leverage as book grows).

¢ NIM: Cost of funds easing flowing through; deposit cost repricing largely done; further benefit to come from improving retail mix.

e Asset quality: Credit costs past peak subject to macro stability; net NPA target of 50 to 60 bps to be achieved gradually rather than via
accelerated write offs.

¢ NetNPAreduction: Will be gradual; consistent with stated provisioning policy approach.

¢ Fee income: Multiple levers being activated including transaction banking, capital markets, FX franchise, insurance and MF distribution;
visible improvement expected progressively.

*  Deposits: Deposit growth could be a constraint on credit growth; bank ok with growing slightly below industry (11% to 12%) if industry grows
12% to 13%,; getting back into growth mode is a clear board mandate.

* LCR:Internal operating range 115% to 120%; no significant release expected from new LCR norms.

e Capital: Adequate for next year of growth; no capital raise planned.



Indusind Bank Ltd.

Key Financials

Profit & Loss Statement (INR Bn) FY24 FY25 FY26 FY27E FY28E FY29E
Interest Income 457 487 463 495 539 588
Interest Expense 251 296 283 307 319 332
Net Interest Income 206 190 180 189 219 256
Non interest income 94 77 72 81 92 105
Operating income 300 267 252 270 311 361
Employee expense 39 43 54 60 67 75
Other operating expense 104 118 106 107 106 105
Operating Expense 143 161 160 166 173 180
PPOP 157 106 92 103 138 181
Provisions 38 70 79 63 60 57
PBT 119 36 13 40 78 124
Tax Expense 30 10 3 11 21 33
PAT 89 26 9 29 57 91
Diluted EPS (INR) 149 % 12 37 73 116
Balance Sheet (INR Bn) FY24 FY25 FY26 FY27E FY28E FY29E
Source of Funds

Share capital 8 8 8 8 8 8
Reserves & Surplus 619 636 645 668 708 772
Networth 627 643 653 676 716 780
ESOP 1 1 2 0 0 0
Borrowings 476 537 428 466 513 569
Deposits 3,848 4,111 4,002 4,282 4,667 5,087
Other liabilities & provisions 197 247 350 420 504 605
Total Equity & Liabilities 5,149 5,540 5434 5,845 6,401 7,041
Uses of Funds 0 0 0 0 0 1
Cash & bank balance 842 1,066 962 1,089 1,277 1,484
Investments 1,065 1,145 1,250 1,313 1,379 1,448
Loans & advances 3,433 3,450 3,159 3,366 3,654 4,002
Fixed assets 22 24 24 28 32 37
Other assets 261 330 513 523 533 544
Total Assets 5,149 5,540 5434 5845 6,401 7,041

Source: Arihant Research, Company Filings.
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Key Ratio FY24 FY25 FY26 FY27E FY28E FY29E

Growth Rates

Advances (%) 18.4% 05% -84% 6.6% 8.6% 9.6%
Deposits (%) 14.4% 6.8% -2.7% 70% 9.0% 9.0%
Total assets (%) 12.5% 7.6% -19% 7.6% 9.5% 10.0%
NII (%) 17.2% -7.7% -55% 5.0% 16.2% 16.7%
Pre-provisioning profit (%) 9.7% -32.4% -13.6% 12.2% 34.1% 30.8%
PAT (%) 21.1% -70.5% -64.7% 211.7% 96.5% 58.4%
B/S Ratios

Credit/Deposit (%) 89.2% 83.9% 78.9% 78.6% 78.3% 78.7%
CASA (%) 37.9% 32.8% 31.2% 321% 32.4% 32.7%
Advances/Total assets (%) 66.7% 62.3% 58.1% 57.6% 57.1% 56.8%
Leverage - Total Assets to Equity 8.2 8.6 8.3 8.6 89 9.0

Operating efficiency

Cost/income (%) 47.5% 60.2% 63.5% 61.7% 55.5% 49.8%
Opex/total assets (%) 29% 29% 3.0% 29% 2.8% 2.6%
Opex/total interest earning assets 32% 33% 33% 34% 32% 3.0%
Profitability

NIM (%) 45% 3.8% 3.6% 3.7% 3.9% 4.2%
RoA (%) 1.7% 05% 02% 0.5% 0.9% 1.3%
RoE (%) 14.3% 41% 14% 43% 8.0% 11.6%
Asset Quality

Gross NPA (%) 19% 31% 34% 31% 2.7% 25%
Net NPA (%) 0.6% 1.0% 1.0% 1.0% 0.8% 0.7%
PCR (%) 69.5% 69.6% 71.4% 69.6% 70.1% 71.4%
Slippage (%) 21% 31% 05% 0.5% 0.5% 0.5%
Credit cost (%) 12% 2.0% 24% 19% 1.7% 1.5%
Per Share Data / Valuation

EPS (INR) 149.1 44.0 12.0 37.3 73.4 116.2
BVPS (INR) 1,044.5 10721 838.1 867.9 919.2 1,000.6
ABVPS (INR) 1,011.7 1,017.3 797.4 826.8 880.2 963.5
P/E (x) 5.8 19.5 718 23.0 11.7 74
P/BV (x) 038 08 1.0 1.0 09 09
P/ABV (x) 0.9 0.8 1.1 1.0 1.0 0.9

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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