Strong Growth Across Lenders; NIM Trajectory Remains Key Monitorable

Q2FY27E provisional updates indicate broad-based strength in credit and deposit growth
across lenders, in a relatively weaker quarter. SFBs continued to outpace the mid/larger banks,
delivering robust business growth. FCNR(B) flows supported deposit mobilisation. However,
margins are likely to remain under pressure from higher CoF in Q2. Asset quality metrics (as
reported by certain lenders) appear to remain steady, with the impact of the West Asia war not
visible so far.

HDFC Bank Limited (HDFCB) | BUY — TP — Rs 975/share

v' Gross Advances growth improved to +16/5% YoY/QoQ, and we expect growth to have
remained broad-based. The sequential credit growth (+5.2% QoQ) is the best in the last 9
quarters.

v Deposits grew by 19/5% YoY/QoQ, with growth primarily led by TDs (+23/6% YoY/QoQ),
while CASA deposits growth was modest at 11/3% YoY/QoQ. CASA Ratio stood at 31.6%
vs 33.9/32.3% YoY/QoQ. The bank has mobilised Rs 1103.4 Bn ($11.5 Bn) under FCNR
(B), which amounts to ~3.3% of its outstanding deposits as of Sep’26. This amounts to ~8.6%
market share in the system’s total FCNR (B) inflow. Against this, the bank has provided loans
of $5.7 Bn (Rs 547.7 Bn, ~50% of its mobilisation) via its overseas branches. LDR stood at
96.6% vs 98.0/95.8% YoY/QoQ.

v" In addition, standby letters of credit issued to other banks in respect of loans against these
deposits aggregate to $3.1 Bn (Rs 293.4 Bn). As previously intimated, during Jun-Aug’26,
HDFCB issued in aggregate $2.5 Bn (Rs 239.6 Bn) of USD-denominated senior unsecured
bonds.

v' MD & CEO Appointment: The RBI approved the appointment of Mr Anup Bagchi as the

MD & CEO of HDFC Bank w.e.f. 27" October, 2026 for a 3-year term. This is a positive
development for the bank and should support stock performance in the near term. Mr
Bagchi has over 3 decades of experience across banking, insurance, and capital markets.
His appointment removes the overhang on the stock regarding the leadership succession
and ensures a full 3-year term and beyond. With the leadership succession overhang now
addressed, focus will shift to improving growth, especially in the retail portfolio,
improving NIMs and strengthening the CASA franchise.
Post the merger, the bank’s margins remained under pressure. However, on expectations of
areversal in the rate cycle, HDFCB’s margins stand to benefit given a higher share of EBLR-
linked loans. Moreover, the mix of borrowings as a % of overall assets is also on a downward
trajectory (down from 21% in Sep’24 to ~10.5% in Jun’26), and should further support
margins. While we watch out for the strategy under the new leadership, seamless execution
remains critical for re-rating in the stock.

Exhibit 1: Healthy Credit/Deposit Growth; FCNR (B) Mobilisation Strong

(Rs Bn) Q2FY27 Q2FY26 % YoY Q1FY27 % QoQ
Deposits 33,275 28,018 18.8 31,708 4.9
CASA Deposits 10,520 9,491 10.8 10,253 2.6
CASA Ratio % 31.6 33.9 -226bps 32.3 -72bps
Advances 32,135 27,464 17.0 30,373 5.8
C/D Ratio 96.6 98.0 -145bps 95.8 78bps

Source: Axis Securities Research
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Ujjivan Small Finance Bank | BUY — TP — Rs 86

v

Disbursement momentum remained healthy and grew by 33/14% YoY/QoQ, led by a strong non-MFI
disbursement (+59/26% YoY/QoQ), while MFI disbursements grew by +10/3% YoY/QoQ. Non-MFI
disbursement growth was broad-based, with FIG (+82/42% YoY/QoQ), Affordable housing (+24/17%
YoY/QoQ), and MSME (+51/54% YoY/QoQ) growing, respectively. Newer segments grew at a healthy pace
- Gold (+135/8% YoY/QoQ) and Vehicles (+10/-15% YoY/QoQ).

Advances growth remained robust at 32/7% YoY/QoQ, led by strong momentum in the non-MFI segment
(+47/10% YoY/QoQ). MFI advances grew by +19/3% YoY/QoQ. The share of secured portfolio further
improved to 52% vs 50.4% QoQ, in line with management guidance of improving secured mix to 56% in
FY27.

Deposits grew by +29/5% YoY/QoQ, driven primarily by TDs (+32/6% YoY/QoQ). CASA ratio growth was
slower at +22/2% YoY/QoQ. CASA Ratio stood at 26% vs 27.5/26.9% YoY/QoQ. LDR stood at 90% vs 89%
Qo0Q. We believe margin contraction will be visible in Q2.

Asset Quality: MFI X-bucket CE remained steady at 99.72% vs 99.68% QoQ. PAR stood at 3.57% vs
4.45/3.58% YoY/QoQ. GNPA improved to 2.10% vs 2.45/2.17% YoY/QoQ.

Exhibit 2: Overall Strong Business Momentum; Asset Quality Holds Up Well

(Rs Cr) Q2FY27 Q2FY26 % YoY Q1FY27 % QoQ

Disbursements 10,560 7,932 33.1 9,246 14.2
MFI - Group 3,395 3,131 8.4 3,354 1.2
MFI - Individual 1,310 1,128 16.1 1,228 6.7
Affordable Housing 1,327 1,072 23.8 1,139 16.5
MSME 765 508 50.6 497 53.9
FIG 2,456 1,353 81.5 1,735 41.6
Others (incl. Gold, VF) 1,140 605 88.4 1,179 -3.3
Advances 45,531 34,589 31.6 42,903 6.1
MFI - Group 15,658 13,106 195 15,185 31
MFI - Individual 6,381 5,464 16.8 6,186 3.2
Affordable Housing 12,087 8,750 38.1 11,210 7.8
MSME 3,871 2,559 51.3 3,470 11.6
FIG 3,615 2,489 45.2 3,293 9.8
Deposits 50,649 39,211 29.2 48,129 5.2
CASA 13182.0 10783.0 22.2 12930.0 19
CASA Ratio % 26.0 27.5 -147bps 26.9 -84bps
TDs 37467.0 28428.0 31.8 35199.0 6.4

Source: Axis Securities Research

Equitas Small Finance Bank Limited (EQSFB) | BUY — TP — Rs 93

v

Disbursement growth was strong at +39/10% YoY/QoQ, driving Advances growth of 30/6% YoY/QoQ.
Advances growth was led by both MFI (+87/5% YoY/QoQ) and Non-MFI segments (+24/7% YoY/QoQ).

Deposit growth was healthy at 19/7% YoY/QoQ. In Q2, deposit growth was driven by both CASA (-1/+10%
YoY/QoQ) and TDs (+28/6% YoY/QoQ). LDR stood at 96.6% vs 97.3% Qo0Q. We expect NIMs to contract
QoQ in Q2, mainly owing to an inch-up in CoF (+7bps QoQ at 7.12%)

During Q2, the bank sold its NPAs amounting to Rs 110 Cr across Retail, AHF and MSE segments to an
ARC. Overall, asset quality trends are expected to hold up well for EQSFB in Q2.




Exhibit 3: Strong Disbursement Momentum Translating into Healthy Advances Growth

(Rs Cr) Q2FY27 Q2FY26 % YoY Q1FY27 % QoQ
Disbursements 7,461 5,380 38.7 6,804 9.7
Advances 50,694 39,123 29.6 47,640 6.4
-- MFI 6,331 3,392 86.6 6,018 5.2
-- Non-MFI 44,363 35,731 24.2 41,623 6.6
Deposits 52,483 44,094 19.0 48,976 7.2
CASA Deposits 13,480 13,622 -1.0 12,307 9.5
CASA Ratio (%) 25.7 30.9 -521bps 25.1 56bps
CoF (%) 7.12 7.35 -23bps 7.05 7bps

Source: Axis Securities Research

AU Small Finance Bank | BUY — TP - Rs 1,225
v" Advances growth remained strong at 28/7% YoY/QoQ. We believe growth is likely to be driven by Wheels,

Business Banking, Gold business and growth revival in unsecured businesses, specifically MFI and PL.

v" Deposits growth was robust at 29/8% YoY/QoQ, led by both CASA (+29/11% YoY/QoQ) and TDs (+28/7%
YoY/QoQ). CASA Ratio improved to 29.5% vs 28.8% QoQ. LDR stood at 88.2% vs 88.7/89.1% YoY/QoQ.

Exhibit 4: Overall Good Numbers; Deposit Mobilisation Strong with CASA Driving Strong Growth

(Rs Cr) Q2FY27 Q2FY26 % YoY Q1FY27 % QoQ
Advances 1,50,290 1,17,525 27.9 1,40,461 7.0
Deposits 1,70,460 1,32,509 28.6 1,57,730 8.1
-- CASA Deposits 50,290 38,963 29.1 45,400 10.8
-- CASA Ratio (%) 29.5 29.4 10 bps 28.8 72 bps

Source: Axis Securities Research

Bandhan Bank (Bandhan) | BUY — TP — Rs 235
v" Advances growth was slow at +13/2% YoY/QoQ vs management guidance of ~14% for FY27. This growth
is likely largely led by the non-EEB portfolio, while EEB growth is likely seeing some revival.

v" Deposits grew by 9/5% YoY/QoQ, with growth led by TDs, which grew +11/9% YoY/QoQ, while CASA
deposits grew by +4/-5% YoY/QoQ. CASA ratio moderated to 26.7% vs. 29.4% QoQ. Retail TDs grew
+17/8% YoY/QoQ, while Bulk deposits increased +3/10% YoY/QoQ. LDR moderated to 91.7% vs. 94.3%

QoQ. NIMs are expected to range from remaining broadly steady to contracting (by ~10 bps).

v' Asset Quality: EEB X-bucket CE remained steady at 98.6% in Sep’26 vs 98.5% in Jun’26. Non-EEB X-
bucket CE was largely steady at 99.2% in Sep’26 vs 99.4% in Jun’26. Asset quality trends and commentary
on credit costs will be watched out for in Q2.




Exhibit 5: Modest Credit Growth; Bulk Deposit Growth Faster than Retail Deposits

(Rs Cr) Q2FY27
Advances 1,58,335
Deposits 1,72,689
CASA Deposits 46,131
CASA Ratio (%) 26.7
Overall Retail Deposits (%) 72.7
Bulk TDs 47,218

Source: Axis Securities Research

Bank of Baroda (BoB) | BUY — TP — Rs 290
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v" Advances growth remained strong at +18/7% YoY/QoQ. Domestic advances grew +14/3% YoY/QoQ, while

international advances witnessed robust growth of +40/22% YoY/QoQ. Domestic retail advances grew by
+19/5% YoY/QoQ. For FY27, the management had guided for credit growth of 12-14%.

v" BoB’s deposit growth remained robust at +17/7% YoY/QoQ, with domestic deposits growing +17/8%
YoY/QoQ. International deposits grew by +15/4% YoY/QoQ. For FY27, the management had guided for 10-
12% deposit growth. As per media reports, BoB has successfully mobilised $8 Bn in FCNR (B) deposits.

v" LDR stood at 86.4% vs. 86.7% QoQ, while domestic LDR moderated to 79.8% from 83.3% QoQ. This is

broadly in line with management’s guided LDR range of 84-86%.

Exhibit 6: Strong Growth in Credit/Deposits led by FCNR (B) flows

(Rs Bn) Q2FY27
Advances 15,124
-- Domestic Advances 11,879
-- Domestic Retail Advances 3,241
% of Retail Advances of Domestic
27.3
Advances
Deposits 17,513
-- Domestic Deposits 14,884

Source: Axis Securities Research
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Bajaj Finance Limited (BAF) | BUY — TP — Rs 1,305

v

BAF added 4.42 Mn new customers (+7/-13% YoY/QoQ) during Q2 taking the total customer franchise to
128.9 Mn customers (+16/4% YoY/QoQ). In H1, BAF has added 9.5 Mn customers vs. management

guidance of 18-20 Mn customers.

The company booked 13.5 Mn new loans during the quarter (+11/-17% YoY/QoQ). YoY volume growth is
not comparable due to the early onset of the festive season in FY26. In H1, BAF booked 29.6 Mn loans vs
management guidance of 60-62 Mn loans in FY27. AUM growth was strong at 26/7% YoY/QoQ, slightly
ahead of management guidance of 22-24% for FY27. We believe AUM growth is likely driven by continued
strength in the relatively newer segments such as car financing, MFI, CV & tractor financing, albeit on
a lower base, Gold financing, along with some stabilisation and growth recovery in SME. BHFL has
reported a 25% YoY AUM growth. Ex-BHFL too, BAF’s AUM growth was strong.

The deposit book stood at Rs 697.5 Bn (+2% QoQ, flat YoY).

Fund raise: BAF will raise Rs 175 Bn, with Rs 117 Bn through a QIP and Rs 58 Bn through warrants issued
to the promoter — Bajaj Finserv. The preferential warrants will be convertible into an equivalent number of
equity shares, with 25% payable upfront and the balance 75% on conversion. The fundraise amounts to
~13% of our estimates of FY27E networth and would increase FY27E BVPS by ~8.8%. This is a positive
development from a growth perspective, as the additional capital should provide BAF with greater headroom

to pursue AUM growth while maintaining comfortable capitalisation.

Exhibit 7: Strong AUM Growth; Capital Raise to Strengthen Growth Runway

Q2FY27 Q2FY26 % YoY Q1FY27 % QoQ
AUM (Rs Bn) 5,848 4,623 26.5 5,469 6.9
Loans Booked (Mn) 135 12.2 10.5 16.1 -16.6
New customer additions (Mn) 4.4 4.1 7.0 5.1 -13.3
Customer Franchise strength (Mn) 128.9 110.6 16.5 124.4 3.6
Deposits (Rs Bn) 697.5 697.7 0.0 685.0 1.8

Source: Axis Securities Research
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