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BFSI - Rating and Target Price

Banks Sectoral Credit

Rating 'éﬂak; CMP TP Upside P/ABV (x)

Credit Growth Gain Pace
(nBn) (Rs) (Rs) (%) FY26E FY27E

Summary Banks
HDFC Bank Ltd BUY 12,296 798 960 202 19 1.7
Banking sector credit growth strengthened in May'26, with gross credit rising 17.7% Axis Bank Ltd BUY 4187 1346 1600 189 18 16
YoY and 1.4% MoM to Rs215.2 tn. Non-food credit accelerated to 17.4% YoY, led by DCB Bank BUY 60 185 224 208 09 07
broad-based growth across industry, services and agriculture. Agriculture credit Federal Bank BUY 814 330 328 -06 19 17
grew 14.9% YoY, while industrial credit remained robust at 17.5% YoY, supported by ICICI Bank Ltd BUY 09,874 1,376 1,616 174 2.8 2.4
strong lending to MSMEs and large corporates. Services credit accelerated to 20.4% Indusind Bank HOLD 720 924 877 -51 11 1.0
YoY, driven by NBFCs, commercial real estate and trade. Retail loan growth City Union Bank BUY 207 209 255 223 20 1.7
remained healthy at 15.4% YoY, supported by vehicle and housing loans, while gold Gold Finance
loans continued to witness exceptional growth of 105.5% YoY. Looking ahead, credit Manappuram Fin. BUY 304 324 353 9.1 1.7 1.6
growth is expected to remain healthy, supported by housing, MSME lending, Muthoot Fin. BUY 1,203 2,997 4,060 355 25 20
infrastructure financing and secured retail credit. Vehicle Finance
. . i in. BUY . . .
B Lending and deposit rates eased further: The WALR on fresh rupee loans for SCBs Shriram Fin BUY 2453 1,043 1,196 147 22 20
. . . . . , M&M Fin Servi 4 1 10. 21 1.
increases sequentially by 1bp MoM to 8.51% in May'26 from 8.50% in Apr'26, I oervices 39 316 350 0.8 8
. . , . . . Chola Inv & Fin. BUY 1,528 1,792 1,811 1.1 4.8 4.0
showing transmission of the RBI's policy rate cuts. Meanwhile, the weighted
. . . . . Sundaram Finance BUY 500 4,499 5086 130 3.5 3.0
average domestic term deposit rate on outstanding deposits for SCBs declined 2 AFHC
S
bps MoM to 6.57% from 6.59%, indicating easing funding costs for banks. : i
Aavas Financiers BUY 121 1,522 1,676 101 2.1 1.8
B Private banks continued to offer relatively higher deposit rates: Outstanding Aadhar Housing Fin. BUY 225 515 602 168 25 2.1
term deposit rates for private banks stood at 6.68%, marginally above 6.62% for Aptus Value Housing  BUY

Fin 140 279 320 14.7 23 1.9

Home First Finance BUY 119 1,138 1,409 238 25 21

India Shelter Finance  BUY 84 768 971 264 22 1.8
B Outlook: Banking sector credit growth strengthened to 17.7% YoY in May'26, Source: Company; IDBI Capital Research

PSU banks, reflecting continued competition for deposit mobilisation despite
easing deposit rates.

supported by robust momentum across industry, services and agriculture. Looking
into FY27, credit growth is expected at 15-16%, driven by housing demand, MSME
expansion, infrastructure financing and continued traction in secured retail

) _ Sweta Padhi Ajay Yadav
prOdUCtS' partICUIarIy gOId and vehicle loans. Sweta.padhi@idbicapital.com Ajay.yadav@idbicapital.com
+91-22-4069 1843 +91-22-4069 1819
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Exhibit 1: Non-food Credit increased by 160bps MoM and deposit growth is decline by 123bps MoM in Apr’'26
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Exhibit 2: MCLR has increased 10 bps & Repo Rate has been stable in May’26
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Exhibit 3: Sector Credit (Rs bn)
Sectors May'26 May’25 Apr'26 YoY (%) MoM (%)
Non-Food Credit 2,13,790 1,82,168 2,11,079 17.4 1.3
Agriculture and Allied activities 26,415 22,988 26,260 14.9 0.6
Industry (MSME) 46,239 39,336 45,377 17.5 1.9
Micro & Small 10,664 8,452 10,491 26.2 1.7
Medium 4,474 3,692 4,414 21.2 14
Large 31,101 27,192 30,473 14.4 2.1
Services 60,452 50,206 59,545 20.4 1.5
Transport Operators 2,867 2,664 2,862 7.6 0.2
Computer Software 527 340 511 54.9 3.1
Tourism, Hotels & Restaurants 1,043 855 1,028 22.0 1.5
Shipping 110 78 109 41.0 0.4
Aviation 583 464 527 25.8 10.6
Professional Services 2,201 1,965 2,194 12.0 0.3
Trade 13,625 11,618 13,172 17.3 3.4
Wholesale Trade 7,687 6,286 7,319 22.3 5.0
Retail Trade 5,937 5,332 5,853 11.3 1.4
Commercial Real Estate 6,421 5,407 6,354 18.7 1.1
NBFCs 20,884 15,621 20,564 33.7 1.6
Housing Finance Companies 3,696 3,088 3,674 19.7 0.6
Public Financial Institutions 3,558 2,071 3,469 71.8 2.6
Other Services 12,193 11,195 12,224 8.9 (0.3)
Personal Loans 70,150 60,802 69,604 15.4 0.8
Consumer Durables 229 235 223 (2.6) 2.7
Housing 33,690 30,374 33,518 10.9 0.5
Advances against FDs 1,547 1,432 1,580 8.1 (2.1)
Advances to Individuals 102 94 101 8.3 0.8
Credit Card Outstanding 2,945 2,907 2,980 1.3 (2.2)
Education 1,575 1,381 1,557 14.0 1.2
Vehicle Loans 7,484 6,379 7,429 17.3 0.8
Loans against Gold Jewellery 5,143 2,503 4,888 105.5 5.2
Other Personal Loans 17,434 15,497 17,329 12.5 0.6
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Sectors(Contd...) YoY (%) MoM (%)
Agriculture & Allied Activities 25,937 22,783 26,208 13.8 (1.0)
Micro & Small Enterprises 29,814 24,104 29,733 23.7 0.3
Medium Enterprises 7,190 6,102 7,085 17.8 15
Housing 10,429 7,504 10,414 39.0 0.1
Education Loans 774 631 772 22.6 0.2
Weaker Sections 19,988 18,328 19,806 9.1 0.9
Export Credit 116 129 116 (9.7) 0.1
Renewable Energy 144 122 139 17.5 3.9
Social Infrastructure 14 8 16 70.7 (8.3)
Others 420 473 426 (11.2) (1.5)

Source: RBI; IDBI Capital Research
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Exhibit 4: Industry Credit (Rs bn)

Sectors May'26 May’25 Apr'26 YoY (%) MoM (%)

Sugar 250 254 283 (1.6) (11.5)
Edible Oils & Vanaspati 289 204 282 41.8 2.5
Tea 50 49 48 1.4 34
Others 1,961 1,729 1,929 13.4 1.7

Cotton Textiles 1,072 1,039 1,089 3.2 (1.6)
Jute Textiles 52 43 52 20.2 0.0
Man-Made Textiles 521 482 509 8.1 2.4
Other Textiles 1,364 1,165 1,332 17.1 2.4

Fertiliser 350 326 318 74 10.3
Drugs & Pharmaceuticals 1,050 856 1,039 22.6 1.0
Petro Chemicals 386 338 379 14.2 1.8
Others 1,418 1,164 1,367 21.8 3.7

Iron & Steel 3,594 2,931 3,499 22.6 2.7

Other Metal & Metal Product 1,628 1,374 1,632 18.4 (0.3)
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Sectors (Contd...) May'26 May’25 Apr'26 YoY (%) MoM (%)
Electronics 654 528 624 23.9 4.8
Others 2,589 1,872 2,516 38.3 2.9

Power 8,581 6,929 8,463 23.8 14
Telecommunications 978 1,051 988 (7.0) (1.0)
Roads 3,400 3,424 3,388 (0.7) 04
Airports 81 94 69 (14.5) 17.3
Ports 95 52 95 82.8 (0.4)
Railways (other than Indian Railways 71 113 67 (37.6) 5.7
Other Infrastructure 1,842 1,816 1,821 1.5 1.2

Source: RBI; IDBI Capital Research
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Exhibit 5: Bank group wise MCLR (1 year)

Public sector Banks Private sector Banks Foreign Banks SCBs
Months Min  Max Median Min Max Median Min Max Median Min Max Median
Jun-2024 8.75 9.05 8.90 850 11.26 9.90 1.62 10.10 8.05 1.62 11.26 8.85
Jul-2024 8.85 9.05 8.90 850 11.47 9.90 2.07 1044 7.95 2.07 11.47 8.85
Aug-2024 8.85 9.10 8.95 8.70 11.47 10.00 207 1022 7.97 2.07 1147 8.90
Sep-2024 890 9.10 8.98 890 11.51 10.00 2.07 10.20 8.00 2.07 1151 8.95
Oct-2024 895 9.15 8.98 890 11.89 10.00 4.43 10.00 7.85 443 11.89 8.95
Nov-2024 895 9.15 9.00 895 11.80 10.00 5.13 10.20 7.87 5.13 11.80 9.00
Dec-2024 9.00 9.20 9.03 885 1190 10.00 4.40 10.10 7.95 440 1190 9.00
Jan-2025 9.00 9.20 9.05 8.85 1190 10.00 521 10.20 7.90 5.21 1190 9.00
Feb-2025 9.00 9.20 9.08 885 1190 10.00 429 1020 7.92 429 1190 9.05
Mar-2025 9.00 9.20 9.08 8.75 12.15 10.00 4.76 10.25 7.78 4.76 12.15 9.00
Apr-2025 9.00 9.20 9.08 8.75 12.10 10.00 4.62 10.16 7.93 4.62 12.10 9.00
May-2025 895 9.20 9.03 8.75 12.05 10.00 3.13 10.00 7.62 3.13 12.05 8.95
Jun-2025 8.80 9.15 9.00 850 10.80 9.75 3.68 1140 7.46 3.68 11.40 8.90
Jul-2025 8.75 9.10 8.95 8.60 10.70 9.55 3.78 1046 7.07 3.78 10.70 8.75
Aug-2025 8.60 9.10 8.88 8.35 10.70 9.55 2.85 1032 7.03 2.85 10.70 8.60
Sep-2025 8.60 9.00 8.83 835 10.70 9.5 399 1030 7.05 3.99 10.70 8.60
Oct-2025 8.60 895 8.83 8.35 10.70 9.5 286 1031 7.00 2.86 10.70 8.55
Nov-2025 8.60 8.95 8.80 8.35 10.60 9.40 448 1034 6.88 448 10.60 8.50
Dec-2025 8.60 8.85 8.78 835 10.60 9.20 3.26 1040 6.92 3.26 10.60 8.45
Jan-2026 8.60 8.85 8.75 8.35 10.50 9.20 495 1053 698 495 10.53 8.40
Feb-2026 8.60 8.85 8.75 8.35 10.50 9.10 424 1052 7.06 4.24 1052 8.45
Mar-2026 8.60 8.85 8.75 835 10.60 9.10 5.48 1034 7.04 5.48 10.60 8.40
Apr-2026 8.65 8.85 8.75 835 10.60 9.25 468 1042 7.06 4.68 10.60 8.55
May-2026 8.65 8.85 8.75 835 10.70 9.25 414 1053 7.08 4.14 10.70 8.65
Jun-2026 870 8.85 8.75 8.40 10.80 9.25 433 1037 7.15 4.33 10.80 8.50

Source: RBI; IDBI Capital Research
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Exhibit 6: Non-food credit growth is increases in almost all sectors in May’26
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Exhibit 7: Retail loan growth stable in May’26
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Exhibit 8: Service sector’s Credit growth increased and while, trade sector increased MoM in May’26
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Exhibit 9: Credit growth increased sharply in May’26 with Gems & Jewellery sharply increasing in May’26
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Exhibit 10: Weighted Average Lending Rates(WALR) (On
Fresh Rupee Loans Sanctioned)
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Exhibit 11: Weighted Average Lending Rates (WALR)
(On Outstanding Rupee Loans)
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Exhibit 12: Weighted Average Domestic Term Deposit Rates (WADTDR) (Outstanding Rupee Term Deposits)
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Exhibit 13: NBFC AAA yields have decreased in June’2026
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Exhibit 14: NBFC AA yields have decreased in June’2026
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Exhibit 15: Corporate bond AAA yields- for 5 years and 10 years have decreased in June’2026
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Exhibit 16: Corporate bond AA yields- for 5 years and 10 years have decreased in June’2026
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Exhibit 17: Corporate bond A yields- For 1 year, 5 years and 10 years have decreased
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Exhibit 18: Corporate bond BBB yields- 1 year and 5 year yields have decreased
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Exhibit 19: G-sec yield- For 3 years, 5 years and 10 years
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Exhibit 20: Spread between G-Sec and 5 Year AAA Corp yield
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Exhibit 21: Spread between G-Sec and 5 Year AA Corp yield
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Exhibit 22: Spread between G-Sec and 10 Year AAA Corp yield
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Exhibit 23: Spread between G-Sec and 10 Year AA Corp yield
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Exhibit 24: Corporate bond Raised by NBFCs on MoM basis

NBFCs (Rs in Bn) Jun-25 Jul-25 Aug-25 Oct-25 Nov-25 Jan-26 Feb-26 Mar-26 Apr-26 May-26 Jun-26
LIC HF 32,5 - - - - - - - - - - - 0.1
PNB HF - 4 - 0 - - 2.5 3.8 0 0 - 4 0.1
Shriram Finance - - - - 5 - 2 - - . - - -
Cholafin 5 - 1 - 5.5 5 5 24 0.1 0.2 - 22.8 0.2
Sundaram Finance - - - 0.1 12.7 8 - - 0.1 0.1 - 22 0.1
Muthoot Finance 8 - - 1.2 49.9 104 - 3 1.2 - 0.6 - -
Manappuram Finance - - - - - - 15 - - - 0.2 - -
Bajaj Finance - 25 50 0.3 5 - - 55 0.3 - 0.3 - 0.2
M&M Financial - 1 - - - - - - - - 0.1 - 0.1

Piramal Enterprises - - - - - - - - - - . . N

L&T Finance 14 12.5 2.5 - 10.5 - 0.5 - - - 0.1 16.5 0.2

Sammaan Capital 2.9 - 59.7 - 84.2 - 3 1.2 - 0 - - -

Source: Bloomberg; IDBI Capital Research; Note: Data includes only funds raised by corporates in INR currency
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Exhibit 25: Valuation Metric of Coverage Universe

Banks

HDFC Bank

Axis Bank

DCB Bank
Federal Bank
ICICI Bank
Indusind Bank
City Union Bank
Gold Finance
Manappuram Fin
Muthoot Fin.
Vehicle Finance
Shriram Finance
Mahindra Finance
Chola Inv & Fin.
Sundaram Fin.
AFHCs

Aavas Financiers
Aadhar Housing
Fin.

Aptus Value
Housing Fin.
Home First Fin.

India Shelter
Fin.

Source: Bloomberg; Company, IDBI Capital Research

M Cap CmP
(Rs Bn) (Rs)
12,296 798
4,187 1,346
60 185

814 330
9,874 1,376
720 924
207 209
304 324
1,203 2,997
2,453 1,043
439 316
1,528 1,792
500 4,499
121 1,522
225 515
140 279
119 1,138

84 768

TP
(Rs)

960
1,600
224
328
1,616
877
255

353
4,060

1,196

350
1,811
5,086

1,676

602

320
1,409

971

Reco

BUY
BUY
BUY
BUY
BUY
HOLD
BUY

BUY
BUY

BUY
BUY
BUY
BUY

BUY

BUY

BUY

BUY

BUY

NII (Rs bn)
FY26E FY27E
1,515 1,751

646 740

28 34

122 142

979 1,125

187 227

34 39
71 87
216 247
303 359
99 111
171 193
34 39
14 17
23 27
15 18
11 13
10 13

Op Pft (Rs bn)
FY26E FY27E
1,336 1,562
495 551
14 19
86 103
833 986
86 112
24 29
42 54
176 198
228 275
70 79
124 139
32 37
10 13
19 23
15 18
10 11
9 12

PAT (Rsbn)  ABVPS (Rs)
FY26E FY27E FY26E FY27E
864 1,035 419 482
289 331 743 845
9 10 218 251
49 58 174 194
578 685 489 565
33 52 846 899
15 19 103 121
21 29 185 208
121 138 1,192 1,511
123 148 465 523
38 41 154 175
66 76 372 453
21 24 1,288 1,492
8 9 722 838
14 17 203 242
11 13 120 146
7 8 461 536
7 9 349 427

P/ABV (x)
FY26E FY27E
19 17
1.8 16
09 07
19 17
28 24
1.1 1.0
20 1.7
1.7 16
25 2.0
22 20
21 1.8
48 4.0
35 3.0
21 1.8
25 21
23 19
25 2.1
22 18

ROE (%)
FY26E FY27E
143  14.9
132 13.2
123 13.1
119 126
16.4  17.2
50 7.5
143 158
7.0 117
284 255
135 119
16.0 16.6
201 0.0
151  15.0
145 15.0
16.8 17.7
19.4  19.3
147 0.0
19.1  20.1

ROA (%)
FY26E FY27E
1.9 20
14 15
09 09
1.2 12
22 23
06 08
1.5 16
1.6 26
63 6.2
34 34
24 23
26 2.7
28 29
34 35
46 4.9
73 7.1
40 00
62 6.3
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10.

11.
12.

These terms and conditions, and consent thereon are for the research services provided by the Research Analyst (RA) and RA cannot execute/carry out any trade (purchase/sell transaction) on behalf of, the client. Thus, the clients are advised not to permit RA to execute
any trade on their behalf.

The fee charged by RA to the client will be subject to the maximum of amount prescribed by SEBI/ Research Analyst Administration and Supervisory Body (RAASB) from time to time (applicable only for Individual and HUF Clients).
Note:
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2.2. The fee limit does not include statutory charges.

2.3. The fee limits do not apply to a non-individual client / accredited investor.

RA may charge fees in advance if agreed by the client. Such advance shall not exceed the period stipulated by SEBI; presently it is one quarter. In case of pre-mature termination of the RA services by either the client or the RA, the client shall be entitled to seek refund of
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Any assured/guaranteed/fixed returns schemes or any other schemes of similar nature are prohibited by law. No scheme of this nature shall be offered to the client by the RA.

The RA cannot guarantee returns, profits, accuracy, or risk-free investments from the use of the RA’s research services. All opinions, projections, estimates of the RA are based on the analysis of available data under certain assumptions as of the date of
preparation/publication of research report.

Any investment made based on recommendations in research reports are subject to market risks, and recommendations do not provide any assurance of returns. There is no recourse to claim any losses incurred on the investments made based on the recommendations in
the research report. Any reliance placed on the research report provided by the RA shall be as per the client’s own judgement and assessment of the conclusions contained in the research report.

The SEBI registration, Enlistment with RAASB, and NISM certification do not guarantee the performance of the RA or assure any returns to the client.

For any grievances,

Step 1: the client should first contact the RA using the details on its website or following contact details:

(RA to provide details as per ‘Grievance Redressal / Escalation Matrix’)

Step 2: If the resolution is unsatisfactory, the client can also lodge grievances through SEBI’s SCORES platform at www.scores.sebi.gov.in
Step 3: The client may also consider the Online Dispute Resolution (ODR) through the Smart ODR portal at https://smartodr.in

Clients are required to keep contact details, including email id and mobile number/s updated with the RA at all times.

The RA shall never ask for the client’s login credentials and OTPs for the client’s Trading Account Demat Account and Bank Account. Never share such information with anyone including RA.
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