Bajaj Finserv (BAFINS)

CMP:X 1747

Target: X 2150 (23%)

Target Period: 12 months
May 2, 2026

Headline numbers muted; core strength remains intact.....

About the stock: Bajaj Finserv (Finserv) is a financial conglomerate with a holding
in the financing business (Bajaj Finance), life insurance (Bajaj Life Insurance),
general insurance (Bajaj General Insurance) and securities business.

e Consistent, faster business growth and profitability remain in focus

Q4FY26 performance: Bajaj Finserv reported a steady Q4FY26 performance, with
consolidated revenue growing 5.7% YoY to 38,508 crore, impacted by mark-to-
market (MTM) losses in insurance investment portfolios amid geopolitical volatility;
adjusted revenue growth stood higher at ~14%. Consolidated PAT grew 5% YoY to
X2,539 crore, while adjusted PAT (excluding MTM impact) rose ~24% YoY, reflecting
strong underlying performance. The lending business remained robust, with Bajqj
Finance delivering strong AUM growth of 22% YoY to X5,09,975 crore and healthy
profitability. In General Insurance, GWP remained flat at 4,322 crore, due to a
calibrated pullback in crop & motor segment, with combined ratio elevated at
113.6% due to timing impact in government health business. Life Insurance
delivered healthy traction with GWP growth of ~21% YoY to 11,199 crore, VNB
growth of ~29% to X709 crore and margin expansion to 24.5%.

Investment Rationale

e Disciplined underwriting with calibrated growth sustains profitability
across cycles: GWP remained flat at 4,322 crore due to tactical pullback
in crop and motor, while ex-crop/health growth stayed healthy at ~8%,
indicating underlying momentum. Combined ratio rose to 113.6% due to a
one-off retro treaty impact, but ex-bulky segment, combined ratio
witnessed improvement, supporting management’s guidance of ~100%
CoR over the cycle through pricing discipline and diversified mix.

e BALIC 2.0 driving structural margin reset with improving visibility: VNB
grew 29% YoY to X709 crore with margins expanding to 24.5% (+240 bps
YoY), achieved despite ~500 bps GST headwind, of which ~90% is now
mitigated. Improved product mix (protection growth at +67% YoY) and
operating leverage supports sustainability of ~24-25% margins, with
growth visibility aided by new banca tie-ups and steady RWRP growth.

o Diversified platform with scaling adjacencies and RoE tailwinds:
Lending franchises remain strong with Bajaj Finance AUM crossing X5 lakh
crore (+22% YoY) and stable asset quality, while emerging businesses
continue to scale (AMC avg AUM +52% YoY; Health revenue +41% YoY).
Despite temporary MTM-led volatility in reported earnings, completion of
Allianz stake buyback enhances capital efficiency and is RoE accretive,
supporting improving medium-term earnings visibility.

Rating and Target Price

e  While headline numbers seem to be impacted owing to recent heightened
geopolitical volatility, improving product mix, structural margin reset under
BALIC 2.0 and disciplined underwriting across insurance businesses are
expected to support sustained profitability and earnings stability.

e Valuing business using SOTP valuation, we revise our target price to
X2150 (earlier 2200). Upgrade rating from Hold to Buy.

Key Financial Summary

3 Year CAG

Key financials (in X crore) FY24 FY25 FY26 FY27E FY28E
(FY23-FY26)
Revenue 110,383.0 133,822.0 150,530.4 28.0% 179,750.9 214,179.4
PAT 8,148.0 848723 9,801.0 16.2% 11,150.7 12,629.9
EPS ) 51.2 55.2 61.6 69.7 79.0
BV R) 3423 397.1 457.3 526.7 605.3
P/E 34.1 317 284 25.0 22.1
P/BV 5.1 4.4 3.8 3.3 2.9
RoA 35 3.0 1.8 13 1.2
RoE 16.1 14.9 14.4 14.2 14.0
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FINSERV
Particular Amount
Market Capitalization X 2,76,648 crore
52 week H/L 2195/1597
Face value 1.0
Net worth X 77,915 crore
DIl Holding (%) 11.8
Fll Holding (%) 7.2

Shareholding pattern

(in %) Jun-25 Sep-25 Dec-25 Mar-26
Promoter 58.8 58.8 58.8 58.7

Fll 8.4 8.1 8.1 7.2
DIl 10.1 10.5 10.7 11.8
Public 22.6 22.5 224 22.2
Others 0.1 0.1 0.0 0.1
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(i) Growth margin trade-off in
lending business

(ii) Volatility in combined ratio
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2 year CAGR
(FY26-28E)
17.0%

12.5%

Source: Company, ICICI Direct Research
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Concall highlights and outlook

Bajaj General Insurance

¢  GWP remained flat YoY at 4,322 crore, reflecting a calibrated pullback in
crop and motor segments amid adverse pricing; ex-crop and government
health, growth was at 8.3%, indicating underlying momentum remains
intact.

e Combined ratio rose to 113.6% (vs 104.8% YoY), entirely driven by a
retroactive government health reinsurance treaty, which depressed NWP
for the quarter; ex-bulky segments, combined ratio remained steady
suggesting core underwriting profitability is stable.

e Underwriting loss widened to X96 crore (vs ~X3 crore YoY), largely timing-
led due to higher initial claims in government health contracts;
management expects normalisation as loss ratios taper over contract life.

e On a full-year basis, combined ratio stood at ~101.9% (non-1/N basis),
amongst best-in-class, even as industry combined ratio deteriorated
sharply to ~121%, highlighting superior underwriting discipline.

e RoE (ex-surplus capital) remained strong at ~19%, despite quarterly
volatility; high solvency (~302%) continues to suppress reported RoE but
provides growth headroom.

¢ Retail health grew 30% YoY (vs industry ~18%), indicating continued
market share gains; management reiterated a pricing-led growth strategy,
expanding only in adequately priced segments.

e AUM grew 7.3% YoY to X35,529 crore, impacted by ~X1,590 crore Allianz
stake buyback; solvency remains robust at ~300%.

e Completion of Allianz 3% stake buyback in March 2026 makes the
business fully owned by Bajaj group, and is expected to be RoE accretive
over time.

Baijaj Life Insurance

¢ RWRP grew 9.7% YoY to X2,553 crore, broadly in line with industry; retail
protection mix improved to 8.4% (+67% YoY), supporting margin-accretive
business shift.

e VNB grew strongly by 29% YoY to X709 crore, with margins expanding
~240 bps YoY to 24.5%, driven by favourable product mix, cost
optimisation, and strategy recalibration (Life 2.0).

e Margin expansion was achieved despite a ~500 bps GST headwind, which
has now been ~90% mitigated on exit basis; residual impact (~30-40 bps)
is structural and embedded.

e  Product mix remains well balanced (ULIP 42%, Par 25%, Non-par/Annuity
24%, Term 8%). ULIP growth is now margin-neutral to positive, alleviating
earlier concerns on profitability dilution.

e PAT grew 78% YoY to X73 crore, supported by strong renewal growth
(+18%) and operating leverage.

e Persistency saw moderation in select cohorts due to industry-wide impact
from low-duration products launched earlier, though management
indicated no impact on profitability assumptions.

e EV assumption changes (~X51 crore) were largely driven by persistency;
no structural impact on VNB trajectory.

e New banca tie-ups (Federal Bank, AU SFB, Yes Bank) are expected to drive
incremental growth in FY27, with management guiding for improved
growth vs H2FY26 run-rate.

e AUM grew ~8% YoY to X1,33,563 crore; solvency at 266%, impacted by
~X1,200 crore buyback

New business

e Bajaj Finance continued to deliver strong, broad-based growth, with AUM
crossing X5 lakh crore (+22% YoY) and stable asset quality (GNPA/NNPA:
1.01%/0.4%); improving Stage 2/3 trends indicate easing credit cost
pressures.

e Bajaj Housing Finance reported steady growth (AUM +23% YoY), with
well-diversified segment traction and pristine asset quality; underlying
PAT growth remains healthy (~20% adj.).

e Bajaj Finserv AMC saw strong average AUM growth (+52% YoY) at
X30,627 crore, though closing AUM was impacted by market volatility;

ICICI Securities | Retail Research 2



1’ Result Update | Bajaj Finserv ICICI Direct Research

operating leverage remains contingent on scale (~X1 lakh crore
breakeven).

¢ Bajaj Finserv Health continues to scale rapidly (transactions up +41% YoY),
with clear visibility on operating breakeven over next ~24 months.

e Bajaj Finserv Direct (Bajaj Markets) saw temporary revenue decline due to
platform migration and regulatory alignment (RBI digital lending norms);
transition largely complete with recovery expected from FY27, aided by
shift to trail-based revenue model (improves predictability).

Consolidated Business

¢ Consolidated total income grew 6% YoY to 38,508 crore, while PAT grew
5% YoY to X2,539 crore; however, performance was impacted by
temporary MTM losses in insurance investment portfolios due to
geopolitical volatility.

e Excluding MTM impact, revenue and PAT growth were significantly
stronger at ~14% and ~24%, respectively, reflecting robust underlying
operating performance across segments.

¢ Management characterised MTM impact as transient, with core businesses
demonstrating resilient growth, stable margins, and strong capital position

Exhibit 1: Variance Analysis

Q4FY26 Q4FY25 YoY (%) Q4FY26 QoQ (%) Comments
Muted growth driven by tactical reduction in crop and motor
General Insurance 4,321.8 4,325.5 -0.1 7,389.4 -415 |
insurance
. Strong growth in VNB led by product restructuring, higher term
Life Insurance 11,198.9 9,237.1 21.2 7,853.9 426 . .
mix and yield curve benefit
Net premium earned 15,520.7  13,562.6 144 152433 18
Investment and other income 1,133.6 4,187.3 -72.9 5,337.8 -78.8
Reinsurance Ceded 513.0 466.9 9.9 484.7 5.9
Reserve for unexpired risk -1,917.2  -1,009.3 90.0 1,605.1 -219.4
Total Insurance 18,0585  18,292.3 -1.3 18,4913 -23
Retail financing 21,606.5  18,306.3 18.0 21,014.2 2.8 Healthy AUM growth and steady margins
Windmill 2.4 2.8 -14.1 4.1 -40.4
Investment and others 496.3 450.3 10.2 466.5 6.4
Total 39,508.1  36,434.1 84  39,507.7 0.0
Interest and Finance Charges 7,290.9 6,395.8 14.0 7.2325 0.8
Other Exp 25,289.1  24,036.0 52 26,3489 -4.0
Total Expenses 32,580.0 30,4317 7.1 335814 -3.0
PBT 6,928.1 6,002.3 154 5,926.3 16.9
PAT 2,538.7 2,416.7 5.0 2,229.2 13.9 PAT grew ~24% YoY adjusted for MTM Gain/Loss

Source: Company, ICICI Direct Research

SOTP Valualion

Business Value of Value/share after
. . o
Business Basis Stake (%) Value stake (% 15% discount (3)
crore)

Bajaj Life Insurance 1.5x FY28E EV 77.3 51,561.7 39,872.7 212.0
Bajaj General Insurance 28x FY28E PAT 77.3 53,1132 41,072.4 218.4
Bajaj Finance 3.8x FY28E ABV 513 7143800 366,619.8 1,719.9
Total 2,150

Source: Company, ICICI Direct Research
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Financial Summary

(Year-end March) FY25 FY26 FY27E FY28E  (Year-end March) FY25 FY26 FY27E FY28E
Revenue CMP 17470 17470 17470 17470
Life Insurance 27,1600 32,8969 387162 454620  No.of sharesin mn 1,594.1 1,598.7 1,598.7 1,598.7
General Insurance 21,5829 23,3258 26,590.3 29,781.1 EPS 55.2 616 69.7 79.0
Total . 48,743.0 56,222.8 65,306.5 75,243.1 BV 397.1 4573 526.7 605.3
T T T T 008 13 u
eserve for unexpired ris ! ,282. ,329. ,489.
Net Insurance Premium Earned 465555 528117 59,2652 685819 RoE 149 144 142 140
Investment and other income 17,617.6 16,048.2 21,209.2 24,7715 PIBV 44 38 33 29
Total Insurance Income 641730 688600 804744 933534 3L7 284 250 221
Investment and others 40059 36195 45452 54543  Source: Company, ICICI Direct Research
Retail financing 68,847.0 81,989.5 98,4124 1194209
Windmill 223 240 27.0 29.7
Total 137,0482 154,4929 1834590 218,258.2
Less: Inter-segment revenue 4,104.0 39625 3,708.1 4,078.9
Total revenue 133,822.0 150,530.4 179,7509 214,179.4
Pre-tax profit
Total Insurance 2,295.5 2,1717 2,586.7 29179
Retail financing 22,249.5 25,6015 31,560.0 37,587.0
Investments & others -810.5 -902.6 -1,136.3 -1,363.6
Windmill 138 125 17.5 193
Total PBIT 245590 27,7857 33,0279 39,1606
Less: Interest -810.5 -902.6 -1,136.3 -1,363.6
Profit before tax 237480 26,8832 33,0279 39,1606
Tax -6,190.6 -7,213.7 -9,797.2  -11,704.4
Net profit before minority 17,557.6 19,669.5 23,230.7 27,456.2
Minority and deferred tax adjustmen 8,685.3 9,868.5 12,080.0 14,826.4
Net profit 8,872.3 9,801.0 11,150.7 12,629.9
Source: Company, ICICI Direct Research
Exhibit 5: Growth (%)
(Year-end March) FY25 FY26 FY27E FY28E  (Year-end March) - Growth ratios FY25 FY26 FY27E FY28t
Sources of Funds Gross Written Premium
Shareholders' Funds 723951 779145 84,1958  96,769.7 - Life 139 222 207 17.¢
- Share capitol 1594 159.9 159.9 159.9 - General 46 12.0 10.0 12.(
- R'ese.rvets.Kf Surplus 72,2357 77,7547 840359 966098 | ook Bajaj Finance 5.2 233 243 23
oan funds ,349. ,335. ,533. ,235. .
Defered tax liability (net) 7125 28 7413 7561  Consol Revenues 256 260 17.1 19
Provisions 6767 10183 3098 4158 CONSOIPAT 78 120 132 13:
Currentliabilities 894188 874081 828892 694120 _onsolEffective Tox rate 247 771 27 2¢
Total liabilities 6522316 7584975 910,197.0 10922365  OUTCS Company. ICICI Direct Research
Applications of Funds
Fixed assets 4,279.8 46139 5,075.3 55829
Goodwill on investments in
. 2,3023 2,408.0 689.3 689.3
associates
Investments 53,956.4 48,299.9 57,959.9 69,551.9
Policyholders' Investments 136,173.4 146,1136 1753364 210,403.6
Deferred Tax Assets (net) 1,2015 2,051.1 7855 824.8
Loans 408,490.8 500,016.0 610,0195 750,324.0
Current assets 458274 549950 60,3311  54,860.0
Total Assets 652,231.6 7584975 910,197.0 1,092,236.5
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, MBA, Nivedita Choudhary, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or
employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report 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 in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in
the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as an entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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