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Margin drags overall performance, revival expected in H2...

About the stock: Kotak Mahindra Bank is one of the leading private sector banks in
India providing a wide array of banking and financial services, boasting around X
6,93,624 crore in customer assets.

e It spans over 2154 branches and 2927 ATMs

e Consistent in delivering superior RoA of 2+% and RoE of 13+%

Q1FY26 performance: Kotak Mahindra Bank reported a weak Q1FY26, impacted
by sharp margin compression and elevated credit costs. Advances grew 14.1% YoY
(4.2% QoQ), led by strong corporate growth, while unsecured retail slowed.
Deposits rose 14.6% YoY, with term deposits up 19% YoY, though CASA ratio
declined to 40.9%. NIM dropped to 4.65% (vs 4.97% in Q4), affected by day count,
asset repricing, and lower unsecured mix. Slippages rose to 1,812 crore, mainly
from retail CV and rural segment. Credit cost increased to 93 bps, while
GNPA/NNPA inched up to 1.48%/0.34%. PAT stood at 3,282 crore.

Investment Rationale

e Growth steady, but margin pressure to linger near term: Management
continues to target credit growth at 1.5-2x of nominal GDP, led by
consumer banking (16% YoY), wholesale banking (13% YoY). While
unsecured growth is expected to revive gradually as personal loan
disbursements scale and traction in credit cards improves post new
product launches. On the margin front, NIM declined 35 bps QoQ to 4.65%
in Q1FY26, impacted by repo rate cuts, run-down in unsecured mix, and
seasonal factors. Management expects NIMs to bottom out in Q2, with
recovery over next 3—-4 quarters aided by term deposit repricing (avg. TD
tenor: 9-12 months), SA rate cuts (down to 2.5% vs 3.25% avg in Q1), and
CRR benefit from September’25. Deposit mix optimisation & improving
asset mix are expected to cushion further pressure and aid margin in H2.

e MFI and retail CV weigh on slippages, core portfolio healthy: Asset
quality pressures were primarily driven by MFI and retail CV stress, with
slippages rising to 1,812 crore (up 22% QoQ) and credit cost at 93 bps
(vs 64 bps in Q4FY25), GNPA/NNPA stood at 1.48%/0.34%, with PCR at
77%. Management believes MFI credit cost has peaked and expects
moderation from H2, while personal loans and credit cards have stabilised.
SME and business banking remain healthy and largely secured, while retail
CV stress is being addressed through calibrated disbursement. On the cost
front, C/I ratio saw near-term impact from tech and marketing spends, but
is expected to improve as tech investments reap benefit.

Rating and Target Price

®  While revival is seen in growth momentum, margins & credit cost face
headwinds. Management expects recovery in H2, amid levers including
CRR, repricing of liabilities and secured MSME book.

® We expect the bank to deliver ~15% CAGR in business and RoA at 2-2.1%.
Maintaining multiple for standalone bank at 2.4x FY27E BV and assigning
X600 for subsidiaries, we revise our target price to 2350 (earlier 2,400).
Recommend a Buy rating.

Key Financial Summary
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Promoter 26 26 26
Fll 33 33 33
DIl 29 29 29
Others 13 12 12
Price Chart
2500 1 T 30000
2000 24000
1500 N 18000
1000 12000

500 6000

U T T T T T T U
= o= A 9 a3 =
g =23 =32

Kotak Mahindra Bank |[LHS)
Mifty Index

(i) Sustained stress in retail CV and
MFI

(i) Slower than expected deposit
repricing

Research Analyst

Vishal Narnolia
vishal.narnolia@icicisecurities.com

CA Parth Chintkindi
parth.chintkindi@icicisecurities.com

= crore FY23 FY24 Fyzs SYSArCAGR o6  Fy27e 2 YS9r CAGR
(FY22-FY25) (FY25-27E)

NIl 21,552 25993 28,342 19%  30.888 35,891 13%

PPP 14848 19,587 24,526 27% 23,276 27,050 5%

PAT 10,939 13,782 19,970 33% 14,437 17,546 -6%

ABV 415 481 580 647 731

P/E 35.9 28.5 19.6 27.2 22.4

P/ABV 4.8 4.1 3.4 3.1 2.7

RoA 2.4 25 31 20 21

RoE 14.0 15.3 18.8 117 12.6

Source: Company, ICICI Direct Research
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Concall highlights and outlook

Performance and growth outlook

¢ Management expects overall credit growth to remain healthy, aligned
with the bank’s stated strategy of growing advances at 1.5-2x of
nominal GDP.

e Retail Secured Loans:

o Mortgage (Home Loans & LAP): Continue to focus despite
irrational pricing in the home loan market; LAP demand
remains strong.

o Business Banking: Strong pipeline and granular SME growth
expected to continue, led by working capital demand.

e Retail Unsecured Loans:

o Personal Loans: Growth to be maintained with focus on
salaried, digitally acquired customers. Portfolio showing
stable flows and healthy collection efficiency.

o Credit Cards: Traction to improve with launch of new
products (Solitaire, IndiGo); expected to scale over coming
quarters.

o MFI: Disbursements being cautiously restarted; stress has
peaked in Q1. Bank expects recovery in H2FY26, aided by
new risk-based underwriting models.

e Retail CV & CE:

o Remains under pressure, especially in retail goods transport;
disbursement curtailed.

o Bank expects improvement post-monsoon and festive
season; will remain cautious in retail CV.

e Tractor Finance:

o Positive outlook supported by normal monsoon and

favourable Kharif crop; credit costs may moderate in H2FY26.
e  Wholesale Banking:

o Mid-market and SME lending to drive growth; shift towards
flow-based business (trade, transaction banking) over long-
tenure loans.

o Large corporates to remain pricing-challenged; bank prefers
capital-light, relationship-led model.

e Fixed-rate SA rates have been cut to 2.5% (from 3.25% average in Q1);
benefit to accrue meaningfully from Q2.

e Aspirational mix of unsecured loans in medium term: ~15% of book
(currently ~9.7%)

Margins

¢ NIM declined to 4.65% (down 35 bps QoQ) due to:
o Repo cutimpact
o Loan mix shift (lower unsecured loans)
o Seasonal day-count impact
¢ Repo Rate Transmission:
o  Only partial impact of 50 bps June cut seen in Q1; full impact
to play outin Q2.
o Margin recovery expected over next 3-4 quarters through:
=  Deposit repricing (9-12M TD tenure)
=  SA rate cuts (down to 2.5% from 3.25% avg in Q1)
= CRR cut benefit from Sep onwards
e After arepo cut, it takes broadly 3 months to flow through completely
on assets side

Opex and credit cost

e Gross slippages rose to 1,812 crore (vs 1,488 crore in Q4FY25);
Credit cost at ~93 bps in Q1.

e Asset quality: GNPA at 1.48%, NNPA at 0.34%, PCR at 77%.

e Credit costrise largely due to MFI, retail CV stress and lower recoveries
from legacy corporate book.
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e Migration to individual risk-based underwriting from JLG in MFI is
underway which will significantly improve underwriting mechanism
and thus asset quality.

e Growth in opex expected to remain controlled despite increased
acquisition spend:

o Techinvestments (~13.5% of CapEx) to drive efficiency (notably in
payroll)

o Onboarding via 811 and card business will increase variable opex,
but matched by revenue pickup

e Marketing spends were high on account of restart of 811 and cards
offering.

e Karnataka issues in Jan-Feb’25 have contributed to credit cost in MFI

Other updates

e Fee wasimpacted due to lower credit card fee and lower deal income.

e Launched Solitaire for affluent customers — bundling investments,
protection, loans, cards.

e Continued investments in digital platforms like Kotak Fyn and
revamped Kotak 811.

¢ Cross-sell momentum improving, especially through 811 and Solitaire
platforms

Exhibit 1: Variance Analysis
Q1FY26 Q1FY25YoY (%) Q4FY25 QoQ (%) Comments
Higher growth in advances QoQ offset by

NIl 7,259 6,842 6.1 7,284 -0.3 . .
margin compression
NIM (%) 5 5 -37 bps 5 -32 bps Elevated CoF and lag in repricing of laibilities
Surge in treasury and fees income
Other Income 3,080 2,929 5.2 3,182 -3.2 . .
(embargo in last fiscal)
Net Total Income 10,339 9,771 5.8 10,466 -1.2
Staff cost 2,066 1871 104 2,106 -19
Other Operating Expenses 2,710 2,647 2.4 2,888 -6.1 Steady opex
PPP 5564 5,254 5.9 5,472 1.7
Provision 1,208 578 108.8 909 32.8 Higher credit cost 0.93% vs 0.64% Q4FY25
PBT 4356 4,676 -6.8 4,563 -4.5
Tax Outgo 1,074 1,156 -7.1 1,011 6.2
Elevated provision and margin pressure
PAT 3,282 3,520 -6.8 3,552 -7.6 . ]
impacted earnings
Key Metrics
GNPA 6,638 5,477 212 6,134 8.2 Increase owing to higher slippages
NNPA 1,531 1,376 11.2 1,343 14.0
Robust growth across retail and corporate
Advances 444,823 389,957 14.1 426,909 4.2
segment
Deposits 512,838 447,418 14.6 499,055 2.8 Moderation in CASA ratio to 40.9%

Source: Company, ICICI Direct Research
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Financial Summary

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Interest Earned 45,7989 52919.7 57,860.8 66,334.2 Valuation
Interest Expended 19,805.7 24,5780 269725 30,4435  No.of Equity Shares 198.2 198.2 198.2 198.2
Net Interest Income 259932 283418 30,8883 358907 EPS 695 1008 728 88.5
Growth (%) 20.6 9.0 9.0 16.2 BV 487.6 586.9 658.3 745.1
Non Interest Income 10,273.1 14961.1 13,288.8 14,7753 ABV 481.2 580.1 647.2 7309
P/E 28.5 19.6 27.2 224
Net Income 36,266.3 43,3029 44,177.1 50,666.1 P/BV a1 34 31 27
Operating expense 16,678.8 18,776.4 209015 23,615.7
. P/ABV 4.1 34 3.1 2.7
Gross profit 19,5875 245265 23,2757 27,0504 Yields & Mardins (%
Provisions 1573.7 29424 3,896.7 3,4987 . .
Toxes 42321 51340 49416 60057 Yield on avg earning assets 8.9 8.8 8.4 8.5
Avg. cost on funds 4.6 4.8 4.6 4.5
Exceptional item 0.0 35199 0.0 00 Net Interest Margins 5.1 4.7 4.5 4.6
Net Profit 13,781.6 19,9700 14,4373 17,546.0 Avg. Cost of Deposits 45 48 4.7 46
growth (%) 26.0 44.9 -27.7 215 Yield on average advances 10.2 10.1 9.7 9.8
EPS 69.5 100.8 72.8 88.5 Quality and Efficiency (%)
Source: Company, ICICI Direct Research Cost / Total net income 46.0 43.4 47.3 46.6
Credit/Deposit ratio 83.8 86.0 86.3 86.4
GNPA 1.4 1.4 15 1.4
NNPA 0.3 0.3 0.4 0.5
RoE 153 188 11.7 12.6
RoA 25 31 2.0 21
Source: Company, ICICI Direct Research
(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Sources of Funds Total assets 22.6 15.0 140 143
Capital (incl PCNPS) 994.0 994.1 994.1 994.1  Advances 17.6 135 154 15.1
ESOPS 79.3 94.3 943 943 Deposits 236 10.6 14.9 15.0
Reserves and Surplus 95,645.5 115,319.9 129,468.5 146,6635  rotalIncome 26.7 19.4 2.0 14.7
Networth 967188 116,4083 1305568 1477519  \etinterestincome 206 9.0 90 162
. Operating expenses 21.0 12.6 113 13.0
Deposits 448,953.7 496,595.0 570,607.8 656,301.7 Operating profit 319 5.2 51 162
Borrowings 28,368.1 48,4428 53,918.0 60,393.6 Net profit 26.0 449 277 215
Other Liabilities & Provisions  26,316.4 28,886.4 32,010.8 35,500.2 Book value 15.8 204 12.2 13.2
Total 600,357.0 690,332.4 787,093.4 899,947.4 EPS 26.0 44.9 277 215
Source: Company, ICICI Direct Research
Applications of Funds
Fixed Assets 2,1553 23589 2,747.1 3,176.8
Investments 155,403.8 181,907.4 197,524.3 215,723.7
Advances 376,075.3 426,909.2 492,637.6 566,865.1
Other Assets 13,9343 13,3778 24,0778 39,134.1
Cash with RBI & callmoney 52,7884 65,779.2 70,106.6 75,047.8
Total 600,357.0 690,332.4 787,093.4 899,947.4
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%
: =
ﬂfc.fcl direct.com| NO
l’nns(-mnﬁ::owfmn{rrps BHOKEH
ICICI Securities Ltd, |[@l 75 asmine
"\__ Analhyst Award 2012 T
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

1/We, Vishal Narnolia, MBA, Parth Parmeshwar Chintkindi, CA, 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. Bhavesh Soni 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 a 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 Atrtificial Intelligence tools for preparation of this Research Report
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