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Weak core with decline in NIM and elevated slippages; treasury drives profitability

RBL Bank (RBL) reported a weak set of results with a sharp ~40bps QoQ dip in NIM, double-digit NIl de-growth and
unchanged slippages. Reported PAT of INR 2bn (RoA of 0.5%) was supported by massive treasury gains (INR 2.7bn or
~0.7% of assets), INR 2.3bn utilisation of buffer and 500bps QoQ dip in PCR. We emphasise that ex treasury, PPoP
declined nearly ~50% both YoY and QoQ. MFI slippages improved QoQ (along with SMA pool), though were offset by
higher slippages in credit card and secured retail. We emphasise that NIM and RoA for RBL are much leveraged to the
growth and asset quality of high-yielding credit card and MFI, where only gradual revival is likely. We increase our
target multiple from ~0.7x to ~0.85x as NIM seems to have bottomed out and FY27E RoA could still be healthy at ~1%.

Target price is revised to INR 250 (vs INR 210 earlier). Downgrade to HOLD
(from Add). Upside risk: Higher-than-expected growth in credit card and MFI.
Downside risk: Higher-than-expected rise in slippages.

NIM may have bottomed out, but FY26 to be still down sharply YoY

Cost of savings balances declined 60bps sharply QoQ to 5.8% and TD cost
was flattish. However, overall cost of deposits was flattish, which is a bit
surprising. Yields declined massively by 47bps QoQ due to policy rate changes
and unfavourable mix. As a result, NIM declined 39bps QoQ to 4.5%. NIl saw
a massive 13% de-growth YoY. The bank expects further 15-20bps decline in
yields in the near term on residual impact of announced rate cut. However, it
believes NIM should broadly cushioned due to moderation in CoD and should
see visible improvement Q3FY26 onwards. We concur with the bank and
estimate healthy uptick in NIM in H2FY26 driven by favourable mix and lagged
impact of deposits cut, yet we see a massive ~35bps YoY decline in FY26 NIM.

Growth calibrated and driven by secured retail

Overall loans grew 9% YoY (up 2% QoQ), driven by secured retail (up 23%
YoY) and commercial banking (up 32% YoY), while unsecured retail book
declined 10% YoY. Deposits grew 11% YoY with similar growth across CASA
and TD. We estimate loan growth at ~13% YoY for FY26E, driven by secured
and commercial loans. We highlight that secured retail has seen visible uptick
in slippages / GNPA (more so on lagged basis), which could play a spoilsport.

Financial Summary

Y/E March FY24A FY25A FY26E FY27E
NIl (INR bn) 60.4 64.6 64.6 80.4
Op. profit (INR bn) 30.3 36.3 32.9 41.8
Net Profit (INR bn) 11.7 7.0 11.2 16.8
EPS (INR) 194 115 18.4 27.7
EPS % change YoY 31.7 (40.9) 60.8 50.3
ABV (INR) 236.9 253.4 267.1 292.1
P/BV (x) 1.1 1.0 1.0 0.9
P/ABV (x) 11 1.0 1.0 0.9
Return on Assets (%) 0.9 0.5 0.7 1.0
Return on Equity (%) 8.2 4.6 7.0 9.7
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Market Data

Market Cap (INR) 160bn
Market Cap (USD) 1,861mn
Bloomberg Code RBK IN
Reuters Code RATB BO
52-week Range (INR) 273 /146
Free Float (%) 97.0
ADTV-3M (mn) (USD) 35.8
Price Performance (%) 3m 6m 12m
Absolute 433 696 85
Relative to Sensex 39.2 629 8.0
ESG Score 2023 2024  Change
ESG score 65.9 67.5 1.6
Environment 60.0 68.2 8.2
Social 46.0 57.5 115
Governance 81.3 74.5 -6.8

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research
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PPoP down 18% YoY/QoQ despite treasury (0.7% of assets)
Fee growth was soft at 3% YoY. However, the key highlight was massive treasury of
INR 2.7bn or ~0.7% of assets, driving ~33% growth in other income.

Overall opex grew ~12% YoY (up 8-9% QoQ), primarily driven by higher collection
costs, which has moved in-house post the separation of long held partnership on credit
cards. The bank expects collection cost to normalise by FY26-end. The bank expects
overall opex to be around 9-12% YoY.

Despite massive treasury gains, PPoP was down 18% YoY both QoQ and YoY, with
weakness percolating from NIl. Cost to income ratio jumped to >70%. We highlight
that ex-treasury core-PPoP would have been down massively by ~50% YoY and QoQ.

Slippages remain elevated; lower MFI slippages offset by higher
slippages in other retail

We appreciate the detailed asset quality disclosures by the bank. Overall slippages
remained stable (and elevated) QoQ at INR 10.6bn or 4.5% annualised. Wholesale
slippages remained muted at INR 210mn. MFI slippages saw healthy improvement to
INR 3.18bn vs INR 4.7bn QoQ. However, credit card slippages inched up to INR 5.2bn
vs INR 4.8bn QoQ. Importantly, secured retail slippages jumped to INR 2bn vs INR
1.0bn QoQ. Overall recovery and upgrades were also weak, and thus, net slippages
increased QoQ to INR 9.2bn or 3.9% annualised.

MFI SMA pool receding, yet overall FY26 slippages to be elevated

SMA pool in MFI loans improved to INR 2.9bn vs INR 3.8bn QoQ and flattish YoY. The
calculated SMA formation rate has reduced from the last couple of quarters but still
seems elevated at ~4%. In the last four quarters, around 82-87% of overall SMA has
slipped into NPA in the next quarter, suggesting high mortality rate. We acknowledge
improved SMA levels and model steady decline in MFI slippages to INR 1.5bn by
Q4FY26E. Despite building-in moderating MFI and steady INR 5 bn/ INR 1.25bn
slippages in credit card /secured retail, overall slippages may still be INR 35-36bn for
FY26E or ~3.4% of loans. Our credit costs assumption is broadly similar to
management guidance of <2%, though we see PCR declining further to 82% by FY26E.

PCR down QoQ; credit cost aided by part utilisation of buffer
Reported gross NPA increased 9% QoQ; ratio up 18bps QoQ to 2.78%. PCR, which
had seen massive ramp up in Q4FY25, declined 500bps QoQ to 84%. Net NPA ratio
increased 16bps QoQ to 45bps.

Reported credit costs was around ~2% annualised. Majority of credit costs has come
from unsecured retail. The bank has utilised ~INR 2.8bn of contingent provisions, which
was kept against SMA pool of MFI loans. However, RBL has created contingent
provision of INR 0.5bn as 1% of o/s MFI loans. In-effect, it has utilised INR 2.3bn of
earlier contingent provisions. Ex-of contingent provisions, credit cost would have been
~3% annualised.
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Exhibit 1: Q1FY26 result review

Q1FY25 Q1FY26 YoY (%) Q4FY25 QoQ (%)
Financial Highlights (INR mn)

Interest Earned 34,962 34,411 -1.6 34,756 -1.0
Interest Expended 17,963 19,604 9.1 19,126 25
Net Interest Income 17,000 14,807 -12.9 15,630 -5.3
Other Income 8,055 10,695 32.8 10,000 6.9
Total Income 43,017 45,106 4.9 44,756 0.8
Total Net Income 25,054 25,501 1.8 25,630 -0.5
Staff Expenses 3,680 4,746 29.0 4,480 5.9
Other operating expenses 12,783 13,726 7.4 12,539 9.5
Operating Profit 8,591 7,030 -18.2 8,612 -18.4
Provision & Contingencies 3,663 4,423 20.8 7,851 -43.7
Provision for tax 1,213 603 -50.3 74 720.4
Reported Profit 3,715 2,003 -46.1 687 191.7
Advances (INR bn) 867 944 8.9 926 2.0
Deposits (INR bn) 1,014 1,127 11.2 1,109 1.6
Gross NPA (INR mn) 23.8 26.9 13.0 24.7 8.9
Gross NPA (%) 2.69 2.78 9 bps 2.60 18 bps
Net NPA (INR mn) 6.4 43 -32.9 2.7 58.4
Net NPA (%) 0.74 0.45 -29 bps 0.29 16 bps
Provision Coverage (%) 73.1 84.0 1090 bps 89.0 -498 bps

Source: Company data, I-Sec research

Exhibit 2: Sharp decline in core profitability but RoA supported by strong treasury

RoAs Tree (%) 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26
Interest Income 10.1 10.2 10.1 9.9 9.7 9.3
Interest Expense 5.2 5.2 5.5 5.5 53 53
NII 4.8 5.0 4.6 4.5 4.3 4.0
Non-interest income 2.6 2.3 2.7 3.0 2.8 2.9
- Fee income 2.5 2.2 2.4 2.4 2.7 2.1
- Trading gains 0.1 0.1 0.3 0.6 0.1 0.7
Net Revenue 7.5 7.3 7.3 7.5 7.1 6.9
Opex 4.8 4.8 4.7 4.7 4.7 5.0
Reported PPoP 2.7 25 2.6 2.8 2.4 1.9
Core PPoP 2.5 2.4 2.3 2.2 2.3 1.2
Provisioning 1.2 1.1 18 3.3 2.2 1.2
PBT 14 1.4 0.8 (0.5) 0.2 0.7
Tax 0.4 0.4 0.2 (0.6) 0.0 0.2
ROAs 1.1 1.1 0.6 0.1 0.2 0.5
Leverage 9.1 9.1 9.1 9.2 9.2 9.4
RoEs 9.7 9.9 5.8 0.8 1.8 5.1

Source: I-Sec research, Company data
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Exhibit 3: Segmental stress details
Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26

Slippages (INR Mn)

Wholesale (A) 150 420 700 20 - - 40 210
Retail (B) 5,260 6,240 6,090 7,180 10,260 13,090 10,530 10,380
Credit card 3,340 3,740 3,780 4,400 6,600 5,670 4,790 5,230
MFI 600 1,000 1,620 1,470 2,400 5,360 4,720 3,180
Other retail 1,320 1,500 690 1,310 1,260 2,060 1,020 1,970
Total Slippages (C=A+B) 5,410 6,660 6,790 7,200 10,260 13,090 10,570 10,590
Slippages % annualized
Wholesale (A) 0.2 0.5 0.8 0.0 - - 0.0 0.2
Retail (B) 4.8 5.4 5.0 53 7.5 9.5 7.6 7.3
Credit card 8.9 9.4 8.9 10.1 15.1 13.1 11.2 12.2
MFI 3.5 5.9 8.6 8.1 13.8 328 328 23.4
Other retail 2.4 25 1.1 1.8 1.7 2.6 1.2 23
Total Loans (C=A+B) 2.84 3.33 3.23 3.32 4.67 5.79 4.56 4.49
Gross NPAs %
Wholesale (A) 35 3.3 2.8 2.9 2.8 25 1.3 1.3
Retail (B) 3.0 3.1 2.6 2.6 3.0 33 3.6 3.9
Credit card 3.1 3.1 1.8 2.1 2.7 2.1 1.6 1.8
MFI 2.2 3.1 4.2 5.6 7.9 14.1 21.2 23.7
Other retail 3.2 3.1 2.7 2.2 2.0 1.7 1.5 1.8
Total Loans (C=A+B) 3.12 3.12 2.65 2.69 2.88 2.92 2.60 2.78
Net NPAs %
Wholesale (A) 0.6 0.5 0.3 0.3 0.3 0.2 0.1 0.1
Retail (B) 0.9 1.0 1.0 1.0 1.1 0.7 0.4 0.7
Credit card 0.4 0.4 0.5 0.5 0.6 0.5 0.4 0.5
MFI 1.0 1.6 2.4 2.9 4.1 2.1 - 1.4
Other retail 1.2 13 1.0 0.8 0.7 0.6 0.5 0.7
Total Loans (C=A+B) 0.78 0.80 0.74 0.74 0.79 0.53 0.29 0.45

Source: Company data, I-Sec research
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Exhibit 4: Loan mix

(INR mn) Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 YoY % QoQ %
C&lB 2,46,660 257,250 2,35780 2,33,950  2,44,280 2,51,870 2,53,880 7.7 0.8
Commercial Banking 89,120 91,150 93,900 97,650 1,07,850 1,17,280 1,24,190 323 5.9

Wholesale 3,35,770  3,48,400 3,29,680 3,31,600 3,52,130 3,69,150 3,78,070 14.7 2.4
Business Loans 75,700 81,610 81,820 88,370 98,590 1,11,620 1,16,560 42.5 4.4
Credit Cards 195,110 2,09,260 2,13,820  2,14,190 1,72,880 1,71,330 1,71,910 (1.2) 0.3
Personal Loans 35,470 38,880 39,880 39,170 37,220 32,450 30,530 (23.4) (5.9)
Microfinance 68,270 75,110 72,530 69,710 65,320 57,520 54,350 (25.1) (5.5)
Housing Loans 59,150 62,600 66,960 74,470 78,850 81,770 83,100 24.1 1.6
Retail Agri 16,310 17,210 14,580 14,170 14,360 15,090 15,290 4.9 13
Rural Vehicle Finance 19,970 22,210 21,590 22,790 25,990 27,540 28,600 325 3.8
Others 29,200 23,470 66,050 63,530 58,770 59,720 65,890 (0.2) 10.3

Retail 4,63,710 491,470 537,370 5,47,230 5,551,990 5,57,030 5,66,250 5.4 1.7

Total Advances 7,99,490 8,39,870 8,67,040 8,78,820 9,04,120 9,26,180 9,44,310 8.9 2.0

(% of total) Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26
C&IB 31 31 27 27 27 27 27
Commercial Banking 11 11 11 11 12 13 13

Wholesale 42 41 38 38 39 40 40
Business Loans 9 10 9 10 11 12 12
Credit Cards 24 25 25 24 19 18 18
Personal loans 4 5 5 4 4 4 3
Microfinance 9 9 8 8 7 6 6
Housing Loans 7 7 8 8 9 9 9
Retail Agri 2 2 2 2 2 2 2
Rural Vehicle Finance 2 3 2 3 3 3 3
Others 4 3 8 7 7 6 7

Retail 58 59 62 62 61 60 60

Total Advances 100 100 100 100 100 100 100

Source: Company data, I-Sec research

Exhibit 5: NIM falls sharply to 4.50% Exhibit 6: NIl declined YoY
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Source: Company data, I-Sec research
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Exhibit 7: Opex growth under control Exhibit 8: PPoP declined YoY
Opex YoY % change PPoP YoY % change
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Exhibit 9: Slippages stable QoQ
Ann. slippages (as a % of loans)
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Source: Company data, I-Sec research
Exhibit 10: Net NPA increases QoQ
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Source: Company data, I-Sec research
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Exhibit 11: SMA 0 +1 +2 trend
SMA Position (Rs. In crore)

294 616 545 378 292
129 .
SMA Position back to Q1 FY25 levels
176
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78 148
273 82
148 176 105 109
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mSMAO0 mSMAT mSMA2
Source: I-Sec research, Company data
Exhibit 12: Shareholding pattern Exhibit 13: Price chart
% Dec'24 Mar‘25 Jun‘25 350 1
Promoters 0.0 0.0 0.0 zgg
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MFs and other 124 15.3 29.2 Z.50 |
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Source: Bloomberg, |-Sec research Source: Bloomberg, I-Sec research
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Financial Summary
Exhibit 14: Profit & Loss

(INR mn, year ending March)

FY24A FY25A FY26E FY27E

Interest income 1,23943 1,440,391 144,215 1,68,545
Interest expense 63,514 75,761 79,658 88,150
Net interest income 60,429 64,630 64,557 80,395
Non-interest income 30,429 38,062 42,238 46,038
Operating income 90,858 1,02,692 1,06,795 1,26,433
Operating expense 60,550 66,424 73,880 84,663
Staff expense 14,922 17,344 20,149 23,345
Operating profit 30,308 36,268 32,915 41,770
Core operating profit 28,723 33,568 29,415 40,270
Provisions & 17,785 29587 18171 19321
Contingencies
Pre-tax profit 12,523 6,681 14,744 22,449
Tax (current + deferred) 844 (272) 3,639 5612
Net Profit 11,679 6,954 11,206 16,837
Adjusted net profit 11,679 6,954 11,206 16,837

Source Company data, I-Sec research

Exhibit 15: Balance sheet

(INR mn, year ending March)

FY24A FY25A FY26E FY27E

Cash and balance with 144166 125596 119548 1,27,592
RBI/Banks
Investments 295,759 3,21,648 3,47852 3,81,733
Advances 8,39,869 9,26,183 10,47,115 11,95,130
Fixed assets 5,324 5,772 6,494 7,268
Other assets 99,205 88,057 1,07,190 1,31,043
Total assets 13,84,322 14,67,255 16,28,199 18,42,765
Deposits 10,34,936 11,09,435 12,54,000 14,25,687
Borrowings 141,841 137,338 152,446 169,215
Other liabilities and 59581 64413 55377 65997
provisions
Share capital 6,051 6,079 6,079 6,079
Reserve & surplus 1,41,913 1,49,989 160,298 1,75,788
Total equity & liabilities 13,84,322 14,67,255 16,28,199 18,42,765
% Growth 19.5 6.0 11.0 13.2

Source Company data, I-Sec research

Exhibit 16: Key ratios
(Year ending March)

FY24A FY25A FY26E FY27E
No. of shares and per
share data
No. of shares (mn) 605 608 608 608
Adjusted EPS 19.4 115 18.4 27.7
Book Value per share 245 257 274 299
Adjusted BVPS 237 253 267 292
Valuation ratio
PER (x) 13.6 23.0 14.3 9.5
Price/ Book (x) 1.1 1.0 1.0 0.9
Price/ Adjusted book (x) 1.1 1.0 1.0 0.9
Dividend Yield (%) 0.6 0.4 0.6 0.8
Profitability ratios (%)
Yield on advances 12.9 12.7 11.7 12.2
Yields on Assets 9.7 9.8 9.3 9.7
Cost of deposits 5.7 6.0 5.7 55
Cost of funds 5.0 5.3 5.1 5.1
NIMs 5.2 49 4.5 5.0
Cost/Income 66.6 64.7 69.2 67.0
Dupont Analysis (as % of
Avg Assets)
Interest Income 9.7 9.8 9.3 9.7
Interest expended 5.0 5.3 5.1 5.1
Net Interest Income 4.8 4.5 4.2 4.6
Non-interest income 2.4 2.7 2.7 2.7
Trading gains 0.1 0.2 0.2 0.1
Fee income 23 25 25 2.6
Total Income 7.1 7.2 6.9 7.3
Total Cost 4.8 4.7 4.8 4.9
Staff costs 12 12 13 13
Non-staff costs 3.6 34 35 35
Operating Profit 24 25 2.1 24
Core Operating Profit 2.3 24 1.9 2.3
Non-tax Provisions 14 2.1 1.2 11
PBT 1.0 0.5 1.0 1.3
Tax Provisions 0.1 0.0 0.2 0.3
Return on Assets (%) 0.9 0.5 0.7 1.0
Leverage (x) 9.0 9.4 9.6 10.0
Return on Equity (%) 8.2 4.6 7.0 9.7
Asset quality ratios (%)
Gross NPA 2.7 2.6 2.8 2.6
Net NPA 0.7 0.3 0.5 0.5
PCR 72.7 89.0 82.0 82.0
Gross Slippages 35 4.9 3.8 3.0
LLP / Avg loans 1.9 4.0 2.2 1.9
Total provisions / Avg loans 23 34 1.8 1.7
Net NPA / Networth 42 17 3.2 3.2
Capitalisation ratios (%)
Core Equity Tier 1 14.4 14.1 13.2 12.7
Tier 1 cap. adequacy 14.4 14.1 13.2 12.7
Total cap. adequacy 16.2 155 145 138

Source Company data, [-Sec research
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