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Change in Estimates

Current Previous
FY27E FY28E FY27E FY28E
Rating HOLD HOLD
Target Price 1,030 950
NIl (Rs.) 6,60,249 811,419 6,87,255 8,39,591
% Chng. (3.9) (3.4)
PPoP (Rs.) 4,62,087 569,499 4,80,197 5,88,140
% Chng. (3.8) (32)
EPS (Rs.) 436 54.3 457 56.5
% Chng. (4.6) (3.9)

Key Financials - Consolidated

Y/e Mar FY25 FY26E FY27E  FY28E
Netintinc. (Rsm) 429,548 537,579 660,249 811,419

Growth (%) 23.0 251 228 229
Op. Profit (Rsm)  3,00,457 373,569 4,62,087 569,499
PAT (Rs m) 167,795 211461 270,413 3,37,193
EPS (Rs.) 27.0 341 436 543

Gr. (%) 147 260 279 247
DPS (Rs.) 27 34 44 54

Yield (%) 02 03 04 05
Margin (%) 97 97 96 95
ROAE (%) 19.0 195 208 213
RoAA (%) 40 42 43 44
PE (x) 4011 319 249 200
P/BV (x) 6.8 57 47 39
P/ABV (x) 69 59 48 40
Key Data BJFN.BO | BAF IN

52-W High / Low

Rs.1,103 / Rs.644

Sensex / Nifty 83,535/ 25,574
Market Cap Rs.6,751bn/ $ 76,117m
Shares Outstanding 6,222m
3M Avg. Daily Value Rs.7559.38m
Shareholding Pattern (%)
Promoter’s 54.66
Foreign 2197
Domestic Institution 15.41
Public & Others 7.96
Promoter Pledge (Rs bn) -
Stock Performance (%)

™ 6M 12M
Absolute 6.0 25.6 57.6
Relative 4.7 19.4 499
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Bajaj Finance (BAF IN)

Rating: HOLD | CMP: Rs1,085 | TP: Rs1,030

Lower growth in FY26; credit cost elevated
Quick Pointers:
" AUM to grow 22%-23% in FY26 due to curtailment in MSME

B Credit cost continues to be elevated at 2% due to stress in captive auto and
MSME portfolio

AUM grew steady at 24% YoY to Rs 4,622.5bn. While festive season spend saw
a strong uptick of 29%, BAF has lowered its overall growth guidance to 22% -
23% in FY26 due to cutdown in the MSME portfolio. While the company is seeing
strong traction in new verticals (Cars, Gold, MFI) and new customer addition,
we revise our growth outlook to 23%/ 24% for FY26/ FY27E. Expect FY26 NIM
to remain stable aided by a lower cost of borrowing. Credit cost remained
elevated in the quarter (~2%) on account of continued stress in the captive
auto/ MSME portfolio. While commentary indicated a healthy trend in early-
stage delinquencies, we remain wary and build a higher credit cost of 2% for
FY26E. We cut our FY26/FY27E estimates by 4%/5% and assign a multiple of
4.2x on Sep’27 ABV with a TP of Rs 1,030. Maintain HOLD.

" Expect AUM growth of ~23% in FY26: AUM grew 24% YoY/5% QoQ to Rs
4,622.5 bn, driven by Mortgages (+25% YoY), Sales Finance (+23% YoY),
Consumer B2C (+25% YoY) and commercial lending (+27 YoY%). New
businesses- car loans, MF| and gold continue to see strong traction. While
company has seen a strong momentum in consumption finance during the
festive season (+29% YoY), it has lowered overall AUM growth guidance to
22%- 23% in FY26E (vs. 24% -26% earlier). This is on account of (1) curtailing
disbursements in the MSME portfolio due to higher stress -cut 25% of
unsecured MSME volumes resulting in lower AUM growth of ~10%-12% (2)
slower growth anticipated in the mortgage portfolio. New loans booked in
2QFY26 were +26% YoY to 12.2 mn and BAF added 4.1 mn new customers in
the quarter, taking the total number of customers to 110.6 mn. Company
remains confident of adding ~17 mn new customers in FY26. Expansion in new
verticals (Gold/MFI/Cars), partnership with Bharti Airtel and strong customer
addition run-rate is likely to aid growth. However, it will be offset by lower
disbursements in the MSME portfolio. We lower our AUM growth guidance to
~23% (in-line with guidance) for FY26E to account for the slowdown in MSME.
Post FY26E, we expect AUM to growth 24%/ 23% in FY27E/ FY28E led by new
business verticals.

"  Expect NIM to remain stable in FY26: NIl grew 22% YoY/ 5% QoQ and NIM
(calc.) remained stable QoQ at 9.5%. Cost of funds (reported) improved by 27
bps QoQ to 7.52% and company expects it to trend between 7.55%- 7.60% in
FY26. We expect NIM to remain stable in FY26E, aided by a lower cost of
borrowing. Cost/ Income Ratio stood at 32.6% (+8 bps QoQ) and we build
some improvement in FY26/ FY27E led by higher operating efficiencies
(GenAl capabilities, service and contact centers). With a focus on growth in
new and secured verticals, we expect BAF to deliver RoOA/RoE of 4.4%/ 21%
by FY28E.
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®  Credit costs elevated; continued stress in auto/ MSME: Headline
GNPA/NNPA deteriorated to 1.24%/ 0.6% vs. 1.03%/ 0.50% in Q1FY26 and
PCR stood at 52%. Given over-leveraging and elevated stress in MSME
lending, company has cut 25% of its unsecured MSME volumes and expects a
lower growth of 10%- 12% for this portfolio. It has also cut exposure to the
captive 2W/3W segment (contributing ~2% of AUM) currently. While credit
cost stood elevated in the quarter (~2%), company is seeing an improvement
in early-bucket delinquencies (ex-MSME) and expects it to range between
1.85%- 1.95% for FY26E. We remain conservative and build a higher credit cost
of 2% for FY26E. Post FY26E, we expect a moderation to 1.8%, as the stress in
MSME subsides and the share of captive 2W/3W in the portfolio runs down.

Exhibit 1: Q2FY26 Result Overview (Rs mn)

Y/e March Q2FY26 Q2FY25 Q2FY26E Q1FY26 H1FY26 H1FY25
NIl 107,847 88,377 22.0 112,010 (3.7) 102,270 5.5 210,117 172,030 22.1
Spread (%) (calc) 95 9.7 -16bps 9.9 -31bps 9.5 1bps 96 9.8 -26bps
Other income 4,114 5,106 (19.4) 4,544 (9.5) 4,986 (17.5) 47,719 41,675 14.5
Net Revenue 131,728 109,495 20.3 139,271 (54) 126,108 45 257,836 213,705 20.7
Opex 42,959 36,390 18.1 46,481 (7.6) 41,230 4.2 84,189 71,099 18.4
PPOP 88,769 73,106 21.4 92,790 (4.3) 84,878 4.6 173,647 142,606 21.8
Provisions 22,688 19,091 18.8 22,150 2.4 21,202 7.0 43,890 35,938 22.1
PBT 66,081 54,015 22.3 70,640 (6.5) 63,676 3.8 129,757 106,668 21.6
Tax 16,604 13,877 19.6 17,660 (6.0) 16,023 3.6 32,627 27,41 19.0
ETR (%) 251 25.7 25.0 25.2 25.1 25.7
PAT 49,478 40,137 23.3 52,980 (6.6) 47,653 3.8 97,131 79,257 22.6
Business Metrics
AUM 4,622,500 3,739,240 236 4,622,500 - 4,414,500 4.7 4,622,500 3,739,240 236
Borrowings 3,974,009 2,447,080 62.4 3,024,566 314 2,914,210 36.4 3,974,009 2,447,080 62.4
Asset Quality Metrics
GNPA (%) 123 1.06 -17bps 0.98 -25bps 1.02 -21bps 1.23 1.06 -17bps
NNPA (%) 0.59 0.45 -14bps 0.43 -16bps 0.49 -10bps 0.59 0.45 -14bps
PCR (%) 51.8 571 -531bps 56.1 -431bps 519 -14bps 51.8 571 -531bps

Source: Company, PL

Exhibit 2: Change in Estimates

Revised Estimate Earlier Estimate Change in estimates
FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E
Net interest income (Rsmn) 537,579 660,249 811,419 551,189 687,255 839,591 -2.5 -39 -3.4
Operating profit (Rsmn) 373,569 462,087 569,499 383465 480,197 588,140 -2.6 -3.8 -32
PAT (Rsmn) 211,461 270,413 337,193 220,259 283,509 350,875 -4.0 -4.6 -39
ABVPS (Rs) 185 225 274 188 231 283 -1.5 -2.6 -3.0

Source: PL
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Exhibit 3: One-year forward P/ABV of BAF trades at 4.8x
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Source: Company, PL

Q2FY26 Concall Highlights

Growth

The company has adopted a prudent stance on AUM growth, now guiding for
22-23% YoY growth for FY26 (earlier 24—25%), reflecting risk moderation in
the MSME and Captive auto portfolio

MSME business growth expectations moderated to 10-12% for FY26,
following a 25% volume cut in unsecured MSME disbursements

Consumer finance segment saw strong festive momentum (Navratri-Diwali),
with 6.3mn loans disbursed, registering 27% YoY growth in volumes and 29%
in value thereby aiming to add ~17mn new customers by FY26

Gold Loan business continues to scale rapidly and is expected to grow to ~Rs
160bn by FY26, with a long-term target of Rs 300bn AUM by FY27. Company
plans to expand business operations by opening 900 new branches by FY27
and converting 500 existing branches into Gold Loan branches

The captive 2/3W financing business which contributes 1.5% of AUM but ~9%
of total loan losses, continues to be phased out as planned, aiding overall asset
quality improvement in FY27

Operating Profitability

Cost of funds improved by 27 bps QoQ to 7.52%. Full-year FY26 CoF is
expected to range between 7.55-7.60%

Management intends to maintain NIMs at current level and pass on the
benefits to customers underscoring a balance between growth and
competitiveness

Fee and other income growth is guided at 13-15% YoY for FY26

Asset quality

Full-year FY26 credit cost is expected to be range-bound between 1.85-1.95%
with significant improvement expected in FY'27 as risk actions materialize
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® The phasing out of high-loss segments is expected to lower loan loss to
average AUM ratios from H2FY26 onwards

®  Portfolio quality ratings for rural B2C and MFI segments improved from
“yellow” to “green” indicating improvement in these segments

Other highlights

®  Alimplementation and FINAI transformation initiatives are progressing across
businesses; expected to yield cost and productivity benefits over the next 12-
18 months.

®  The Board approved the elevation of Mr. Manish Jain as the fourth Deputy
CEO, who will additionally oversee the Loans Against Securities, Commercial
Lending and Deposits businesses alongside his current role as MD of BFSL.

Exhibit 4: AUM grew steady at 24% YoY
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Exhibit 5: AUM mix over the past quarters
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Exhibit 6: Customer addition run-rate/ new loans booked remains strong

=== Total franchise (mn)
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Exhibit 7: NIM (%) remained stable during the quarter Exhibit 8: Cost to income ratio (%) has improved QoQ
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Exhibit 9: Headline asset quality has weakened due to stress in MSME/ auto

mmm GNPA (%) s NNPA (%) —8—PCR (%)
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Exhibit 10: GNPA (%)- 2W/ 3W finance & MSME seeing stress  Exhibit 11: Credit cost (%) stood elevated during the quarter
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Exhibit 12: Funding mix over the past quarters
mBanks mMoney markets m Deposits = ECB
1 0 2 2 5 5 4 4 4
28 29 21 20 20 20
47 48
48 47 53 48
23 24 S0 30 2 28
T T T T T T T T
< < < n [Te) n wn (o] g
N N N N N N N N
ai = =
¢} (¢} g o a (¢ (¢} &) (¢}

Source: Company, PL

November 11, 2025 6



EsTD

PL Capital

INSTITUTIONAL

o) PRABHUDAS LILLADHER EOUITlES

Income Statement (Rs. m)

Y/e Mar FY25 FY26E FY27E FY28E
Int. Inc. / Opt. Inc. 6,77256 8,228,755 9,87975 12,14,472
Interest Expenses 2,47,708 291177 327,726 4,03,053
Net interest income 4,29,548 5,37,579 6,60,249 8,11,419

Growth(%) 230 25.1 22.8 229
Non-interest income 20,170 21,275 28,592 35,280
Growth(%) 50.8 55 34.4 234
Net operating income 4,49,718 558,853 6,88840 8,46,699
Expenditures
Employees 75,083 93984 114,048 139,719
Other Expenses 74,178 91,300 112,705 137,481
Depreciation - - - -
Operating Expenses 1,49,261 185284 2,226,754  2,77,200
PPP 3,00,457 3,73,569 4,62,087 5,69,499
Growth(%) 255 24.3 237 232
Provisions 79,660 91,372 1,01,536 1,719,908
Profit Before Tax 2,20,796 2,82,198 3,60,551 4,49,590
Tax 53,002 70,737 90,138 1,12,398
Effective Tax rate(%) 24.0 251 25.0 25.0
PAT 1,67,795 21,461 270,413  3,37,193
Growth(%) 16.1 26.0 27.9 24.7

Balance Sheet (Rs. m)

Y/e Mar FY25 FY26E FY27E FY28E
Source of funds
Equity 6,209 6,209 6,209 6,209
Reserves and Surplus 9,88,127 11,70,314  14,19,581 17,29,733
Networth 994,336 11,76,523 14,25,789 17,35941

Growth (%) 28.8 18.3 212 218
Loan funds 27,52,180 33,33,722 39,46,079 45,09,607
Growth (%) 24.9 211 18.4 14.3
Deferred Tax Liability - - - -
Other Current Liabilities - - - -
Other Liabilities 8,16,859 10,75,020 15,34,444 22,05,632
Total Liabilities 45,63.375 55,85,265 69,06,312 84,51,180
Application of funds
Net fixed assets 121,547 133023 159,098 189,657
Advances 4166610 51,118,869 63,52,606 78,10,562
Growth (%) 277 229 24.1 230
Investments - - - -
Current Assets 2,75218  3,33,372 394608 4,50,961
Net current assets 2,75,218  3,33,372 3,94,608 4,50,961
Other Assets - - - -
Total Assets 45,63,375 55,85,265 69,06,312 84,51,180
Growth (%) 214 224 237 224
Business Mix
AUM 41,66,610 51,18,869 63,52,606 78,10,562
Growth (%) 26.0 229 24.1 230
On Balance Sheet 41,66,610 51,18,869 63,52,606 78,10,562
% of AUM 100.00 100.00 100.00 100.00
Off Balance Sheet - - - -
% of AUM - - - -

Profitability & Capital (%)

Y/e Mar FY25 FY26E FY27E FY28E
NIM 97 9.7 9.6 9.5
ROAA 4.0 42 43 4.4
ROAE 19.0 19.5 20.8 213

Source: Company Data, PL Research

Quarterly Financials (Rs. m)

Bajaj Finance

Y/e Mar Q3FY25 Q4FY25 Q1FY26 Q2FY26
Int. Inc. / Operating Inc. 157,682 163,591 171,447 1,77,960
Income from securitization 17,002 16,642 18,852 19,767
Interest Expenses 63,856 65,520 69,177 70,113
Net Interest Income 1,10,828 114,714 1,21,122 1,27,614

Growth (%) 236 22.7 216 222
Non-Interest Income 5930 4,542 4,986 4114
Net Operating Income 1,16,757 1,19,256 1,26,108 1,31,728

Growth (%) 256 22.7 21.0 20.3
Operating expenditure 38,670 39,493 41,230 42,959
PPP 78,088 79,763 84,878 88,769

Growth (%) - - - -
Provision 20,433 23,289 21,202 22,688
Exchange Gain / (Loss) - - - -
Profit before tax 57,654 56,474 63,676 66,081
Tax 14,572 11,018 16,023 16,604
Prov. for deferred tax liability - - - -
Effective Tax Rate 253 19.5 252 25.1
PAT 43,082 45,456 47,653 49,478

Growth 18 19 22 23
AUM 39,80,430 4166610 44,4500 46,22,500
YoY growth (%) 28.0 26.0 246 236
Borrowing 25,567,550 27,52180 29,14,210 39,74,009
YoY growth (%) 27.8 249 259 62.4

Key Ratios

Y/e Mar FY25 FY26E FY27E FY28E
CMP (Rs) 1,085 1,085 1,085 1,085
EPS (Rs) 27.0 341 436 543
Book value (Rs) 160.2 189.5 2297 2796
Adj. BV(Rs) 157.2 185.5 225.0 2741
P/E(x) 401 319 249 20.0
P/BV(x) 6.8 57 47 39
P/ABV(x) 6.9 59 4.8 4.0
DPS (Rs) 27 3.4 4.4 54

Dividend Payout Ratio(%) - - - -

Dividend Yield(%) 0.2 0.3 0.4 0.5

Asset Quality

Y/e Mar FY25 FY26E FY27E FY28E
Gross NPAs(Rs m) 39,650 58,978 70,892 85,618
Net NPA(Rs m) 18,340 25,053 28,708 34,486
Gross NPAs to Gross Adv.(%) 1.0 12 11 11
Net NPAs to net Adv.(%) 0.4 0.5 0.5 0.4
NPA coverage(%) 53.7 57.5 59.5 59.7

Du-Pont as a % of AUM
/e Mar FY25 FY26E FY27E FY28E
NII 10.3 10.6 10.6 10.6
NIl INCI. Securitization 10.3 10.6 10.6 10.6
Total income 10.8 1.0 1.0 1.0
Operating Expenses 36 37 3.6 36
PPOP 72 7.4 7.4 7.4
Total Provisions 19 1.8 1.6 1.6
RoAA 4.0 42 43 4.4
Avg. Assets/Avg. net worth 47 47 4.8 49
RoAE 19.0 19.5 20.8 213

Source: Company Data, PL Research
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Price Chart Recommendation History

1200 1 No. Date Rating TP (Rs.) Share Price (Rs.)
1000 1 1 07-Oct-25 Hold 950 1,017
800 1 2 25-Jul-25  Hold 900 959
600 ~ 3 08-Jul-25  Hold 900 925
400 - 4 30-Apr-25 Hold 9,000 9,093
200 A
§ 8 8 3 8 I I3 I3 3 &8 3 Y
SERRRRRRER S
Analyst Coverage Universe
Sr.No. CompanyName Rating TP (Rs) Share Price (Rs)
1 Bajaj Finance Hold 950 1,017
2 Cholamandalam Investment and Finance Company Hold 1,725 1,704
3 HDFC Life Insurance Company BUY 900 761
4 ICICI Prudential Life Insurance Company BUY 710 597
5 Mahindra & Mahindra Financial Services Hold 300 300
6 Max Financial Services BUY 1,850 1,604
7 SBI Life Insurance Company Hold 1,950 1,903
8 Shriram Finance BUY 875 749
9 Sundaram Finance Hold 5,000 4,691

PL’'s Recommendation Nomenclature (Absolute Performance)

Buy : >15%

Accumulate : 5% to15%

Hold ;. +5% to-5%

Reduce ;. -5%to-15%

Sell o < -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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We/l, Ms. Shreya Khandelwal- MBA Finance, CFA, Mr. Dhanik Hegde- 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbeai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0O000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.

PL or its associates might have received compensation from the subject company in the past twelve months.

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

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.
PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
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