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Synopsis 
• The net profit of Scheduled Commercial Banks (SCBs) grew by 3.1% year-on-year (y-o-y) to Rs 0.92 lakh crore 

in Q1FY26, supported primarily by treasury gains (including one-offs by a large private sector bank), which 
offset the muted business growth and margin compression. Meanwhile, sequentially, SCB's net profit declined 
by 2.2%, attributable to margin pressures, tepid credit demand, and increased provisions. 

o The net profit of Public Sector Banks (PSBs) recorded a y-o-y growth rate of 10.9%, as compared to 
Private Sector Banks (PVBs), which declined by 3.9% y-o-y, reaching Rs 0.47 lakh crore and Rs 0.45 
lakh crore, respectively, in Q1FY26. This decrease in profits for PVBs is attributed to stress in 
microfinance and unsecured segments and increased provisions for some PVBs. In contrast, the rise in 
profits for PSBs is mainly attributed to treasury gains, strong recoveries from written-off accounts 
alongside growth in the housing segment for the larger players, and normalised operating costs. 

o Return on Assets (RoA, annualised) of SCBs reached 1.28% in Q1FY26, declining by nine bps y-o-y 
and five bps sequentially due to margin compression (lower lending rates due to rate cuts and lagging 
deposit rates), and rising provisions.  

• SCBs continued to remain adequately capitalised in Q1FY26, with median Capital Adequacy Ratio (CAR) 
increasing by 145 bps y-o-y. 

o PSBs’ and PVBs median Common Equity Tier-1 (CET-1) ratio improved by 187 and 72 bps y-o-y to 
15.3% and 15.6% respectively, with higher retained earnings and reserves bolstering the capital base 
the pace of risk-weighted asset growth remained relatively moderate.  

• The median CAR of both PSBs and PVBs increased by 108 bps and 62 bps y-o-y to 17.7% and 17.1%, 
respectively, supported by capital raising through bond issuances. 

 
PSBs Lead the way since the last Four Quarters in Net Profits 
Figure 1: PSBs’ Net Profit Trend (Rs Lakh, Cr) 

 
 
 
 
 
 
 
 
 
 
 
 

Source: Ace Equity, CareEdge Calculations; Note: Includes 14 PSBs (5 Large + 9 Others). 
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Figure 2: PVBs’ Net Profit Trend (Rs Lakh, Cr)-  Shows Mostly a Downward Trend y-o-y 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ace Equity, CareEdge Calculations; Note: Includes 16 PVBs (3 Large + 13 Others) 
Note: For the profitability analysis for the quarter, the aggregate growth figures have been considered, including one-off gains 
reported by a large private sector bank due to the partial stake sale of its subsidiary. 
 
• Net profit for SCBs saw a growth of 3.1% y-o-y to Rs 0.92 lakh crore in the quarter, owing to a significant rise 

in treasury income (including one-offs), which were offset by rising provisions.  

o PSBs exhibited robust growth and recorded an increase of 10.9% y-o-y to Rs 0.47 lakh crore. PSBs’ 
profitability was significantly buoyed by treasury gains; The gains were due to softening bond yields 
and rate cuts. Additionally, PSBs’ relatively lower CD ratios provided greater lending headroom, 
enabling portfolio expansion. In contrast, PVBs saw a decline of 3.9% y-o-y to Rs 0.45 lakh crore in 
Q1FY26, majorly attributable to stress in microfinance and the unsecured segment and increased 
provisioning for several PVBs. 

 
Figure 3: Movement of RoA for SCBs (annualised, %) 

 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ace Equity, Bank filings, Note: Includes 14 PSBs (5 Large + 9 Other) and 16 PVBs (3 Large + 13 Others). 
 
• RoA of SCBs decreased by nine bps y-o-y to 1.28% in Q1FY26, driven by margin pressures and stress in select 

segments. Sequentially, it witnessed a downtick of six bps attributed to higher provisioning in the current 
quarter. Meanwhile, gains in PSB profitability have cushioned the impact of moderating PVB returns, resulting 
in steadier system-wide RoA. 

o PSBs’ RoA remained flat on a y-o-y basis at 1.05% in Q1FY26, as treasury gains offset margin 
compression and modest loan growth.  
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o PVBs’ RoA slipped by 24 bps y-o-y to 1.65% in the quarter, driven by elevated slippages in the 
microfinance and unsecured segments. Sequentially, PVBs' RoA improved by four bps, mainly 
attributable to significant growth in the other income due to one-off gains observed by one large PVB 
and stable opex. 

Figure 4: Movement of RoA for PSBs (annualised, %)   

 

  

 

 

 

 
 
 
 
 
 
 
Source: Ace Equity, Bank filings, Note: 14 PSBs (5 Large + 9 Others) 
 
Figure 5: Movement of RoA for PVBs (annualised, %)  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ace Equity, Bank filings, Note: 16 PVBs (3 Large + 13 Others) 
 
Sequentially, RoA for other PVBs improved by 34 bps q-o-q to 1.02% in Q1FY26, aided by the absence of the one-
off drag from a bank reporting losses in Q4FY25. 
 
  

1.04
0.96

0.78

1.21
1.07

1.17 1.08 1.14
1.03

0.85 0.92

1.00

0.97 1.00
1.18 1.19 1.24

1.11

0.0
0.2
0.4
0.6
0.8
1.0
1.2
1.4

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26

Large PSBs Other PSBs

2.03
2.15

1.99 2.01 1.92 2.01 1.93 2.00 1.92

1.55 1.51 1.46 1.49

1.84

1.22 1.13

0.68

1.02

0.0

0.5

1.0

1.5

2.0

2.5

Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26

Large PVBs Other PVBs



In Q1FY26, Banks’ Profits Buttressed by Treasury Gains 
 

 

4 
 

Overall, Capital Adequacy remains above the required levels in Q1FY26 
Figure 6: CET-1 Ratio Median (%) – Banks Stand Much Above the Required Level  

 
Source: Banks Presentations and Ace Equity Calculations; Note: 14 PSBs (5 Large + 9 others) and 16 PVBs (3 Large + 13 
Others) were used for Median calculation. The required level does not factor in additional requirements for D-SIBs. 
 
The median Common Equity Tier 1 (CET-1) ratio of SCBs touched 15.5% in Q1FY26, marking an increase of 168 
bps y-o-y and 31 bps sequentially, primarily attributed to improved profitability leading to higher retained earnings, 
an increase in lower-risk-weighted assets like retail mortgages, and capital strengthening by banks. 
 
Figure 7: CAR Median (%): Banks Continue to Remain Above the Required Level Regulatory 

Requirement 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Banks Presentations and Ace Equity Calculations; Note: 14 PSBs (5 Large + 9 others) and 16 PVBs (3 Large + 13 
Others) were used for Median calculation. Systematic Important Banks must maintain a minimum CAR ratio higher than other 
banks (SBI by 60 bps, HDFC Bank by 20 bps and ICICI Bank by 20 bps). 
  
• The median CAR of SCBs improved by 145 bps y-o-y and 13 bps sequentially to 17.6% in Q1FY26 and remained 

well above the regulatory requirement of 11.5%, driven by profitability growth for banks and capital raising via 
bonds. Additionally, there is a favourable shift in the asset mix toward lower-risk-weighted categories, such as 
retail secured loans. 

• The median CAR for PSBs rose significantly by 108 bps y-o-y to 17.7% for Q1FY26, while for PVBs, the median 
CAR rose more modestly by 62 bps y-o-y to 17.1%, as a faster increase in risk-weighted assets partly offset 
capital growth. This expansion in the capital levels was supported by growth in profitability. Additionally, 
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substantial internal accruals from earnings have bolstered reserves, while additional capital has been mobilised 
through bond issuances and capital infusions. 
  

Figure 8: Movement in PSBs’ CET-1  
Bank Q1FY25 Q4FY25 Q1FY26 (y-o-y, bps) (q-o-q, bps) 

SBI 10.25 10.81 11.10 85 29 
CB 12.05 12.03 12.29 24 26 
BoB 13.08 13.78 14.12 104 34 
IB 13.42 15.36 15.26 184 -10 
PNB 13.04 12.33 14.62 158 229 
UBI 13.81 14.98 15.30 149 32 
BoI 14.29 14.84 15.15 86 31 
CBI 13.36 14.73 15.48 212 75 
IOB 14.99 17.13 15.78 79 -135 
BoM 13.40 16.86 16.63 323 -23 
PSB 14.80 15.59 16.02 122 43 
UCO 14.75 16.03 16.36 161 33 
J&K 12.81 12.95 13.68 87 73 
IDBI 20.26 23.51 23.71 345 20 

Source: Banks Presentations and Ace Equity Calculations; Note: 14 PSBs (5 Large + 9 others), Systematic Important Banks 
must maintain a higher ratio than other banks (SBI by 60 bps, HDFC Bank by 20 bps and ICICI Bank by 20 bps).  
 
Figure 9: Movement in PVBs’ CET-1   

Bank Q1FY25 Q4FY25 Q1FY26 (y-o-y, bps) (q-o-q, bps) 
HDFC 17.30 17.70 17.80 50 10 
ICICI 15.20 15.94 15.65 45 -29 
Axis 14.50 14.67 14.68 18 1 
Kotak 21.90 21.10 22.70 80 160 
IndusInd 16.15 15.10 15.48 -67 38 
YES 13.30 13.50 14.00 70 50 
IDFC First Bank 13.34 13.17 12.80 -54 -37 
RBL 13.85 14.06 14.05 20 -1 
Federal 14.17 15.04 14.69 52 -35 
SIB 16.71 17.98 18.25 154 27 
Karnataka 15.90 18.40 18.90 300 50 
Bandhan 14.10 17.90 18.30 420 40 
KVB 15.58 17.12 16.33 75 -79 
DCB 12.36 15.24 15.47 311 23 
Dhanlaxmi 22.55 22.70 22.09 -46 -61 
City Union Bank 14.00 14.30 14.20 20 -10 

Source: Banks Presentations and Ace Equity Calculations; 16 PVBs (3 Large + 13 Others). Systematic Important Banks must 
maintain a higher ratio than other banks (SBI by 60 bps, HDFC Bank by 20 bps and ICICI Bank by 20 bps) 
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Conclusion 
According to Sanjay Agarwal, Senior Director, CareEdge Ratings, “In Q1FY26, SCBs saw a growth in net profit by 
3.1% y-o-y. Supported primarily by treasury gains (including one-offs by a large private sector bank), which offset 
the muted business growth and margin compression. As treasury support fades due to bond yields stabilising, a 
sharper focus on earnings and asset quality will be critical to maintain profitability in the coming quarters. Despite 
policy rate cuts, elevated deposit rates have kept funding costs high and led to slower CASA and NII growth, 
thereby putting pressure on NIMs. While the deposit rates have come off in the last couple of months, the impact 
of the same on NIM compression and rising credit costs would further weigh on the profitability of SCBs. With the 
festive season approaching and credit demand picking up, banks are expected to recover momentum in the second 
half of the fiscal year.” 
 
According to Saurabh Bhalerao, Associate Director, CareEdge Ratings, “PSBs have outpaced PVBs, aided by a lower 
base and relatively lower credit-deposit (CD) ratios, which created greater lending headroom. In the microfinance 
segment and other small-ticket loans, the asset quality issues remain aggravated, mainly for PVBs. The first quarter 
typically remains subdued for banks due to seasonal and weather-related factors. Meanwhile, banks have 
maintained comfortable capital adequacy, with many institutions reporting ratios well above regulatory thresholds, 
underpinned by robust bond issuances, capital infusions through Qualified Institutional Placements (QIPs), and 
plans for further bond raising in the upcoming fiscal year.” 
 

Annexure 

Note: Analysis based on 30 scheduled commercial banks (14 PSBs and 16 PVBs). Prior period numbers would not be comparable 
to earlier reports due to the reclassification of select banks. 
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