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Strong growth momentum; NIM recovery ahead

BFSI - Banks Result Update October 23, 2026

JKBK reported a strong PAT of Rs5.4bn (~+10.6%/29% yoy/qoq; ROA:
1.07%), primarily due to a sharp rise in other income, controlled opex, and
lower provisions. Loan growth was healthy at 24.8% yoy, with RAM
contributing over 60% to YTD incremental credit growth as the bank continued
to diversify beyond its core J&K market. NIM declined by 9bps qoq to 3.17%,
reflecting muted yields and higher cost of funds following mobilization of high-
cost bulk deposits. However, management expects a meaningful NIM recovery
from 3QFY27, supported by a shift toward higher-yielding retail assets, repo
rate transmission, and the gradual run-down of higher-cost bulk deposits. FY27
credit growth guidance has been revised to 14% from 12% earlier, with
potential to outperform at 18% driven by retail momentum. On asset quality
front, GNPA continued to improve, led by lower slippages, with management
also revising its GNPA guidance to remain below 2% from 2.25% earlier. The
bank expects the ECL transition impact to be below the industry average, and
plans to raise Rs10bn in equity and Rs5bn in debt, with the debt issuance
expected in 3QFY27 and the equity raise subject to favorable market conditions.
Management also targets ROA of 1.2%, supported by sustained business
growth, margin recovery, and lower opex and credit costs. JKBK’s shares are
currently trading at Sep-26 PBV of 0.9x.

Healthy loan growth; loan guidance revised; margin recovery from 3QFY27
JKBK reported healthy credit growth of 24.8% yoy/2.4% qoq, with 60% incremental
growth driven by RAM. The bank continued to diversify from its core J&K market (share:
63%). It remains focused on growing the higher-yielding RAM portfolio to improve
portfolio yields, with management expecting retail growth to outpace corporate growth.
Accordingly, FY27 credit growth guidance was raised to 14% from 12% earlier, with
potential to reach 18% if retail momentum sustains; deposit guidance at 12%. NIM
declined by 9bps qoq to 3.17% due to high-cost bulk deposits, leading to higher cost of
funds and flattish yields. Management expects a meaningful NIM recovery from 3QFY27,
supported by repo-rate transmission, a favorable shift in loan mix and the run-down of
high-cost bulk deposits.

GNPA declines; ECL impact to be below industry average

Gross slippages declined to ~Rs1bn/0.4% of loans. This, coupled with better recoveries
and write-offs, led to a 4bps decline in GNPA at 2.2%. NNPA moderated to 0.5%, with
specific PCR increasing to ~77.7%. Management indicated that provisions are expected
to remain at around Rs700-850mn per quarter, with credit costs contained and revised
its FY27 GNPA target to below 2% from 2.25% earlier. The ECL transition impact is
expected to be below the industry average, supported by a prudential buffer of ~Rs3bn.
The bank also plans to raise Rs10bn in equity and Rs5bn in debt with the debt issuance
expected in 3QFY27 and the equity raise subject to favorable market conditions.

Jammu and Kashmir Bank: Financial Snapshot (Standalone)

Y/E Mar (Rs mn) FY22 FY23 FY24 FY25 FY26
Net profit 5,016 11,925 17,672 20,825 23,635
Loan growth (%) 5.3 16.9 13.9 11.1 17.7
NII growth (%) 3.7 21.3 9.7 11.3 1.4
NIM (%) 3.6 4.0 4.0 4.0 3.6
PPOP growth (%) (34.1) 74.5 22.8 28.7 1.9
Adj. EPS (Rs) 6.1 12.1 16.6 18.9 21.5
Adj. EPS growth (%) 0.5 99.3 36.6 14.1 13.5
Adj. BV (INR) 64.6 75.7 95.7 114.0 148.0
Adj. BVPS growth (%) 1.2 17.0 26.5 19.1 29.8
ROA (%) 0.4 0.9 1.2 1.3 1.3
ROE (%) 7.2 14.1 17.1 16.6 15.3
P/E (x) 22.2 11.1 8.2 7.1 6.3
P/ABV (x) 2.1 1.8 1.4 1.2 0.9

Source: Company, Emkay Research
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Earnings call highlights

Outlook on loans, deposits, and margins

B Management guided FY27 credit growth of 14%, with potential to approach 18% if retail
momentum sustains. It also guided deposit growth of 12%, while targeting a CASA ratio
of 42% and ROA of 1.20%.

B GNPA is expected to decline below 2%, with substantial NIM improvement anticipated
from 3QFY27 onward, supported by repo-rate transmission and lower funding costs.

B Management expects quarterly provisions to remain at around Rs700-850mn, with no
material incremental credit-cost pressure.

B The bank plans to raise Rs10bn in equity and Rs5bn in debt, with the debt issuance
expected in 3QFY27 and the equity raise dependent on favorable market conditions.

B Growth was led by the RAM segment, which contributed over 60% to YTD incremental
credit growth.

B Yield on advances remained stable at 8.55%, while the cost of deposits increased to
4.85%, partly reflecting 1Q CASA outflows and high-cost bulk deposits.

B Management expects a substantial improvement in NIM from 3QFY27 onward, driven by
repo-rate transmission across 65% of the loan book linked to EBLR, the shedding of high-
cost deposits, and moderation in deposit rates.

B Management indicated that achieving ROA of 1.20% in FY27 would require ~1.4% ROA
in 2H, which it believes is achievable.

B Management clarified that high-cost funding was primarily raised through certificates of
deposit (CDs) at ~8% in 1QFY27 to meet existing loan commitments; most of these
deposits have since been unwound and are no longer on the balance sheet.

B On the lending rate mix, 65% of the loan book is linked to repo rates (EBLR) and 31%
to MCLR with the remaining ~4% linked to other benchmarks.

Asset quality

B Management expects quarterly provisions to remain at around Rs700-850mn, supported
by the high PCR and declining SMA levels, and reiterated its FY27 GNPA target of below
2%.

B On ECL implementation, management indicated that the estimated impact would be
lower than the industry average, based on its preliminary assessment.

B The bank is carrying a prudential buffer of ~Rs3bn and expects to disclose the estimated
one-time transitional impact in Dec-26, once the assessment is finalized.

Others

B The CASA ratio stood at 41.97% as of 30-Sep-26, with term deposits having outgrown
CASA during the period. Management clarified that the CASA decline was largely due to
customers shifting balances into term deposits rather than losing deposits to competitors.

B Positive CASA inflows in 2Q narrowed the gap. The bank is pursuing salary-account tie-
ups, merchant POS and QR-code transactions, UPI usage, and a proposed five-year
salary-account agreement with the Jammu & Kashmir government. Management targets
a CASA ratio of >42% for FY27.

B Management highlighted several levers to support profitability, including recoveries from
technical write-off (TWQO) accounts, treasury and forex income, cross-selling, and non-
fund-based business.

B The TWO-recovery pipeline is expected to support earnings in both FY27 and FY28. The
bank is also expanding insurance distribution through partnerships with SBI Life and
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HDFC Life, with management expecting volume growth to offset potential pressure on
commission rates.

B Non-fund-based business improved 30-40% qoq. Treasury income was Rs920mn in
2QFY27, while a transaction completed after 30-Sep-26 is expected to contribute over
Rs1bn to profit in 3QFY27.

B Employee costs are expected to remain broadly flat, with a slight decline over the next
two quarters due to retirements. Hiring is likely to resume in late-3QFY27 or early-
4QFY27, with the impact becoming more visible in FY28.

B The MOU-linked personal consumption loan portfolio had contracted last year due to
product revamping and tighter eligibility checks for employees with unfavorable NMI/EMI
ratios, alongside corrective action on elevated SMA-0 accounts. The portfolio has since
recovered, with 1HFY27 disbursements already exceeding total disbursements for FY26.

B The bank addressed the EMI-to-salary mismatch by requiring employees to prepay one
EMI and aligning EMI deductions with salary credit dates. This helped correct the NMI/EMI
ratio and improve repayment discipline.
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Story in charts

Exhibit 1: Strong loan growth driven by RAM segment; healthy

deposit growth led by bulk deposits
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Exhibit 2: The bank remains focused growing outside J&K market
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Exhibit 3: CASA ratio was stable qoq as the bank sees some
shift from CASA to TDs, while it has an enviably higher CASA
ratio, owing to its strong deposit pool in the state of J&K

Exhibit 4: Margins compressed due to higher cost of bulk
deposits; however, the bank expects recovery from 3QFY27
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Exhibit 5: Slippages declined qoq... Exhibit 6: ...this, coupled with higher recoveries and write-offs,
led to improvement in GNPA
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Exhibit 8: Management expects ROA to gradually improve, led by
sustained business growth, margin recovery, and lower opex and
credit costs

Exhibit 7: ROA rose due to higher other income, lower provisions
despite margin compression
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Exhibit 9: The stock is currently trading below its mean value
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Jammu and Kashmir Bank: Standalone Financials and Valuations

Profit & Loss

Balance Sheet

Y/E Mar (Rs mn) FY22 FY23 FY24 FY25 FY26 Y/E Mar (Rs mn) FY22 FY23 FY24 FY25 FY26
Interest Income 80,135 93,551 112,123 125,359 131,452 Share capital 935 1,032 1,101 1,101 1,101
Interest Expense 41,022 46,098 60,087 67,420 72,694 Reserves & surplus 80,137 98,400 121,255 141,418 166,397
Net interest income 39,112 47,453 52,036 57,938 58,758 Net worth 81,072 99,432 122,356 142,519 167,499
NII growth (%) 3.7 21.3 9.7 11.3 1.4 Deposits 1,147,104 1,220,377 1,347,763 1,485,695 1,653,540
Other income 7,440 7,568 8,255 11,368 9,440 Borrowings 23,708 28,923 28,850 23,828 34,310
Total Income 46,552 55,021 60,291 69,306 68,198 Interest bearing liab. 1,170,812 1,249,300 1,376,613 1,509,523 1,687,850
Operating expenses 35,928 36,484 37,523 40,008 38,333 Other liabilities & prov. 54,140 110,890 46,296 42,642 36,591
PPOP growth (%) (34.1) 74.5 22.8 28.7 1.9 Net advances 704,007 822,855 937,625 1,041,987 1,226,410
Core PPOP 9,748 18,145 21,734 28,764 30,173 Investments 338,350 348,292 349,867 412,127 408,219
Provisions & contingencies 3,198 741 (1,077) (39) 286 Cash, other balances 87,850 88,787 81,775 97,599 78,258
PBT 7,427 17,795 23,845 29,337 29,579 Interest earning assets 1,130,207 1,259,933 1,369,267 1,551,712 1,712,887
Extraordinary items 0 0 0 0 0 Fixed assets 19,537 22,715 22,575 21,912 25,325
Tax expense 2,411 5,870 6,173 8,512 5,944 Other assets 156,280 176,975 153,424 121,060 153,728
Income from JV/Associates - - - - - BVPS (Rs) 76.5 84.0 99.6 118.5 152.1
Reported PAT 1) 1] 1] 1] 1] Adj. BVPS (INR) 64.6 75.7 95.7 114.0 148.0
PAT growth (%) 16.1 137.8 48.2 17.8 13.5 Gross advances 752,353 861,928 970,682 1,070,563 1,250,784
Adjusted PAT 5,016 11,925 17,672 20,825 23,635 Credit to deposit (%) 61.4 67.4 69.6 70.1 74.2
Diluted EPS (Rs) 6.1 12.1 16.6 18.9 21.5 CASA ratio (%) 56.6 54.1 50.5 47.0 45.6
Diluted EPS growth (%) 0.5 99.3 36.6 14.1 135 Cost of deposits (%) 3.5 3.7 4.4 4.5 4.5
DPS (Rs) o 5.0 21.5 10.0 13.0 Loans-to-Assets (%) 53.9 56.4 60.7 61.5 64.8
Dividend payout (%) o 43.2 134.0 52.9 60.6 Net advances growth (%) 5.3 16.9 13.9 11.1 17.7
Effective tax rate (%) 32.5 33.0 25.9 29.0 20.1 Deposit growth (%) 6.2 6.4 10.4 10.2 11.3
Net interest margins (%) 3.6 4.0 4.0 4.0 3.6 Book value growth (%) (6.7) 9.7 18.6 19.0 28.4
Cost-income ratio (%) 77.2 66.3 62.2 57.7 56.2 Source: Company, Emkay Research
Shares outstanding (mn) 935.0 1,031.7 1,101.4 1,101.3 1,101.3

Source: Company, Emkay Research

Asset quality and other metrics Valuations and key Ratios
Y/E Mar (Rs mn) FY22 FY23 FY24 FY25 FY26 Y/E Mar FY22 FY23 FY24 FY25 FY26
Asset quality P/E (x) 22.2 11.1 8.2 7.1 6.3
Gross NPLs 65,205 52,044 39,562 36,048 31,248 P/B (x) 1.8 1.6 1.4 1.1 0.9
Net NPLs 16,859 12,971 6,505 7,472 6,875 P/ABV (X) 2.1 1.8 1.4 1.2 0.9
GNPA ratio (%) 8.7 6.0 4.1 3.4 2.5 P/PPOP (x) 14.0 8.0 6.5 5.1 5.0
NNPA ratio (%) 2.4 1.6 0.7 0.7 0.6 Dividend yield (%) 0 3.7 15.9 7.4 9.6
Provision coverage (%) 74.1 75.1 83.6 79.3 78.0 _
Gross slippages 31,309 74,466 11,117 9,529 8,677 NII/avg assets 3.1 3.4 3.5 3.6 3.3
Gross slippage ratio (%) 4.2 8.6 1.1 0.9 0.7 Other income 0.6 0.5 0.5 0.7 0.5
LLP ratio (%) 0.4 0.0 (0.2) 0.1 0.0 Fee income 05 05 05 07 05
NNPA to networth (%) 22.0 14.0 5.7 5.5 4.0 Opex 2.9 2.6 2.5 2.5 2.1
Capital adequacy PPOP 0.8 1.3 1.5 1.8 1.7
Total CAR (%) 13.2 15.4 15.3 16.3 16.6 Core PPOP 0.8 1.3 1.4 1.8 1.7
Tier-1 (%) 11.7 12.3 13.1 14.0 14.4 Provisions 0.3 0.1 (0.1) 0.0 0.0
CET-1 (%) 11.7 12.3 13.1 14.0 14.4 Tax expense 0.2 0.4 0.4 0.5 0.3
RWA-to-Total Assets (%) 55.5 53.0 60.2 60.0 60.0 ROA (%) 0.4 0.9 1.2 1.3 1.3
Miscellaneous Leverage ratio (x) 19.3 17.5 15.3 13.5 12.0
Total income growth (%) (0.8) 15.5 19.0 13.6 3.0 ROE (%) 7.2 14.1 17.1 16.6 15.3
Opex growth (%) 24.8 1.5 2.8 6.6 (4.2) Quarterly data
Core PPOP growth (%) (28.3) 86.1 19.8 32.3 4.9 Rs mn, Y/E Mar Q2FY26  Q3FY26  Q4FY26  QI1FY27  Q2FY27
PPOP margin (%) 12.1 18.3 18.9 21.4 21.2 NII 14,340 14,889 14,875 14,971 15,023
PAT/PPOP (%) 0 0 0 0 0 NIM (%) 3.6 3.6 35 3.3 3.2
LLP-to-Core PPOP (%) 32.8 4.1 (5.0) (0.1) 0.9 PPOP 6,226 7,803 9,108 7,033 7,801
Yield on advances (%) 9.0 9.3 9.9 9.6 8.6 PAT 4,941 5,867 7,978 4,242 5,464
Cost of funds (%) 3.6 3.8 4.6 4.7 4.5 EPS (Rs) 4.5 5.3 72 3.9 4.9

Source: Company, Emkay Research

Source: Company, Emkay Research
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Emkay Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").
Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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RESTRICTIONS ON DISTRIBUTION

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. Except otherwise restricted by laws
or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such
jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument
or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of
any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and their
securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, or will
be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the content of
this research report, in part or in whole, certifies that he or his associated personsl may have served as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment trust;
and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the new listing
applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial Interests2 in relation to an
issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential conflicts of interests
that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as part of a separate and
independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential information held by either the
research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any specific investment banking function
of the EGFSL.

1 An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include
commercial lending conducted at the arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant
notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited |gcResearch Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with
reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her associate/relative’s may have Financial Interest/proprietary positions in
the securities recommended in this report as of October 23, 2026
2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Report

Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research report
during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment recommendations
published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s may have material conflict of interest in the securities
recommended in this report as of October 23, 2026

5. EGFSL, its affiliates and Research Analyst or his/her associate/relative’s may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the October 23, 2026

6. EGFSL or its associates may have managed or co-managed public offering of securities for the subject company in the past twelve months.

7. EGFSL, its affiliates and Research Analyst or his/her associate may have received compensation in whatever form including compensation for investment
banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking or brokerage
services from securities recommended in this report (subject company) in the past 12 months.

8. EGFSL, its affiliates and/or and Research Analyst or his/her associate may have received any compensation or other benefits from the subject company
or third party in connection with this research report.

Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.
BUY >15% upside

ADD 5-15% upside

REDUCE 5% upside to 15% downside

SELL >15% downside

Emkay Global Financial Services Ltd.
CIN - L67120MH1995PLC084899
7th Floor, The Ruby, Senapati Bapat Marg, Dadar - West, Mumbai - 400028. India
Tel: 491 22 66121212 Fax: +91 22 66121299 Web: www.emkayglobal.com

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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OTHER DISCLAIMERS AND DISCLOSURES:

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) -:

EGFSL or its associates may have financial interest in the subject company.
Research Analyst or his/her associate/relative’s may have financial interest in the subject company.

EGFSL or its associates and Research Analyst or his/her associate/ relative’s may have material conflict of interest in the subject company. The research Analyst
or research entity (EGFSL) have not been engaged in market making activity for the subject company.

EGFSL or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of public appearance or publication of Research Report.

Research Analyst or his/her associate/relatives may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of public appearance or publication of Research Report.

Research Analyst may have served as an officer, director or employee of the subject company.

EGFSL or its affiliates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. . Emkay may have issued or may issue other reports that are inconsistent with and reach different conclusion from the
information, recommendations or information presented in this report or are contrary to those contained in this report. Emkay Investors may visit
www.emkayglobal.com to view all Research Reports. 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 research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment
businesses or other associate entities may make investment decisions that are inconsistent with the recommendations expressed herein. EGFSL or its associates
may have received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company
in the past 12 months. EGFSL or its associates may have received any compensation or other benefits from the Subject Company or third party in connection
with the research report. EGFSL or its associates may have received compensation from the subject company in the past twelve months. Subject Company
may have been client of EGFSL or its affiliates during twelve months preceding the date of distribution of the research report and EGFSL or its affiliates may
have co-managed public offering of securities for the subject company in the past twelve months.
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