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Jul-Sep'25 Earnings Preview

Slowdown persists; NIM improvement visible

Slowdown in industrial production, weak capacity utilisation and disruption
due to excess rain is likely to hamper growth for auto financiers in Q2. However,
with the festive season kicking in, we expect an uptick in volumes in H2 due to
the relief from GST cuts. Incremental CoF has already started to taper off and
we expect the movement to continue in Q2. Prefer diversified auto-financiers
(CIFC and SHFL). BAF reported an AUM growth of 24% YoY- commentary
around NIM improvement and pick-up in growth in H2 could be key positives.
We remain wary of asset quality trends for MMFS/ SHFL.

Sluggish growth in auto; diversified players better off: Weak industrial
production, disruption due to excess rain and wait-and-watch approach by
buyers, awaiting lower GST rates likely to impact vehicle sales in Q2. Expect
volumes to see a pick-up as the festive season kicks in, with lower GST rates.
Prefer diversified players (CIFC and Shriram Finance) over pure-play auto
financiers. Disbursement/ AUM growth for MMFS remains weak- at 3%/ 13%
YoY respectively due to high competition. BAF reported a 24% YoY growth in
AUM to Rs 4,622.5 bn. New loans booked grew 26% YoY to 12.2 mn and
company added 4.1 mn new customers in the quarter, taking the total number
of customers to 110.6 mn.

Expect NIM to improve in Q2 with lower CoF: Expect the benefit of
accelerated repo rate cuts to be visible in Q2 with a lower cost of borrowing.
~50% of CIFC's bank borrowings are linked to EBLR which are expected to re-
price in Q2. SHFL expects ~20 bps reduction in CoF in FY26 as incremental
CoF has started to come down. However, negative carry on excess liquidity
to offset the benefit. We expect NIM to improve for MMFS aided by lower
incremental CoF and positive growth in fee income. For BAF, given a lower
interest rate environment, we build an improvement in NIM by ~10 bps in
FY26.

Opex spends to remain high: We expect opex costs to remain elevated as
players invest in digital transformation (BAF) and new business verticals
(CIFC, BAF, SHFL).

Credit cost to remain range-bound in Q2: We expect credit cost to remain
range-bound for CIFC in Q2, factoring in stress in the MSME segment. Expect
improvement in H2 with lower delinquencies in VF, run-down of the CSEL
portfolio and reversals from SARFAESI. Expect credit cost for BAF to range
between 1.85%- 1.95% for FY26 as stress persists in the MSME portfolio.
MMFS has already reported a sequential increase of ~10-20 bps in Stage 3
(3.9%- 4.0% in Q2 vs. 3.8% in Q1FY26) and we build a credit cost of 1.7% for
the quarter. We remain cautious of the asset quality trends for SHFL and
factor a credit cost of 2.1% for Q2.
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Exhibit 2: Q2FY26 Result Preview (Rs mn)

Company Name
NII
PPOP
PAT
NIM (%)
Bajaj Finance
Cost-to-income ratio (%)

Credit cost (%)

Loans and Advances

Borrowings
NIl
PPOP
PAT
Cholamandalam o
Investment and NIM (%)
Finance Cost-to-income ratio (%)
Company
Credit cost (%)
Loans and Advances
Borrowings
NII
PPOP
PAT
Mahindra &
Mahindra NIM ()
F|nanaal Cost-to-income ratio (%)
Services

Credit cost (%)
Loans and Advances

Borrowings
NII
PPOP
PAT
NIM (%)
Shriram Finance
Cost-to-income ratio (%)
Credit cost (%)

Loans and Advances

Borrowings

Q2FY26E
1,12,010
92,790
52,980
9.9

334

2.0
46,72,769
30,24,566
33,282
24,555
11,939
6.9
39.5

18
19,74,106
18,80,100
21,315
14,171
6,763

7.0
41.2
17
12,42,234

11,64,135

60,446

43,338

22,300

87

31.1

2.1

26,28,223

25,03,070

Q2FY25
88,377
73,106
40,137

9.7

332

2.1
37,39,240
24,47,080
27,128
19,221
9,631

6.8

40.6

16
16,35,961
15,77,940
18,106
11,961
3,695

6.9

39.9

2.7
10,85,190

10,32,168

54,641

39,865

20,713

9.2

30.4

22

22,46,547

20,78,196

YoY gr.
(%)

26.7
26.9
32.0
15 bps
14 bps

-15 bps

Q1FY26

1,02,270

84,878

47,653

9.5

32.7

2.0

25.0 444,500

236
22.7
27.8
24.0

9 bps
-113 bps
19 bps
20.7
19.1
17.7
18.5
830

18 bps
129 bps
-96 bps
14.5
12.8

10.6
87

7.7

-45 bps
68 bps
-17 bps
17.0

20.4

29,14,210
31,838
24117
11,359
6.9

376

19
18,76,420
18,13,040
20,122
13,530
5,295

6.9

40.8

2.3
11,83,080
11,08,700

57,725

41,924

21,557

86

317

2.1

25,39,346

24,29,113

QoQ gr.

(%)
9.5

9.3

1.2

33 bps
68 bps
-3 bps
59

38

4.5

1.8

51

2 bps
191 bps
-12 bps
52

3.7

519

4.7
27.7

17 bps
41bps
-55 bps
50

50

4.7

34

34

10 bps
-61bps
2 bps
35

3.0

Financial Services

Remark

Reported 24% YoY growth in AUM to
Rs 4,622.5 bn, in-line with guidance

New loans booked grew 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

Expect a 10 bps improvement in NIM
in FY26, factoring in a lower interest
rate environment

Expect credit cost to range between
1.85%- 1.95% as MSME is seeing
stress; expect Rs 1-1.5 bn of
restructuring in Q2

Expect lukewarm disbursement
growth in VF, resulting in lower
growth in Q2

Expect NIM to improve with the
benefit of rate cuts; 50% of bank
borrowings are EBLR-linked which
should reprice in Q2

Expect opex to be elevated as CIFC
invests in new verticals/ gold loans
and gives out pay-hikes to
employees

Expect credit cost to remain range-
bound in Q2

Being selective in CV because of high
competition from banks- growing in
LCV/ ICV where pricing is decent-
focus on agri/ commodity trade/ rural
movement of goods

Medium-term guidance of mid-teens
disbursement growth

Seeing some improvement in
incremental CoF which should help
NIMs

Credit cost to range between 1.5%-
1.7%

Used CVs continue to lead growth;
new CV segment could see some
pick-up with lower rates. North
impacted due to execess rain; seeing
early signs of recovery in the south
and west markets.

Expects demand to improve from H2.
GST cut will aid consumption and
transport flows going ahead; build
overall growth of ~16%

Factoring a normalizing trend in
liquidity and a reduction in CoF, we
expect NIM to improve

Remain wary on credit cost (2.1% in
Q2FY26E)
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YoY gr.

Company Name Q2FY26E Q2FY25 (%) Q1FY26
NIl 7,188 5,625 27.8 6,792 58
PPOP 6,473 5,433 19.1 7171 (9.7) Expect s!uggish dem_and in the
PAT 4,023 3,448 16.7 4,287 (6.2) automotive ;ector with a slowdown
across certain asset classes
SRRk NIM (%) 55 50 53 bps 54 14 bps
Finance Cost-to-income ratio (%) 310 322  -120 bps 27.7  325bps NIM to be largely stable supported by
Credit cost (%) 0.9 06  26bps 12 -32pps 2 lowerCoF
Loans and Advances 524,872 4,58,646 14.4 5,16,710 1.6 Remain wary of asset quality trends
Borrowings 498,628  4,36,996 14.1 490,875 16
Source: Company, PL
Exhibit 3: Valuation Summary
s/ . CMP TP Mcap P/ABV (x) RoE (%) RoA (%)
Company Name Rating
c (Rs)  (Rs) (Rsbn) Fy25 FY26E FY27E FY28E FY25 FY26E FY27E FY28E FY25 FY26E FY27E FY28E
Bajaj Finance C HOLD 10177 950 6311 65 54 44 36 190 201 213 217 40 43 45 45

Cholamandalam Invt. & Fin.Co. S HOLD 1632 1550 1373 7.3 55 45 37 197 206 213 212 24 24 2.5 26

Mahindra & Mahindra Financial

) C HOLD 283 300 393 19 17 15 13 124 19 128 126 19 18 2.1 2.1
Services

Shriram Finance S HOLD 667 685 1254 2.5 2.2 19 16 155 156 16.0 16.6 31 29 30 32
Sundaram Finance C HOLD 4,427 4750 492 46 40 35 30 15.2 153 149 15.2 2.8 29 30 31
Source: Company, PL S=Standalone / C=Consolidated
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Exhibit 4: Change in Estimates

Target Price

Financial Services

NIl (Rs mn) PPOP (Rs mn) PAT (Rs mn)
FY26E

P % Chng.

0.4% 687.3 682.1 08% 3835 3820 04% 4802 4768 07% 2203 2192 05% 2835 2788 17%

Bajaj Finance HOLD HOLD 950 900  54% 5512 5489

E:”g?andabm W& Lolp HOLD 1550 1500  34% 1382 1401 -13% W16 713 02% 1030 1046  -15% 1254 1259 -04% 540 545 -09% 680 689 -12%
e I R 300 285 54% 867 872  -05% 1029 1020  09% 573 577 -08% 680 671 14% 269 275 21% 349 342 21%
Financial Services

Shriram Finance HOLD  HOLD 685 650 54% 2489 2581  -36% 2002 3029  -42% 1800 1883 -44% 2104 2218  -51% 931 993 -62% 105 1189 -7.0%
Sundaram Finance HOLD  HOLD 4750 4800 -10% 204 284  32% 340 332  25% 286 280  23% 312 306 19% 184 179 24% 207 202 22%
Source: Company, PL C=Current / P=Previous
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Analyst Coverage Universe

Sr.No. Company Name

1 Bajaj Finance

Cholamandalam Investment and Finance Company
HDFC Life Insurance Company

ICICI Prudential Life Insurance Company

Mahindra & Mahindra Financial Services

Max Financial Services

SBI Life Insurance Company

Shriram Finance

O W N oo 0 H» w N

Sundaram Finance

PL's Recommendation Nomenclature

Buy : > 15%

Accumulate : 5% to15%

Hold : +5%to-5%

Reduce : -5%to-15%

Sell : < -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly

Rating

Hold
Hold
BUY
BUY
Hold
BUY
Hold
Hold
Hold

TP (Rs)

900
1,500
900
725
285
1,850
1,925
650
4,800

Financial Services

Share Price (Rs)

959
1,423
759
601
266
1,604
1758
616
4,646
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ANALYST CERTIFICATION
(Indian Clients)

We/I 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, Mumbai, 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 INHOO0000271.

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
interest at the time of publication of this report.

It is confirmed that Ms. Shreya Khandelwal- MBA Finance, CFA, Mr. Dhanik Hegde- CA Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company

oract as anadvisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information
and opinions.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an 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.
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