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Potentially Faster NIM Recovery and Growth Pick-up to Aid Re-rating! 
Summary 
FY25 was a tough year for Kotak Mahindra Bank (KMB) with the regulatory restrictions on 
digital on-boarding of customers through the 811 channel and issuing new credit cards, 
hampering credit growth and weighing on margins for most of the year. Despite these 
challenges, KMB utilised the embargo period to define its go-to-market strategy alongside 
digitising and automating the customer journey to ensure the easing of banking, while 
overhauling its tech infrastructure and capabilities. The bank’s focus remained on growing the 
secured assets while maintaining asset quality. In FY25, despite these challenges coupled with 
headwinds in the unsecured segments, KMB delivered credit/deposit growth of 13.5/11% YoY. 
Asset quality challenges were visible in the unsecured segments, while secured segments 
continued to behave well. Asset quality remained steady in FY25. 
 

Key Highlights   
• Financial Performance: As the bank re-worked its growth strategy amidst the embargo 

and persisting asset quality pain in the unsecured segments, KMB pivoted towards pursuing 
growth in the secured segments. The bank continued to balance between Savings 
Accounts, ActivMoney, and Retail TDs to drive deposit growth, while aiming at containing 
CoF. In FY25, KMB delivered Credit/Deposit growth of 13.5/11% YoY, while maintaining 
LDR at 85.5% vs 83.8% in FY24. NIM pressures were visible owing to (i) slower growth in 
the higher-yielding unsecured segments, (ii) increasing CoF and (iii) challenges on CASA 
deposits. Resultantly, NIMs contracted by 36 bps YoY in FY25, consequently keeping NII 
growth muted at 9% YoY. Non-interest income grew by 11% YoY, driven by healthy fee 
income growth (+13% YoY, in line with advances growth). Opex growth was controlled and 
grew by ~13% YoY, largely in line with business growth despite the investments towards 
tech overhaul. However, due to a softer top-line growth, the C-I Ratio appeared higher at 
47.2% vs 46% in FY24. PPOP grew by 7% YoY. KMB realised a one-time gain from the 
stake sale in Kotak General Insurance (KGI) of Rs 35.2 Bn, aiding earnings growth for the 
bank. Credit costs remained elevated in the unsecured portfolio, driven by pressures in the 
MFI, Personal Loans, and Credit Card portfolio, while they remained under control in the 
secured/corporate portfolio. Thus, credit costs stood at 0.7% vs 0.5% YoY, partially 
weighing on earnings. PAT grew by 19% YoY, enabling KMB to deliver RoA/RoE of 
2.1/12.6%. 

• Asset Quality: In FY25, as stress in the unsecured segments surfaced, slippages during 
the year inched up, with the slippage ratio at 1.6% vs 1.4% in FY24. However, the bank 
ramped up and strengthened its collection efforts, enabling it to maintain steady asset 
quality metrics. GNPA/NNPA stood at 1.42/0.31% vs 1.39/0.34% in FY24. 

• Operational Review:  Risk-weighted Assets (RWA) stood at Rs 5,196 Bn (+14% YoY) and 
constituted ~75% of Total assets vs. 76% in FY24. The bank continues to remain well-
capitalised with CRAR/Tier I capital of 22.1/21.1%. 

 

Key Competitive Strengths: (a) Strong brand name; (b) Diversified portfolio with gradual shift 
towards unsecured products, though capped at 15% of portfolio; (c) Strong deposit franchise 
with a healthy CASA Franchise; (d) Strong capital adequacy; (e) Strengthened digital 
proposition. 
 

Growth Drivers: (a) Outperformance on NIMs in a declining interest rate cycle; (b) Improving 
growth trajectory with pick-up in unsecured segments; (c) Strong earnings growth potential; (d) 
Healthy asset quality with steady credit costs to support healthy earnings growth. 
 

Outlook & Valuation 
We expect KMB to deliver healthy Advances/NII/Earnings growth of 17/17/12*% (*incl one-time 
gain from stake sale in KGI in FY25) CAGR over FY25-28E. We believe KMB remains well-
positioned to maintain margins in a rate-cut environment, supported by accelerating growth in 
the higher-yielding unsecured segment, coupled with rate-cut actions on deposits. This should 
help the bank limit the impact of the rate cuts on NIMs. Asset quality challenges seem to be 
waning away with fresh stress accretion trending downwards in the unsecured portfolios (ex-
MFI) and secured asset quality holding up well. Thus, credit costs are expected to taper from 
H2FY26 onwards. The bank could continue to incur opex towards new product roll-out, branding 
campaigns and tech enhancement, keeping opex ratios in a tight range. We expect KMB to 
deliver steady RoA/RoE of 2.1-2.2%/13-14% over FY26-28E. We recommend a BUY on the 
stock with a revised target price of Rs 2,525/share, implying an upside of 17% from the 
CMP. We value the core book at 2.5x FY27E ABV (vs its current valuation of 2.3x FY27E 
ABV) and assign a value of Rs 644/share to subsidiaries. 
 

Key Financials (Standalone) 
(Rs Bn) FY25 FY26E FY27E FY28E 

NII 283 321 385 454 

PPOP 210 242 293 349 

Net Profit 165 158 193 231 

EPS (Rs.) 82.7 79.6 97.1 116.1 

ABV 582.9 659.7 753.3 865.3 

P/ABV 3.8 3.4 2.9 2.6 

NNPA (%) 0.3 0.3 0.3 0.3 

ROA (%) 2.1 2.1 2.2 2.2 
Source: Company, Axis Securities Research 

 (CMP as of 21st July, 2025) 

CMP (Rs)  2,165 

Upside /Downside (%) 17% 

High/Low (Rs)  2,302/1,679 

Market cap (Cr) 4,30,417 

Avg. daily vol. (6m) Shrs. 42,11,496 

No. of shares (Cr) 198.8 

 

Shareholding (%)  

 Sep-24 Dec-24 Mar-25 

Promoter 25.9 25.9 25.9 

FIIs 33.4 32.5 32.7 

MFs / UTI 16.7 17.4 17.3 

Others 24.0 24.2 24.1 

 

Financial & Valuations  

Y/E Mar (Rs. Cr) FY26E FY27E FY28E 

NII 321 385 454 

PPOP 242 293 349 

Net Profit 158 193 231 

EPS (Rs.) 79.6 97.1 116.1 

ABV 659.7 753.3 865.3 

P/ABV 3.4 2.9 2.5 

NNPA (%) 0.3 0.3 0.3 

RoA (%) 2.1 2.2 2.2 

 

Change in Estimates (%) 

Y/E Mar  FY26E FY27E 

NII  0.0 +1.5 

PPOP  +0.5 +0.4 

PAT  +0.6 +0.5 
 
 

Relative Performance 

Source: AceEquity, Axis Securities Research  
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FY25 Story in Charts 

 

Exhibit 1: Healthy credit and deposit growth despite 

embargo while maintaining steady LDR… 

 
 

Exhibit 2: …Credit growth driven by secured segments, 

amidst regulatory restrictions 

 
 

Source: Company, Axis Securities Research 

 
 
Exhibit 3:  Advances mix shifts slightly towards secured products 

 
Source: Company, Axis Securities Research 

 
 

Exhibit 4: Increasing CoF and faster growth in lower-yielding 

segments weighed on margins… 
  

 

Exhibit 5: …Opex growth controlled, muted  

top-line growth kept Opex ratios higher 

 

Source: Company, Axis Securities Research 

79.9%

87.0%
88.1%

83.8%

85.5%

72%

76%

80%

84%

88%

92%

150000

250000

350000

450000

550000

FY21 FY22 FY23 FY24 FY25

Advances Deposits LDR (%)

93.1%
90.0% 88.2% 89.5%

6.9%
10.0% 11.8% 10.5%

60%

65%

70%

75%

80%

85%

90%

95%

100%

FY22 FY23 FY24 FY25

Secured Unsecured

24% 28% 29% 28% 30%

10%
10% 9% 10% 10%3%
4% 5% 5% 6%

2%
2% 3% 4% 3%9%
8% 9% 10% 10%11% 9% 9% 7% 7%4% 4% 4% 4% 4%0% 1%

2% 3% 2%

26% 26% 23% 23% 22%

9% 8% 7% 7% 8%

2% 2% 2% 3% 3%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

FY21 FY22 FY23 FY24 FY25

Home Loans  and LAP Consumer Bank WC (Secured) PL, BL and Consumer Durables Credit Cards

CV, CE Agri Division Tractor Loans Retail Microfinance

Corporate SME Others

4.5%

4.7%

5.3% 5.3%

5.0%

4.0%

4.2%

4.4%

4.6%

4.8%

5.0%

5.2%

5.4%

5.6%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

FY21 FY22 FY23 FY24 FY25

Yield on Advances Cost of Deposits NIMs

2.3%

2.6%

3.0% 3.1%
2.9%

1.5%

2.0%

2.5%

3.0%

3.5%

40.0%

42.5%

45.0%

47.5%

50.0%

FY21 FY22 FY23 FY24 FY25

C-I Ratio C-A Ratio



 

  

 
   3 

 

Exhibit 6: Despite marginally higher slippages, Asset 

quality remained steady…  

  

Exhibit 7: …Slippages inched up owing to unsecured 

portfolio stress 

  
Source: Company, Axis Securities Research 

 

 

Exhibit 8: RoA delivery of 2%+ despite multiple headwinds  

(% of total assets)…  

  FY21 FY22 FY23 FY24 FY25 

NIM 4.1% 4.1% 4.7% 4.8% 4.4% 

Fee 
income 

0.9% 1.0% 1.2% 1.3% 1.2% 

Opex 2.3% 2.6% 3.0% 3.1% 2.9% 

Credit 
Costs 

0.7% 0.2% 0.1% 0.3% 0.5% 

RoA 1.9% 2.1% 2.3% 2.5% 2.1% 

RoE 12.4% 12.5% 13.8% 15.0% 12.6% 
 

Exhibit 9: …KMB remains well capitalised to steer 

medium-term growth 

 

Source: Company, Axis Securities Research 
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Key Operating Highlights 

a) Navigating the Embargo: In Apr’24, the RBI barred KMB from onboarding new customers digitally 

and issuing new credit cards, owing to problems in the credit card focused on: 

a. Protecting the existing customer base and deepening relationships with customers. 

b. Accelerating the execution of the technology strategy to achieve resilience and appropriate 

capacity. 

c. Meet regulatory data cybersecurity standards. 

While these restrictions will have had a direct bearing on the growth in the retail segment, the 

customer onboarding in the corporate, commercial, and private banking segments is not entirely 

digital, and the impact would have been meaningful. While credit card growth faced headwinds, the 

bank tried to recoup the lost opportunity through assisted physical journeys through branches and to 

existing customers. However, issues with the platform caused delays in statement generation and 

communication. As a corrective action, KMB redefined its go-to-market strategy with two apps, 

the new Kotak Mobile Banking App and the new 811 App, targeting affluent and core 

customers, respectively. The embargo was lifted in Feb’25, post which the bank resumed customer 

onboarding digitally and issuance of credit cards, though in a risk-calibrated approach. 

 

b) Credit Growth Driven by Secured Products: KMB delivered a healthy advances growth of ~13.5% 

YoY, primarily driven by the secured segment. The de-growth in the unsecured segments was owing 

to the embargo on digital on-boarding and credit card issuance, along with a cautious lending 

approach amidst macro challenges, especially in the MFI portfolio (2% mix in portfolio). Resultantly, 

the share of unsecured products reduced to 10.5% vs 11.8% in FY24. 

During the year, credit growth was mainly driven by retail and SME segments – Home Loans/LAP 

(+19% YoY), SME book (+31% YoY), Consumer Durable Loans (+24% YoY). The bank continued to 

maintain its leadership position in the tractor financing (+13% YoY). KMB’s strong disbursements in 

the CV/CE segment facilitated market share gain during the year, enabling the portfolio to grow at a 

robust pace of 17% YoY. The bank continues to strategically expand its asset base to small and 

medium enterprises in the Agri Value Chain and Gold Loans segments. The bank continued its 

granular growth strategy with the SME and mid-market segments. The bank reported a strong 26% 

YoY growth in New-to-bank (NTB) customers in the SME business. 

Growth in the corporate segment (+6% YoY) was moderate, owing to the bank’s focus on short-term 

and working capital lending to optimise returns and manage interest rate risk more effectively, in a 

reducing interest rate scenario. During FY25, the bank continued to strengthen its Trade and Supply 

Chain offerings through digital offerings, driving increased share of customer flows and higher liability 

and fee incomes. 

 

c) Deposits Growth Healthy; Focus on ActivMoney: The bank’s deposits grew by 11% YoY in FY25, 

driven by a strong 18% YoY growth in ActivMoney Deposits. KMB has a granular deposit base, with 

CASA and Retail TDs forming 78% of total deposits. CASA ratio declined to 43% vs 45.5% in FY25. 

The growth in CASA deposits was impacted by a higher interest rate environment and resultant 

alternative opportunities available to depositors to deploy funds at a higher return. During the year, 

the bank focused on acquiring better-quality customers with higher saving potential through the 811 

App. During the year, the bank also strengthened its branch network by adding 200 branches with a 

KMB re-worked its 

growth strategy amidst 

the embargo and 

persisting asset quality 

pain in the unsecured 

segments, KMB 

pivoted towards 

pursuing growth in the 

secured segments 

Challenges on Deposit 

mobilization persisted 

throughout FY25 with 

competitive intensity 

high. Deposit growth 

led by TDs, CASA 

Ratio decline in-line 

with industry trends 
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focus on garnering granular deposits. The bank will continue to augment its distribution network 

across 3 modes – branch, digital and voice, which will enable deeper, omnichannel engagement with 

customers, resulting in higher growth in the retail deposit base, in particular CASA and ActivMoney 

deposits. The deposit concentration (Top-20 depositors) has also declined to 8.7% in FY25 vs 9.2% 

in FY24. 

 

d) Strengthening the 811 Proposition: The Kotak811 App offers a wide suite of products, including 

Savings Accounts, Term Deposits, Debit cards, Credit cards, Loans, Investments and Protection 

plans. During the year, KMB integrated advanced technologies and data analytics to enhance 

customer experience and accelerate growth. Post the lifting of restrictions, KMB started the 

acquisition of better quality, high-savings potential customers with the revamped Kotak811 App. This 

digital push was further complemented by the field staff who were encouraged to co-create multiple 

products at the time of the onboarding, particularly aimed at increasing the wallet share of the 

customers and product penetration. The app continues to remain the bank’s growth engine in digital 

SA acquisition and cross-selling of retail products. 

 

e) NIM pressures surface driven by multiple headwinds: The margin decline of 36 bps during FY25 

was sharp and an outcome of multiple factors, such as a) challenges in garnering CASA deposits, b) 

an increase in the CoF, in line with the RBI actions, c) transition of the loan product mix towards 

lower-yielding corporate and secured assets owing to the embargo. Despite these headwinds, the 

bank was able to defend its margins at ~5% for the year. The bank had been proactively taking steps 

to arrest the quantum of NIM contraction as the embargo gets lifted and, in a rate cut scenario. KMB’s 

focus remained on a) Increasing the proportion of granular deposits with a focus on CASA 

mobilisation, and b) Accelerating growth in the unsecured segments comprising personal loans and 

credit cards post the removal of the embargo. 

 

f) Opex Growth In-line with Business Growth: KMB’s Opex growth was broadly in line with business 

growth at ~12% YoY despite its accelerated investments towards strengthening its tech platform to 

comply with the regulatory requirements. However, owing to a muted top-line growth, the C-I Ratio 

inched up to 47.2% from 46% in FY24. C-A Ratio, on the other hand, improved YoY to 2.9% vs 3.1% 

in FY24, aided by healthy balance sheet growth. Additionally, the bank added 200 branches during 

the year vs 168 branches in FY24, as the bank shifted towards physical customer sourcing in light of 

the regulatory restrictions imposed by the RBI. 

 

g) Asset Quality Stress Manageable: KMB witnessed stress in the consumer retail loan portfolio, 

particularly in the credit cards and microfinance, primarily due to customer overleveraging. 

Resultantly, it witnessed elevated slippages in these segments and as a corrective action, the bank 

deployed specialised collection teams to manage this stress alongside tightening credit filters for 

newer acquisitions. Resultantly, the slippages in the credit cards segment have plateaued, while 

slippages in the personal loans segment have seen a declining trend by the end of FY25. However, 

the stress in the MFI sector continues to remain elevated. With stringent credit filters and tighter 

underwriting norms in place, the credit quality of the new acquisitions in the unsecured portfolios had 

been holding up well over the year. On the contrary, the asset quality trends in corporate and other 

Margins took a hit 

owing to (a) slower 

growth in higher 

yielding unsecured 

segments, (b) lower 

CASA mix and (c) 

increased CoF 

Asset Quality broadly 

stable despite higher 

slippages given 

pressures on asset 

quality in the 

unsecured segments – 

MFI, Credit Cards and 

Personal Loans 
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secured businesses continue to remain benign, with credit costs under control. Slippages in FY25 

inched up owing to the stress in the unsecured segments, with the slippage ratio at 1.6% vs 1.4% in 

FY24. However, GNPA/NNPA remained largely steady at 1.42/0.31% vs 1.39/0.345 in FY24. Credit 

costs increased significantly to 73 bps in FY25 vs 45 bps in FY24. 

 

h) Strong Capital Adequacy: The bank remains adequately capitalised with CRAR/Tier I capital of 

22.1/21.1% which allows the bank to maintain a strong base to have long-term stability, planned 

business growth, and provide cushioning in times of risk. The Risk-weight Assets (RWA) grew by 

14% YoY and stood at ~75% of total assets vs 76% in FY24. 
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Key Subsidiary Performance 

A. Kotak Life Insurance (KLI) 

Kotak Life Insurance (KLI) is one of the fastest-growing insurance companies in India, covering over 50+ Mn 

lives nationwide. KLI offers a wide range of life insurance solutions under individual and group platforms 

through a multi-channel distribution network. In FY25, the company launched 4 new products and made 

modifications to 64 existing products to meet the regulatory requirements and suit the constantly evolving needs 

of customers. During the year, KLI also introduced a new unit-linked fund – Kotak Manufacturing Fund, offered 

with Kotak T.U.L.I.P, with an objective to generate long-term capital growth from an actively managed portfolio 

of equity and equity-related securities, broadly of companies engaged in the manufacturing theme.  

 

Exhibit 10: Kotak Life Insurance Operational & Financial Performance Highlights 

Particulars (Rs Bn) FY24 FY25 Change Comments 

Gross written premium (GWP) 177.1 183.8 3.8 Modest growth delivered. 

New Business Premium 86.6 82.1 -5.1 
Slower than industry growth of ~10.5%, resulting in 

market share loss. 

Value of New Business 10.5 9.6 -8.9  

VNB Margin (%) 28.5 25.0 -350 bps Owing to a product mix change. 

Annualised Premium equivalent (APE) 37.0 38.4 3.8  

Embedded Value (EV) 152.4 176.1 15.5  

Distribution Mix      

Banca Channel Mix (%) 50.2 48.5 -170 bps  

Agency and Other Channel Mix (%) 49.8 51.5 +170 bps 

The company continued to add new partners and expand 

its distribution network, focusing on digital initiatives to 

enhance productivity and customer experience. 

Product Mix (%)     

Participating Products 29.8 31.9 +210 bps  

Non-Participating Products 33.3 27.0 -630 bps  

ULIP 27.7 28.2 +50 bps  

Annuity Products (Non-Par) 9.5 12.9 +340 bps  

Persistency Ratios (%)     

13th Month 86.6 86.3 -30 bps  

37th Month 66.3 68.9 +260 bps  

61st Month 54.2 60.4 +620 bps  

Source: Company, Axis Securities 
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B. Kotak Mahindra Asset Management Company Limited (Kotak AMC) 

Kotak AMC serves investor requirements across both active and passive funds on a continuing basis, focusing 

on the local and offshore markets across debt, equity, and commodities segments for retail and institutional 

investors. Kotak AMC offers schemes that cater to investors with varying risk-return profiles.  

 

Exhibit 11: Kotak AMC Financial and Operational Performance Highlights 

Particulars (Rs Bn) FY24 FY25 Change Comments 

Financial & Operational Performance     

QAAUM (Rs Bn)  3,840 4,872 26.9 
Strong AUM growth, marginally higher than the industry 

growth of 25%. 

Market Share (%) 7.1 7.2 +13 bps Better than industry growth resulted in a market share gain. 

Equity QAAUM 2,380 3,074 29.1  

Equity AUM (%) 62.0 63.1 +112 bps Strong Equity AUM growth drives improvement in mix. 

Revenue from Operations 9.3 13.0 39.8  

Profit After Tax 5.3 9.8 86.1  

Source: Company; Axis Securities Research 

C. Kotak Mahindra Prime Limited (Kotak Prime) 

Kotak Prime is primarily engaged in vehicle financing; financing of retail customers of passenger cars and two-

wheeler, Multi-Utility Vehicles (MUVs), and term funding to car dealers. The company finances new and used 

cars under retail loans, hire purchase, and lease contracts. Kotak Prime is also engaged in providing loans 

against property and other lending. The company is focusing on capitalising its distribution strength with original 

equipment manufacturers, dealers, channel partners and customers, enabling it to maintain its market share. 

 

Exhibit 12: Kotak Prime Financial and Operational Performance Highlights 

Particulars (Rs Bn) FY24 FY25 Change Comments 

Financial & Operational Performance     

Retail Disbursements 193.9 198.3 2.3  

AUM  344.8 401.2 16.4 
Despite muted disbursement growth, AUM growth was healthy 

Largely led by the non-vehicle portfolio on a lower base. 

    -- O/w Vehicle Finance 297.8 334.2 12.2  

NII 18.7 21.3 13.9 Margin compression resulted in slower NII growth. 

PPOP 13.7 17.0 24.1 Healthy fee income growth supports operating profitability. 

PAT 8.9 10.2 14.6 Elevated provision dented earnings 

NNPA (%) 0.8 1.0 +20 bps  

CRAR (%) 25.2 23.7 -150 bps Remains well capitalised 

RoA (%) 2.5 2.4 -10 bps  

Source: Company; Axis Securities Research 

 

•  
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D. Kotak Securities Limited 

Kotak Securities Limited (KSL) offers full-fledged investment services to retail and institutional investors across 

asset classes, including equity, debt, mutual funds, commodities and currencies - through a single-login 

platform. The company’s pan-India presence, technology-first approach, and simplified investment solutions 

make KSL a preferred choice for millions of investors across India. 

 

Exhibit 13: Kotak Securities Financial and Operational Performance Highlights 

Particulars (Rs Bn) FY24 FY25 Change Comments 

Financial & Operational Performance     

Total Income 39.2 51.2 30.7 Healthy performance across segments; maintained its 

leadership position in both the cash equities and 

derivatives segments. Healthy performance by Kotak 

Institutional Equities. 

PAT 13.1 16.4 24.9 

Market Share     

    -- Cash Segment (%) 10.2 9.4 -86 bps  

    -- Derivatives Segment (%) 12.6 12.9 +23 bps  

Source: Company; Axis Securities Research 

 

 

KMB SOTP 

 Valuation basis Value per share 

Kotak Mahindra Bank 2.5x FY27E ABV 1,883 

Subsidiaries   

Kotak Mahindra Prime  1.6x FY27E ABV 98 

Kotak Mahindra Investments  1.8x FY27E BV 48 

Kotak Securities  18x FY27E P/E 226 

Kotak Mahindra AMC 25x FY27E EPS 167 

Kotak Life 2x FY27E EV 234 

KMCC - Investment Banking Business 12x FY27E P/E 32 

Total Sub Value  805 

Less: Holdco Discount @20%  161 

Total Subs. Value (post discount)  644 

Total Value   2,525 

CMP  2,165 

Upside (%)  17% 
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Key Growth Drivers 

Potentially Faster Recovery in NIMs vs. Peers 

KMB’s margins should find support from the healthy growth resumption in the unsecured product portfolio. 

Additionally, the bank has taken a rate cut on its SA deposits (paid higher traditionally) to align it with its peers. 

The bank has seen some reduction in SA rates as it exits FY25 and expects the downward trend to continue. 

Moreover, KMB has also rationalised its TD rates. The bank has also tweaked its rates in the Sweep TD 

product, and the management expects the repricing on Sweep TDs to be faster, thereby further aiding CoF.  We 

believe the bank has multiple levers to minimise the impact of rate cuts on margins. However, we cannot rule 

out near-term pressure on margins, though marginal until the growth in the unsecured segments picks up 

meaningfully. We factor in NIMs of 4.8-5% over FY26-28E. 

 

Growth Momentum to Improve  

With the embargo on the digital sourcing lifted, KMB will look to resume growth in the unsecured segment, 

though in a calibrated manner. The management intends to gradually scale up the share of the unsecured 

portfolio to 15% from ~10.5% in FY25. The bank has resumed issuance of new credit cards and plans to roll out 

new cards and initiatives to drive healthy growth in the portfolio. However, the microfinance segment continues 

to grapple with elevated slippages, and the bank will grow the business cautiously. Amongst the other 

businesses, KMB has indicated that it remains comfortable growing the used tractor and used CV business. 

Focus will remain on granular corporate and SME business. The bank has maintained its guidance of 

growing the book at 1.5-2x of nominal GDP growth, both organically and inorganically. We expect KMB 

to deliver a steady ~17% CAGR growth over FY25-28E, with growth momentum resuming in the 

unsecured segments, though gradually. 

 

Ensuring Stable Asset Quality Metrics 

KMB intends to pursue sustainable and efficient growth through the right quality assets at risk-adjusted pricing. 

The bank’s strategy for risk optimisation on unsecured credit involves continuous enhancements in high-quality 

model-based risk frameworks, while going from strength to strength in traditional areas. KMB will continue to 

focus on strengthening and building appropriate guardrails to ensure strong asset quality. 

At present, the asset quality in the secured segment continues to remain strong, with credit costs under control. 

The silver lining in the unsecured portfolio is that the slippages in the personal loan portfolio have been on a 

downward trend, while those in the credit card portfolio have plateaued. However, stress in the MFI portfolio 

continues to persist and is expected to stabilise over H1FY26. The pace of fresh stress accretion appears to be 

tapering and should enable the bank to see a similar trend in credit costs. Additionally, the credit quality of 

the new acquisition in the unsecured segment has been holding up well. However, the portfolio that has 

become delinquent will require additional provisioning over the next couple of quarters. Thus, credit costs could 

remain marginally higher over H1FY26 before trending downwards. We expect credit costs to remain range-

bound between 70 bps (+/-5 bps), thereby supporting earnings growth of 12% CAGR. 

 

Strengthening Deposit Franchise 

KMB continues to balance between SA Accounts, Activ Money and Retail TDs to drive deposit growth, while 

aiming at containing CoF. KMB’s efforts towards the affluent customer segment have resulted in the bank 

seeing a better average accretion in customer acquisition over the last couple of quarters. KMB will continue to 

roll out new propositions for the affluent customer to drive healthy SA Deposit growth. We expect deposit 

growth to align with credit growth and grow at ~16% CAGR over FY25-28E, with the bank maintaining a steady 

LDR over the same period. 

Key Growth Drivers: 

(a) Potentially Faster 

NIM Recovery 

(b) Strong growth 

resumption with 

growth in 

unsecured 

segments picking-

up 

(c) Tightening of 

Guardrails to 

ensure stable 

Asset Quality 

metrics 

(d) Adequately 

capitalized to steer 

medium term 

growth 

(e) Focus on 

strengthening the 

deposit franchise 

with emphasis on 

CASA and 

ActivMoney  
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Risks & Mitigation 

a) Significant Slowdown in Credit Growth Momentum 

With the restrictions on the digital sourcing and credit card sourcing lifted, KMB will look to accelerate 

growth in the unsecured segment, thereby improving its mix in the overall portfolio to 15% over the 

medium term. Similarly, demand visibility in the secured segment continues to remain healthy. 

However, any meaningful derailment in credit growth momentum owing to unfavourable macros 

remains a key risk to our estimates and the bank’s profitability.  

Mitigation: KMB is expected to remain cautious in its growth approach in the unsecured segments 

and will gradually scale them up with a focus on profitable growth, rather than irrational growth. 

Moreover, strengthening its digital capabilities and redefining the go-to-market strategy through its 

branch network should enable KMB to deliver sustainable growth. We expect KMB to deliver a strong 

17% CAGR growth over FY25-28E. 

b) Asset Quality Challenges in Certain Segments 

Challenges on asset quality in the unsecured segment, primarily owing to customer over-leveraging, 

led by accelerated growth in the unsecured segment by lenders, remain a key risk to earnings 

capability.  Persisting stress in these segments will continue to keep credit costs elevated, denting 

earnings for the bank. 

Mitigation: The bank has consciously curtailed its growth momentum in segments where it is 

observing stress, also primarily owing to the embargo. Similarly, focus will remain on pursuing 

calibrated growth wherein the risk-reward ratio is favourable, to maximise RoA/RoE. Moreover, the 

bank had shifted its focus to secured segments, where asset quality metrics continue to hold up well. 

c) Slower Growth in Deposits 

The systemic deposit growth has been keeping pace with systemic credit growth. However, 

competitive intensity amongst banks continues to remain higher, especially in the low-cost CASA 

deposits. This has also weighed on CoF/CoD for banks, including KMB. Slower deposit growth would 

also weigh on the LDR of the bank. 

Mitigation: KMB continues to balance between Savings Accounts, Activ Money and Retail TDs to 

drive deposit growth, while aiming at containing CoF. Focus remains on the affluent and youth to 

build a granular deposit franchise across physical and digital channels. We believe KMB’s deposit 

growth would mirror its credit growth, deliver a steady deposit growth of ~16% CAGR over FY25-28E, 

while maintaining a steady LDR ranging between 85-86% over the medium term. 

d) Group Risk 

Risk arising from interconnectedness and exposures within a banking group with its subsidiaries, 

including risks associated with inter-group transactions, funding and contagion effects between 

entities within the Group.   

Mitigation: The Bank has a Group Risk Management Committee (GRMC) that oversees group-

related risk management activities. Its comprehensive group risk management framework includes a 

robust governance structure, comprehensive risk policies, a clearly defined risk appetite for the 

Group, and regular monitoring and reporting of risks.  

Key Risks: 

 

a) Significant 

slowdown in credit 

growth 

b) Asset quality stress 

persisting denting 

earnings 

c) Slower deposit 

growth derailing 

the pace of credit 

growth 
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Operational Performance & Financial Statement Analysis 

Profitability Analysis                                                                                                                                                                 (Rs Bn) 

Particulars FY24 FY25 Change (%) Comments 

Net Interest Income 260 283 9.0 

Slower NII growth was owing to sharp NIM contraction with muted 

growth in higher yielding segments and faster growth in secured lower 

yielding segments. 

Non-Interest Income 103 114 11.4 Largely driven by fee income. 

PPOP 196 210 7.2 
Opex growth is broadly in line with business growth; however, slower 

top-line growth resulted in muted PPOP growth. 

Provisions 16 29 87.0 Elevated stress in unsecured segments resulted in higher credit costs. 

PAT 138 165 19.4 
One-time gain from KGI stake sale aided earnings growth despite 

elevated provisions. 

EPS 69.3 82.7 19.3 Same as above. 

Source: Company, Axis Securities Research 

 

Spread Analysis                                                                                                                                                                         (%) 

Particulars FY24 FY25 Change Comments 

Blended Yields (calculated) 8.7 8.4 -25 bps Slower growth in higher-yielding segments weighed on yields. 

Cost of Deposits (reported) 4.5 4.7 +20 bps Upward Repricing of deposits resulted in pressure on CoD. 

Cost of Funds (reported) 4.6 4.8 +21 bps Same as above. 

Spreads (reported) 4.1 3.6 -46 bps Pressure on yields and higher CoF weighed on the spread. 

NIMs (reported) 5.0 5.3 -36 bps Same as above. 

Source: Company, Axis Securities Research 

 
 

Asset Quality Analysis                                                                                                                                                              (Rs Bn) 

Particulars FY24 FY25 Change Comments 

GNPA 52.8 61.3 16.3 

Inch-up in slippages due to unsecured segment stress; however, write-

offs and healthy recoveries enabled the bank to maintain steady 

GNPA. 

GNPA (%) 1.4 1.4 +3 bps Same as above. 

Slippage 50.0 63.8 27.5 Stress in the unsecured segment weighed on asset quality. 

Slippage Ratio (%) 1.6 1.4 +15 bps Same as above. 

NNPA 13.4 12.7 5.7 Higher PCR resulted in lower NNPA. 

NNPA (%) 0.3 0.3 -3 bps Same as above. 

Credit Costs (%) 0.5 0.7 +28 bps Owing to elevated stress in MFI, Credit Cards and Personal Loans. 

Provision Coverage Ratio % 75.9 78.1 +219 bps  

Source: Company, Axis Securities Research 
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Efficiency Ratios              (%) 

Particulars FY24 FY25 Change Comments 

Cost-Income Ratio 46.0 47.2 +121 bps 
Opex growth was in line with business growth; however, muted top-line 

growth led to an uptick in the C-I Ratio. 

Cost-Assets Ratio 3.1 2.9 -16 bps Opex growth was slower than balance sheet growth. 

ROA 2.5 2.1 -38 bps 

Multiple headwinds with pressure on NIMs, modest non-interest 

income growth and higher credit costs weighed on earnings and, 

resultantly RoA. 

ROE 15.0 12.6 -232 bps  

Tier I 19.3 21.1 +185 bps Remains healthy to fuel medium term growth. 

CRAR 20.6 22.1 +155 bps  

RWA (Rs Bn) 4,572 5,197 13.6 
In line with advances growth, mainly owing to growth in secured 

segments. 

RWA to Total Assets (%) 76.2 74.9 -124 bps Same as above. 

Source: Company, Axis Securities Research 

 

Asset and Liability Analysis                     (Rs Bn) 

Particulars FY24 FY25 Change Comments 

Advances 3,761 4,269 13.5 
Mainly led by secured segments, with embargo impacting growth in 

unsecured segments and new customer onboarding. 

Deposits 4,490 4,991 11.2 
In line with industry growth, Deposit growth is mainly led by TDs, with 

the CASA ratio declining sharply. 

C/D Ratio (%) 83.8 85.5 -178 bps Slower deposit growth vs credit growth. 

CASA Deposits 2,043 2,144 4.9 Trend similar to seen amongst peers. 

CASA Ratio (%) 45.5 43.0 -254 bps Slower growth in CASA deposits vs TDs. 

Total Assets 6,004 6,936 15.5 Healthy balance sheet growth. 

Source: Company, Axis Securities Research 
 

 

 

Contingent Liability Analysis                   (Rs Bn) 

Particulars FY24 FY25 Change Comments 

Contingent Liabilities     

(a) Claims against the Bank not acknowledged as 

debts 
4.9 5.5 12.1 Not Significant 

(b) Guarantees given on behalf of constituents – In 

India 
8,741 5,019 -42.6 Usual Business activity 

(c) Guarantees on behalf of Constituents - India 388 319 -17.7 Usual Business activity 

Total Contingent Liabilities 11,074 7,167 -35.3  

Contingent Liabilities/Total Assets (%) 160% 119%   

Source: Company, Axis Securities Research 
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Financials (Standalone) 

 

Profit & Loss  (Rs Bn) 

Y/E March FY25 FY26E FY27E FY28E 

Net Interest Income 283 321 385 454 

Other Income 114 139 158 183 

Total Income 398 460 543 637 

Total Operating Exp 188 218 250 288 

PPOP 210 242 293 349 

Provisions & Contingencies 29 35 40 46 

Exceptional items 35 0 0 0 

PBT 216 208 253 303 

Provision for Tax 51 49 60 72 

PAT 165 158 193 231 

Source: Company, Axis Securities Research 

 

Balance Sheet  (Rs Bn) 

Y/E March FY25 FY26E FY27E FY28E 

SOURCES OF FUNDS     

Equity Share Capital 10 10 10 10 

Reserves & Surplus 1,162 1,315 1,503 1,728 

Net Worth 1,172 1,326 1,514 1,740 

Deposits 4,991 5,760 6,723 7,830 

Borrowings 484 547 681 845 

Other Liabilities 289 332 388 453 

Total Liabilities 6,936 7,964 9,307 10,867 

         

APPLICATION OF FUNDS     

Cash & Bank Balance 658 757 882 1,028 

Investments 1,819 2,013 2,350 2,737 

Advances 4,269 4,968 5,810 6,794 

Fixed & Other Assets  190 226 265 309 

Total Assets 6,936 7,964 9,307 10,867 

Source: Company, Axis Securities Research 
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Ratio Analysis (%) 

Y/E March FY25 FY26E FY27E FY28E 

VALUATION RATIOS     

EPS 82.7 79.6 97.1 116.1 

Earnings Growth (%) 19% -4% 22% 20% 

BVPS 589.7 666.8 761.6 874.9 

Adj. BVPS 582.9 659.7 753.3 865.3 

ROAA (%) 2.1 2.1 2.2 2.2 

ROAE (%) 12.6 12.4 13.4 13.9 

P/E (x) 26.2 27.2 22.3 18.6 

P/ABV (x) 3.7 3.3 2.9 2.5 

Dividend Yield (%) 0.1 0.1 0.1 0.2 

     

PROFITABILITY     

NIM (%) 5.0 4.8 5.0 5.0 

Cost-Income Ratio (%) 47.2 47.3 46.1 45.2 

     

BALANCE SHEET STRUCTURE RATIOS     

Loan Growth (%) 13.5 16.4 17.0 16.9 

Deposit Growth (%) 11.2 15.4 16.7 16.5 

C/D Ratio (%) 85.5 86.2 86.4 86.8 

Equity/Assets (%) 16.9 16.6 16.3 16.0 

Equity/Loans (%) 27.5 26.7 26.1 25.6 

CAR (%) 22.1 21.8 20.3 19.5 

Tier 1 CAR (%) 21.1 20.9 19.4 18.6 

     

ASSET QUALITY     

Gross NPLs (%) 1.4 1.4 1.4 1.4 

Net NPLs (%) 0.3 0.3 0.3 0.3 

Coverage Ratio (%) 78.1 80.0 80.0 80.0 

Credit costs (%) 0.7 0.8 0.7 0.7 

     

ROAA TREE      

Net Interest Income 4.4 4.3 4.5 4.5 

Non-Interest Income 1.8 1.9 1.8 1.8 

Operating Cost 2.9 2.9 2.9 2.9 

Provisions 0.5 0.5 0.5 0.5 

Tax 0.7 0.7 0.7 0.8 

ROAA 2.1 2.1 2.2 2.2 

Leverage (x) 6.0 6.0 6.1 6.2 

ROAE 12.6 12.4 13.4 13.9 

Source: Company, Axis Securities Research 
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Kotak Mahindra Bank Price Chart and Recommendation History 
 

 

 

Date Reco TP Research 

23-Jan-24 BUY 2,140 Result Update 

06-May-24 BUY 1,755 Result Update 

22-Jul-24 BUY 2,040 Result Update 

21-Oct-24 BUY 2,150 Result Update 

20-Jan-25 BUY 2,140 Result Update 

05-May-25 BUY 2,460 Result Update 

22-Jul-25 BUY 2,525 AAA 

    

Source: Axis Securities Research 
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Disclaimer 

 

Axis Securities Limited is a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector banks and has its various 

subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are 

available on www.axisbank.com. 

 

Axis Securities Limited, is registered as a 

• Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with Securities and Exchange Board of India 

• Corporate Agent with Insurance Regulatory and Development Authority of India 

• Point of Presence with Pension Fund Regulatory and Development Authority  

• Distributor for Mutual Funds with AMFI 

 

Registration Details: 

 

SEBI Single Reg. No.- NSE, BSE,MSEI, MCX & NCDEX – INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- 

INP000000654 | Investment Advisor Reg No. INA000000615 | SEBI-Research Analyst Reg. No. INH000000297 | IRDA Corporate Agent (Composite) Reg. No. CA0073|  

PFRDA – POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.  

 

Compliance Officer Details: Name – Mr. Rajiv Kejriwal, Tel No. – 022-68555574, Email id – compliance.officer@axisdirect.in.;  

 

Registered Office Address – Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai – 400070. 
 

Administrative office address: Axis Securities Limited, Aurum Q Parć, Q2 Building, Unit No. 1001, 10th Floor, Level – 6, Plot No. 4/1 TTC, Thane – Belapur Road, Ghansoli, 

Navi Mumbai, Pin Code – 400710. 

 

In case of any grievances please call us at 022-40508080 or write to us helpdesk@axisdirect.in. 

 

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. 

However, SEBI, Exchanges, Clearing Corporations and Depositories etc. have conducted the routine inspection and based on their observations have issued 

advise/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in normal course of business, as 

a Stock Broker / Depository Participant/Portfolio Manager. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has 

our certificate of registration been cancelled by SEBI at any point of time. 

 

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.  

By referring to any particular sector, Axis Securities does not provide any promise or assurance of favourable view for a particular industry or sector or business group in any 

manner.  

 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any 

assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors. Our research 

should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made available on this 

page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities or solicitation of any investments or investment services for the residents of 

Canada and / or USA or any jurisdiction where such an offer or solicitation would be illegal. 

 

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment device. 

The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. 

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 

performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by ASL and are subject to change without notice. 

The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial 

instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. 

 

The information and opinions in this report have been prepared by Axis Securities and are subject to change without any notice. The report and information contained herein 

is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other 

person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis of any investment decision. 

The views herein are of a general nature and do not consider the risk appetite, investment objective or the particular circumstances of an individual investor. The investor is 

requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before 

investing. 

 

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, 

there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that rating on a particular security has 

been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where Axis Securities might 

be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made nor is its 

accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or 

solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may 

receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, 

legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and 

opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial 

positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently 

evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis Securities 

accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. 

Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from 

those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its associates might have 

managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past 

twelve months. Axis Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve 

months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, 

brokerage services or other advisory service in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or 

services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities 

encourages independence in research report preparation and strives to minimize conflict in preparation of research report. Axis Securities or its associates or its analysts did 

not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, 

neither Axis Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis 
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Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research activities. 

The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views. 

 

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

 

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% or 

more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report. Since associates of Axis 

Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one 

percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report. Axis Securities may have issued 

other reports that are inconsistent with and reach different conclusion from the information presented in this report. Certain transactions -including those involving futures, 

options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis 

centres on studying charts of a stock'sprice movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report 

on a company's fundamentals. 

 

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions 

in, and buy or sell the securities thereof, of company (ies) mentioned herein 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/company (ies) discussed herein or act as advisor or lender / borrower to such 

company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of 

Research Report or at the time of public appearance. Axis Securities may have proprietary long/short position in the above mentioned scrip(s) and therefore may be 

considered as interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio 

Management Team (PMS) takes its investment decisions independent of the PCG research and accordingly PMS may have positions contrary to the PCG research 

recommendation.  

 

RATING SCALE: Definitions of ratings 

Ratings Expected absolute returns over 12 – 18 months 

BUY More than 10%  

HOLD Between 10% and -10% 

SELL Less than -10% 

NOT RATED We have forward looking estimates for the stock, but we refrain from assigning valuation and recommendation. 

UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events 

NO STANCE We do not have any forward-looking estimates, valuation or recommendation for the stock 

Note: Returns stated in the rating scale are our internal benchmark. 
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