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Spends growth recovering; Asset quality to improve gradually

NIMs to expand at a calibrated pace

SBI Cards (SBICARD) is the second-largest player in the card segment in terms of
cards-in-force (CIF), with a 19.1% market share in CIF and 16.6% share in total
industry spends.

The company’s market share in spends has moderated over the past few years,
mainly because of the decline in corporate spends. We expect corporate and retail
spends to incrementally grow at a healthy pace aided by pickup in economic
activities and consumption boost from recent GST cuts. We estimate spends to
growth at ~18% CAGR over FY25-28E.

The robust festive spends in 2Q (mainly towards end of Sep) will affect the pace of
NIM expansion even as the borrowing cost continues to moderate. This is largely
due to stronger balance sheet growth aided by the festive spends.

However, with ease in funding cost and potential of further rate cuts by the RBI
we expect margins to improve further in 2H to 11.9% by FY27E thus driving
healthy 16% NIl cagr over FY25-28E.

SBICARD’s credit cost is expected to remain elevated at ~8.5% in FY26E, with 2Q
credit cost expected at >9% (9.6% in 1QFY26) while we expect some improvement
over 2H. Sustained improvement in credit cost alongside a pick-up in revolve rate
is critical for stock performance.

Maintain Neutral with a TP of INR950 (24x FY27E EPS).

Spends to clock 18% CAGR over FY25-28E, aided by recovery in
corporate segment

SBICARD delivered strong spend momentum in FY25-1QFY26, with overall
spends up 21% YoY in 1QFY26, supported by steady retail growth of 15% YoY
and a revival in corporate spends. While corporate spends had moderated
through FY24, trends have improved meaningfully, aided by high diversification
of use cases and recovery in travel and entertainment categories.

The share of corporate spends in total has improved to ~12% in 1QFY26 (vs.
~7% in FY24), and management expects a further uptick as discretionary
categories and festive demand pick up. This should also help to balance the
spend mix going forward.

Its market share in spends rose to 16.6% in 1QFY26 (vs. 15.9% a year ago),
reflecting SBICARD’s strong positioning across retail categories, steady
traction in PoS and online, and increased engagement through co-brand
launches.

We build in an ~18% CAGR in spends over FY25-28E, driven by healthy retail
momentum and improving traction in corporate spends as demand
normalizes.

SBICARD continues to hold a dominant position in RuPay credit cards, with
growing usage on UPI. UPI spends rose ~20% QoQ in 1QFY26, with higher
adoption in Tier-2/3 cities (79% of UPI spend share), underpinning the long-
term retail growth opportunity.
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Funding cost to ease, expect NIMs to undergo a calibrated expansion
SBICARD has begun to see an easing in its funding costs, with CoF declining to 7.1%
in 1QFY26 (vs. 7.3% in 4QFY25) as the impact of repo rate cuts started to filter in.
With 2Q usually witnessing heavy spending amid festive seasons, we expect limited
improvement of ~10bp in NIMs in 2Q. With further CoF moderation and stable
yields and increasing possibility of further repo-rate cut, NIMs are expected to see a
positive trajectory in FY26 and recover to 11.9% by FY27E. We estimate healthy 16%
CAGR in NIl over FY25-28E, aided by lower funding costs and steady growth in
receivables.

Card issuance slows; sourcing mix balanced with banca strength

SBICARD added 8.7 lakh new accounts in 1QFY26, down from the peak levels seen
last year, as the company remains selective in new acquisitions amid a more
cautious industry stance with sourcing mix tilted in favour of banca channel (~56%).
Unlike the earlier trend where open market share had risen sharply, the banca
channel continues to hold a steady majority share, which will help maintain portfolio
quality. With tighter underwriting and decline in early delinquency flows we expect
credit cost to ease gradually from elevated levels that prevails currently, partly due
to ECL model refresh. We expect card sourcing to gain traction as asset quality
trends start to stabilize and spends growth gain further traction during the festive
season.

Credit cost to stay elevated in near term; gradual improvement ahead
SBICARD’s gross credit cost rose to 9.6% in 1QFY26 from 9.0% in 4QFY25, led by the
annual ECL model refresh and higher provisioning, even as early delinquency flows
remain at record lows. We expect near term credit cost to remain elevated before
easing gradually over the medium term. Stage-2 balances have already declined
sequentially, reflecting the benefit of tighter underwriting and portfolio actions.
While industry-wide leverage in unsecured lending remains a risk, SBICARD’s
prudent sourcing and improving recovery trends should support moderation in
credit costs from FY27 onward. For FY26, we estimate ~9% average credit cost, with
same recovering to 7.4-7.7% over FY27-28E.

Tier-1 remains strong; internal accruals adequate to fund growth

SBICARD’s capital position remains comfortable, with CAR at 23.2% and Tier-1 at
17.9% as of 1QFY26, aided by healthy profitability and moderation in receivable
growth. The recent increase in unsecured risk weights has had a limited impact, as
the company has slowed card additions selectively and maintained prudent growth
in receivables (~7% YoY in 1QFY26). Management has indicated that internal
accruals remain sufficient to fund growth without the need for fresh capital infusion.
With receivable growth expected at ~10-12% in FY26 and further pickup likely during
the festive season, Tier-1 levels are likely to remain stable, providing an adequate
buffer to support medium-term business expansion.
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Valuation and view: Maintain Neutral with TP of INR950

SBICARD is the second-largest player in the card industry with 19.1% share in CIF

and 16.6% share in total industry spends. However, its market share in spends has

declined over the past few years, mainly due to the moderation in corporate spends.

Growth in retail spend has though remained healthy.

m SBICARD has been the beneficiary of rate cuts, as its CoF has declined by 30bp
during the latest repo cuts, while further benefits are yet to be realized. With
high prospects of additional rate cuts, SBICARD can see a further reduction in
CoF.

m We anticipate the near-term credit cost to stay elevated, although an easing in
credit cost and tailwinds in margins should lead to an improvement in return
ratios. Thus, we build in an improvement in RoA toward 3.8% in FY26E, 4.6% in
FY27E and 4.8% in FY28E.

m  With some pickup in economic activity from the current levels, we expect the
tailwinds to flow into better spends and loan growth. Thus, we expect spends to
clock 18% CAGR over FY25-28E and loans to see ~15% CAGR over the similar
period. We maintain our Neutral rating on the stock with a TP of INR950 (24x
FY27E EPS).
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Story in Charts

Exhibit 1: Growth in new card issuance has moderated across the industry; the company’s
share in new cards has declined sharply in FY24

Market share of SBICARD
has inched up to 19% (vs.
the peak of 24% in FY21)
amid a decline in new card 10 204 24.0
additions in the industry ' . . 18.9

Industry New Credit card Issued (mn) - Originations Volume

=—O— Market Share of SBIC - New Cards (%)

13.53 16.7 11.2 18.4 28.0 29.4 21.6

FY19 FY20 FY21 FY22 FY23 FY24 FY25
Source: MOFSL, CRIF Highmark

Exhibit 2: New card sourcing: Mix of Banca channel has increased to 56%

Sourcing mix has tilted Open Market Channel Banca Channel
toward the banca channel

2855 46.2% 44.0%

45.5% 5539 495%  55.0% 56.0% 63.0% 96.0%

63.7% 53.8% 56.0%

S42%  4a4% 505%  45.0% 44.0% 37.0% 44.0%

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 1QFY26
Source: MOFSL, Company

Exhibit 3: CIF: Open market channel accounts for ~59% of outstanding cards

Open Market Channel Banca Channel

Open market channel
accounts for 59% of total
CIF

33.3%  37.8% 384% 38.2% 436% 432% 42.0% 42.0% 42.0% 41.0%

66.7% 62.2% 61.6% 61.8% 564% 56.9% 58.0% 58.0% 580% 59.0%

FY17 FY18 FY19 FY20 Fy21 FY22 FY23 FY24 FY25 1QFY26
Source: MOFSL, Company
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Exhibit 4: Growth in o/s card base has declined to 10% YoY

Card growth has moderated No of Cards (No in Mn) O—YoY (%)
amid rise in stress levels
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Exhibit 5: Corporate spends decreased in FY25; now recovering at a healthy pace

Corporate spends have
declined sharply during
3QFY24 to 1QFY25 82 87
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Exhibit 6: Estimate spend growth to recover after flat growth in FY25, impacted by
corporate spends

Spends expected to clock Spends (INRt) =—=O=Growth - YoY (%)
18% CAGR to INR5.5t over
FY25-28E 509
41%

27% 26%
0 ° 17% 19% 18%

1%

=
"

FY20
Fy21
FY22
FY23
FY24
FY25
FY26E
FY27E
FY28E

Source: MOFSL, Company

Exhibit 7: Estimate loan growth to sustain at ~15% CAGR over FY25-28E

Loan growth expected to Loans (INRb)  =—=O=Growth - YoY (%)
sustain at 15% CAGR to 30

INR814b over FY25-28E 29

25

FY20
FY21
FY22
FY23
FY24
FY25

FY26E

FY27E

FY28E

Source: MOFSL, Company

7 October 2025 5



motilal
oswal SBI Cards

Financial Services

Exhibit 8: Estimate NIMs to recover to 11.9% by FY27E

YoA (%) CoF (%) =—O—NIM (%)
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Exhibit 9: Estimate GNPA to stay high in near term and recover thereafter in FY27-28E

GNPA (%) NNPA (%) =—O=—PCR (%)

77.9

GNPA/NNPA ratios to
moderate from the peak in
FY25, while PCR expected to
reach 66% in FY27E
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Exhibit 10: Credit cost showing upward trends amid rising stress in the system

Stage - 2 Recivables (%)  =—O=Credit Cost (%)
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Exhibit 11: Gross credit cost expected to decline over FY27-28E after a spike in FY25

Credit Cost (%) =—O=Slippage Ratio (%)

12.8

Estimate credit cost to
moderate to 7.7%/7.4%
over FY27/FY28E
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Exhibit 12: Estimate FY27E RoA/RoE at 4.6/21%

ROA (%) =—=O=—ROE (%)
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Source: MOFSL, Company
Exhibit 13: DuPont Analysis — We estimate RoA to improve to 4.6% by FY27E

Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Interest Income 15.6 15.1 14.9 14.7 14.5 14.1 14.0
Interest Expense 3.3 4.1 5.0 5.1 4.6 4.3 4.3
Net Interest Income 12.3 11.0 9.9 9.5 9.9 9.8 9.7
Fee Income 17.0 16.5 15.7 12.9 12.6 13.2 13.2
Trading and others 4.1 4.1 3.0 2.5 2.2 2.2 2.2
Non Interest income 21.0 20.5 18.8 15.5 14.8 15.4 15.4
Total Income 33.3 31.5 28.7 25.0 24.7 25.2 25.1
Operating Expenses 19.0 18.6 16.1 12.9 12.5 12.7 12.7
-Employee cost 1.5 1.4 1.1 1.0 1.0 0.9 0.9
-Others 17.4 17.2 15.0 12.0 11.6 11.7 11.8
Operating Profits 14.4 12.9 12.6 12.0 12.2 12.5 12.4
Provisions 7.3 5.4 6.3 7.9 7.1 6.3 6.0
PBT 7.0 7.6 6.2 4.2 5.1 6.2 6.4
Tax 1.8 1.9 1.6 1.1 1.3 1.6 1.6
RoA 5.2 5.6 4.6 3.1 3.8 4.6 4.8
Leverage (x) 4.4 4.6 4.7 4.8 4.7 4.6 4.4
RoE 23.0 25.7 22.0 14.8 17.8 21.0 20.9
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Income Statement (INR b)
Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Interest Income 48.2 60.5 77.4 90.7 102.0 115.4 133.8
Interest Expense 10.3 16.5 26.0 31.8 32.2 35.4 40.9
Net Interest Income 37.9 44.0 51.5 58.9 69.9 80.1 92.9
-growth (%) -2.3 16.0 17.0 14.4 18.6 14.6 16.0
Non Interest Income 64.8 82.4 97.4 95.7 104.4 125.9 147.7
Total Income 102.7 126.4 148.9 154.6 174.2 206.0 240.7
-growth (%) 18.5 23.0 17.8 3.8 12.7 18.2 16.8
Operating Expenses 58.5 74.5 83.7 80.1 88.3 103.5 121.6
Pre Provision Profits 44.3 51.9 65.2 74.5 86.0 102.4 119.1
-growth (%) 11.8 17.2 25.6 14.3 15.4 19.1 16.3
Provisions (excl tax) 22.6 21.6 32.9 48.7 50.0 51.9 57.9
PBT 21.7 30.3 32.3 25.8 35.9 50.6 61.2
Tax 5.6 7.7 8.2 6.6 9.2 12.9 15.6
- Tax Rate (%) 25.6 25.5 25.5 25.7 25.7 25.5 25.5
PAT 16.2 22.6 241 19.2 26.7 37.7 45.6
-growth (%) 64.2 39.7 6.6 -20.4 39.4 41.0 21.0
Total Comprehensive Income 16.3 22.6 24.1 19.2 26.7 37.7 45.6
-growth (%) 63.1 38.7 6.7 -20.3 39.2 41.0 21.0
Balance Sheet
Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Share Capital 9.43 9.46 9.51 9.51 9.51 9.51 9.51
Reserves & Surplus 68.10 88.84 111.33 128.30 152.54 187.53 230.35
Net Worth 77.5 98.3 120.8 137.8 162.1 197.0 239.9
Borrowings 229.8 311.1 398.9 449.5 490.5 564.1 648.7
-growth (%) 28.4 35.4 28.2 12.7 9.1 15.0 15.0
Other Liabilities & Prov. 39.1 46.1 62.0 68.2 100.9 121.1 146.5
Total Liabilities 346.5 455.5 581.7 655.5 753.4 882.2 1,035.0
Current Assets 11.1 13.5 27.3 27.4 33.1 40.4 49.3
Investments 13.0 21.4 35.2 62.4 81.1 100.5 117.6
-growth (%) 35.5 64.9 64.5 77.2 30.0 24.0 17.0
Loans 301.9 393.6 490.8 539.3 604.1 697.1 814.2
-growth (%) 28.7 30.4 24.7 9.9 12.0 15.4 16.8
Fixed Assets 4.5 5.7 5.6 33 5.1 5.7 6.3
Other Assets 16.0 21.2 22.8 23.1 30.1 38.5 47.6
Total Assets 346.5 455.5 581.7 655.5 753.4 882.2 1,035.0
Asset Quality
Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
GNPA (INR b) 6.9 9.6 14.0 17.2 18.2 19.3 22.7
NNPA (INR b) 2.4 3.5 4.9 8.0 7.7 6.6 6.2
GNPA Ratio 2.2 2.4 2.8 3.1 3.0 2.7 2.7
NNPA Ratio 0.8 0.9 1.0 14 1.3 1.0 0.8
Slippage Ratio 8.0 6.0 7.3 9.5 6.7 6.1 6.1
Credit Cost 8.0 6.0 7.2 9.1 8.5 7.7 7.4
PCR (Excl Tech. write off) 65.3 63.6 64.9 53.5 57.6 65.6 72.5
E: MOFSL Estimates
7 October 2025 8
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Business Metrics
Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Total No of Cards (Nos in Mn) 13.8 16.8 18.9 20.8 23.9 28.0 32.6
Total spends (INR b) 1,863.5 2,625.0 3,295.9 3,334.8 3,901.7 4,643.0 5,478.8
Spends per card (INR k) 1354 156.2 174.4 160.3 163.1 165.9 168.0
Loans per card (INR) 22 23 26 26 25 25 25
Fee income earned per card 3,796 3,931 4,320 3,848 3,710 3,845 3,883
52
Ratios
Y/E March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Yield & Cost Ratios (%)
Avg. Yield on loans 17.1 16.8 16.9 17.0 17.2 17.1 17.1
Avg. Cost of Borrowings 5.0 6.1 7.3 7.5 6.9 6.7 6.7
Interest Spread 12.1 10.7 9.6 9.5 104 10.4 10.4
Net Interest Margin 13.5 12.2 11.2 11.0 11.8 11.9 11.9
Capitalisation Ratios (%)
CAR 23.8 23.1 20.5 22.9 24.7 25.0 25.1
Tier | 21.0 204 16.5 17.5 18.1 19.1 19.8
CET1 204 16.5 17.5 17.0 17.5 17.5
Tier Il 2.8 2.7 4.0 5.4 6.6 5.9 5.3
Business ratios (%)
Cost/Assets 19.0 18.6 16.1 12.9 12.5 12.7 12.7
Cost/Total Income 56.9 58.9 56.2 51.8 50.7 50.3 50.5
Int. Expense/Int.Income 21.3 27.2 33.5 35.0 31.5 30.6 30.5
Other income/Total Income 63.1 65.2 65.4 61.9 59.9 61.1 61.4
Empl. Cost/Total Expense 8.1 7.5 6.8 7.4 7.6 7.5 7.3
Valuation
RoE 23.0 25.7 22.0 14.8 17.8 21.0 20.9
RoA 5.2 5.6 4.6 3.1 3.8 4.6 4.8
RoRWA 5.8 6.2 4.6 2.9 3.6 4.3 4.4
Book Value (INR) 82 104 127 145 170 207 252
-growth (%) 22.7 26.4 22.3 14.0 17.6 21.6 21.7
Price-BV (x) 10.9 8.7 7.1 6.2 5.3 4.3 3.6
Adjusted BV (INR) 80 101 123 139 165 202 248
Price-ABV (x) 11.2 8.9 7.3 6.5 5.5 4.5 3.6
EPS (INR) 17.2 23.9 25.4 20.1 28.1 39.6 47.9
-growth (%) 63.8 39.3 6.2 -20.6 39.3 41.0 21.0
Price-Earnings (x) 52.5 37.6 35.5 44.7 32.1 22.7 18.8

E: MOFSL Estimates

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