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Key Data
Nifty/Sensex 24330.95/77958.52
BSE Code 532174
NSE Code AUBANK
Bloomberg Code AUBANK:IN
Industry Bank
Market Cap 76,054.02
No. of Shares(Cr.) 74.86
Face Value 10
52 Week High/Low 1079.65/655

Shareholding Pattern
Promoter 22.76%
MF 23.22%
Fil 37.27%
Public 8.67%
Others 8.10%
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Well-positioned to deliver sustainable growth driven
by strong traction in secured lending; stellar
quarterly performance strengthens visibility of
achieving 1.8% RoA...

AU Small Finance Bank Ltd, India’s largest Small Finance
Bank, has become the first SFB in the country to receive in-
principle approval from the Reserve Bank of India for
transition into a Universal Bank. The bank has built a strong
nationwide presence with 703 branches, 762 ATMs, and
2,790 touchpoints across 21 states and 4 Union Territories.
As of FY26, AU SFB reported a total loan book of X1.40
lakh crore and a deposit base of ¥1.52 lakh crore. The bank
continues to maintain a healthy liquidity profile with a strong
LCR of 119%. It also remains well-capitalised, with a capital
adequacy ratio of 18.7% in FY26, providing sufficient
cushion for future growth.

Highlights and Investment Rationale

» Strong credit growth across segments: Bank
continued to deliver robust advances growth of 25%
YoY and 9% QoQ, driven by healthy traction in retail
secured assets and a recovery in unsecured lending.
The wheels portfolio grew 27% YoY, gold loans
nearly doubled YoY, while mortgage loans recorded
steady 11% growth despite rising competition.

» Stabilisation in unsecured portfolio: The
unsecured book showed signs of improvement with
the MFI portfolio growing ~8% QoQ and personal
loans rebounding sharply by 19% QoQ. Collection
efficiency in the MFI segment improved to 99.7%
from 99.3% in Q3, while the credit card portfolio also
stabilised, supporting improving asset quality trends.

» Disciplined Risk Management Approach:
Management remains focused on calibrated growth
and prudent risk-taking, avoiding aggressive
expansion in segments such as affordable housing
where risk-adjusted returns remain compressed. The
bank continues to target growth at 2.25-2.5x nominal
GDP growth through deeper distribution and cross-
selling opportunities.
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> Healthy NIM Performance: Net Interest Margin
(NIM) expanded 24 bps QoQ to 5.96% in Q4FY26,
supported by lower cost of funds and reduced
slippages. However, management expects margin
normalisation ahead following deposit rate hikes in
April 2026, including a 25 bps increase in peak
savings account rates and a 15 bps hike in peak term
deposit rates.

> Improving asset quality: Asset quality
strengthened significantly during the quarter with
slippages declining 17% QoQ and credit costs
moderating sharply. The bank expects credit costs to
stabilise at around 90 bps, supported by its largely
secured loan portfolio and improving collection
efficiencies.

» Operational Efficiency Improving: Despite
continued investments in Dbranch expansion,
branding, manpower, and technology, the cost-to-
assets ratio improved to 4.1% in FY26 from 4.5% in
FY25. Management aims to reduce this ratio below
4% in FY27E and further towards 3.5% over the
medium term through operating leverage and
technology-driven efficiencies.

» Strong Deposit Franchise & Liquidity: Deposits
grew 23% YoY and 10% QoQ, driven by healthy
CASA and retail term deposit growth. Nearly 79% of
deposits now comprise CASA, retail TDs, and non-
callable wholesale deposits, improving granularity
and funding stability over time.

> Leadership Continuity & Management
Strengthening: The extension of the MD & CEO’s
tenure till April 2029 provides strategic stability for
the franchise. The appointment of senior leaders,
including a new Executive Director and CFO, further
strengthens the management bench as the bank
progresses toward its transition into a Universal
Bank.
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Key risks:

» Slowdown in Credit Growth Momentum: A
moderation in overall credit demand or slower-than-
expected loan growth could impact advances
expansion and potentially weaken earnings
momentum for the bank.

» Asset Quality Pressure in Unsecured Portfolio:
Any deterioration in unsecured segments such as
MFI, personal loans, or credit cards could lead to
higher slippages, elevated credit costs, and pressure
on profitability.

» Competitive Intensity Across Segments:
Aggressive competition in secured retail products,
mortgages, and deposits from larger private banks
and NBFCs may impact growth, pricing power, and
risk-adjusted returns.
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Key Financial Indicators(Standalone)
YE March (Cr.) FY24 FY25 FY26 FY27E FY28E
NII 5,157.1 8,011.6 9,112.7 11,479.1 14,350.6
PPOP 2,473.9 4,580.7 5,088.8 6,404.3 8,057.9
PAT 1,534.7 2,105.9 2,641.3 3,629.6 4,666.2
GNPA 2.47% 2.28% 2.03% 1.58% 1.69%
NNPA 0.88% 0.74% 0.74% 0.52% 0.52%
CAR 20.1% 20.1% 18.7% 19.8% 19.4%
EPS 22.9 28.3 35.3 48.5 62.4
PE 26.7 36.9 29.6 20.9 16.3
ROA 1.6% 1.5% 1.6% 1.8% 1.8%
BVPS 188 231 267 310 354
ABVS 181 219 253 299 347
P/ABVS 3.4 4.8 4.1 3.4 2.9
Variance Analysis(Standalone)
Particulars (Rs. In Cr.) Mar-26 Mar-25| YoY (%) Dec-25| QoQ (%)
Interest Earned 5,019.15 4,270.60 17.53%| 4,727.47 6.17%
Total Income 5,750.10 5,031.27 14.29%| 5,451.26 5.48%
Interest Expended 2,436.82 2,176.68 11.95%| 2,386.20 2.12%
Operating Profit 1,351.52 1,292.26 459%| 1,215.31 11.21%
PAT 831.87 503.70 65.15% 667.66 24.59%
OPM% 26.93% 30.26%| -11.00% 25.71% 4.75%
PATM% 16.57 11.79 40.54% 14.12 17.35%
Adj. EPS(Rs) 11.12 6.77 64.25% 8.94 24.38%

Valuation and Outlook:

AU Small Finance Bank remains well-positioned to deliver steady and sustainable growth, supported by
strong momentum in secured lending, gradual recovery in unsecured segments, a strengthening liability
franchise with improved granularity, and improving asset quality trends. Lower credit costs and operating
leverage are expected to offset the impact of marginally lower NIMs following the strong Q4FY26
performance, enabling the bank to improve RoA to ~1.8% during FY27-28E from 1.5% in FY26. We expect
NII, PPOP, and PAT to register a CAGR of 25.5%, 25.8%, and 32.9%, respectively, over FY26-28E.
The stock is currently trading at ~3.4x FY27E P/ABV and ~2.9x FY28E P/ABV, and given the robust
growth outlook, we maintain a positive stance with a target price of ¥1,240, implying an upside potential
of ~22.05% from the May 6, 2026 closing price of ¥1,015.95 over the next 9-12 months.
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Profit And Loss(Standalone)

YE March (Cr.) FY24 FY25 FY26 FY27E FY28E
INCOME

Interest Income 10,554.71 | 16,063.73 | 18,636.34 | 23,668.15| 29,348.51
Interest Expenses 5397.63| 8,052.16 9,523.66 | 12,189.10 | 14,997.86
Net Interest Income 5,157.08 | 8,011.57| 9,112.68| 11,479.05| 14,350.65
Other Income 1,704.78 | 2,526.31 2,977.94 | 3,781.98 4,689.66
Net Total Income 6,861.86 | 10,537.88 | 12,090.62 | 15,261.04 | 19,040.31
EXPENSES

Employee Cost 2,103.68 | 3,147.76 | 3,848.16| 4,717.35 5,849.51
Other Operating Cost 2,284.32 | 2,809.46 | 3,153.69| 4,139.43 5,132.90
Operating Expenses 4,388.00| 5,957.22| 7,001.85| 8,856.78| 10,982.41
PPOP 2,473.86| 4,580.66| 5,088.77| 6,404.26 8,057.90
Provisions and Contingencies 47443 1,79263| 1,614.71| 1,630.24 1,920.45
Profit before Tax 1,999.43 | 2,788.03| 3,474.06| 4,774.02 6,137.45
Taxes 464.70 682.12 832.79 | 1,144.41 1,471.25
Profit After Tax 153473 2,10591| 2,641.27| 3,629.61 4,666.20
Equity Shares In Cr.(FV- 10) 66.92 74.45 74.83 74.83 74.83
EPS 22.93 28.29 35.30 48.50 62.36

Source: Company website, SSL Research Centre, ACE Equity, Trendlyne, NSE & BSE, etc
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Ratings

Expected Return

Buy

>15%

Accumulate

10% to 15%

Hold

0% to 15%

Sell

<-15%
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SSL Research aims to deliver objective views and recommendations. The recommendations are based on 12-month
performance horizon, unless otherwise specified. The SSL investment rating matrix are on absolute
positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there
could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit
rating at appropriate time. Please note that the stock always carries the risk of being upgraded to Buy or

downgraded to a Hold, Reduce and Sell.
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StockHolding Services Limited
(Formerly known as SHCIL Services Limited)
CIN NO: U65990MH1995G0I1085602 SEBI - RA: INH000001121
Plot No. P-51, T.T.C. Industrial Area, MIDC Mahape, Navi Mumbai — 400 710

Call to us: 91-080-69850100  E_Mail: customerdesk@stockholdingservices.com www.stockholdingservices.com

Disclaimer

The research recommendations and information are solely for the personal information of the authorized recipient and does not
construe to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it.

The research services (“Report”) provided is for the personal information of the authorized recipient(s) and is not for public
distribution. The report is based on the facts, figures and information that are considered true, correct and reliable. The report is
provided for information of clients only and does not construe to be an investment advice. This report does not constitute an offer
or solicitation for the purchase or sale of any financial instrument or as a confirmation of any transaction. Each recipient of this
report should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to in this report and should consult its own advisors to determine the merits and risks of such an
investment. StockHolding Services Limited (formerly known as SHCIL Services Limited)-(SSL) and its associate companies, their
directors and their employees shall not be in any way responsible for any loss or damage that may arise to any recipient from any
inadvertent error in the information contained in this report or any action taken on the basis of this information.

Disclosure

StockHolding Services Limited (formerly known as SHCIL Services Limited) -(SSL) is a SEBI Registered Research Analyst having
registration no.: INHO00001121. SSL is a SEBI Registered Corporate Stock broker having SEBI Single Registration No.: INZ000199936
and is a member of Bombay Stock Exchange (BSE)- Cash Segment and Derivatives Segment, National Stock Exchange (NSE)-Cash,
derivatives and Currency Derivatives Segments and Multi Commodity Exchange of India (MCX) — Commodity Derivative. SSL has
registered with SEBI to act as Portfolio Manager under the SEBI (Portfolio Managers) Regulations, 2020, bearing registration no.
INPO00007304 and also obtained registration as Depository Participant (DP) with CDSL and NSDL, SEBI Registration No.: IN-DP-471-
2020. SSL is a wholly owned subsidiary of Stock Holding Corporation of India Limited (StockHolding). StockHolding is primarily
engaged in the business of providing custodial services, designated depository participant (DDP) post trading services, Authorized
Person services in association with SSL and DP services. SHCIL is also registered as Research Analyst with SEBI. Neither SSL nor its
Research Analysts have been engaged in market making activity for the companies mentioned in the report /recommendation. SSL
or their Research Analysts have not managed or co-managed public offering of securities for the subject company (ies) in the past
twelve months.

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

The Analysts engaged in preparation of this Report or his/her relative or SSL’s associates: - (a) do not have any financial interests
in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any
material conflict of interest at the time of publication of the Report.

The Analysts engaged in preparation of this Report or his/her relatives or SSL’s associates: - (a) have not received any compensation
from the subject company in the past twelve months; (b) have not managed or co-managed public offering of securities for the
subject company in the past twelve months; (c)have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months;
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(d) have not 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; (e) has not received any compensation or other benefits from the
subject company or third party in connection with the Report; (f) has not served as an officer, director or employee of the subject
company; (g) is not engaged in market making activity for the subject company.

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

"The securities quoted are for illustration only and are not recommendatory".

The investor is requested to take into consideration all the risk factors before actually trading in equity and derivative contracts.
For grievances write to grievances@stockholdingservices.com. In case you require any clarification or have any query/concern,
kindly write to us at ssl.research@stocholdingservices.com.
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