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Gaining momentum with tech-led growth; credit

guality to be monitored

Key Points

» Poonawalla Fincorp’s 2QFY26 performance was below consensus
estimates. PAT came in 25% lower due to higher operating costs.

> Asset quality improved during the quarter, primarily driven by effective
resolution of the erstwhile STPL portfolio.

> PFL is leveraging Al-led digital journeys alongside an aggressive branch
rollout (400 planned by FY26; 80 already live), especially in Tier 2/3 cities,
to scale up the gold loan and consumer businesses.

» We remain watchful of the credit cost trend going forward and factor in
elevated opex to support new verticals. We roll forward our valuation to
Sept-27E ABV and introduce FY28 estimates with an unchanged multiple
of 3.3x, giving us a TP of Rs425. We maintain SELL on the stock. Currently
stock trades at 3.8x at Sept-27E ROA/ROE of 1.2%/10.3%.

Strong sequential growth momentum, AUM, NIl and other metrics
improving: PFL has undergone a senior management change, with a new MD
and leadership team in place, and has consolidated its business lines leading to
calibrated disbursement growth. In Q2FY26, AUM grew by a robust 68% YoY to
Rs478 bn, driven by strong traction across both existing and newly-launched
verticals. The AUM composition remains diversified with MSME, Consumer, LAP,
and pre-owned cars accounting for ~36%, 26%, 26%, and 11%, respectively.
While legacy STPL disbursements are being wound down, the company is scaling
up high-ROA products like PL prime, consumer durables, shopkeeper loans, used
CV, gold loans, and education loans. NII grew 37%/20% YoY/QoQ to Rs7.6bn.
Calculated cost of borrowings declined by 50bps to 7.2% vs 7.7% in Q2FY25.
PPOP grew by 28% YoY due to higher other income.

Profitability returns, but cost pressures remain: The company reported a
remarkable turnaround from Rs.4.7bn loss in 2Q FY25 to Rs.0.7bn profit in
2QFY26. However, cost-to-income ratio stood at 60.6% (2QFY25:56.4%) as the
company ramped up its distribution network for new product launches (160 new
gold loan branches) and initiated 10 new (45 overall) Al projects during the
quarter.

Several metrics to monitor: We closely track the company's quarterly asset
quality trends, particularly GNPA and NNPA ratios. Any deterioration in asset
quality could necessitate higher provisioning, directly impacting profitability.
Additionally, the company's ability to access cost-effective funding will be critical
given its product, branch and Al rollout. We maintain an unchanged 3.3x multiple
with a TP of Rs.425 (Rs.376 earlier) and a SELL rating.

Est Change Maintain
TP Change Upwards
Rating Change Maintain

Company Data and Valuation Summary

Reuters POON.BO
Bloomberg POONAWAL IN
Market Cap (Rsbn / US$bn) 427.7/14.8
52 Wk H /L (Rs) 570/ 267
ADTV-3M (mn) (Rs / US$) 1,698.1/19.3
Stock performance (%) 1M/6M/1yr 17.7/36.9/39.8
Nifty 50 performance (%) 1M/6M/1yr 256/25/34

Shareholding 3QFY25  4QFY25  1QFY26
Promoters . 62.4 . 62.5 . 62.5
Dlis 10.8 10.1 11.3
FlIs 8.2 10.0 10.8
Others 18.6 17.3 15.5
Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rs mn) FY24 FY25 FY26E FY27E
NIl 19,493 23,594 32,337 49,481
% growth 59.8 21.0 37.1 53.0
NIMs (%) 9.5 7.8 7.3 6.8
C/I Ratio (%) 36.7 51.1 56.0 58.9
Operating Profit 13,897 13,228 16,159 22,960
% growth 132.0 (4.8) 22.2 421
Adjusted PAT 10,197 (983) 7,948 12,298
% growth 80.7 NA  (908.3) 54.7
ABVPS (Rs) 104 101 109 118
P/ABV 2.9 3.7 3.8 3.5
ROA (%) 4.8 0.3) 1.7 1.7
Leverage (x) 2.9 3.6 5.5 8.2
ROE (%) 14.0 1.2) 9.4 13.7

Source: Company, Bloomberg, Nirmal Bang Institutional Equities
Research
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Exhibit 1: Quarterly performance

Particulars (Rsmn) 4Q26E FY26E 2Q26E Var (%)

NIl 5761 5592 6,141 6,101| 6,393 7,644 8,514 8,742 | 19,493 23,594 7,717 -1% 37% 20%
YoY (%) 36.8 17.8 25.1 8.5 11.0 36.7 38.6 43.3 59.8 21.0 38.0 - - -
Other Income 977 810 498 1,048 | 1,287 1,405 1,430 1,735 2,478 3,483 1,063 - 73% 9%
Net Income 6,738 6,402 6,638 7,149| 7,679 9,049 9,944 10,476| 21,970 27,078 8,780 3% 41% 18%
Opex 2,417 3,610 2,908 4,765| 4,434 5,484 6,147 6,783 8,074 13,850 4,718 - 52% 24%
PPOP 4,321 2,792 3,731 2,384| 3,245 3,565 3,797 3,693 | 13,897 13,228 4,062 -12% 28% 10%
YoY (%) 46.9 -16.8 6.5 -41.8| -249 27.7 1.8 54.9 132.0 -4.8 45.5 - - -
Provisions 425 9,096 3,479 1582| 2411 2,577 1,176 1,335| 13,897 13,228 2,942 -12% NA 7%
PBT 3,897 -6,305 251 802 834 989 2,621 2,358 | 21,342 -1,354 1,120 -12% NA 18%
Tax 980 -1,594 65 179 208 247 585 526 4,827 -371 280 - NA 18%
ETR (%) 25.15 25.29 25.66 22.3 22.3 22.3 22.3 22.3 22.6 27.4 25.0 - NA

PAT 2,916 -4,710 187 623 626 742 2,036 1,832| 16,515 -983 840 -12% NA 19%
YoY (%) 457 -137.4 -93.0 -81.2| -785 -115.8 989.6 1941 80.7 -109.6 -117.8 = = =
Business Metrics

AUM (Rsbn) 270 284 310 356 413 4782 546 617 356 617 472 1% 68% 16%
YoY (%) 51.7 40.5 41.2 42.5 52.9 68.4 76.3 73.1 42.5 73.1 66.1 - - -
GS3 (%) 0.67 2.10 1.85 1.84 1.84 1.59 1.47 1.33 1.84 1.33 1.66 -7bps -51bps -25bps
NS3 (%) 0.32 0.33 0.81 0.85 0.85 0.81 0.66 0.60 0.85 0.60 0.75 6bps 48bps -4bps
PCR - stage 3 (%) 5253 8447 56.79 54.47| 53.93 55.00 55.00 55.00| 54.47  55.00 55.00 Obps  -2947bps  107bps

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Change in our estimates

Revised Estimates ‘ Earlier Estimates % Revision
FY26E FY27E ‘ FY26E FY27E FY26E
Net Interest income (Rsmn) 31,292 41,529 30,548 40,705 2.4 2.0
Operating Profit (Rsmn) 14,301 16,695 14,471 15,811 -1.2 5.6
Profit after tax (Rsmn) 5,236 6,804 4,998 6,770 4.8 0.5
ABVPS (Rs) 127 133 106 113 19.6 18.5

Source: Company, Nirmal Bang Institutional Equities Research

20QFY26 Con-call KTAs

e Guidance and Outlook: The management reiterated its focus on building a risk-calibrated,
digitally-led growth franchise with predictable profitability and strong governance. The
company is in an intensive investment phase focused on technology, Al-led underwriting, and
multi-product distribution expansion. Poonawalla Fincorp guided that the current business mix
and cost efficiencies will support sustained improvement in ROA over the coming quarters.
The company aims to achieve best-in-class credit cost levels (1.5-2%) as new products scale
up and legacy portfolios normalize. The promoter infused Rs 15 hillion via preferential issue
in Q2, reinforcing confidence in the business trajectory. The management highlighted robust
growth visibility, supported by improving operating leverage, lower borrowing costs, and
diversified product expansion across secured and digital segments.

Poonawalla Fincorp (POONAWAL)
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e Loan Book and Disbursement Trends: The AUM rose to Rs 477 billion as of September
2025, marking a 68% YoY and 15.6% QoQ growth, driven by momentum across product
segments. Total disbursements grew 16% QoQ to Rs 136 billion in Q2 and nearly doubled
YoY. New products contributed 17% of quarterly disbursements, up from 11% in Q1, with Rs
7.5 billion disbursed in September alone. The on-book secured mix increased to 56%,
reflecting the company’s focus on stable, asset-backed growth. Among new businesses, the
Prime Personal Loan segment reached Rs 40 billion in monthly disbursements, while Gold
Loans scaled up to Rs 11 billion in September (from Rs 2.8 billion in June). The Commercial
Vehicle business also doubled disbursements to Rs 10 billion, now operational across 12
states. Consumer durable financing surged to Rs 6.5 billion monthly, supported by a
distribution network of over 10,000 dealer points across 190 cities.

e Margins and Borrowing Costs: Net Interest Margin (NIM) expanded to 8.4% in Q2 FY26, up
8 bps QoQ, aided by improved funding mix and yield stability despite the growing secured
portfolio. The cost of borrowing declined sharply by 35 bps to 7.69%, compared with 8.04% in
Q1, reflecting increased reliance on NCDs and capital market borrowings, which now form
35% of the total funding (up from 7% in March 2025). Long-term borrowings account for 80%
of total liabilities, positioning the company advantageously in a softening rate cycle.
Poonawalla raised Rs 23.5 billion via secured entities during Q2 and Rs 78 billion in H1, with
plans to push NCD share toward 35% on a steady-state basis. The company’s PPOP stood
at Rs 38.7 billion, growing 19% QoQ, indicating rising operating efficiency even amid branch
and technology expansion.

e Credit Costs and Risk Metrics: Credit cost remained stable at 2.67% in Q2 versus 2.61% in
Q1, but the management reiterated a downward bias going forward. For the 12 core products,
annualized credit cost was at 1.51%, reflecting strong underlying portfolio health. The residual
STPL (instant consumer loan) book, which caused elevated provisions earlier, has been
reduced from 4% to just 2% of AUM, with 70% of the book now 0 DPD (nho delinquency). The
credit provisioning on this legacy book declined to Rs 5.7 billion in Q2 from Rs 6.4 hillion in
Q1, and the management confirmed “the worst is behind.” Improved underwriting standards,
Al-driven risk controls, and multi-layer fraud detection tools are expected to sustain low future
losses.

e Asset Quality and Slippages: Asset quality strengthened meaningfully during the quarter.
Gross NPA (GNPA) improved to 1.59%, down 26 bps QoQ from 1.84%, while Net NPA
reduced to 0.81%. In absolute terms, GNPA was Rs 71.1 billion, nearly flat versus Rs 71.2
billion in Q1 despite AUM growth. The Stage 1 asset share rose to 97.1% (from 96.5%), Stage
2 declined to 1.3%, and Stage 3 fell to 1.6%, underscoring strong collections and early
delinquency control. The provisioning coverage ratio stood at 49.7%. The management
highlighted significant improvement in first EMI bounce rates, which are now 70% better than
the earlier STPL book, and collection efficiency improved by 40%, validating the recalibrated
credit models and data-driven collections strategy.

e Profitability and ROA: Profit after tax for Q2 FY26 stood at Rs 7.4 billion, despite higher
investments in branch expansion, new businesses, and Al initiatives. The company
maintained a capital adequacy ratio of 20.85% (Tier-1: 19.63%) and a liquidity coverage ratio
of 141%, backed by Rs 62.6 billion in surplus liquidity. The management reiterated that the
combination of lower credit costs, calibrated risk management, and technology leverage will
help deliver superior ROA and ROE performance over the medium term. The business is now
structurally positioned for profitable growth with high-quality originations, better product
granularity, and enhanced digital operating leverage.

Poonawalla Fincorp (POONAWAL)
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e Asset Financing and New Business Lines: The asset financing and new product verticals
are scaling up rapidly. Gold Loans and Commercial Vehicles have become core drivers of
secured asset expansion, with plans to reach 400 branches by March 2026 (95% in Tier-2/3
cities). The Education Loan vertical achieved Rs 10 billion in monthly disbursements,
onboarding over 200 consultants, with plans to expand to 500 by FY26-end. The Consumer
Durable business now covers 10,000+ retail partners, with 94% of customers using PFIN EMI
cards. Together, these businesses are deepening distribution reach and contributing
meaningfully to customer franchise growth. The lap (loan against property) portfolio grew
136% YoY and business loans by 54% YoY, both demonstrating healthy traction across
secured products.

e Digital Transformation and Al Initiatives: Poonawalla Fincorp continues to embed Al and
automation across credit, collections, and operations. The company is running 45 Al projects,
of which 16 are live, spanning fraud detection, document digitization, real-time risk scoring,
and regulatory automation. Al-driven scorecards and Gen-Al tools are improving decision
speed, reducing costs, and enhancing customer experience. The company’s initiatives have
earned national recognition, including CIl Al Awards and FICCI National HR Innovation
Awards 2025, underscoring its leadership in digital transformation within NBFCs.

Exhibit 3: AUM growth over the quarters Exhibit 4: Asset quality metrics
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Exhibit 5: Cost of borrowings trajectory Exhibit 6: Opex/AUM and cost/income
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a relationship beyond broking

Exhibit 7: RoA and CRAR
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Exhibit 8: AUM mix
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Source: Company, Nirmal Bang Institutional Equities Research; Note: *The DA book & the legacy book has been reclassified from
respective verticals under the Discontinued (Legacy+DA) from 2QFY24

Exhibit 9: Actual performance vs our estimates

Consens Devi (%)
us

20FY26  2QFY25 1QFY26 | YoY (%) QoQ (%) | 2QFY26E  Devi (%)

Net Interest Income 7,644 6,393
PPOP 3,565 3,245
PAT 742 626

Source: Company, Nirmal Bang Institutional Equities Research

Poonawalla Fincorp (POONAWAL)
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Exhibit 10: Financial summary

Y/E March (Rsmn)
Net Interest Income
Pre-provisioning operating profit
Adjusted PAT

P/E (x)

P/BV (x)

P/ABV (x)

EPS (Rs)

BV (Rs)

ABV (Rs)

Gross NPAs (%)
Net NPAs (%)

ROA (%)

ROE (%)

FY24
19,493
13,897
10,197

39.7
5.0
5.1

13
105
104
1.2
0.6
4.8
14.0

Institutional Equities

FY25
23,504
13,228

-983
(412.6)
5.0
5.2
(1)
105
101
1.8
0.9
(0.3)
(1.2)

FY26E
31,292
14,301

5,236
77.5
4.0
4.1
7
131
127
1.3
0.6
1.1
5.7

FY27E
41,529
16,695

6,804
59.6
3.9
3.9
9
133
133
1.3
0.7
0.9
6.6

FY28E
62,995
28,723
14,660

27.7
3.7
3.7

19
140
140
1.3
1.0
1.4
13.9

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 11: One-year forward P/ABVPS
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Source: Bloomberg, Nirmal Bang Institutional Equities Research
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Exhibit 12: Income statement Exhibit 14: Ratios
Y/E March (Rs mn) FY24 FY25 FY26E FY27E FY28E Ratios FY24 FY25 FY26E FY27E FY28E
Interest Income 28,996 38,745 59,741 95,536 132,459 Spreads Analysis (%)
Interest expenses 9,503 15,151 27,405 46,055 69,465 Interest yields (on advances) 15.6 14.2 12.9 13.2 135
Net Interest Income 19,493 23,594 32,337 49,481 62,995 Avg Cost of funds 7.3 7.4 7.4 7.3 7.1
NIl growth 59.8 21.0 37.1 53.0 51.7 NIMs 9.5 7.8 7.3 6.8 6.4
Other Income 2,478 3,483 4,427 6,382 11,493 Interest spread 8.3 6.8 54 5.9 6.4
Net Income 21,970 27,078 36,764 55,864 74,487 Profitability Ratios (%)
Change (%) 56.7 23.2 35.8 52.0 48.2 RoE 14.0 -1.2 9.4 13.7 13.9
Employee Cost 4,444 6,362 8,918 10,037 13,448 ROA 4.8 -0.3 1.7 1.7 1.4
Other Operating Exp. 3,629 7,488 11,687 22,867 32,316 Int. Expended/Int. Earned 32.8 39.1 45.9 48.2 52.4
PPOP 13,897 13,228 16,159 22,960 28,723 Other Inc./Net Income 12.7 14.8 13.7 12.9 18.2
PPOP growth 132.0 -4.8 22.2 42.1 72.0 Efficiency Ratios (%)
Total Provisions 720 14,582 5,899 7,129 9,853 Cost/Income Ratio 36.7 51.1 56.0 58.9 61.4
% to operating income 5.2 110.2 36.5 311 34.3 Empl. Cost/Op. Exp. 55.0 45.9 43.3 30.5 29.4
PBT before share of JV 13,177 -1,354 10,260 15,830 18,870 Asset-Liability Profile (%)
Share of JV 0 0 0 0 0 Loans/Borrowings Ratio 1.5 1.3 1.2 1.1 1.0
Exceptional items 8,165 0 0 0 0  GNPA 2685 6190 7,643 12,093 1717613
PBT 21,342 -1,354 10,260 15,830 18,870 NNPA 1.359 2.820 3,439 5.442 7.993
Tax 4,827 -371 2,311 3,532 4,210 GNPL ratio (%) 1.2 1.8 1.4 1.3 1.3
Tax Rate (%) 36.6 27.4 225 22.3 22.3 NNPL ratio (%) 06 0.9 0.6 0.6 1.0
PAT 16,515 983 7,948 12,298 14,660 Source: Company, Nirmal Bang Institutional Equities Research
PAT growth 80.7 -109.6 NA 54.7 1155
Adjusted PAT 10,197 -983 7,048 12,208 14,660 Exhibit 15: Valuations
Source: Company, Nirmal Bang Institutional Equities Research Valuations Fy24 FY25  FY26E  FY27E  FY28E
BVPS (Rs) 105.3 105.1 131.2 133.3 140.1
Exhibit 13: Balance sheet BV Growth (%) 26.2 0.2 24.8 16 5.2
Y/E March (Rs mn) FY24 FY25 FY26E FY27E FY28E Price-BV (x) 5.0 5.0 4.0 3.9 3.7
Capital 1,541 1,546 1,546 1,546 1,546  Adjusted BV per 103.6 1015 127.0 1231 140.3
Reserves & Surplus 79,623 79,694 86,317 89,626 106,897 Ii?::\/ 51 5.2 a1 43 3.7
Net Worth 81,164 81,240 87,863 91,172 108,443 EPS (Rs) 13.2 13 6.8 8.8 19.0
Borrowings 1,50,801 2,58,806 476,983 787,727 1,124,907 Growth (%) 80.1 NA 299 115.5
Change (%) 356 716 84.3 651 336 Price-Earnings (x) 39.7 NA 77.5 59.6 27.7
Other Liabilities 8,904 9,740 13,855 16,841 29,540 Dividend 0.0 0.0 14 0.9 19
Total Liabilities 2,40,869  3,49,785 578,701 895,740 1,262,890 Dividend Yield (%) 0.0 0.0 03 0.2 04
Cash & Cash advances 2685 1 26 800 450 Source: Company, Nirmal Bang Institutional Equities Research
Loans 2,20,464  3,26,950 556,401 893,283 1,124,907
Loan growth 44.8 48.3 70.2 60.5 33.6
Other Assets 17,720 22,484 21,575 22,451 30,407
Total Assets 2,40,869  3,49,785 578,701 895,740 1,155,764

Source: Company, Nirmal Bang Institutional Equities Research

Poonawalla Fincorp (POONAWA



% NIRMAL BANG Institutional Equities

Rating track

Date Rating Market price (Rs) Target price (Rs)
2 March 2022 Hold 239 261
14 May 2022 Buy 248 294
28 July 2022 Buy 269 314
19 September 2022 Buy 297 355
22 October 2022 Buy 315 380
26 January 2023 Buy 300 345
22 March 2023 Buy 281 371
26 April 2023 Buy 308 367
25 July 2023 Buy 368 438
22 October 2023 Hold 376 390
19 January 2024 Hold 484 472
30 April 2024 Hold 489 480
22 July 2024 Hold 411 400
27 October 2024 Sell 298 275
1 February 2025 Sell 310 275
27 April 2025 Sell 380 271
27 July 2025 Sell 413 376
19 October 2025 Sell 526 425
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