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Another strong quarter; RoE to improve sustainably; maintain BUY

DCB Bank delivered a strong performance for another quarter,
supported by: (a) healthy growth in balance-sheet (deposits up 20.1%
y/y and advances up 17.1% y/y); (b) core operating profit outpacing
balance-sheet growth; and (c) healthy asset quality. Growth was broad-
based, led by gold, corporate and agri, with deposits continuing to
outpace loans, and supports an improving LDR. Margin remained
largely rangebound, as pressure on yields was offset by a lower cost of
funds, while fee income remained healthy and opex ratios eased. Net
slippages remained modest at 22bps, while gross slippages (ex-gold)
held near 1.5% levels. Looking ahead, with stable margin, sustained fee-
income momentum and moderate credit cost, we expect the bank’s RoE
to improve sustainably from ~11-12% to 13-14% over FY27/28e. Thus, we
maintain BUY on DCB Bank with a 12-month TP of Rs298, valuing it at
1.1x FY28e P/ABV.

Asset quality remains healthy: The bank’s GNPA/NNPA improved to
2.43/0.84% (down 2bps/5bps q/q) in Q1FY27, while PCR strengthened to
66% (up 166bps q/q). Despite seasonally higher stress, asset quality remained
healthy, with gross/net slippages coming in at 2.7%/0.2% in QI1FY27
compared to 4.6%/1.4%s in Q1FY26 and 2.3%/-0.2% in Q4FY26. Slippages
(ex-gold) stood at 1.52% (up 5bps q/q/down 158bps y/y). The bank maintains
a Rs2.1 bn provisioning buffer for ECL transition and does not expect any
material impact form the same. With improving business traction and
normalising collections, we expect the bank’s net slippages to remain contained
at sub-50bps levels in FY27e.

Strong balance-sheet momentum sustains: Credit growth stood at 17.1%
y/y, led by strong traction in gold (up 128% y/y), corporate (up 41.6% y/y)
and agri (up 22.6% y/y). We expect the bank to grow 200-250bps higher than
the system with incremental growth from mortgage, MSME and CV segments.
Co-lending is expected to grow broadly in line with overall credit. Deposit
growth continues to outpace loans at 20.1% y/y, supporting an improvement
in LDR.

RoE to expand 150-200bps in the medium-term: NIM declined 4bps q/q to
3.35% on account of 23bps q/q decline in yields and 220bps decline in LDR,
which was partially offset by 14bps decline in CoF. We expect margin to remain
largely rangebound, as any pressure on funding cost is likely to be offset by
improving loan-mix with a higher share of better-yielding assets. Fee income
remained healthy (up 21.8% y/y), while opex/assets declined 4bps q/q to
2.43%. Consequently, core operating profit increased by 45.2% y/y, outpacing
balance sheet growth. Looking ahead, improving margin, sustained growth in
fee income and moderate credit cost should support profitability, driving a 150-
200bps expansion in RoE over the next two years.

Valuation: We maintain BUY rating on the stock with a 12-mth TP of Rs298,
valuing it at 1.2x FY28e P/ABV. Key Risks: (a) Slower loan-book growth; and
(b) large slippages in mortgage book.
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Quick Glance - Financials and Valuations

Fig 1 - Income Statement (Rs m) Fig 4 - Price-to-Book Band

YIE Mar FY24  FY25  FY26  FY27e  FY28e
Net interest income 19,279 21,066 24,565 29,133 34,642
NIl growth (%) 123 93 166 186 189 0
Non-interest income 4,742 7,505 8,551 10,176 12,211 540 2.2x
Income 24,021 28571 33117 39,309 46,854
Income growth (%) 13.0 18.9 15.9 18.7 19.2 450
Operating expenses 15377 18201 20169 23213 27029 16x
PPoP 8,644 10370 12,957 16,09 19,825
PPoP growth (%) 99 200 250 242 232 270 11
Provisions 1425 2,084 3,188 3,286 4,007 . ﬂ ,
PBT 7220 8286 9770 12810 15818 ' e,
Tax 1860 2133 2454 3228 3986 rmVﬂ WM, 05
PAT 5,360 6,153 7,316 9,582 11,832 7 ’ -
PAT growth (%) 15.1 14.8 189 310 235 0 e e e e e e e w
EPS (Rs) 17.1 196 227 298 36.8 T Xz oxzoz oz o T % I 0T 03
DPS (Rs) 13 14 15 19 24 o e
Source: Company, Anand Rathi Research Source: Bloomberg
Fig 2 — Balance Sheet (Rs m) Fig 5 - 1-Year Fwd. Price-to-BV
YIE Mar FY24  FY25  FY26  FY27e  FY28e
Share capital 3128 3143 3219 3219 3219
Reserves & surplus 47585 53,764 62,131 71,090 82,152 25
Deposits 493530 6,00,310 7,25,833 8,56,482 10,02,084 .IL 1 +25D
Borrowings 62,195 91,152 60,864 69,994 87,493 20
Other liabilities 23932 19730 28648 32,736 38971 . 1150
Total liabilities 6,30,370 7,68,098 8,80,69510,33,521 12,13,920 15 r k ﬂ \
Advances 4,09,246 510,469 6,00,218 7,14,259 8,57,111 0 i 1 Mean
Investments 1,62,108 2,01,499 2,03,780 2,34,347 2,62,469 ' W
Cash & bank balances 30659 26986 42,204 48995 56,926 48D
Fixed & other assets 28357 29144 34493 35921 37414 0.5
Total assets 6,30,370 7,68,098 8,80,69510,33,521 12,13,920 250
No. of shares (m) 313 314 322 322 322 00
Deposits growth (%) 197 216 209 180 170 T 123285983588
Advances growth (%) 19.0 247 176 19.0 20.0 -2z e m e e mm e
Source: Company, Anand Rathi Research Source: Company
Fig 3 — Ratio Analysis (%) Fig 6 — Price Movement
Y/E Mar FY24  FY25  FY26  FY27e  FY28e
NIM 37 33 32 33 33
Cost-income 640 637 609 5914 577  (Rs)
RoA 0.9 0.9 0.9 1.0 11 20
RoE 11.1 114 12.0 137 148
DPS 13 14 15 19 24
LDR 829 850 827 834 855
Gross NPA 32 30 25 23 21
Net NPA 1.1 1.1 0.9 08 07
Provision Coverage 66.4 63.2 64.3 65.0 65.0
BV () 162.1 1814 2030 2308 2652 5
CAR (%) 16.6 16.8 16.6 153 145
- Tier 1 145 14.3 14.3 134 129 0
P/E (x) 10.9 95 8.2 6.3 5.1 §8§8888333I3888888 8
P/BV (x) 11 10 09 08 07 28823882388 23882S5:-
P /ABV (x) 1.2 1.1 1.0 0.9 0.7
Source: Company, Anand Rathi Research Source: Bloomberg
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] Key Highlights

Quarterly Snapshot

Fig 7 - Income Statement
(Rs m) Q4 FY25 Q1FY26 Q2 FY26 Q3 FY26 Q4 FY26 Q1FY27

Interest income 17,419 18,136 18,228 18,609 19,073 19,843
Interest expense 11,839 12,331 12,265 12,362 12,521 13,004
NIl 5,580 5,804 5,962 6,247 6,552 6,840
yly growth (%) 9.9 16.9 171 15.1 174 17.8
Non-interest income 2,188 2,361 1,861 2,214 2,115 1,963
Total income 7,768 8,166 7,823 8,461 8,667 8,803
yly growth (%) 20.7 27.7 9.6 16.4 116 7.8
Operating expenses 4,714 4,897 4,784 5,233 5,246 5,362
of which, staff costs 2,314 2,510 2,432 2,695 2,621 2,672
PPoP 3,054 3,269 3,039 3,228 3,421 3,440
yly growth (%) 30.7 59.2 19.1 19.1 12.0 52
Total provisions 672 1,151 605 ™ 690 571
PBT 2,382 2,117 2,434 2,487 2,731 2,870
Tax 611 545 595 640 675 738
PAT 1,771 1,573 1,839 1,847 2,057 2,132
yly growth (%) 137 19.7 18.3 220 16.1 356

Source: Company, Anand Rathi Research

Fig 8 — Balance Sheet
(Rs m) Q4FY25  Q1FY26 Q2FY26  Q3FY26 Q4FY26  Q1FY27

Equity capital 3,143 3,143 3,152 3,152 3,219 3,219
Reserves & Surplus 53,764 55,257 56,576 60,348 62,131 64,491
Deposits 6,00310  6,20390 647,765  6,77,540  7,25833  7,44,820
Borrowings 91,152 70,590 59,289 54,720 60,865 50,210
Other liabilities 19,730 24,570 22,123 22,640 28,648 24,780
Total Equity and Liabilities 7,68,098  7,73950  7,88904  8,18400 880,695  8,87,520

yly deposits growth (%) 216 20.0 18.8 19.5 209 20.1

g/q deposits growth (%) 5.9 3.3 44 4.6 71 26
Cash and cash balances 26,986 30,660 25,005 26,380 42,204 46,000
Advances 512380 512,150 531912 566,000 6,10299 599,510
Investments 4,02998 398960  4,09922 392400 407560  4,17,460
Other Assets 29,144 31,660 29,193 29,320 34,493 33,280
Total Assets 7,68,098  7,73950  7,88904 8,118,400  8,80695 8,887,520
Advances yly growth 247 214 1941 18.5 176 171
Advances g/q growth 6.8 0.3 34 6.8 6.0 0.1

Source: Company, Anand Rathi Research
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Fig 9 - Yield, Cost and Margin

Fig 10 — Credit Growth vs. LDR
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Fig 11 - Deposit Growth vs. CASA Ratio Fig 12 - Break-up of Loans
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Fig 13 - Break-up of Retail Loans Fig 14 — Asset Quality and Slippage Trends
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I Outlook and Valuation

Looking ahead, improving margin, sustained growth in fee income and
moderate credit cost should support profitability, driving a 150-200bps
expansion in RoE over the next two years. We maintain BUY rating on the
stock with a 12-mth TP of Rs298, valuing it at 1.2x FY28e P/ABV.

Fig 15 - DuPont Analysis
FY24 FY25 FY26 FY27e FY28e

Interest Income/Assets 9.3 9.3 9.0 9.0 9.0
Interest Expense/Assets 6.0 6.2 6.0 6.0 6.0
Net interest income/Assets 3.3 3.0 3.0 3.0 3.1
Non interest income/Assets 0.8 11 1.0 11 11
Net revenues/Assets 42 41 4.0 41 42
Operating expense/Assets 2.7 2.6 24 24 24
PPOP/Assets 15 1.5 1.6 17 18
Provision/Assets 0.2 0.3 04 0.3 04
Taxes/Assets 0.3 0.3 0.3 0.3 0.4
ROA 0.9 0.9 0.9 1.0 1.1
ROAE 111 114 12.0 13.7 14.8

Source: Anand Rathi Research

Fig 16 — Change in Estimates

FY27e FY28e

(Rs m) New Estimates Old Estimates Change (%) New Estimates Old Estimates Change (%)
NIl 29,133 28,735 14 34,642 33,805 25
PPoP 16,096 15,855 1.5 19,825 19,278 28
PAT 9,582 9,168 45 11,832 11,071 6.9

Source: Anand Rathi Research

Key Risks
B Slower loan-book growth.

B Large slippages in mortgage book.
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