
IDFC First Bank Ltd — Oct 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat (Core Operating Performance) One-line: The thesis remains firmly intact and is entering a

"harvesting" phase where massive balance sheet expansion—driven this quarter by a unique ₹34,390 Cr

FCNR(B) mobilization—is being delivered with best-in-class asset quality and visible operating leverage.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance Strong Beat
Core Operating Profit (ex-trading) grew 38.5% YoY; PAT maintained

>₹1,000 Cr despite high liquidity drag.
🟢

Earnings Quality High
Driven by 21.9% core income growth and a 55% incremental Cost-

to-Income ratio.
🟢

Guidance Confidence Strong
Management provided a granular bridge to recover NIMs to 5.8% by

Q4 and offset IRDAI fee hits.
🟢

Management

Credibility
Strong

Successfully raised $3.6 Bn in FCNR(B) deposits without overseas

branches, proving digital/brand pull.
🟢

Business Quality

Signal
Improving

Positive Jaws of 592 bps; Liability "drag" reducing from -0.7% to

-0.3% of assets on path to breakeven.
🟢

Key Q&A Exchange
Q#4 -

Sustainability

Mgmt confirmed 55% incremental C:I is "firmly in the bag" for H2

FY27.
🟢

The Street's Primary

Anxiety

NIM

Compression

Analysts focused on the 32bps NIM drop; Mgmt proved it is optical

(FCNR) and ROA-neutral.
🟢

Capital Cycle Stage Harvesting
Shifting focus from branch/tech "build" to sweating assets and

optimizing cost-of-funds.
🟢

Margin / Return

Trajectory
Improving

Core ROA at 0.93% (H1 0.99%); structural asset ROA is ~1.3% if

excluding liability build costs.
🟢

Pricing Power Stable
Calibrated domestic deposit growth (bulk deposits ↓ to 13.9%) due

to FCNR surplus.
🟢

FCF Conversion &

Quality
Strong

Average CASA remains high at 48.4%; LCR at 139% indicates

massive liquidity buffer.
🟢

Competitive Moat

Signals
Widening

$1 Bn debut bond and $3.6 Bn FCNR flows verify institutional and

NRI trust.
🟢

Balance Sheet

Strength
Strong

NNPA at 0.40% (all-time low); MFI stress effectively neutralized

(SMA 1&2 at 0.6%).
🟢

Working Capital

Efficiency
Improving

Incremental cost of funds benefit from FCNR (~100 bps vs

domestic) to aid future margins.
🟢

Mgmt Guidance Track

Record
Reliable

Delivered on the promise of crossing the ₹1,000 Cr PAT milestone

consistently.
🟢

Key Vulnerability CET-1 Depletion
CET-1 at 13.00% (vs 13.33% last Q); approaching a threshold that

necessitates a capital raise.
🟡

Management Tone Confident/Bullish
Vaidyanathan: "The trajectory is fairly established... we are

overjoyed with the FCNR timing."
🟢

Sentiment: 🟢 Positive



Key Takeaways: * Positives: IDFC FIRST has transitioned from a turnaround story to a growth compounding

story. Core Operating Profit grew 38.5% YoY, significantly outstripping asset growth. The FCNR(B)

mobilization of ₹34,390 Cr is a masterstroke of timing, locking in 3-5 year funding at a ~100 bps discount to

domestic equivalent costs (after hedging/PSL adjustments). Asset quality is exceptional, with NNPA at 0.40%

and the MFI book now representing only 2% of assets with 97% CGFMU coverage. * Negatives: The headline

NIM compression to 5.58% (from 5.90% clean last Q) created initial concern, though 16bps is purely a

denominator effect from NRI leverage. CET-1 capital at 13.00% is the narrowest among large private peers,

making a capital raise inevitable in the next 6 months to support 20% growth. * Street Concern & Mgmt

Response: The primary anxiety was the impact of the IRDAI consultation paper on insurance commissions. 

Management's Response: They estimated the impact can be fully neutralized by (1) the 1% cost-of-funds

benefit from FCNR flows and (2) the repricing of the ₹1.2 Lakh Cr floating rate book following recent and

expected repo hikes. * Watchpoint: The deployment of the ₹15,000 Cr+ excess liquidity currently dragging

NIMs by 7bps. If LCR normalizes to 115% by Q3/Q4 as guided, a sharp recovery in NIM and ROA is the primary

catalyst.

2. BUSINESS PERFORMANCE

2A. KEY METRICS



Metric
Current Qtr

(Q2 FY27)
YoY Change

QoQ

Change
Trend Mgmt Commentary

NII Growth (%) 21.0% ↑ ↓ 🟢
Growth remains healthy; Q2 impacted by

FCNR liquidity drag.

NIM (AUM basis

%)
5.58% ↓ 32 bps ↓ 32 bps 🟡

Optical drop due to FCNR (16bps) and

liquidity drag (7bps).

Cost of Funds % 5.97%
↓ 183 bps (since

merger)
→ 🟢

Structural reduction continuing; H1 FY27 at

5.97%.

CASA Ratio

(period end %)
47.6% ↓ 250 bps ↓ 320 bps 🟡

Drop due to ₹34,390 Cr FCNR in

denominator; ex-FCNR CASA is 52.8%.

CASA Ratio (avg

%)
48.4% ↓ 20 bps ↓ 170 bps →

Daily average shows underlying granularity

remains strong.

Credit-Deposit

Ratio %
88.0% ↓ ↓ 🟢

Derived from ₹3.47L Cr Loans / ₹3.48L Cr

Deposits + CDs.

Loans Growth (%

YoY)
30.1% ↑ ↑ 🟢

Ex-FCNR growth is 22.2%; RAM book now

80% of mix.

Deposits Growth

(% YoY)
26.8% ↑ ↑ 🟢

Total Customer Deposits reached ₹3,41,415

Cr.

GNPA % 1.32% ↓ 19 bps ↓ 19 bps 🟢
All-time low; stable performance across

RAM and Wholesale.

NNPA % 0.40% ↓ 4 bps ↓ 4 bps 🟢
Best-in-class; PCR remains strong at

70.1%.

Slippage Ratio % 1.6% ↓ 120 bps → 🟢
Net slippages stable; gross additions

trending lower.

Credit Cost (% avg

assets)
1.01% ↓ 57 bps ↓ 12 bps 🟢

Ex-FCNR provision (₹100 Cr), credit cost is

0.94% of assets.

Collection

Efficiency %
99.5% → → 🟢

Stable for 0-30 DPD bucket in retail

portfolio.

Capital Adequacy /

CET1 %

14.67% /

13.00%
↓ ↓ 33 bps 🟡

Approaching capital raise trigger; profit

accretion helping offset RWA growth.

PAT (₹ Cr) 1,045 ↑ 196.5% ↓ 2.8% 🟢
Second consecutive ₹1k Cr+ quarter; Q1 had

higher trading gains.

Fee Income

Growth %
24.5% ↑ ↑ 🟢

Strong granular fees; 91% derived from

retail operations.

2B. SEGMENT BREAKDOWN



Segment
Advances (₹

Cr)

YoY

Growth
GNPA Trend

vs Co.

Avg
Key Development

Mortgages

(HL+LAP)
64,211 8.7% 1.54% → Higher

Conscious slow growth due to low yields;

"aging" of book.

Consumer Loans 60,324 25.3% 1.15% 🟢 Lower
Strongest retail segment; GNPA improved

from 1.30% QoQ.

Credit Cards 9,875 14.3% 1.49% 🟢 Lower
C:I ratio improved drastically from 95.4% to

77.5% YoY.

MFI

(Microfinance)
6,825 -6.6% 2.54% 🟢 Higher

Decisive recovery; GNPA down from 3.61%

QoQ.

Wholesale

Banking
70,312 33.5% 1.68% 🟢 Higher

Corporate A & Above at 76%; zero defaults

in 7 years (ex-ATM).

FCNR(B) Backed 24,885 New 0.00% 🟢 N/A
Fully FD-backed; 100% secure, ROE

accretive.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate / Mathematical

Feasibility

Historical

Delivery

Risk

Flag

Guidance NIM 5.8% by Q4 FY27.
Requires 22bps recovery; feasible as 7bps

liquidity drag and 8bps day-count reverse.
On Track Low

Guidance Credit Cost
1.5% - 1.6%

(Funded Assets).

High; currently at 1.38% (including ₹100 Cr

FCNR provision).
Beat Low

Guidance C:I Ratio
Reach mid-60s in

4-5 years.

Requires maintaining 500bps Jaws; H1 FY27

Jaw was 553bps.
On Track Low

Guidance
Loan

Growth

~20% (Sustainable

Core).
High; currently 22% (ex-FCNR). Met Low

Strategy
Liability

Drag

Breakeven in 3

years.

Current drag is 0.7% of liabilities; reduced

from 4.2% in FY20.
Improving Medium

Strategy
Capital

Raise

Watch market

conditions.

Necessary; CET-1 at 13.0% provides limited

buffer for FY28 growth.
New High

Macro
IRDAI

Impact

Neutralized by

FCNR/Repo.

Mathematical: 1% FCNR benefit on ₹35k Cr =

₹350 Cr; 50bps Repo on ₹1.2L Cr = ₹600 Cr.
New Medium



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 5.0
Akshay Jain /

Autonomous

NIM

Bridge
Financials

"How is the

FCNR

money

being

deployed

and what is

the spread

to get 7bps

liquidity

drag?"

Management

explained that

₹10,000 Cr of

bulk deposits/

CDs were

repaid in Sept,

but the rest sat

in low-yield

Nostro

balances,

causing a

temporary drag

that reverses

as LCR moves

from 139% to

115%. 

Investment

Implication:

NIM

compression is

confirmed as a

timing issue,

suggesting a

sharp

sequential

expansion in

Q4.

None 5.0
Specific &

Quantified

4 4.5

Param

Subramanian /

Investec

Opex /

Jaws
Financials

"Is the 55%

incremental

cost-to-

income

ratio

something

you want to

be held to

going

forward?"

Management

confirmed that

for every ₹100 of

new income,

they are

spending only

₹55 in opex, a

trend visible for

3 quarters. 

Investment

Implication:

This confirms

the

"Harvesting"

phase is real;

earnings will

grow

significantly

faster than the

loan book as

the branch

network

matures.

None 4.5
Confirmed

Trend

7 4.0
"What are

your moats

Management

cited superior
None 4.0



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

Piran

Engineer /

CITIC

Wholesale

Moat

Business

Overview

in

wholesale

banking

given you

have a

higher cost

of funds

than large

peers?"

Cash

Management

and FX tech

stacks and a

"360-degree"

relationship

approach that

brings in float

(CASA) to

offset higher

funding costs. 

Investment

Implication:

Wholesale is a

high-ROE play

(1.6-1.7%

ROA) due to

near-zero credit

costs and low

C:I (33%).

Qualitative

but

evidenced

8 4.5

Abhishek

Murarka /

HSBC

IRDAI

Impact
Financials

"Have you

assumed

the entire

insurance

revenue

will be hit,

and how do

you offset

₹1,000

Cr+?"

Management

did not disclose

the exact hit

but stated that

the 100bps

benefit on

₹35,000 Cr

FCNR and a

75bps

cumulative

repo hike on

₹1.2 Lakh Cr

floating book

offsets it. 

Investment

Implication:

Thesis remains

protected from

regulatory fee

caps; the bank

has found

"unplanned"

income streams

to buffer the

P&L.

Specific

₹ hit
3.5

Plausible

Offset

10 4.0
Jai Mundhra /

ICICI Sec

ECL

Impact
Financials

"What is

the

transitional

impact of

ECL and

the

recurring

Management

stated that the

capital impact

of ECL will be

"neutral" due to

offset benefits

from revised

Specific

₹ value
3.0

Regulatory

Offset



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

credit cost

hit?"

Operational

Risk RWA

guidelines

starting April

2027. 

Investment

Implication:

Alleviates fears

of a massive

"one-time" book

value hit upon

ECL

implementation.

12 3.5
Pritesh

Bumb / Elara

Credit

Cards

Business

Overview

"Will we

see a

material C:I

decline in

Credit

Cards now

that we

have

crossed 5

million

cards?"

Management

highlighted the

C:I has already

dropped to the

70s (from 240%

in FY22) and

expects it to

reach mid-60s

as scale

compounds. 

Investment

Implication:

Credit Cards

are shifting

from a loss-

leader/

investment

phase to a

major

contributor to

the Bank's ROA

expansion.

None 4.5
Visible

Leverage

PATTERN FLAGS & SENTIMENT * The "Optical" Anxiety: Analysts were hyper-focused on the NIM bridge.

Management's posture was not defensive but educational, repeatedly explaining the "denominator effect" of

FCNR. By the end of the call, the sentiment shifted to accepting the 5.8% Q4 target as credible. * Operating

Efficiency as the New Moat: Questions on "moats" and "C:I" show that the Street now recognizes IDFC

FIRST’s efficiency (the 55% incremental C:I) as its primary differentiator vs. older private banks. * Analyst

Sentiment Verdict: High conviction. The friction on MFI stress has vanished, replaced by questions on how to

model the FCNR/Insurance fee trade-offs. Credibility improved as management delivered the debut international

rating and bond issuance as promised. The capital raise is the only "hanging" issue; its timing will dictate the

next leg of the stock.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY27) This Quarter (Q2 FY27) Direction

Balance Sheet Size ₹3,11,442 Cr (Gross Loans) ₹3,46,913 Cr ↑ Massive Expansion (FCNR)

NIM (Clean) 5.90% 5.58% ↓ Compressed (Optical)

Credit Cost (Total Assets) 1.13% 1.01% ↑ Improving

Cost to Income (Quarterly) 70.7% 70.2% ↑ Improving

Credit Card C:I 83.6% 77.5% ↑ Improving

MFI GNPA 3.61% 2.54% ↑ Significant Recovery

LCR (Average) 115% 125% (139% at Sept-end) ↑ Excess Liquidity

CET-1 Capital 13.33% 13.00% ↓ Approaching Raise Trigger

International Rating None BBB- (Investment Grade) ↑ New Capability

Funding Strategy Domestic Deposits Debut US$ 950 Mn Bond ↑ Diversified

STOP HERE.
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