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India Ratings Affirms IDFC FIRST Bank’ Bonds and Tier 2 Debt at ‘IND AA+’/Stable,
Withdraws NCD Rating

Sep 30, 2026 | IDFC FIRST BANK LIMITED (formerly IDFC Bank Limited) | Private Sector Bank

India Ratings and Research (Ind-Ra) has affirmed IDFC FIRST Bank Limited’s (IDFCFB) debt instruments as follows:

Details of Instruments

Regulator of Date of Coupon Maturity Size of Rating assi‘gned . .
Instrument Type Instrument Issuance Rate (%) Date Iss-u? (INR along with Rating Action
billion) Outlook/Watch
Infrastructure SEBI - - - 95.2 IND AA+/Stable Affirmed
bonds#
Basel Il Tier 2 Refer ISIN - - - 80 IND AA+/Stable Affirmed
debt* annexure
Non-convertible Refer ISIN - - - 4.08 wD Withdrawn
debentures* annexure
*Details in Annexure
#unutilised

Analytical Approach

Ind-Ra continues to take a standalone view of IDFCFB to arrive at the ratings.

Detailed Rationale of the Rating Action

The ratings reflect IDFCFB’s continued franchise expansion, its experienced management, stable liability franchise,
diversified product portfolio, and stable capital buffers. The ratings, however, remain constrained by higher operating
expenditure and credit costs, which have been impacting the bank’s internal accruals that remain on the lower side
compared to higher or similar rated peers.

List of Key Rating Drivers

Strengths

» Sizeable retail franchise with diversified product lines
» Sizable retailisation of funding profile
» Adequate capital buffers

Weaknesses

» Operating expense remains drag on internal accruals
» Asset quality needs to be monitored

Detailed Description of Key Rating Drivers

Sizeable Retail Franchise with Diversified Product Lines: IDFCFB’s retail, agri and micro, small and medium
enterprises (MSME) book accounted for 79% of the total funded exposure in 1QFY27. The bank intends to continue
focusing on maintaining the current mix of its overall loan portfolio, with sustained focus on retail and MSME loans, thereby
driving its granular loan portfolio. This increased retailisation has helped the bank maintain its margins, considering its cost
of funds are higher, though declining, than that of its larger peers. IDFCFB’s net interest margin (NIM) improved to 5.96% in
1QFY27 (1QFY26: 5.71%), supported by a moderation in its cost of funds and an improvement in better yielding asset mix.



The share of microfinance (MFI) loans moderated in overall book and the bank has availed credit guarantee funds for micro
units (CGFMU) cover for all its incremental MFI loan disbursals since January 2024 and reached 93% coverage level of the
MFI loan book as of June 2026. Also, the bank recovered INR5.1billion in 1QFY27 against which the bank has created
contingent provision. Further recoveries are expected over FY27-FY28 as per management. The bank witnessed
substantial growth in the corporate segment, largely in the emerging corporates and financial institutions segment, and this
is likely to continue in the medium term, supported by the bank’s strategy.

Sizable Retailisation for Funding Profile: IDFCFB’s top 20 deposits-to-total deposits increased to 9.39% in FY26 (FY25:
7.95%) but remains in line with peers. The bank has mobilised decent deposit in recent RBI window on foreign currency
non-resident deposit (FCNR) deposit which would be utilised incrementally to retire wholesale debt, fund growth and help in
liquidity coverage ratio (LCR) maintenance, thereby supporting NIM. The current account saving account (CASA) ratio
remained largely stable at 50.8% in 1QFY27 (FY26: 49.8%). In 1QFY26, the bank’s CASA deposits accounted for 44.9%%
(FY26: 44.3%; FY25: 40.6%) of the total liabilities (deposits + borrowing) and it has been on an improving trend compared
to the industry. However, its costs remained higher than that of its larger rated peers. As part of its strategy, the bank plans
to maintain its higher saving rate until there is a moderation in the share of borrowings in the overall funding and bank
attains significant operating leverage benefits, post which there could be a reduction in the peak saving rate, providing a
benefit.

Adequate Capital Buffers: Although IDFCFB’s capital buffers improved following its capital raise in 2QFY26, capital
absorption remained high as business growth exceeded internal accruals, leading to a moderation in common equity tier-1
(CET1) ratio to 13.3% (FY26: 13.7%; FY25: 13.2%). The bank has shown ability to raise capital at frequent intervals; this
would continue to aid its growth until internal capital generation exceeds loan growth. However, given that its guided growth
remained higher than internal accruals, the bank is likely to require a capital raise in FY28 to maintain adequate capital
buffers above regulatory minimum requirements, in line with similarly rated peers.

Operating Expense Remains Drag on Internal Accruals: Despite the scaling up of its loan book, IDFCB’s return ratios
remain subdued due to higher operating expense. The return on assets increased to 1.06% in 1QFY27 (FY26: 0.4%; FY25:
0.5%), supported by treasury gain and tax refund and growth of 20.6% yoy in funded assets. IDFCFB’s cost-to-income ratio
(1QFY27: 69.2%; FY26: 75.2%) remained higher than its peers, despite the bank substantially reducing its operating
expenses while continuing to invest for branch expansion, addition of manpower across product lines, and technology. Also,
SMA 1 and SMA 2 as a percentage of retail, agri and MSME loans reduced to 0.77% in 1QFY27 (FY26: 1.07%). Ind-Ra
expects the improvement in internal accruals in the medium term to be driven by higher income growth relative to operating
expense growth, thereby leading to an improvement in cost-to-income ratio and control and moderation in the overall credit
cost from its historical trend, which remains a rating monitorable.

Asset Quality Needs to be Monitored: IDFCFB’s overall gross non-performing assets (NPAs) improved in the past four
quarters to 1.51% in 1QFY27 (FY26: 1.61%; FY25: 1.87%), with the provision coverage ratio remaining steady at 71.5%
(70.5%; 72.3%). The annualised credit cost of average funded assets remained at 153bp for 1QFY27 (FY26: 213bp; FY25:
246bp). Although credit costs remained higher than its peers, due to their higher share of unsecured book, which
accounted for 39.7% of total advances in in FY26 (FY25: 40.5%), they have been moderating overall. With stress in MFI
book moderating and incrementally growing, the management expects the bank’s credit cost to normalise to 150bp-160bp
in FY27. This in turn could drive return on assets towards 100bp in FY27. Also, Incrementally, any pressure on borrowers’
cashflows due to overleveraging or a broad economic slowdown, where the bank’s ability to manage its asset quality is
better than that of its peers, remain key monitorables.

Liquidity
Adequate: IDFCFB’s liquidity remained stable in 1QFY27, with its quarterly liquidity coverage ratio standing at 116%
(FY26: 113.8%; FY25: 116.6%). Moreover, the bank’s asset-liability tenure had minor gaps across shorter buckets at

1QFY27. Also, it had 4.85% of net demand time liabilities as an excess statutory liquidity ratio, which provided an adequate
buffer to meet its short-term funding requirements at 1QFY27.



Rating Sensitivities

Positive: A substantial improvement in the franchise size and scale, large granular retail funding in line with higher-rated
banks, consistent profitability buffers and return ratios, maintaining stable through-the-cycle asset quality and stronger
capital buffers could be key positive rating drivers.

Negative: The following events that could individually or collectively lead to a negative action:

 higher-than-expected credit costs or a weakening of the provision cover or diluted tangible capitalisation buffers

» CET1 buffer falling and remaining below 12.5% on a sustained basis;

» a material decline in the pace of granularisation of deposits in its funding mix or a sustained reduction of market share in
advances or deposits

Any Other Information

Not applicable

ESG Issues

ESG Factors Minimally Relevant to Rating: Unless otherwise disclosed in this section, the ESG issues are credit neutral
or have only a minimal credit impact on IDFCFB, due to either their nature or the way in which they are being managed by
the entity. For more information on Ind-Ra’'s ESG Relevance Disclosures, please click here. For answers to frequently
asked questions regarding ESG Relevance Disclosures and their impact on ratings, please click here.

About the Company

Incorporated on 21 October 2014, IDFCFB is a new-age private sector bank. IDFCB received a banking license on 23 July
2015, and it commenced banking operations on 1 October 2015. IDFCB later merged with Capital First Ltd to form IDFC
FIRST Bank in December 2018. The recently announced merger of IDFC Financial Holding Company with IDFC Ltd and
IDFC Ltd with IDFCFB has dissolved the promoter holding. Post the merger of IDFC Limited, the President of India’s
shareholding stands at 7.74 % currently; the remaining stake remains diversified across public, financial institutions and
foreign investors.

Key Financial Indicators

Particulars 1QFY27 FY26 FY25
Total assets (INR billion) 4,208.1 3,997.8 3,438.2
Total equity base (INR billion) 486.5 473.5 380.8
Net profit (INR billion) 10.75 16.36 15.25
Return on assets (%) 1.06 0.44 0.49
Tier 1 ratio (%) 13.33 13.7 13.2
Capital adequacy ratio (%) 15.05 15.60 15.48
Gross NPA (%) 1.51 1.61 1.87
Net NPA (%) 0.44 0.48 0.53
Source: IDFCFB; Ind-Ra

Status of Non-Cooperation with Previous Rating Agency

Not applicable



Rating History

Current Rating/Outlook Historical Rating/Outlook
Instrument
Type . Rated Limits . 9 December 10 December 11 December
Rating Type (NR billion) | Current Rating 2025 2024 2023
Non-
IND IND IND
rtibl Long-t 4.08 WD
convertiole ong-ferm AA+/Stable | AA+/Stable | AA+/Stable
debentures
Infrastructure Long-term 95.2 IND IND IND IND
bonds g ' AA+/Stable AA+/Stable AA+/Stable AA+/Stable
Basel Il Tier 2 Long-term 80.0 IND IND IND IND
debt g ' AA+/Stable AA+/Stable AA+/Stable AA+/Stable

Disclosure on instruments / activities and names of regulators:

A list of products/activities or ratings of instruments falling under the purview of various financial sector regulators (FSRs)
along with the names of respective FSRs has been duly disclosed by Ind-Ra on its website. A link to the same has been
provided below for ready reference:

Rating Activities

Note: Kindly note that for activities or instruments falling under the purview of FSRs other than SEBI, the grievance/dispute
redressal mechanisms and investor protection mechanisms provided by SEBI shall not be available.

Complexity Level of the Instruments

Instrument Type Complexity Indicator
Basel Il Tier 2 debt Low
Infrastructure bonds Low

Non-convertible debenture Low

For details on the complexity level of the instruments, please visit https://www.indiaratings.co.in/complexity-indicators.

Annexure
ISIN No. Regulator of Instrument Date of Coupon Maturity Date 'ss;::;'ze Rating/Outlook
Instrument Issuance rate (%) billion)
INE092T08014 SEBI NCDs* 17 0 17 January 2.00 WD
January 2026
2006
INE092T08626 SEBI NCDs* 06 9.15 06 January 2.08 WD
January 2026
2011
Total 4.08
Source: NSDL, IDFCFB
* Paid in full
s [ T et | St | moon | o | o | St
INEO92TO8BEY6 SEBI Basel Il 8 8.42 8 15 IND AA+/Stable
Tier 2 debt | February February
2022 2032




SN | oot | orument | ot | Rete ) | Date. | - bilion) | RatinsiOutiook
INEO92TO8EZ3 SEBI Basel I 1 8.70 1 15 IND AA+/Stable
Tier 2 debt | December December
2022 2032
INEO92TO8FA3 SEBI Basel lll 27 June 8.40 27 June 15 IND AA+/Stable
Tier 2 debt 2023 2033
SEBI Total 35 IND AA+/Stable
unutilised
Total 80
Source: NSDL, IDFCFB
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About India Ratings

India Ratings and Research (Ind-Ra) is India's SEBI registered credit rating agency committed to providing India's credit
markets accurate, timely and prospective credit opinions. Built on a foundation of independent thinking, rigorous analytics,
and an open and balanced approach towards credit research, Ind-Ra has grown rapidly during the past decade, gaining
significant market presence in India's fixed income market.

Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance companies),
finance companies, urban local bodies, and structured finance and project finance companies.

Headquartered in Mumbai, Ind-Ra has seven branch offices located in Ahmedabad, Bengaluru, Chennai, Gurugram,
Hyderabad, Kolkata and Pune. Ind-Ra is recognised by the Securities and Exchange Board of India and the Reserve Bank
of India.

Ind-Ra is a 100% owned subsidiary of the Fitch Group.

Solicitation Disclosures

Additional information is available at www.indiaratings.co.in. The ratings above were solicited by the issuer, and therefore,
India Ratings has been compensated for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold
any investment, loan or security or to undertake any investment strategy with respect to any investment, loan or security or
any issuer.
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Financial Institutions Rating Criteria
Rating Bank Subordinated and Hybrid Securities
The Rating Process

Evaluating Corporate Governance

DISCLAIMER

India Ratings and Research Private Limited (India Ratings) is a private limited company registered under the provisions of the Companies Act,
1956, having CIN U67100MH199SFTC140049, and registered office at Wockhardt Towers, 4th Floor, West Wing, Bandra Kurla Complex,
Bandra East, Mumbai, Maharashtra, 400051, India. The contact details of India Ratings are Telephone No.: +91 22 4000 1700 and Fax. No.:
+91 22 4000 1701. India Ratings is registered with the Securities and Exchange Board of India (SEBI) as a Credit Rating Agency under Section
12 of the SEBI Act, 1992, having SEBI Registration Number IN/CRA/002/1999.

India Ratings and Research Private Limited (India Ratings) is a Credit Rating Agency registered with the Securities and Exchange Board of
India (SEBI) under Section 12 of the SEBI Act, 1992. In this capacity, India Ratings undertakes ratings of listed and proposed to be listed
instruments that fall under the regulatory oversight of SEBI. In addition, in line with Regulation 9(f) of the SEBI (Credit Rating Agencies)
Regulation, 1999, India Ratings rates financial instruments falling under the purview of other financial sector regulators (FSR). Instruments
which come under the purview of other FSRs do not come under the overall governance of SEBI. Issuers/Users/readers of this
communication/report are, therefore, cautioned to know the risks involved in dealing in such instruments. Such instruments can carry Liquidity
and Price Risk which pertains to how saleable a Security is in the market. If a particular Security does not have a market at the time of sale,
then the Investor's investments may have to bear an impact depending on its exposure to that particular Security. It is not possible to predict if,
and to what extent, a secondary market may develop in the debt securities or at what price the debt securities will trade in the secondary market
or whether such market will be liquid or illiquid. The more limited the secondary market is, the more difficult it may be for holders of the debt
securities to realise value for the debt securities prior to redemption of the debt securities. If the debt securities are unlisted, then the ability of
the Investors to resell or trade them may be limited, leading to liquidity and price risk on the debt securities. The returns from a particular asset
class may underperform returns from other asset classes. The changes in government policy in general and changes in taxation may impact the
returns to investors. There can be external risks arising out of geopolitical situations which can lead to volatility in/impact the performance of the
individual securities. Issuers/Users/readers are advised to note that SEBI’s investor protection mechanisms and SEBI's grievance or dispute
redressal mechanisms are not applicable to ratings assigned by India Ratings that fall under the purview of other FSRs. Should you have any
grievance with instruments under the purview of other FSRs, please write to infogrp@indiaratings.co.in. For any grievance with instruments
under the purview of SEBI, please write to investor.grievances@indiaratings.co.in.

All credit ratings assigned by India Ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.indiaratings.co.in/rating-definitions. In addition, rating definitions and the terms of use of such ratings are
available on the agency's public website www.indiaratings.co.in. Published ratings, criteria, and methodologies are available from this site at all
times. India Ratings’ code of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and
procedures are also available from the code of conduct section of this site.
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September 29, 2026

N f th
Facilities/Instruments ame of the Amount (X crore) Rating’ Rating Action
Regulator!
Long-term bank facilities RBI 692.38 CARE AA+; Stable Reaffirmed
Long-term instruments SEBI 248.10 CARE AA+; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Reaffirmation of ratings assigned to long-term debt instruments of IDFC First Bank Limited (IFBL) reflects the bank's comfortable
capitalisation, well-diversified loan portfolio, and strengthening liability franchise, focused on CASA and retail deposits. The bank
has demonstrated a consistent ability to raise capital, including a 7,500 crore equity infusion in Q2FY26, supporting business
growth and maintaining comfortable capital ratios. The loan book remains granular and diversified, with retail, rural, and micro,
small and medium enterprise (MSME) advances accounting for ~80% of the portfolio. The liability profile continues to strengthen,
supported by healthy deposit growth, a strong current account saving account (CASA) ratio of 50.82%, and replacement of legacy
borrowings with customer deposits.

However, these rating strengths are partially offset by the bank's moderate profitability, reflecting a relatively high-cost structure
due to continued investments in branch expansion, technology, digital capabilities, and franchise building. While profitability
improved in Q1FY27, supported by better operating efficiency, lower credit costs, and improving margins, the bank's ability to
sustain improvements in its cost-to-income ratio remains a key monitorable.

Ratings also consider the improving asset quality profile, with gross non-performing assets (GNPA) and net non-performing assets
(NNPA) ratios declining to 1.51% and 0.44%, respectively, as on June 30, 2026. The microfinance portfolio has witnessed an
improvement following a reduction in exposure and stabilisation in collections. Asset quality remains monitorable, given the
inherent vulnerability of unsecured lending segments, and the bank's ability to maintain stable credit costs and asset quality while
scaling its business will remain an important rating consideration.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors: Factors that could individually or collectively lead to positive rating actions/upgrade:
e Sustained improvement in market share and resource profile with a higher share of retail deposits.
e Improving operating performance and improving cost-to-income ratio.

Negative factors: Factors that could individually or collectively lead to negative rating actions/downgrade:
e Higher-than-expected deterioration in asset quality, with GNPA level increasing to above 5%.
¢ Weakening in capitalisation levels with capital cushion over minimum regulatory requirement remaining less than 3.5%
on a sustained basis.
e Declining return on total assets (ROTA) below 1% on a sustained basis.

Analytical approach:
Standalone

Outlook: Stable
Stable outlook reflects CARE Ratings Limited’s (CareEdge Ratings’) expectation that the bank will report a healthy advances
growth, while improving its profitability and asset quality and maintaining adequate capitalisation levels.

ISEBI: Securities and Exchange Board of India; RBI: Reserve Bank of India; MCA: Ministry of Corporate Affairs; IRDAIL: Insurance Regulatory and Development
Authority of India; PFRDA: Pension Fund Regulatory and Development Authority
2Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE Ratings Limited’s publications.

1 CARE Ratings Ltd.
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Detailed description of key rating drivers

Key strengths

Comfortable capitalisation levels

IFBL has been maintaining comfortable capitalisation levels to support business growth and continues to maintain an adequate
cushion to absorb credit costs. The bank has demonstrated its ability to raise capital, having raised equity of 2,196 crore in FY23,
3,000 crore in FY24, and %3,200 crore in FY25. The bank further raised 7,500 crore from affiliate company of Warburg Pincus
and the subsidiary of private equity division of Abu Dhabi Investment Authority (ADIA) in Q2FY26, to support its growth and
maintain cushion on capitalisation. The bank reported a capital adequacy ratio (CAR) of total CAR of 15.05% and Tier-I CAR
(entirely Common Equity Tier-I [CET-I]) of 13.33% as on June 30, 2026, (March 31, 2026: CAR: 15.60% and CET-1: 13.73%),
which were above the regulatory requirement of 11.5% and 9%, respectively.

The bank plans to mobilise capital in the next one year. In July 2026, the board passed a resolution to raise up to 20,000 crore,
comprising equity and debt instruments and has obtained enabling shareholder’s approval in the last AGM. The proposed capital
raise is expected to further strengthen the bank's capital base and provide flexibility to pursue business expansion while
maintaining prudent capital buffers. However, these ratios will normalise going forward as the bank scales its loan book. CareEdge
Ratings expects the bank to maintain adequate capitalisation levels in line with other private sector banks.

Diversified advances book with retail focus

Post the merger of IDFC Bank Limited and Capital First Limited (CFL) in December 2018, the bank has been diversifying its
advances portfolio through sustained growth in retail lending while simultaneously targeting a calibrated increase in the corporate
book to ~20% of total advances. The bank’s retail book has a diversified product mix including home loans, loan against property
(LAP), small and medium enterprise (SME) loans, vehicle loans, consumer durable loans, credit cards, personal loans, and micro-
finance, among others. No individual product segment accounted for over 20% of the retail, rural and MSME financing portfolio
as on June 30, 2026.

Advance book witnessed healthy growth of 21% year-on-year (y-o-y) with total advances (including credit substitutes) standing
at 3,05,370 crore as on June 30, 2026 (March 31, 2026: %2,90,278 crore) led by growth in mortgage loans, vehicle loans, MSME
loans, and wholesale loans. Retail, rural, and MSME portfolio continued to constitute ~80% of advances, reflecting the bank's
focus on maintaining a granular and diversified lending franchise with lower borrower concentration risks. While the wholesale
portfolio accounted for ~20% of advances as on June 30, 2026, the overall business mix remains largely aligned with the bank's
strategy of retail-led growth.

Going forward, the advances mix is likely to hover around these levels with marginal uptick in wholesale book, although the
composition within retail may change.

Healthy deposit growth supported by a healthy CASA franchise

IFBL has reported a healthy total deposit growth of 17% in FY26, with deposits rising from %2,52,065 crore in FY25 to %2,94,475
crore in FY26, and further to %3,11,892 crore as on June 30, 2026, with QoQ growth 5.9% and YoY growth of 17.8%. The CASA
ratio increased to 50.82% as on June 30, 2026 (March 31, 2026: 49.80%), the highest among private banks, while retail customer
deposits accounted for ~80% of total customer deposits, underscoring a strong granular liability base.

The bank's funding profile has further benefited from the maturity of legacy high-cost borrowings in FY26, which have largely
been replaced by customer deposits, supporting improvement in the liability mix and moderation in the credit-deposit ratio to
95.49% as on June 30, 2026. Despite the strong CASA franchise, cost of deposits and overall cost of funds remain relatively
higher than those of private sector peers. Deposit accretion witnessed some moderation in Q4FY26, following the fraud-related
to Haryana government related accounts. While Foreign Currency Non-Resident (Bank) [FCNR(B)] scheme has supported near
term deposit flows, going forward, the bank's ability to sustain healthy deposit mobilisation, maintain its strong CASA, and retail
deposit franchise, and achieve a stable cost of funds while supporting business growth will remain key monitorable.

Key weaknesses

Moderate profitability due to high cost to income ratio

IFBL’s profitability remained subdued in FY26, with the ROTA moderating to 0.44% (FY25: 0.48%), which is relatively lower
compared to other private banks. Earnings were impacted by a moderation in net interest margins (NIMs), due to sharp decrease
in the relatively high-yielding microfinance portfolio after the MFI industry crisis, elevated operating expenses, and relatively high
credit costs. NIM declined to 5.72% in FY26 from 6.05% in FY25, due to higher share of relatively lower-yielding secured assets
(including wholesale exposures), and a reduction in the microfinance portfolio. However, despite having commenced a gradual

2| CARE Ratings Ltd.
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increase in the share of microfinance loans, the Bank reported a healthy NIM of 5.96% in Q1FY27. Management has guided for
FY27 NIM to be around 5.80%, as indicated during the Q1FY27 earnings conference call.

The bank continues to operate with a relatively high-cost structure, reflecting ongoing investments in branch expansion,
technology and digital infrastructure, customer acquisition, and personnel. Consequently, the cost-to-income ratio remained
elevated and increased to 75.21% in FY26 from 71.82% in FY25. However, excluding the one-off fraud related expense, the cost-
to income ratio in FY26 was 73%. Apart from slower income growth amid margin compression, operating profitability was also
impacted by the one-time expenses arising from the fraud incident at the Chandigarh branch. It improved in Q1FY27, with the
cost-to-income ratio moderating to 69.18%, indicating the benefits of operating efficiency and the management’s focus on cost
rationalisation.

Credit costs moderated to 1.45% in FY26 from 1.73% in FY25, supported by the gradual stabilisation of the microfinance portfolio.
However, they remained higher than historical levels due to the bank’s continued prudent provisioning stance. In Q1FY27, credit
costs improved further to 1.12%, despite the creation of an additional contingent provision of X515 crore. The bank received a
corresponding Credit Guarantee for Micro Finance under ULI (CGFMU) claim of X515 crore relating to the microfinance portfolio
during the quarter and created an equivalent contingency provision citing macroeconomic and geopolitical uncertainties, reflecting
a conservative approach towards risk management.

Profitability showed signs of improvement in Q1FY27, with ROTA increasing to 1.05% from 0.53% in Q1FY26, due to lower credit
costs, improving margins and operating efficiency. Going forward, IFBL’s profitability is expected to improve gradually, supported
by a declining cost of funds, stabilising credit costs, cost rationalisation measures, and benefits from scale expansion, while its
ability to maintain healthy asset quality and operating efficiency as the business grows will remain a key rating monitorable.

Asset quality remains monitorable

While the bank's asset quality has improved, with GNPA ratio improving from 1.87% in FY25 to 1.61% in FY26 and stood at
1.51% in Q1FY27, and NNPA ratio improved from 0.53% in FY25 to 0.48% in FY26 and stood at 0.44% in Q1FY27, asset quality
remains susceptible to stress in unsecured exposures in lower ticket size retail and MSME loans.

The microfinance segment, which contributes 2.19% to loan book as on June 30, 2026, has seen an improvement, with GNPA
declining from 9.73% in Q1FY26 to 3.61% in Q1FY27. IFBL has reduced its proportion of the microfinance institution (MFI)
segment to 2.19% as on June 30, 2026, post stress.

Although the microfinance portfolio has witnessed a sharp improvement in asset quality, with GNPA reducing from 9.73% in
Q1FY26 to 3.61% in Q1FY27, the segment remains inherently vulnerable to external shocks and borrower cash-flow disruptions.
While the bank has significantly reduced its exposure to the MFI segment to 2.19% of advances as on June 30, 2026, the segment
continues to warrant close monitoring.

The bank's provision coverage ratio (excluding technical write-offs) of 70.46% as on March 31, 2026, provides a reasonable
buffer. The gross stressed assets to gross advances improved from 2.06% in FY25 to 1.73% in FY26, and further to 1.62% in
Q1FY27. Similarly, net stressed assets to net worth stood at 3.55% in FY26 and further improved to 3.29% as on June 30, 2026.
Credit costs, which remained elevated in recent years, owing to stress in the microfinance portfolio, would need to improve
sustainably in line with the management guidance. The bank’s ability to achieve the stated improvement in credit costs in FY27,
would remain a key monitorable.

Liquidity: Adequate

IFBL's liquidity profile remained adequate with no negative cumulative mismatches in time buckets up to six months per asset
liability maturity (ALM) statement as on June 30, 2026. IFBL had excess statutory liquidity ratio (SLR) investment of ~%16,016
crore [4.85% of Net Demand and Time Liabilities (NDTL)] as on June 30, 2026. IFBL's liquidity coverage ratio and net stable
funding ratio (NSFR) remained comfortable at 116.08% and 121.24%, respectively, for quarter ended June 30, 2026, against the
minimum regulatory requirement of 100%. The bank has access to systemic liquidity through Reserve Bank of India’s (RBI's)
Liquidity Adjustment Facility (LAF) and Marginal Standing Facility (MSF) schemes.

Environment, social, and governance (ESG) risks

IFBL's service-oriented business model limits its direct exposure to environmental risks; however, indirect credit risks could arise
if borrowers' operations are adversely impacted by climate-related events, environmental regulations, or transition risks. The bank
has put in place a structured sustainability framework through a Board-approved ESG policy and has undertaken green financing
and sustainable banking initiatives, reflecting its commitment towards responsible business practices.
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Social risks for IFBL primarily stem from cybersecurity threats, customer data privacy breaches, service disruptions, and potential
mis-selling practices, which could adversely impact the bank's reputation and regulatory compliance. The bank supports women
entrepreneurship through lending to 68 lakh+ active women borrowers and undertakes Corporate Social Responsibility (CSR) and
community development initiatives. While ~47% of the portfolio is aligned with responsible financing segments, the bank's focus
on inclusion-oriented lending must be balanced against asset quality considerations, particularly borrower creditworthiness,
economic vulnerabilities, and regulatory risks in certain segments, such as microfinance.

IFBL benefits from a well-established governance framework supported by an experienced board and robust policy architecture.
In June 2026, 70% of the Board comprised independent directors, including two women directors. The bank has constituted a
dedicated Board-level CSR and ESG Committee to oversee sustainability strategy and implementation, supported by board-
approved ESG, Greenhouse Gas (GHG), and Green Deposit policies.

Applicable criteria
Definition of Default
Rating Outlook and Rating Watch
Banks
Financial Ratios - Financial Sector

Withdrawal Policy

About the company and industry

Industry classification

Macroeconomic indicator | Sector Industry Basic industry

Financial services Financial services Banks Private sector bank

IFBL was incorporated in October 2015, and the bank’s name underwent a change from ‘IDFC Bank Limited’ (IBL) to 'IDFC First
Bank Limited' as on January 12, 2019, following the merger of CFL with the bank. The merger of Capital First Limited and its two
subsidiaries with IDFC Bank Limited became effective from December 18, 2018. IDFC Financial Holding Company Limited and
IDFC Limited were merged into IFBL effective from October 01, 2024. IFBL's operations are across its three business verticals:
corporate banking, consumer banking, and rural banking. As on June 30, 2026, it has a network of 1,155 branches across the
country. IFBL is led by Managing Director and Chief Executive Officer (MD-CEQ), V Vaidyanathan, who has over 25 years of
banking experience. RBI has granted its approval for re-appointment of V Vaidyanathan as the bank’s MD-CEOQ for three years
from December 19, 2024, to December 18, 2027.

Particulars (X crore) ‘ March 31, 2024 (A) ‘ March 31, 2025 (A) March 31, 2026 (A) ‘ Q1FY27 (UA)

Total income 36,324 43,523 48,422 13,361
Profit after tax (PAT) 2,957 1,525 1,636 1,075
Total assets 2,95,022 3,42,941 3,98,777 4,20,810
Net interest margin (NIM) (%) 6.17 6.05 5.72 5.83
g;f)ss non-performing assets (NPA) 1.88 1.87 161 151

Net NPA (%) 0.60 0.53 0.48 0.44
Capital adequacy ratio (CAR) (%) 16.11 15.48 15.60 15.05

A: Audited; UA: Unaudited; Note: These are latest available financial results.
All calculations per CareEdge Ratings.
Net worth and total assets are net of revaluation reserve and deferred tax.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
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For complexity level of instruments rated refer to Annexure-1.

Lender details: Annexure-4

Disclosure on facilities/instruments and name of regulators:
A list of facilities / instruments falling under the purview of financial sector regulators (FSRs) along with the names of respective
FSRs has been duly disclosed by CareEdge Ratings on its website. A link to the same has been provided below for ready reference:

https://www.careratings.com/activities and_regulators

Note: For facilities or instruments falling under the purview of FSRs other than Securities and Exchange Board of India (SEBI),
the grievance / dispute redressal mechanisms and investor protection mechanisms provided by SEBI shall not be available.

Annexure-1: Details of instruments/facilities

Date of Size of

Name of the Name of COmTIERT Issuance Coupon Maturity the Rating Ass_lgned
the ISIN Rate DEICNODE and Rating
Instrument Reaulator Level (DD-MM- ) MM-YYYY) Issue Outlook
9 YYYY) ° (% crore)
Long-Term Bank RBI Simple NA - - - 692.38 | CARE AA+; Stable
facilities#
Non-convertible SEBI Simple  |INE688I08053 |17-May-2013 | 9.5% |17-May-2028 | 49.40 | CARE AA+; Stable
debentures
Non-convertible SEBI Simple  |INE688I08178 |24-Aug-2017 | 8.25% |24-Aug-2027 | 144.90 |CARE AA+; Stable
debentures
Non-convertible SEBI Complex |INE688108186 |18-Sep-2017 | 8.6% |31-Dec-2099 | 53.80 | CARE AA+; Stable
debentures
Non-convertible . .
SEBI Simple  |INE688I08087 | 29-09-2015 9.4 29-09-2025 - Withdrawn
debentures
Non-convertible SEBI Simple  |INE688I08095 | 30-10-2015 | 9.25 | 30-10-2025 - Withdrawn
debentures
Non-convertible . .
SEBI Simple  |INE688I08103 | 20-11-2015 | 9.25 | 20-11-2025 - Withdrawn
debentures
Non-convertible . .
SEBI Simple  |INE688IO8111 | 15-12-2015 | 9.25 | 15-12-2025 - Withdrawn
debentures
Non-convertible . .
SEBI Simple  |INE688I08129 | 29-12-2015 | 9.25 | 29-12-2025 - Withdrawn
debentures
Non-convertible SEBI Complex |INE688I08145 | 01-03-2016 | 10.5 | 01-03-2099 - Withdrawn
debentures
Non-convertible SEBI Complex |INE688I08152 | 06-06-2016 | 9.75 | 06-06-2099 - Withdrawn
debentures
Non-convertible . .
SEBI Simple  |INE688IOS160 | 25-07-2016 | 9.24 | 24-07-2026 - Withdrawn
debentures
Non-convertible . .
SEBI Simple  [INE092TO8DM3 | 20-09-2016 | 875 | 18-09-2026 - Withdrawn
debentures

#Bank facilities are closed/repaid but not withdrawn.
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Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s) Date(s) DEICIO))

Name of the
Instrument/Bank Amount and_ and_ and_ and_
Facilities Outstanding @ Rating Rat_| ng(s) Rat_| ng(s) Rat_mg(s) Rat_mg(s)
(X crore) ?s5|gned ?s5|gned _aSS|gned _aSS|gned
in 2026- in 2025- in 2024- in 2023-
2024
1)CARE 1)CARE 1)CARE
Borrowings-Secured CARE AA+; AA+; AA+;
1 Long-Term LT 940.48 AA+; - Stable Stable Stable
Borrowings Stable (30-Sep- (01-Oct- (03-Oct-
25) 24) 23)

LT: Long term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities
Not applicable

Annexure-4: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings are opinions on the likelihood of timely
payment of the obligations under the rated instrument and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy,
sell, or hold any security. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2026, CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive
copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is
prohibited except with prior express written consent from CARE Ratings Limited.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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