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PNB net profit jumps 14%

P unjab National Bank reported a14%
rise in Q2 net profit to Rs 4,904 crore,
with operating profitup 5.5% to Rs 7,227
crore. Total income grew 5.1%, while net
interestincome slipped 0.5%. Gross and
net NPAs fell to 3.45% and 0.36%,
respectively. Advances and deposits
rose 10.1% and 10.9%. Retail, agriculture,
and MSME loans drove growth. CRAR
strengthened to 17.19%, digital
transactions surged 31%, and full-year
credit growth is expected at 11%-12%. TN
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PNB shares financial
results for 02 & HYI FY’26

Punjab National Bank recently
disclosed 1its financial results
for the Q2 & HY1 FY’26. The
bank’s Gross Global Business sur-
passed Rs 27.86 Lakh crore. Net
Profit increased Y-o-Y by 14.0%
to Rs 4,904 Crore in Q2 FY’26
as against Rs 4,303 crore in Q2
FY’25. Operating Profit for Q2
FY’26 increased to Rs 7,227 crore
and to Rs 14,308 crore for HY-
1FY’26, recording growth of 5.5%
and 6.5%, respectively on YoY ba-
sis. RoA improved to 1.05% 1n Q2
FY’26 from 1.02% m Q2 FY’25
and Net Interest Income increased
to Rs 21,047 crore in HY 1FY’26.
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BANK WILL MANAGE WITH INTERNAL ACCRUALS: CEO

PNB Expects $1-b Hit
in Transition to New

Provisioning Regime

Reuters

Mumbai: Punjab National Bank
(PNB) will face an estimated 9,000
crore ($1.03 billion) impact as the
lender transitions to a central
bank-mandated credit loss fram-
ework by 2031, its chief executive
said on Monday.

. The country's third-largest state-
owned lender by market capitali-
sation is one of the first to disclose
an estimate on the likely effect of
the rules, issued by the Reserve
Bank of India earlier this month,
toits balance sheet.

“The impact comes to around 90
billionrupees," said Ashok Chand-
ra, PNB's managing director and
CEOQOinan interview with Reuters.
"The bank has done a rough esti-
mate as this (new credit rules) was
already in the pipeline...Idon't see
any further deviation."

The RBI's draft guidelines regui-
re banks to transition to an expec-

ted credit loss (ECL) framework,.
wherein funds are set aside to co-.

ver likely risk of default, over a fi-
ve-year period starting April 1,
2027. At present, provisions for bad
loans are made when a loan beco-
mes overdue.

Top Indian banks, including the
State Bank of India, arein the pro-
cessof evaluating the impact from
the transition.

Asper internal estimates, Chand-
ra said, the New Delhi-based bank
will face an impact of around 0.85
percentage points to its capital to

risk assets ratio (CRAR), a metric
that measures bank's capital ade-
quacy. :

PNB’s CRAR was at17.19%, ason
September 30, according to the
company's presentation. As per
RBI's latest financial stability re-
port, Indian commercial banks
had a CRAR of 17.3% at March-
end. The impact will be offset by
the profit generated from the

.. bank's operations in the normal

course, said Chandra.

“Ithink we will be able to manage
with our internal .accrual itself.
Bank is well poised to take care of
all requirements which is going to
come in future.”

For PNB, a majority of these pro-
visions will be for stage-two assets
in its retail, agriculture and small
and medium enterprises portfo-
lios, Chandrasaid.

Stage-two assets refer to high-
risk loans where the borrower has

-missed a repayment deadline but
has not turned into a non-perfor-
ming asset.
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'PNB aims to achieve 41 trn
corporate loan book in 'Y26'
Punjab National Bank's MD
& CEO Ashok Chandra talks
to Harsh Kumar about the
bank's aim to achieve

24 trn corporate loan book
in FY26. “In HIFY26, we

have already sanctioned
T2.81trillion,” he says.

PNB looks to achieve R 1 trn corporate loan book in F'Y26: MD & CEO
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PNB expects GST rate cut to boost credit
erowth for retail, MSME, says Ashok Chandra

bl.interview

Shishir Sinha
New Debs

Ashok Chandra, Managing
Director and Chief
Executive Officer of Punjab
National Bank (PNB),
expects the GST rate
reduction to boost advances
in the retail and MSME
sectors between 1 and 2 per
cent. He said he hopes the
net interest mangin will
improve in the ongoing and
next quarter of the current
fiscal.

Edited excerpts:

You have projected
credit growth of 11-12
per cent and deposit
growth of 9-10 per cent.
There is a gap of
around 2 per cent. How
will you fill this gap?

In retail, agri and MSME, we
were growing before the
GST cut, and post-cut, we ex-
pect further growth of 1-2
per cent in the retail and
MSME segments; at least 1
per cent 1o 2 per cent further
growth will happen in the
system. The challenge was in
the corporate lean book.
Last quarter, the corporate
loan book was growing at 3-4
per cent, while this quarter, it
15 7.9 per cent, And g-0-q, the
corporate loan book has
grown 3 per cent.

In the last conference,
after the June results, 1 had
said that €1.36 lakh crore of
sanctions arc in the book, for
which the disbursements are
going to happen. Now, that
book has become ¥1.78 lakh
crore,

In the whaole of last year,
whatever total sanctions we
had done, this year, we have
done in six months. I have
another six months to go,

Renewable energy is
one of the areas and a
champion sector for
our bank. We are
growing very

fast in that area

ASHOK CHANDRA
Managng Director and CEOD,
Punjab Natices! Bank

and this is why [ am talking
about ¥1.78 fakh crore,

These are not proposals in
the pipeline, These are sanc-
tions, and [ am expecting dis-
bursements to happen. In
this book, we have 40 per
cent project loans. PNB, at
one point in time, was very
active in the project loan fin-
ancing segment in the coun-
try. We want 1o regain that
space, putting a lot of focus
on good 3uality project
loans. Considering disburse-
ment of these sanctions in
the coming quarters and
vear, 1 expect Q3 corporate
loans to touch between 8 and
9 per cent; in Q4, growth
should be in double-digits.
This is expected to take the
credit growth to 11-12 per
centin FY26,

What about funds?
Funds are available, There is
enough lquidity in the sys-
tem. We could have grown
easily by 12 to 13 percent in
deposits. Under deposits,
there is a component of bulk
deposits and CD (Certificate
of Deposit).

We are out of the bulk de
posit and CD market, In
terms of CD, the total de-
posit which we had in
December 2024 was 76,000
crore. Today, we are at
43,800 crare. In the Septem-
ber quarter of last fiscal, we

were at 77,000 crore of CD,
We have reduced the de-
pendency on CD and bulk de-
posits, which comes at a very
high price and are very fluc-
tuating also.

In the retail term deposit,
we have built up around
¥35,000 crore this financial
year, CASA is a concern, and
we have not harnessed the
full potential. We have
grown at 4.7 per cent on
yearly basis and 2.6 per cent
on quarterly basis.

The bank has revamped
the entire CASA product
range, and in the revamped
scheme, we have mobilised
27 Takh new accounts with
18,000 crore of deposits un-
der SB individual, the new
scheme. With all those
things put together, we have
grownat 10 per cent. Deposit
1$ not an issue, We have a
cushion for the extra, The
SLR isalso there and against
that also we have the cushion
to do the borrowing.

Keeping this in mind, if my
credit growth happens and
deposit is required, defin-
itely we will be in the market
iund raise the deposit.

Which are the key
sectors you are looking
at for project financing?
Rencwable energy is one of
the arcas and a champion
sector for our bank. We are

growing very fast in that
area. The exposure there has
surged to 20,000 crore from
14,000 crore last Septem-
ber. Apart from this, we have
F ot proposals from  steel,
ood process and telecom,

We are already in road and
power. Other than these, we
have data centres, which are
coming up very well in India,
and we have made inroads in
that area. \We have good ex-
posure to InvIT and REIT
now.

This year, we saw a
policy interest rate
reduction of 100 basis
points. And now if I go
by your cost of funds,

it has not scen much
reduction. What

could be the reason?

In case of deposits, impact of
rate reduction comes at a lag,
Many of our deposits were
one year and above, and we
had one 400 davs special de-
posit scheme, where the rate
of interest was 7.25 per cent
(7.75 per cent for senior cit-
izens). Now, all those depos-
its are maturing and then it
goes  for renewal and
presentiy we are paying at 6.4
per cent. We will be able 1o
see the real impact on the
cost of deposit in Q3 and Q4,
but with all those things, in
June, our cost of deposit was
5.35 per cent, which has
come down 1o 5.18 per cent.

Will this also have

an impact on your

net interest income

as well as the

net interest margin?
Definitely, 1 am expecting at
least 5 10 7 basis points tm-
provement to happen in the
December quarter and 10 10
12 basis points improvement
in Q4 because by that time,
my cntire deposit will get
repriced.
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® ASHOK CHANDRA, MANAGING DIRECTOR & CEQO, PUNJAB NATIONAL BANK

NIMwillriseby 10-15 bps by Q4

WITH GREEN SHOOTS in
private copex and margin
recovery after the rate cyele
bottoming o, Ashok Chandra,
MD & CEO, Puiab National
Hank, tells Mahesh Nayak thaot
he anticipatesa 10-15 bps net
interest margin (NIM)
irprovement by ihe fourth
quuarter. He sves GSTouls
driving retall and MSME
lending and expects a minimal
impact from the expected credit
loss (ECL) norms, Excerpls:

What is yourview of the rising
foreign acquisition in the
banking sector?

The increasing foreign
investment and consolidation
like RBL Bank & YES Bank in
the banking sector signify the
resilience and robustness of
the Indian economy and
financial system.With the
government allowing up to
74% FDI, the bank expects
maore foreign investors to show
interest in the Indian market.
Regarding the consolidation of
PSUbanks, so farthereis
nothing on cards and we
haven't had any dialogue from
the government.

What enabled the write-back
in provisions this quarter?
Forthe past 6-7 quarters, PNB's
recoveries have significantly
outpaced slippages, This
quarter saw a strong recovery
of 3,900 crore,with 22,700
crove coming from gross NPAs,
against slippages of only
¢1,900 crore, Technical write
offs totalled TE30 crove, The
bank's provision coverage ratio
{PCR) rose to 96,9154, with
over %% for gross NPAs and
overall 97%, Net NPAs tell to
4,026 crorefrom 4,132
crore last quarter. Despite
600 crore In fresh provisions,

higherwrite-backs created a
negative provision element,
which the bank strategically
used toenhance profitability
and capital ratherthanine
reasing already high provi
sions, We expect credit costs to
remainvery low (full-year
guidance below (0, 5%)
due to strong PCR,
effective NPA
management,and
robust recovery,

What has been the rea-
son foradecline in netinter-
est income (NI1) and NIM?

NI sawa negligible drop of
90 crove from Q110 Q2,
primarilyduetoa 100 basis
point repo rate cut, the benefit
of whichwas passed on to
customers as 4 9% of ourassets
are linked to EBLR. We expect
NIMzto improve, anticipating
a 5-7basis point risein Q3 and
a10-15bpsrisein Q4,as
deposit repricing at lower rates
takes full effect along with the
reduced rates on term and
savings deposits.

What's driving credit growth
for PNB? Do you secanygreen
shoots in corporate capex?
PNB's RAM portfolio showed
strong growth with retail loans
growing at 18.1%, vehick loans
at 30P% despite limited GST
impact, housing at 13%,
pgriculture at 13%,and MSME
at18.6%. Further 1- 2% growth
is expected in RAM due to GST
cuts. Overalicredit growthis
10140, partly due to slower
corporate loan book growth in

carlierquarters. While corporate
Joans grow 7.9% thisquarter,
weare seeinga pick-up, Our
sanctioned corporate loan book
stands at T1.78 lakh crore {up
from 1,36 lakh crore),with 20
454 allocated to project finan
cing This indicatesa picking up
of corporate demsand, with
PNE surpassing its

FY24-25 sanctions in 6

months, While project

financing disburse-
ments take 1-2 years,
weare confident of

achieving Its 11-12% credit

growth guldance for the
financial yearand anticipate a
strong corporate loan book in
next 1-2 years,

Please share your views on
the expected credit loss
(ECL) norms.

We at PNE arewell-prepared.
Currently, stage 1 provisions

0‘
OVERALL CREDIT GROWTH IS N S

10.1%, PARTLY DUETO SLOWER CORPORATE
LOAN BOOK GROWTH IN EARLIER QUARTERS

are already met, while stage 3
NPAs are largely covered by
PNB's strong 97% PCR. The
main impactisin stage 2,
Rough calculations suggest an
additional ¥9,000 crore
provision needed, impacting
CRAR by 85 bps, However,
spread over five years, the
annual impactis 15-16 bps,
Given PNB's strong
profitability {fexpected to be
over T15,000 crore profit this
ear), T10,000-1 2,000 crore
will be ploughed back into
capital, making the bankwell-
pesitioned toabsorb the ECL
impact without major strain.

How is PNE responding to REI
allowing acquisition financing
for Indian banks?

Weare develaping a policy and
risk mitigation framework,
prioritising deals that foster
national interest, employment,
and growth, The $120-billion
M&A market provides a signi-
ficant opportunity and we will
leverage our global presence
and build expertise in this area,

What'sthestrategyadopted by
PNB to grow its subsidiaries?
PNBsolda 1070 stake in
Canara Insurance (from 23%
to 13%) to comply with
regulations. The generated
957 crore will reflect in our
Q3 quarterly income, All five of
PNB's domestic and foreign
subssidiaries (PNB Cards &
Services, PNBISL, PNB Gilts,
PNB International {London)
and Druk PNB Bank {Bhutan)
are cutrently profitable and
contributing positively, with
plans to double their collective
contributionwithin 1.5 years.
Associates (PNBE MetLife, PNB
Housing and Everest Bank
Nepal)and all eight RREs are
also posting profits.
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