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Jammu and Kashmir Bank

Sector: Private Sector Bank

= About Jammu and Kashmir Bank

Jammu and Kashmir Bank, fondly known as J&K Bank, is one of India's most iconic regional banks
with a legacy spanning over 85 years. Founded in 1938 and headquartered in Srinagar, Jammu &
Kashmir, it holds the unique distinction of being a scheduled commercial bank as well as an
instrument of state policy — making it a hybrid of public purpose and commercial banking
excellence.

J&K Bank serves as the banker to the Government of Jammu & Kashmir, which gives it an
unmatched institutional relationship within the region. The bank offers a comprehensive range of
financial products including retail banking, corporate loans, MSME financing, agriculture credit,
treasury operations, and increasingly, digital banking services.

With a network of over 1,000 branches and 1,400+ ATMs, J&K Bank commands a near-
monopolistic presence in the Union Territories of Jammu & Kashmir and Ladakh. The J&K
government holds approximately 59.4% promoter stake, lending it strong political and financial
backing. In recent years, the bank has undergone significant transformation — cleaning up its
balance sheet, reducing NPAs, and investing in digital infrastructure — positioning itself as a serious
contender for a multibagger journey ahead. £

& Official website: Jammu and Kashmir Bank Official Website

#° Expansion Plans

J&K Bank's growth roadmap for 2025-2027 is both ambitious and strategically sound. Here's what
the bank is actively pursuing:

® Geographic Diversification Beyond J&K While J&K remains the core, the bank has been steadily
expanding its footprint into key metros and Tier-2 cities across Punjab, Delhi NCR, Mumbai, and
Bengaluru. This reduces over-reliance on a single geography and unlocks new corporate and retail
customer segments.

.| Digital Banking Transformation J&K Bank has been aggressively upgrading its mobile banking
app, internet banking portal, and UPI integration. The bank aims to onboard over 5 million digital
users by FY27. Investments in fintech partnerships and API banking are expected to reduce
operating costs while improving customer retention.

i Infrastructure & Real Estate Credit Boom in J&K Post the abrogation of Article 370, J&K has
witnessed a massive influx of central government capex, tourism investment, and private real
estate development. J&K Bank, as the primary banker to the state, is ideally positioned to
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underwrite this credit boom — from construction loans to hospitality sector financing.

i, Agriculture & MSME Credit Push The bank has set ambitious targets for Kisan Credit Cards,
allied agriculture lending, and MSME working capital loans. With J&K's horticulture sector (apples,
saffron, walnuts) growing rapidly, agri-credit demand is surging. The bank's rural branch network
gives it a last-mile advantage no competitor can easily replicate.

/sl Balance Sheet Strengthening Management has guided for sustained improvement in Net
Interest Margin (NIM) above 3.5%, Gross NPA below 4%, and credit growth of 15-18% annually
through FY27. Capital adequacy remains comfortable, enabling continued loan book expansion
without dilutive equity raises.

4 Key Positives
® & Deeply Undervalued vs Intrinsic Value: At a market price of 2150, the stock trades at a

massive discount to our calculated intrinsic value of X729 — implying nearly 4.8x upside
potential from current levels. This is a classic Benjamin Graham value trap broken open.

* £ Near-Monopoly in J&K: No other bank commands the institutional, governmental, and
cultural trust that J&K Bank enjoys in the region. It is embedded in the economic DNA of the
state — a true economic moat.

® 1 Strong EPS Growth: With an EPS of X20.91 and a projected EPS growth rate of 19% per

annum, the earnings trajectory is powerful. This earnings compounding is a key driver of long-

term wealth creation.

® 1 Excellent ROE of 15.2%: A Return on Equity above 15% signals that management is
generating superior returns on shareholders' money — a hallmark of a quality bank.

* @ Zero Debt-to-Equity (D/E = 0): Extremely healthy balance sheet with no leveraged
borrowings in the traditional sense — borrowings are deposits, which is the natural funding
model for banks. This metric confirms financial prudence.

® jii Government-Backed Promoter (59.4% stake): The J&K Government's majority stake
provides implicit sovereign support — reducing risk of management instability or hostile
takeovers.

® X\ Declining NPA Trajectory: Gross NPAs have fallen significantly from double-digit levels to
under 5%, reflecting improved credit underwriting, recovery drives, and portfolio clean-up. The
worst is clearly behind.

* @ Beneficiary of J&K's Development Story: With the central government committing over
80,000 crore in developmental expenditure for J&K, the region is undergoing a structural
economic uplift — and J&K Bank sits at the centre of this credit ecosystem.

® | Attractive PE of 7.17x: Banking stocks typically trade at 10-15x earnings. At just 7.17x, J&K

Bank is priced for pessimism — smart value investors know this is exactly when to accumulate.
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* (4l PB Ratio of 1.0: Buying a bank at book value means you're paying X1 for X1 of net assets — a

rare opportunity in today's market where most quality banks trade at 2-4x book.

A, Key Concerns

® 1, Regional Concentration Risk: Majority of business is tied to J&K — any political disruption,

natural disaster, or economic slowdown in the region directly impacts the bank's performance.

® .1, Below-Average ROCE (5.83%): While ROE is strong, ROCE remains below the ideal 15%+

threshold, suggesting capital allocation efficiency can be improved further.

® i, Legacy NPA Overhang: Despite improvement, absolute NPA stock remains elevated

compared to private sector peers, and any economic stress could slow recovery momentum.

¢ 1, Limited Brand Recall Pan-India: Outside J&K, J&K Bank is relatively unknown — limiting its

ability to raise low-cost CASA deposits at scale from other markets.

® 1. Succession & Governance Risk: Being a government-controlled bank, management

appointments can be influenced by political considerations rather than pure meritocracy.

@ SWOT Analysis

Jammu and Kashmir Bank presents a compelling SWOT profile for the discerning value investor. Its
strengths lie in its unrivalled regional dominance, government patronage, and improving return
ratios. The primary weakness is geographic concentration and below-benchmark ROCE, which
management is actively addressing. The opportunities are enormous — J&K's post-Article 370
economic renaissance, infrastructure boom, and digital banking adoption create a multi-year credit
growth runway. Key threats include geopolitical uncertainties, rising competition from national
banks eyeing J&K's growth potential, and macroeconomic interest rate risks. Overall, strengths and

opportunities far outweigh the risks at current valuations. &

STRENGTHS
® Dominant regional bank with 75+ years of legacy and near-monopoly presence in J&K and
Ladakh

® Strong government backing with J&K government as majority promoter at 59.4%
®* Improving asset quality with declining NPA ratios and better credit discipline

® Robust ROE of 15.2% signalling efficient use of shareholder capital

® Geographic concentration risk — overwhelming dependence on J&K and Ladakh region
® ROCE of 5.83% is below industry benchmarks, indicating scope for better capital deployment

¢ Limited pan-India brand recognition compared to large private and public sector banks

£* OPPORTUNITIES
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® Post-Article 370 abrogation, surge in infrastructure, tourism and real estate investment in J&K

creates massive credit demand
®* Government-backed financial inclusion drives in underbanked Himalayan and border districts
® Digital banking expansion and fintech partnerships to capture younger, tech-savvy customer

segments

@ THREATS
® Geopolitical tensions and regional unrest in J&K can disrupt banking operations and asset quality
® Rising competition from large PSU banks and private banks expanding into J&K corridors

® [nterest rate volatility and RBI regulatory tightening could compress net interest margins

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

2~/ Profit & Loss (Last 5 Years)

J&K Bank's financial performance over the last five years tells a powerful turnaround story. [4l
Revenue has grown from approximately 8,100 crore in FY22 to an estimated 16,800 crore in
FY26 — a near doubling in four years, reflecting strong credit growth and improving yields. More
impressively, net profit has surged from X506 crore in FY22 to an estimated 2,490 crore in FY26E
— a near 5x jump — driven by NPA resolution, operating leverage, and robust loan book expansion.
This trajectory of accelerating profitability at improving margins makes J&K Bank a textbook value-
cum-growth candidate. £

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

@ Risk Factors
* @ Geopolitical & Security Risk: Any escalation of tensions in J&K or along the Line of Control

can severely disrupt economic activity, loan repayments, and branch operations.

* @ Regulatory Risk: RBI's evolving guidelines on provisioning norms, capital adequacy (Basel 111/
IV), and digital lending regulations could increase compliance costs.

* @ Credit Concentration Risk: Heavy exposure to government employees, horticulture sector,
and real estate means sector-specific downturns could spike NPAs.

* @ Natural Disaster & Climate Risk: J&K is prone to floods, landslides, and earthquakes —

events that can simultaneously impair collateral values and borrower repayment capacities.

* @ Interest Rate Risk: A rising interest rate environment increases cost of deposits faster than

lending yields adjust, potentially compressing Net Interest Margins.

@ Technology & Cyber Risk: As digital banking accelerates, exposure to cyberattacks, data
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breaches, and system outages becomes a material operational risk.

* @ Political Interference Risk: Government as majority promoter may direct lending toward

policy priorities over purely commercial considerations, potentially affecting asset quality.

fa} Value Investing Snapshot

Market Price (%) 150 €} Deeply Undervalued vs IV of X729

PE Ratio 7.17x _) Moderate — Below sector average,
indicates value

PB Ratio 1.0x T) At Book Value — Fair to Attractive for
a bank

Intrinsic Value (%) X729 € Strong Margin of Safety — 79%
upside potential

D/E Ratio 0 €) Zero Financial Leverage — Healthy
Balance Sheet

ROE (%) 15.2% € Strong — Above 15% threshold

ROCE (%) 5.83% @ Below Benchmark — Scope for
improvement

Revenue CAGR (3Y) * ~18% 7) Moderate-Strong Growth Trend

Profit CAGR (3Y) * ~48% € Exceptional Earnings Turnaround

Promoter Holdings (%) 59.40% € Strong Promoter Confidence

Pledging (%) N/A © No Pledging Risk

@ Green = Strong/Attractive | © Yellow = Moderate | @ Red = Weak/Caution

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available
financial data and may vary from audited figures.

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India for its in-depth, unbiased multibagger stock research. Our team of
experienced analysts applies rigorous fundamental analysis, value investing frameworks, and
proprietary screening tools to identify high-conviction investment opportunities — before the crowd
discovers them. Whether you're a seasoned investor or just starting your wealth-creation journey,
Futurecaps provides the research firepower to invest smarter, not harder. & Our track record of
identifying multi-year compounders speaks for itself — and we're just getting started. &

. About Value Investing

Value investing, pioneered by Benjamin Graham and Warren Buffett, is the art of buying great
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businesses at prices significantly below their intrinsic worth. The core idea is simple: the market
occasionally misprice stocks, and patient investors who buy during these windows of pessimism are
rewarded handsomely. Key metrics like PE ratio, PB ratio, ROE, and intrinsic value help identify such
opportunities. J&K Bank is a classic value investing candidate — strong fundamentals, massive
discount to intrinsic value, and a clear growth catalyst. Calculate any stock's intrinsic value using the
Futurecaps Intrinsic Value Calculator and invest with conviction. 3l

fial Profit & Loss

Jammu and Kashmir Bank revenue grew from X8.1K Cr (FY22) to X16.8K Cr (FY26E), a 20% CAGR. Net profit
expanded from X506 Cr to X2.5K Cr (49% CAGR), reflecting strong operating leverage.

B Ravanus B Mat Profit

Frad Fra3 Fr2d Frash Ff26E
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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