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Banking Sector Overview
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The banking sector delivered a stronger performance in 2Q26,
with Net Interest Income (NII) increasing by 17.1% YoY and 5.1%
QoQ to LKR 149.5 Bn. Growth was driven by sustained loan book
expansion, with timely re-pricing of advances largely offsetting
higher funding costs following the 100bps OPR hike to 8.75% in
May 2026.

Sector profitability improved significantly, with Profit for the Equity
Holders rising by 27.0% YoY and 32.0% QoQ to LKR 63.2 Bn in
2Q26. Notably, this was achieved despite a sharp step-up in
impairment charges across most banks, as management overlays
were built against geopolitical and macroeconomic uncertainty.

Overall, the sector demonstrated notable improvement in 2Q26,
with both NIl and profitability recording strong YoY and QoQ
growth, while capital adequacy and liquidity ratios remained
comfortably above minimum regulatory requirements.

However, headline profit growth is flattered by NTB's one-off
acquisition-related tax credit; excluding NTB, sector profit growth
moderates to 16% YoY and 21% QoQ.

Source: CSE, LOSEC Research
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Highlights From Top Performing Banks

Commercial Bank (COMB.N)

Commercial Bank delivered strong topline growth in 2Q26, with net interest income up 18% YoY and 5% QoQ to LKR 40.9 Bn and gross loans expanding 36% YoY to LKR

2.36 Tn. The Group became the first private sector bank in Sri Lanka to cross LKR 3 Tn in deposits, ending 1H26 at LKR 3.02 Tn, up 20% YoY. However, profit for equity
holders rose only 8% YoY and declined 3% QoQ to LKR 17.2 Bn, as impairment charges rose 184% YoY to build prudential buffers against geopolitical uncertainty. Asset
quality nonetheless improved, with net Stage 3 at 1.38% (2025: 1.54%) and coverage at 74.14%. CASA remained industry-leading at 39.33%, with the cost-to-income

ratio the sector's lowest at 27.11%.

HNB posted the sector's strongest NIl growth in 2Q26, up 30% YoY and 5% QoQ to LKR 34.2 Bn, with NIM improving to 4.40% from 4.26% in 2025 as lending
momentum offset funding cost pressure. Net fee and commission income grew 30% YoY, lifting 1H26 total operating income 27% to LKR 76.7 Bn. Profit for equity
holders was flat YoY at LKR 11.8 Bn but recovered 17% QoQ, held back by a LKR 4.1 Bn impairment charge against a reversal in the prior year. Gross loans grew 36% YoY
to LKR 1.82 Tn. The Bank retains the sector's strongest capital position (Tier 1 16.85%, Total 19.30%) and net Stage 3 of 1.17%, and was named Best Bank for Large

Corporates in Sri Lanka by Euromoney for a second consecutive year.

Sampath recorded the strongest earnings momentum among the large caps, with profit for equity holders up 65% YoY and 61% QoQ to LKR 11.0 Bn. The sequential
surge was materially assisted by an impairment reversal exceeding LKR 3 Bn following recovery of long-outstanding loans, which cut quarterly impairment charges by
89% QoQ. On a 1H26 basis the picture is more measured, PAT of LKR 16.6 Bn, up 13%, with the full-period impairment charge still up 324% YoY to LKR 5.0 Bn. Gross
loans grew 42% YoY to LKR 1.54 Tn, the fastest among the large banks, and NIM improved to 4.21%. The Bank issued an oversubscribed LKR 10 Bn Basel Il green bond
in July 2026 to rebuild capital after CET1 fell to 13.21% from 14.75%.

"Nf*!‘f' SECURITIES Source: CSE, LOSEC Research 3




Highlights From Top Performing Banks Conts.

National Development Bank (NDB.N)

NDB posted a standalone post-tax profit of LKR 3.01 Bn in 2Q26, the first full quarter since the fraud was reported, taking TH26 PAT to LKR 4.83 Bn against a restated
LKR 1.93 Bn. Excluding the fraud, TH26 PAT would have been LKR 6.21 Bn versus LKR 4.22 Bn a year earlier, with the total revised loss of LKR 13.58 Bn now fully

recognised and nothing attributable to the second quarter. Gross income rose 12.8% YoY to LKR 53.82 Bn and net fee income 22.4% to LKR 4.45 Bn, while impairment
charges fell 22.9% to LKR 3.46 Bn. Net Stage 3 improved to 3.3% (2025: 3.8%) with coverage at 62.9%. Balance sheet momentum stayed subdued, net loans broadly flat
at LKR 595.28 Bn, NIM compressing to 3.8% from 4.1% as CASA fell to 23.6%. Capital is the watch item, with CET1/Tier | at 9.7% and Total CAR at 15.3%, down from
restated 11.3% and 14.8% at end-2025.

NTB reported the strongest earnings result in the coverage, with TH26 Profit After Tax of LKR 15.6 Bn, up 77% YoY, following the acquisition of HSBC Sri Lanka's retail
banking business with operations commencing 1 May 2026. Profit Before Tax rose 7% YoY to LKR 18.4 Bn, the gap between the two reflects a one-off tax credit
attributable to the acquisition. Loans grew LKR 112 Bn, up 26% YoY, with NIM stable at 5.58%, the highest in the sector, and Net Stage 3 at 1.05%. ROE rose to 31.33%
on enhanced post-acquisition scale, while capital remained comfortable with Tier | at 12.76% and Total CAR at 16.41%. The Bank has consolidated its position as market

leader in credit cards and premium retail banking.

Seylan delivered a steady TH26, with PAT of LKR 6,080 Mn, up 10.78% YoY, and PBT of LKR 9,298 Mn, up 10.10%. Growth was broad-based, total operating income rose
13.34% to LKR 25,542 Mn, NIl 10.12% to LKR 19,560 Mn, and net fee-based income 20.85% to LKR 4,650 Mn on cards, remittances and trade. NIM moderated to 4.16%
from 4.50%, while operating expenses rose 14.23%. Asset quality remains among the sector's cleanest, with the Stage 3 ratio flat at 1.03% and provision cover of 85.26%,
one of the highest in the industry. Loans grew to LKR 650 Bn and deposits to LKR 771 Bn, with CASA at 27%. Capital stayed sound at CET1/Tier 1 of 10.91% and Total
Capital of 15.56%, with ROE of 14.74% (2025: 15.89%).

LOLC
M SECURITIES

Source: CSE, LOSEC Research 4




Net Interest Income vs Profitability
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2Q 2026 Earnings Review
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2Q 2026 Capital Adequacy
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2Q 2026 Deposits Portfolio Analysis
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2Q 2026 Analysis of Bank Loans

53%

57% 599%

58%

6%

11% 10% 10% 10% 11% 9% 12% 10% 1%

()
.

9%

- o

Overdrafts M Trade finance ™ Leasing M Credit cards ® Pawning ™ Staff loans ™ Housing loans B Term loans B Term loans: Short term = Bills of Exchange B Other Loans

LOLC
SECURITIES Source: CSE, LOSEC Research 11




Banks Lending Rates Analysis
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Banks Lending Rates Analysis Cont.
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Deposits Rates Vs. Lending Rates
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Key Performance Indicators

COMB HNB SAMP SEYB NDB NTB PABC DFCC UBC

2Q26 40,880 34,199 24,594 9,921 8,454 11,892 3,663 7,830 1,904

Net Interest 1Q26 38,814 32,538 21,836 9,831 9,135 10,329 3,411 8,341 2,009

Income 2Q25 34,597 26,301 20,866 9,269 8,578 9,756 3,230 7,779 1,641
LKR M

( " Growth (QoQ) 5% 5% 13% 1% 7% 15% 7% -6% -5%

Growth (YoY) 18% 30% 18% 7% 1% 22% 13% 1% 16%

2Q26 17,209 11,774 11,030 3,214 3,175 10,986 1,452 2,281 472

Profit for the 1Q26 17,720 10,089 6,830 2,810 1,603 4,573 1,050 1,769 121
Equity

Holders (LKR 2Q25 15,970 11,743 6,703 2,764 2,448 4,708 1,135 2,789 199

Mn) Growth (QoQ) 3% 17% 61% 14% 98% 140% 38% 29% 289%

Growth (YoY) 8% 0% 65% 16% 30% 133% 28% -18% 137%)

2Q26 2,355,936 1,824,868 1,540,394 713,967 649,145 565,106 248129 610,785 153,344

1Q26 2,157,116 1,712,335 1,431,787 691,869 674,879 492,938 239,489 585,924 145,229

G{flz;ﬁf‘\;‘s 2Q25 1,731,457 1,338,919 1,088,509 556,785 607,550 382,810 183,300 513,775 118,747

Growth (QoQ) 9% 7% 8% 3% 4% 15% 4% 4% 6%

Growth (YoY) 36% 36% 42% 28% 7% 48% 35% 19% 29%

2Q26 3,015,155 1,750,259 1,487,149 646,817 631,081 384,655 191,293 464,360 110,629

Deposits 1Q26 2,871,165 1,652,109 1,407,253 597,768 611,063 372,182 190,158 439,335 103,083

(LKR Mn) 2Q25 2,505,693 1,609,154 1,276,551 590,698 615,232 347,769 175,345 406,585 95,391

Growth (QoQ) 5% 6% 6% 8% 3% 3% 1% 6% 7%

Growth (YoY) 20% 9% 16% 10% 3% 11% 9% 14% 16%

Source: CSE, LOSEC Research




Key Performance Indicators Cont.

AB

2026 18.54 15.32 18.18 14.94 14.28 25.57 13.88 8.70 4.85

ROE (%) 1026 18.87 15.54 16.00 14.63 12.86 20.21 13.19 9.23 3.54
2Q25 23.09 18.59 18.51 14.62 12.97 20.57 18.85 10.57 2.37

2026 4.51 4.40 4.21 416 3.75 5.58 4.92 3.66 3.40

NIM (%) 1026 4.50 4.45 4.09 4.23 3.86 5.66 4.28 3.88 3.70
2Q25 4.63 4.20 4.24 4.52 3.99 6.37 4.68 410 3.40

2026 27.11 46.00 39.70 46.63 39.73 31.68 50.57 49.60 73.23

C°5rtatt‘i’o"(’;)‘)’me 1026 29.16 50.54 45.13 50.01 60.18 32.22 50.08 44.42 75.08
2Q25 28.25 51.25 41.97 49.61 43.36 28.60 48.77 35.75 72.34

2Q26 7.94 8.44 7.38 6.80 6.05 8.13 7.98 6.51 6.90

Le"er?% Ratiol ™ 126 7.04 7.97 6.95 7.16 5.90 10.90 7.95 6.65 7.30
2Q25 6.95 8.42 6.87 7.59 6.96 10.81 7.89 7.71 8.30

2Q26 12.91 16.85 13.40 1118 10.35 12.76 14.93 12.00 11.60

T‘E;:ig‘z%ta' 1026 13.09 19.51 13.44 11.68 10.13 17.31 14.86 12.18 12.30
2Q25 14.18 20.78 15.89 13.32 12.79 17.12 16.65 12.49 13.80

2Q26 16.16 19.30 15.72 15.83 15.86 16.41 16.47 15.75 14.60

T°ta'( ;‘;‘p“a' 1Q26 16.50 19.51 15.97 16.66 15.87 18.41 16.43 16.09 15.50
2Q25 17.45 24.56 19.26 17.03 16.95 18.24 18.32 15.01 14.80

2Q26 39.33 32.81 34.01 27.05 23.42 29.39 20.24 24.79 20.97

CASA (%) 1026 40.42 34.39 34.97 28.36 25.33 31.25 22.63 23.88 22.67
2Q25 40.11 34.80 34.86 29.74 25.00 29.34 23.14 26.18 26.56

n LOLC
4. _

Source: CSE, LOSEC Research




2Q 2026 Income Statements (+/-) YoY Growth

Net Interest Income (LKR Mn) 6,283 7,898 3,728 652 -124 2,136 433 50 263
NIl Growth 18% 30% 18% 7% -1% 22% 13% 1% 16%
Net Fee and Comission Income (LKR

Mn) 957 1,125 1,200 115 310 597 43 -61 -6
Net Fee and Comission Income Growth 14% 20% 23% 5% 13% 29% 7% -3% -1%
Total Operating Income (LKR Mn) 12,091 11,291 8,723 1,320 1,012 3,377 221 232 263
Total Operating Income Growth 26% 28% 30% 1% 8% 26% 5% 2% 1%
Impairments (LKR Mn) 7,564 6,597 1,959 403 -146 1,485 211 -660 -311
Impairment Charges Growth 184% 142% 131% 176% -8% 1031% 116% -31% -418%
Operating Expenses (LKR Mn) 2,749 3,069 2,816 258 -32 1,476 185 1,686 215
OPEX Growth 21% 15% 23% 4% -1% 39% 9% 42% 12%
Income Tax (LKR Mn) -129 803 1,234 59 252 -6,179 -475 -346 37
Income Tax Growth -2% 1% 25% 4% 19% -233% -155% -28% 23%
Profit for Equity Holders (LKR Mn) 1,239 31 4,327 451 728 6,278 317 -509 272
Profit for Equity Holders Growth 8% 0% 65% 16% 30% 133% 28% -18% 137%

/i% E(E)(IZ_SRIHES Source: CSE, LOSEC Research 17
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Investor Ratios

Closing Turnover Latest 4QT| Latest

SN Price (LKR) Earnings |4QT EPS

I s N N S N N ™ N T B R AT

ABL.NOOOO AMANA BANK PLC 26.20 0.38% 937,345  2,548.82 4.62 5.67 46.09 0.57  10.03% 1.30 4.92%
CBNK.NOOOO CARGILLS BANK PLC 740  0.00% 1,047,839 481.84 0.39 19.04 11.81 0.63 3.29% - -
COMB.NO0O0OO COMMERCIAL BANK OF CEYLON PLC 202.00 -0.86% 47,232,532 64,28193  38.87 5.20 216.10 093 17.99% 10.12 4.94%
COMB.X0000 COMMERCIAL BANK OF CEYLON PLC (X) 185.00 -0.67% 2,291,856 64,281.93  38.87 4.76 216.10 0.86  17.99% 10.12 5.40%
DFCC.NOOOO DFCC BANK PLC 126.25 -1.37% 2,340,961 945180  20.97 6.02 242.62 0.52 8.64% 6.93 5.32%
HDFC.NOOOO HDFC BANK 68.90 0.00% 287,800 5.00 0.08 891.71 118.33 0.58 0.07% - -
HNB.NOOOO  HATTON NATIONAL BANK PLC 383.00 -0.26% 7,844,232 4701507 81.44 4.70 539.85 0.71  15.08% 19.25 4.97%
HNB.X0000  HATTON NATIONAL BANK PLC (X) 330.25 -1.49% 10,322,198 47,015.07 81.44 4.06 539.85 0.61  15.08% 19.25 5.70%
NDB.NOOOO  NATIONAL DEVELOPMENT BANK PLC 111.50 -0.45% 7,855,686 12,154.54  28.12 3.96 199.00 056  14.13% 8.25 7.28%
NTB.NOOOO NATIONS TRUST BANK PLC 306.25 0.08% 669,654 26,024.77  78.05 3.92 315.00 097 24.78% 6.48 2.11%
NTB.X0000 NATIONS TRUST BANK PLC (X) 387.75  0.00% 21,230 26,024.77  78.05 4.97 315.00 123 24.78% 2.98 0.74%
PABC.NOOOO PAN ASIA BANKING CORPORATION PLC 5530 -1.25% 1,174,449  4,355.72 9.84 5.62 72.09 0.77  13.65% 1.00 1.82%
SAMP.NO0OOO SAMPATH BANK PLC 139.75 -0.18% 10,711,170 34,803.45  29.68 4.71 166.78 084 17.79% 10.30 7.38%
SDB.NO00O SANASA DEVELOPMENT BANK PLC 48.00 0.00% 59,916 408.93 2.49 19.27 90.55 0.53 2.75% - -
SEYB.NOOOO  SEYLAN BANK PLC 98.70 0.82% 274,623 12,74898  20.06 4.92 136.24 072 14.72% 4.00 4.05%
SEYB.X0000  SEYLAN BANK PLC (X) 68.90 -0.29% 4,216,843 12,748.98  20.06 3.44 136.24 051 14.72% 4.00 5.81%
UBC.NOOOO  UNION BANK OF COLOMBO PLC 12.10 -0.82% 489,613 992.16 0.92 13.21 19.00 0.64 4.82% - -

B SECURITIES Source: CSE, LOSEC Research 13




LOLC Disclaimer
SECURITIES

Analyst certification: The Analyst(s) who is/are responsible for compiling or co-compiling this research and whose names appear as the analyst(s) of the
research certify that the views expressed in this research accurately reflect the personal view of the analyst(s) about the subject securities and issuers and/or
other subject matter as appropriate and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.
No part of the compensation received by the analyst(s) was, is or will be directly or indirectly related to specific inclusion of specific recommendation or
views in this research. On a general basis analyst's performance appraisal may be influenced by quality of the content and efficacy of the research. The
analyst(s) who is/are responsible for compiling or co-compiling this research and whose names appear as the analyst(s) receive compensation based on
overall revenues of LOLC Securities Limited and its holding company (LOLC Holdings PLC), which may include brokerage revenue from transactions involved
with the securities mentioned in this research.

General Disclaimer: LOLC Securities Limited is a company incorporated in Sri Lanka and licensed by the Securities and Exchange Commission of Sri Lanka to
operate as a stockbroker/stock dealer in Sri Lanka. LOLC Securities Limited is a trading member of Colombo Stock Exchange. This research is based on
information from sources that LOLC Securities Limited believes to be reliable. Whilst reasonable care has been taken to ensure accuracy of the information
presented in the research, LOLC Securities Limited does not give a guarantee on the accuracy of the information presented in the paper nor will take the
responsibility on investment decisions taken based on the information provided by the research and hence LOLC Securities Limited nor its employees
accepts any liability whatsoever for any loss arising from investments decisions taken using the information provided in this paper. The reader also should
note this paper does not give recommendations to any category of investors and investor should consult investment advisors for further clarifications
regarding risks involved in investing in equity market. Investing in securities has inherent risks with no guaranteed return and price may be subjected to
significant volatilities. No part of this report should be considered as a solicitation to buy or sell any security or product or to engage in or refrain from
engaging in any transaction. LOLC Securities Limited or its employees may or may not hold positions in the securities discussed in the research and the
information provided in the research should not be construed as a buy or sell instruction for any securities mentioned in the research, Unless otherwise
specifically mentioned. This research is intended for general use for clients of LOLC Securities Limited and must not be copied in whole or in part or
distributed to any third party for commercial use without permission from LOLC Securities Limited. If the reader is not the intended recipient, please inform
LOLC Securities Limited immediately by return email to research@Ilolcsecurities.com. LOLC Securities Limited’s other staff including salespeople, traders and
other professionals may provide oral or written market commentaries or trading strategies to our clients which reflect opinions which are contrary to the
opinions expressed in this research which may be influenced by different circumstances.




LOLC Our Team
SECURITIES

LOLC Securities Limited 011 758 2000 research@lolcsecurities.com

Shehan Bartholomeuz 011758 2001/ 077 769 9148

Investment Advisors

Head Office Colombo

Rohana Chandrasiri 011 758 2002 / 077 362 3001
Naminda Prasanna 011 758 2006 / 076 541 8108
Imesh Fernando 011 758 2005 / 077 395 4992
Chaminda Mahanama 011 758 2004 / 077 755 6582
Ruwan Perera 011 758 2011 / 077 751 4990
Bimal Malinda 011758 2012 / 077 340 9243
Chanaka Sanoj 011 758 2010 / 077 729 7385
Damith Chaminda 011 758 2009 / 077 336 7313
Dushan Rajaguru 011 758 2007 / 077 340 9257
Anuruddha Rajakaruna 077 340 9464

Indika Senanayake 077 335 2797

Uditha Chathuranga 077 580 2936

Matara Branch

Ahamed Aadil 077 753 8986
Anuradhapura Branch

Amith Premarathne 076 118 8139

Ushan De Silva 077 192 7998

Sripathi Senanayake 070 143 2905

Research _
Ruvini Kaushalya 011 758 2019 / 076 009 6208

Dinesh Perera 011 758 2021

Malintha Tirimanne 011 758 2000

Shanaya Amarasinghe 011 758 2020

20


mailto:research@lolcsecurities.com
mailto:ShehanB@lolc.com
mailto:RohanaC@lolcsecurities.com
mailto:NamindaPr@lolcsecurities.com
mailto:ImeshF@lolcsecurities.com
mailto:ChamindaMah@lolcsecurities.com
mailto:RuwanPer@lolcsecurities.com
mailto:BimalM@lolcsecurities.com
mailto:ChanakaSan@lolcsecurities.com
mailto:DamithC@lolcsecurities.com
mailto:DushanR@lolcsecurities.com
mailto:AnuruddhaR@lolcsecurities.com
mailto:IndikaSe@lolcsecurities.com
mailto:UdithaC@lolcsecurities.com
mailto:AadilA@lolcsecurities.com
mailto:AmithP@lolcsecurities.com
mailto:SripathiS@lolcsecurities.com
mailto:RuviniKau@lolcsecurities.com
mailto:DineshPerera@lolcsecurities.com
mailto:MalinthaT@lolcsecurities.com
mailto:ShanayaA@lolcsecurities.com

