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COMMERCIAL BANK OF CEYLON PLC (COMB.N)

Commercial Bank of Ceylon PLC (COMB) is one of Sri Lanka’s leading private-sector
banks and the largest bank by market capitalization, at approximately USD 1 Bn. The
Bank operates more than 270 branches and an extensive island-wide ATM network,
supported by a growing international presence across Bangladesh, Maldives,
Myanmar and the Dubai. 

We maintain our BUY recommendation on COMB.N with target prices of LKR 230.00
for FY26E and LKR 267.00 for FY27E, implying 13% and 32% upside from the current
market price of LKR 203.00, respectively. Our positive outlook is supported by strong
earnings momentum, sustained loan portfolio growth, and robust capital and
liquidity buffers.

Core earnings continue to gain momentum

COMB recorded a strong earnings performance in FY25, with profit attributable to
equity holders increasing by 9% YoY to LKR 60.1 Bn, primarily supported by growth in
Net Interest Income by 19% YoY to LKR 140.9 Bn and net fee and commission income
by 23% YoY to LKR 28.9 Bn respectively.
The earnings momentum continued into FY26, with profits attributable to equity
holders increasing by 14% YoY to LKR 34.9 Bn in 1H26. The growth was primarily
driven by a 16% YoY increase in NII to LKR 79.6 Bn, supported by 13% YoY growth in
the loan portfolio. Meanwhile, net fee and commission income increased by 13% YoY
to LKR 15.0 Bn, mainly driven by growth in card-related services. The Bank also
maintained a strong ROE of approximately 20%, highlighting its ability to generate
attractive returns for shareholders.
We expect the earnings momentum to continue, albeit at a more moderate pace, as
the recent policy rate increase to 8.75% could weigh on private-sector credit demand
and consequently moderate loan growth. Accordingly, we forecast NII to increase to
LKR 165.1 Bn in FY26E and LKR 195.1 Bn in FY27E, while profit attributable to equity
holders is expected to increase to approximately LKR 73.3 Bn in FY26E and LKR 89.6
Bn in FY27E. 
Gross loan portfolio expanded to 2.4Bn in 1H26

COMB's loan portfolio continued to expand strongly in 1H26, with gross loans and
advances increasing by 13% YTD to approximately LKR 2.4 Tn. The growth was
primarily driven by the domestic loan portfolio, which increased by 12% YTD to LKR
1.7 Tn, reflecting continued expansion in private-sector credit demand. In addition,
recent LKR depreciation boosted value of USD dominated Loans.
The NPL ratio declined to 1.38% in 2Q26 from 2.27% in 2Q25, indicating an
improvement in the quality of the loan portfolio despite the rapid pace of credit
expansion. At the same time, Provision for impairment charges and other losses
increased by 33.44% YoY to LKR 14.8 Bn during 1H26, reflecting a prudent approach
to provisioning amid continued geopolitical and macroeconomic uncertainties.
Meanwhile, for the first time in the industry COMB surpassed the LKR 3 Tn gross
deposit milestone providing stable and diversified funding base to fund future loan
growth.
We expect loan growth to moderate during 2H26 as the 100bps increase in the CBSL
Overnight Policy Rate to 8.75% in May 2026, together with tighter LTV requirements,
is expected to weigh on private-sector credit demand. Accordingly, we forecast net
loans and advances to reach approximately LKR 2.3 Tn in FY26E and LKR 2.7 Tn in
FY27E.

Strong capital and liquidity position provides headroom for growth

The Bank maintained a strong capital position as of 30 June 2026, with a Tier 1
Capital Ratio of 13.23% and a Total Capital Ratio of 16.58%, comfortably above the
regulatory minimum requirements of 10% and 14%, respectively. This provides
capital buffers to support continued balance-sheet expansion while maintaining
compliance with Basel III requirements. The Bank's liquidity coverage ratio as at 30th
June 2026 stood at 444.92% for LKR and 253.94% for all currencies, both well above
the statutory minimum ratios of 100%.

We value COMB using a combination of jutified Price-to-Book Value (P/BV) and Price-
to-Earnings (P/E) approaches, assigning an equal 50% weighting to each
methodology to derive a blended valuation.
Based on our valuation, we maintain our FY26E target prices at LKR 230.00 for
COMB.N and LKR 208.00 for COMB.X, implying approximately 13% upside. While our
FY27E target prices at LKR 267.00 for COMB.N and LKR 243.00 for COMB.X, implying
approximately 32% upside.Therefore, maintains BUY.

Valuation Summary

Private Sector Credit Demand

Recommendation - BUY Target Price - FY26E :230.00     FY27E :267.00
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Disclaimer: 
The report has been prepared by ACS Capital (Pvt) Ltd. The information and opinions contained herein has been compiled or arrived at based upon
information obtained from sources believed to be reliable and in good faith. Such information has not been independently verified, no representation
or warranty, express or implied is made as to its accuracy, completeness or correctness, reliability or suitability. All such information and opinions are
subject to change without notice and are not responsible for the communication of the same. This document is for information purposes only,
descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should
not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial instruments. In no event will ACS Capital (Pvt)
Ltd. be liable for any loss or damage including without limitation, indirect or consequential loss or damage, or any loss or damage whatsoever arising
out of, or in connection with the use of this report and any reliance you place on such information is therefore strictly at your own risk. ACS Capital
(Pvt) Ltd may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are
based before the material is disseminated to their customers. Not all customers will receive the material at the same time. ACS Capital (Pvt) Ltd, their
respective directors, officers, representatives, employees, related persons and/or ACS Capital (Pvt) Ltd., may have a long or short position in any of the
securities or other financial instruments mentioned or issuers described herein at any time and may make a purchase and/or sale, or offer to make a
purchase and/or sale of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either as
principal or agent. The information contained in this report is for general information purposes only. This report and its content is copyright of ACS
Capital (Pvt) Ltd. and all rights reserved. This report- in whole or in part- may not, except with the written permission of ACS Capital (Pvt) Ltd. be
reproduced or distributed or commercially exploited in any material form by any means whether graphic, electronic, mechanical or any means.
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