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Department of Corporate Services 

BSE Limited 
Phiroze Jeejeebhoy Towers, 

Dalai Street 
Mumbai — 400 001 

Dear Sir/ Madam, 

Subject: Intimation of Reaffirmation of Credit Rating 

We hereby intimate that Brickwork Ratings vide their letter dated March 16, 2021, as part of 

annual rating surveillance exercise has reaffirmed the credit Rating of the Bank's Non-

Convertible Debentures (NCDs) and the details of the same are as follows: 

Facilities Amount (Rs. Crore) Rating Rating Action 

Unsecured NCDs 50 Crores BWR A Stable Reaffirmed 

The details of the instruments are provided below: 

ISIN Date of 
Issuance 

Coupon Rate Maturity Date Amount (Rs. 
Crore) 

1NE879Q08028 22.12.2015 17.23% 22.12.2021 25 

I NE879Q08036 28.12.2015 16.83% 28.12.2021 25 

Enclosed herewith the credit reaffirmation letter issued by Brickwork Ratings for your 

reference. 

Requesting you to take note of the information on your records. 

Thanking you, 

Yours Faithfully, 

For ESAF Small Finance Bank Limited, 

ESAF SMALL FINANCE BANK LIMITED 
RBI License No.: MUM 124, CIN: U65990KL2016PLC045669 

Registered a Corporate Office: ESAF Small Finance Bank Limited, Building No. VII/83/8, ESAF Bhavan, 
Mannuthy, Thrissur - Patakkad National Highway, Thrissur - 680 651, Kerala. 
Ph. No: 0487 7123456, 123457, Email: customercare@esafbank.com  www.esafbank.com  
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ESAF Small Finance Bank Ltd 

Brickwork Ratings reaffirms the ratings for the Non-Convertible Debentures 
of t 50 Crores of ESAF Small Finance Bank Ltd [hereafter referred to as 
ESAF SFB or the "Bank"] 

Particulars: 

Facility/ 
Instrument" 

Amount (Z Cr)  

Tenure 

Ratiiw " 

Previous 

1 

Present 
Previous 

(Mar 2020) 
Present 

Unsecured 
NCDs 

50 50 Long Term 
BWR A 
Stable 

BWR A. . 
Stable 

Total '50 50 • INR Fifty Crores Only 

*Please refer to BWR website www.briekworkratings.corni for definition of the ratings 
** Details of NCD is provided in Annexure-I 

RATING ACTION / OUTLOOK 

Brickwork Ratings (BWR) reaffirms BWR A/Stable rating for ESAF Small Finance Bank Ltd.'s 
(hereafter referred to as "ESAF SFB" or the Bank) unsecured Non Convertible Debentures 
(NCDs) of Rs 50 Crs as tabulated above. 

The rating reaffirmation factors, inter alia, ESAF ' s stable business growth with established 
presence in microfinance loans through MFI branches, comfortable capitalization, stable asset 
quality and adequate liquidity. However, the rating is constrained by the limited diversification 
of the portfolio and regionally concentrated operations. 

wvvw.brickworkratings.com  



Rating Outlook: Stable 

BWR believes the ESAF Small Finance Bank Limited's business risk profile will be 
maintained over the medium term. The 'Stable' outlook indicates a low likelihood of rating 
change over the medium term. 

KEY RATING DRIVERS 

Credit Strengths: 

• Stable business growth: ESAF has witnessed consistent and sustainable growth in its 
business in the last 3 years post receipt of "small finance bank" license. Total business of 
the bank as on 31 Dec 2020 substantially grew to Rs 16,463 Crs from Rs 13,576 Crs in 
FY20. Bank's Loan book grew by 37% during FY20 from Rs 4,548 Crs in FY19 to 
Rs.6,548 crs in FY20 and further grew by 15% to Rs.7,812 crs as on 31 December 2020. 
Microfinance loan book constitutes —88% of total loan book as on 31 Dec 2020. The total 
deposits grew by 63% during FY20 from Rs 4,317 Crs in FY19 to Rs.7,028 crs in FY20 
and further deposits grew by 23% on y-o-y basis and stood at Rs.8,651 crs as on 
December 31, 2020. The bank's CASA ratio improved from 13.66% in FY20 to 16.53% 
as on 31 Dec 2020. Going forward, the ability of the bank to continue its growth 
trajectory will be a key rating monitorable. 

• Comfortable capitalisation: Bank's CAR and Tier 1 CAR stood comfortable at 21.04% 
and 18.53% as on 31 Dec 2020, respectively (Minimum regulatory requirement of 
15%and 7.5%). The bank's Net worth as on 31 Dec 2020 stood at Rs.1,093 crore with 
cost of funds at 7.82%. The bank's ability to continue to raise capital during the current 
fiscal to sustain business growth will be a key rating monitorable. 

• Stable financial risk profile: ESAFs interest income grew by 36.99% from Rs 1,031.64 
crs in FY19 to Rs 1,413.25 crs in FY20. For 9MFY21, Bank has reported interest income 
of 1,256.08 Crs when compared to Rs 1,026.23 Crs for 9MFY20. The increase in 
interest income is on the back of the consistent growth in advances. For the same period, 
PAT increased by 110.86% from Rs 90.29 Crs in FY19 to Rs 190.39 crs inFY2O. 
However, for 9MFY21, the bank has reported PAT of Rs 62.11 Crs when compared to Rs 
135.86 Crs in 9MFY20. The decrease in PAT is due to increase in provisions to Rs 297 
Crs due to the impact of COVID 19. This has resulted in a decrease of ROA & ROE from 
2.24% and 17.56% in FY20 to 0.76% and 7.20% in 9MFY21. The bank's ability to 
continue to maintain its operating profitability and manage provisioning costs will remain 
a key monitorable. 
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• Stable asset quality albeit stressed in the recent past due to the impact of COVID 19: 
Bank's asset quality improved in FY20 with Gross NPA and Net NPA decreasing to 
1.53% and 0.64%, from 1.61% and 0.77%, respectively in FY19. Gross NPA and Net 
NPA further improved to 1.22% and 0.05% in 9MFY21 mainly due to the Supreme court 
order on NPA recognition. However, the pro forma Gross NPA and proforma Net NPA 
stood at 10.70% and 7.40% as on December 31, 2020. In absolute terms Gross NPA for 
9MFY21 stood at Rs 95 Crs and proforma GNPA stood at Rs 835 Crs. Provision 
coverage ratio as on 31 Dec 2020 stood at 59%. Apart from the normal provisioning, the 
bank has already made a total provision of Rs.224 Crs as on December 31, 2020 for the 
impact of Covid-19. The ability of the bank to keep making provisions towards COVID 
19 impact and at the same time maintain its profitability and maintain stable asset quality 
will remain a key rating sensitivity. 

Bank's collection efficiency has improved MoM and reached around 50% in January 
2021. However, —92% of borrowers have started repaying in the month of Feb 2021 and 
the reason behind low collection efficiency is overdues for earlier months. BWR expects 
that the collection efficiency will improve month on month which will help the bank to 
maintain a stable asset quality. However, the ability of the bank to improve its collection 
efficiency to reach pre covid levels will be a key rating sensitivity. 

Credit Risks: 

• Regional Concentration of operations: As on 31 Dec 2020, the bank operates in 21 
states with 524 branches. —82% of gross loan portfolio is concentrated in southern states 
with Kerala accounting for —58% of total portfolio, TamilNadu accounting for —21% and 
Karnataka accounting for —3%. The bank plans to diversify geographically in next 2-3 
years by opening more branches outside Kerala which will help them to reduce the 
geographical concentration. 

• Limited diversification of portfolio: Microfinance loans contribute to —88% of the total 
advances (against 97% of the total AUM as on March 31, 2020 and hence is 
concentrated. Bank has introduced new loans like Home loans, Two-Wheeler loans, Gold 
loans and Agri - MSME loans to address the issue. Going forward, the company's ability 
to build a non-MFI portfolio will be a key rating sensitivity. 

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA 

BWR has considered the standalone financial profile of the bank and has applied its rating 
methodology as detailed in the Rating Criteria (hyperlinks provided at the end of this rationale). 
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RATING SENSITIVITIES 

Positive: Ability to raise capital to support profitable business growth, geography and product 
diversification, improvement in resource profile and manage asset quality from any further 
deterioration will be key rating positives. 

Negative: Non achievement of the projected financial performance, deterioration in asset quality 
and its impact on profitability and capitalisation will be key rating sensitivities. 

LIQUIDITY POSITION: Adequate 

Bank has adequate liquidity as reflected through its Liquidity Coverage ratio of 231.56% as on 
30 Sep 2020 (as against Min LCR of 100% by Jan 2021) and positive cumulative mismatches up 
to 1-year time bucket as per the Structural liquidity statement dated December 31, 2020. 

COMPANY PROFILE 

ESAF Small Finance Bank Limited (ESAF SFB) is a Kerala based Small Finance Bank (SFB) 
which commenced its banking operations on March 10, 2017. The bank was promoted by Mr. K. 
Paul Thomas which is a part of Kerala based ESAF group operating in Microfinance space from 
1995 and set up ESAF Microfinance & investments Pvt. Limited (EMFIL) in 2007. EMFIL 
received in principle approval from the Reserve Bank of India (RBI) to establish a Small Finance 
Bank (SFB) in the private sector under section 22 of the Banking Regulations Act, 1949 on Sep 
16, 2015. The Bank received the final license from RBI on Nov 18, 2016 and commenced 
commercial operations as an SFB on March 10, 2017. On 27 Dec 2018, the bank received 
"Scheduled Commercial Bank" status from RBI. Its registered office is located at Thrissur. 
ESAF Small Finance Bank currently operates through 524 Branches across 21 states in India. 

As on December 31, 2020, ESAF Microfinance & Investments Pvt Ltd (EMFIL) held 65.63% of 
the shareholding in ESAF SFB while Mr. Paul Thomas holding 7.30%, ESAF Swasraya Multi 
state Agro Cooperative Society Ltd 4.99%, PNB Metlife India Insurance 4.99%, Muthoot 
Finance Ltd 4.38%, Bajaj Allianz life insurance company 4.08%, PI Ventures 2.04%, ICICI 
Lombard General Insurance company held 1.46% and individual investors hold the remaining. 

www.brickworkratings.com 
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KEY FINANCIAL INDICATORS (in Cr) 

Key Parameters 1:nits FY 18 FY 19 FY20 

Result 'lype Audited Audited Audited 

Deposits Rs in Crs 2523 4317 7028 

Advances Rs in Crs 3155 4548 6548 

Total Business Rs in Crs 5678 8865 13576 

CASA % 9.82 12.60 13.66 

CRAR % 16.92 27.59 24.03 

GNPA % 3.79 1.69 1.53 

NNPA % 2.69 0.77 0.64 

Networth Rs in Crs 325 881 1061 

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: Nil 

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY: Nil 

RATING HISTORY 

SI. 
No. 

lust rument/ 
I 	I a C i lity 

( urrent katint.; (Mar 2021) Ratin 	Ilistor 

Type 
(Long 

Term/Short 
Term) 

Amount 

(Rs in Crs) 
Rating 18 Mar 2020 13 Feb 2019 27 Mar 2018 

1 Fund Based 
Term Loans 

Long Term - - Withdrawn 
BWR A 
(Stable) 

BWR A- 
(Stable) 

2 Unsecured Long Term 50 BWR A BWR A BWR A BWR A- 

www.brickworkratings.com  



* ** 

Wrickw„ or 
NCD (Stable) (Stable) (Stable) (Stable) 

COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple 

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf  

Hyperlink/Reference to applicable Criteria 

• General Criteria  
• Banks and Financial Institutions 

Analytical Contacts 

tire': Ilarsha 
Manager - Ratings 
13 :+91 80 4040 9940 Ext :361 
sreeharshat'i:!lbrickworkratings.com 

 

Anil Patwardhan 
Senior Director - Ratings 
13 :+91 22 2831 1426, +91 22 2831 1439 
anil.p@brickworkratings.com  

  

1-860-425-2742 	I 	media@brickworkratings.com  
L_ 	  

ESAF Small Finance Bank Ltd 

ANNEXURE I 

INSTRUMENT (NCD/Bonds/CP) DETAILS 

Instrument Issue Date Amount in 
Crs. 

Coupon Rate Maturity Date ISIN Particulars 

Unsecured 
NCD 

22 Dec 2015 25 17.23 22 Dec 2021 INE879Q08028 

28 Dec 2015 25 16.83 28 Dec 2021 1NE879Q08036 

For print and digital media 
The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic 
media. While it may be used by you acknowledging credit to BWR. please do not change the wordings in the - 
rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the sole right of • 

www.brickworkratings.com 
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sharing (both direct and indirect) its rationales for consideration or otherwise through any print or electronic or 
digital media. 

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] 
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, 
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds, 
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other 
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. 
BWR has rated over 11,400 medium and large corporates and financial institutions' instruments. BWR has also 
rated NG0s, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal 
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partner. 
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, 
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. 

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI] 
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank 
Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments 
and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and 
other structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, 
etc. [hereafter referred to as "Instruments"]. BWR also rates NG0s, Educational Institutions, Hospitals, Real Estate 
Developers, Urban Local Bodies and Municipal Corporations. 

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR 
that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other 
reliable sources, which in BWR's best judgement are considered reliable. The Rating Rationale / Rating Report & 
other rating communications are intended for the jurisdiction of India only. The reports should not be the sole or 
primary basis for any investment decision within the meaning of any law or regulation (including the laws and 
regulations applicable in Europe and also the USA). 

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the 
user and BWR. 

The ratings assigned by BWR are only an expression of BWR's opinion on the entity / instrument and should not in 
any manner be construed as being a recommendation to either, purchase, hold or sell the instrument. 

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any 
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgement 
obtained from the user's financial advisors. BWR shall not be liable to any losses incurred by the users of these 
Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the 
ratings at any time without assigning reasons for the same. 

BWR's ratings reflect BWR's opinion on the day the ratings are published and are not reflective of factual 
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public 
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit. 

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or 
agents (collectively, "BWR Party") guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR 
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the 
results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all 
express or implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness 
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for a particular purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect, 
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or 
losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of 
any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such damages. 
However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its 
affiliates do not act as a fiduciary. 

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and 
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not 
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality 
of certain non-public information received in connection with each analytical process. 

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities 
etc., or from obligors. BWR's public ratings and analysis are made available on its web site, 
www.brickworkratings.com. More detailed information may be provided for a fee. BWR's rating criteria are also 
generally made available without charge on BWR's website. 

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories, 
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited. 

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of 
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as 
amended from time to time. 
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