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ESAF SMALL FINANCE BANK
jo y of Banklng 4

10" March, 2020 - -

: -f lt Department of Corporate Servnces;
: - BSE Limited
Phlroze Jeejeebhoy Towers
" Dalal Street ’
: quba_l 400001

: Dear Slr/ Madam
Subject Intlmatlon of Reafflrmatlon of Credlt Ratmg

| We hereby intimate that CARE Ratlngs via Ietter dated March 02 2020, as part of annual
ratlng survelllance exercise has reaffirmed the credit Rating of the Bank’s Non-Convertible -
Debentures (NCDs) and the detalls of the same are as follows:

o Facllltles . Amount (Rs Crore) : Rating Rating Action_
' Tlerll Bond lssue - 125.00 - CARE A; Stable (Slngle A, | Reaffirmed
o - I T Outlook Stable) :
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Enclosed hereW|th the ratlng letter issued by CARE Ratings for your reference

"‘We request you to klndly take the above documents on record.

T _,}Thanklng you

»YoursFalthfuIIy, ST e

For ESAF SmaII Flnance Bank L|m|ted

Companyecretary .
Membershlp No: A30388 \

» : Reglstered Office:
. . Building No.VIl/83/8
\ o E$AF Bhavan, Mannuthy *

X/ rissur-6806

- .ESAF SMALL FINANCE BANK LIMIT ED
RBI License No.: MUM 124, CIN: U65990KL2016PLCD45669

. Reglstered & Corporate Office: ESAF Small Finance Bank lelted Burldmg No VII/83/8 ESAF Bhavan
“:Mannuthy. Thrissur.- Palakkad National Highway. Thrissur - 680 651, Kerala. -
Ph No 0487 7123456, 123457, Email: |nfo@esafbank com wwwesafbank.com
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y _Th'éhki ngyou,

 Yours faithfully,

Meenaksth o Ravs ShankarR
_ﬁManager Manager '

| CARE or. its: subs&d nes}assocmtes may afso have other commercxal transacti'bn  ith the entxty ln case of :
i partnershnp/pro ‘

.CARE s ratif ﬂdo not factor in: any ratlng related tr:gger clausgs-as per th erms:cf the facmty/mstrument
' ay:involve’ acceieratzon of: payments in casé’of rating downgracies However i such clauses aré.| -
'duced and if. tnggered the ratmgs may see voiatility and sharp downgfades ) :
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S Annexure
Pres Re(ease

ESAF ¢ _Sm;a_ll Finance Bank
- Ratings 3 -
o ' Amount’ 2 . S
Faci :::tlesf , (Rs,f.:-_crore} - ,.Rating 3 Rating Action; .
o R o N CAREA; Stable . - R
gﬁe‘r.n Band issue . 12500 o | {szjn‘g!e A; Cut_!oﬁok: - Reaffirmed:
hse s L aStable) s o —_
Cerhf'cateofDepqg;s T eanpa “CAREALY - s
’ .(Proposed) L .5‘ L 500'00 FRRN A {AOne plus) ' Reafﬂrmed
_ LongtermBankFacmtles - ‘:: i e . W_ifhdréﬁh_

. managemen' e

Details of mstruments/fac:lmes i Annexure-1 B
Detaj!ed‘ Ratjionale;& Key Rating Drivers

The ratmgs assagned 1o the debt instruments and certyﬁcate of deposrts of- ESAF Smiall Finance Bank Ltd

_{ESAF SFB) factcrs in comfortable capxtahsatlon pmf“ le and growth in overa!l husmess of ‘the bank and

,:';penod Aprsl 01 10, September 30} The ratmgs contmue to factor m expenence of ’rhe promoter &

am: in the fending busmess, the group s sighifi cant expenence in. mncroﬁnance loans and.

. comfortable'hquxdtty pos:tlon The ratings are hawever constramed by reglonaily concentrated nature of

busmess Ixrmted dlversrf;canon inloan- portfolm Wthh malnly consists of micro ﬁnance loans:.

The ratmgs 355|gned to the !ong-term bank fac:htles 15 Withdrawn with m\medxate effect as the bank: has .

 Rating Sésitivities -

Pos:twe Facto;s
. increase the scale-of operations: across newer geographies and improve product: mix cf advances
‘book while: mamtaming good asset quahty onasustairied basis

Negative Fac_tor-s.

. Weakemng of assét quahty on sustamed basis
. Weakemng of capital adequacy with CAR declmmg below 17% ¢ on .a.sustained basss

. (.ump!ete dejmz!mn af the. mtmgs mvrgned a:e -available at wisw, careralmgs com and ‘other. CARE .
. publicationy - . . .




. Detalled descnptlon ofthe key ratmg dnvers
e Key Rating Strengths :

,'.profess;onals from the_banking. and ﬁnancnat

..:the founder of ESAF group and holds 7. 3% stake in, ESAF SFB.as on December 31 2019 He' has over:32.
- Years of :xn;{qs‘t:ry- experience, of which mqre,tha_n_ 22 .years'are_..m the.mlcroﬁnance sector. He is bsuippOrt_ed
~by-well quali?ied and»r'experienced mad‘agement*team which’ has rich "exbéﬁence in the. b"aﬁking'-and

fi nanc;al services sector. The bank has. been augmmtmg its senior: management team by Fecruiting:

":tor As. on’ December 31 2019 Lhe bank's board

captta¥ mfus:on of- Rs 464 crore through private placement of equuty shares dunng September 2018 -As'on

'-March 31, 2{319 the GAR and Ter [ ratiostoad at 27 59 % and:23. 30% respectwely (25 69% and 21.99% as

on-September 30; 2019) as against 16.92% apd -12_‘4(_3%.35 nn\Mar_ch,E!_-l_,» 2018,

!mprovement in-advances;: however share of MFI Ioans continues: ta be high ESAF SFB's AUM improved

=‘by -22°o-durmg FY19 and. stood -at'Rs.5,060 crore as'on March 31 -2019 (PY Rs 4131 crore) -and. dunng
HiFYZO AUM :mproved by 10% and stood. at Rs 5 559 crore as on September 30 2019 Post. transition to-

..§FB; ESAF SFB has introduced” ‘new: preducts hke LAP {Loan against Prcperty) busmess loans, corperate

loans, go!d !oan, etc Nevertheless, the mtcrofmance !oan ‘book stood at 97% cf the_AUM as on Narch 31,

"-2019 (96% of the AUM a5 ori: September 30, 2019) as agamst 98%: ot the AUM of the tota! AUM asion
: March 31,2018,

Sibhiﬁcant grawth ih Depasits w:'th iinpmuemeht fn 'gfranularity' The bank’é tdtéi bor'roWing iricreased to

' mstftunons and sub-debts at 72%, 23% and 3% respectwely as.on March 31 2019(PY 60%, 24% and:119%).

As on’ September 30,2019; thesshare {asa % of total borrowmgs) of deposnts Ioans from ather institutions

anck sub debt stood at 82%, 15% and 3% respectwely The total deposxss grew by’ 71% durmg FY19 and
stood at Rs 4, 317 croréas on March 31, 2019 {PY Rs 2 523 cmre} Durlng H1F\20 deposnts grew by 40%
and stood at Rs 6,063 crore as ‘on September 30, 2019 Due to' sxgmfncant growth in. depossts, the o ratro
-':2019(89% as: on September 30, 2019}:as against 125

of the bank !mproved 10.105:times as on March 3 _

times as on March 31, 2018

TR



. continues: The bank improved its. collections and: recovery machanisms and the -collection. efficiency-

The 'b’ank’s:ter’m deposits are. a'léo:granu'lar' in »ri'até.rre-with*SS% of*the‘ total ‘térm"deposits betow the ticket

size'of Rs 1 Ky} crore as on March 31 2019 (88% as on September 30, 2019} as agamst 56% as on: March 31,
2018. The bank’s CASA (as % total deposxts) has also improved-to 14% in Marth 31 2019(12% in

»September 30 2019) from 10% in March 31, 2018
Improving asset ~quq}}fgy- indicators but risks . q'ssé‘c‘iated with ‘marginal credit-profile. of borrowers

stood at 90% for FY13 (PY: 96%} and has improved, to 97% for. HLFY20 though the bank was impacted by-
‘Kerala- f[oods and collectron efficiency. declmed to 75% during August 2018 Durmg FY19; the bank written

cff its: Ioans to the extent of 85.89.4 crore and the asset quahty mdxcatars of the bank has improved with

. gross:NPA and Net NPA. stood at.1:61% and 0. 77% respecuveiy ason Marcn 31, 2018 {1. 75% and 0. 62% as

:agamst;o :0%"n £Y18 supported by rmprovement

March 31, 2019 (PY: 81%) However, the bank h_ ’

on September 30, 20i9) as.agairist 3.79% and 2 69% ason March:31, 2018, Jt.i is cntxcal for the.bank.to,

maintain its asset guality indicators. at current levats due to credit rlsks assoaated wnth margmal credit
profile of borrowers {share.of microfinahce: loans stood at 96% of the AUM as on. September 30, 2019}

who are vulnerab!e to adverse ecohomic cycles.

-Impraving praﬁtabdity metrics:: ESAF SFB's proﬂtab;hty |mproved during FY19 PAT stood at Rs,90 crore

on a total mcome iof Rs: i 141 crore in FY19 35 agamst PAT at Rs 27 crore on’ a total mcnme ‘of Rs.699 crore -

in FY18, Dunng FY19, the'yleld on advances (as 2% of average interest earnlng assets) lmproved t023.75%

(PY:23115%} and the cost of borrowings(as a'% of: ayera_ge interest bearing liabilities) declined to 8.97% in

, FY19”(PY".9 45%) thereby improvement in NIM. at. 975% in FY19 {PY:7. 32%} The 'operating experises (as a %

:of average tota% assets) have slightly improved to 7 71% in Fyig (PY: 7,90%). Credlt costs {as % average -

-tota( assets) has increased to 1.99%in FY19. from . 92% in FY18 ROTA has improved to 1. 53,6 in FY19 as

total incom: '.of Rs. 729 crore: Durmg HlFYZO opera ng expenses {as- a % of average ‘total assets) ratlo,

improved to 7. 21% as against 7. 71% 0 FY19 and credst costs'{as.a % of average total assets) lmproved to

1;_5,5%' in -HJFY20; as against 1.99% in FY19 _and_.al,d_et_i_ in improving tbe,prqfltavality mdvlcators. ROTA for

H1FY20:5t00d at 2:36% {no tax expenses were incurred). .

Key Ratmg Weaknesses

Regranal concentratlan of loun portfolia- contmues ESAF SFB’s AUM continues 10 remam concentrated.jn-

Kerala at 53%. as on September 30, 2019.-The' top two states ‘Constitutes: 81% of the overall portfoho as on

branches a,nd expansion o{ portfcho across iewear st»e_a_tes.- The'bank-has.improved- its presence ta 12 states
7

:'NIM Durmg HlFYZO PAT. stood at Rs 91.crore.on a’

taken |mtsatlves to reduce the concentratxon AUM in

13
4




as on March 3L 2019 as agamst 10 states as on March 31 0_18 and further to 17 states across 322

branches as on September 30, 2019

Liquidity: AdeQUate
As per structural t(qu:dlty statement ‘of .the bank @ on December 31, 2019 the bark does not have

negative cumulat:ve mlsmatches up to 1 year tlme bucket Also, the L;qmdlty Coverage Ratto {LCR) stood
: comfortab!e at 507. 02% as on September 30 2019 ln addmon the'hank had axcess SLR ihvestments of

Rs.166.crore: ab on. Septemner 30 2019 which remamed favourable from the liquidity perspective..

- Analytical hpb::ﬁzfch: Standalone

Applicable Crltena
" Critédiaian assign nf Out!cmk amﬁ Credit. __gtth ia C!edtt Ratings
- CARE’s Policy on Default Reconition”
- Finangial ratios — Einancial sector
) :Ban__g = CARE'S Rating Methodcmgv for Banks
- Bahk- Ratin inge framework for Baseld! UM mstrumems (T:er 18 Tnegm)
: Cnteria fm Short.term lnstruiments

- poliey el Wlthérawai af: rating_

o About the Company
“ESAF. Sma!i Fmance -Bank: L|mﬂ:ed (ESAF: SFB) isi a Kerala based Small Fxnance Bank (SFB) whzch has

commenced lts hankmg operat:ons on March 10 2017 The hank was promoted by Mr K. Paul Thcmas
, which is a parf of. Kerala hased ESAF group’ operatlng in Mlcrofmance space from 1995 and set up ESAF
. Mlcroﬁnance & mvestments Pvt. Limited (EMF!L) in 2007 EMFIL subsequently _got $FB hcense and started

~its banking operatxons from March 2017 onwards. ESAF SFB s currently focused m retail bankmg businass
\wth.presence m.micro.-.fnance, ‘housm,g_' finance, jbusmess Joans, loan’ :aga_mst pmperty {LAP), gold foans
andl’prOvidinég'fina'ncing-so(ut'iohsl"-for-marginél busibmers who lack ac;:é.és' 10 't.'he formal banking and
financing channels while provxdmg a comprehenswe bankmg and’ dlgltai platform for. all.

-The bank' recewed Scheduled status from RBI. on December 27 2018. As ol December 31, 2019, ESAF

Finanieial Holdmgs anate Lifited held :85. 63% of the shareholdlng in ESAF SFB. while Mr. Paul Thomas .

holdmg 7. 29%, ESAF Swasraya Mutr state Agm Co- operative Society Lid- 499%, PNB Methfe India

lnsurance 4. 99%, Muthoot Finance: Ltd 4. 38%, Ba;aj Amanz Life lnsurance Company 4. 08/0, Pl Ventures.

2 04%, !CICI Lombard General Insurance Companv held 1.46% and mdiwdual tnvestors hold the remaining..

deppsﬂs of R_s;6,063 crore and,AU_M of 85.5,559 cror_g_,
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commema! transactuons thh the’ entity. in case of partnershlp/propnetary concerns, the rating /ouliook
,assngned byCA i mter—aha, based on. the capital deployed bythepartners/propnetorand the financial:
| strepgth.of the firm at. present. The ratlag/cut!ook may: undergo.change in case of thhdrawal of capital or
I-the unsecured loans brought.in-by the panners/propnetor in addition to the financial performance and.
i other relevant factors. CARE is not responsible for any errors and states that it has no financial llabxhty
hs whatsoever to the users of CARE's rating, S
" CARE'S ratings’. do: no{”factor 4 any’ rating - related trigger clauses as’ per -the:terms of ‘the
facilityfinstrument, wh:ch ray ;nvelve acceleration of. payments in case of rating’ downgrades. However, if
- any such ciauses are mtroduced and if tnggered the ratmgs may: see volatlhty and sharp downgrades.
Annéxure-1; Details of Instrumients/Facilities . - -
© Name of the - SISIN ' Dateof  |:Coupo:| . Maturity | Sizeof:| Rating
Instrument . 4 lssuance: " n | Date thelssue | assigned
- : ' it ‘Rate . i [Rs. . along with
4 crore} . Rating
v : . . N . Qutlook
| TierltBands | INEBISWOB01S | 55 pec 2017 | 10.50% | 30-Dec2024 | 20.00 - e
Tier 1l Bonds: ;,: ;'NE_MBWQSOHH 28-Mar-2018 . | 11.50% | 28-Mar-2025 |20.00 chif:'
Tier If Bonds ', IN5818W08032;:. 01Jun2018 | 1150% | 01-hun-2025 | 40, w ;:if:'
iTertBonds. - bt T e 4500 | CAREA;.
.| {proposed) ™ .| - L o ) 3l - ] stable
-Certiﬁcate of |- I I 1o 5_,_5_90.00 “i| CARE A1+
“| Deposits; - : e B
:’{Proposed)
) Annexure-z Ratmg Htstoryof last three years . ) :
15l Name of the - CurrentRatings. .. -} .. ... . . ' Ratinghistory, o
“INoJ Ahstrument/Bank -Typ‘e" Amotnt Rating | Date(s)& | Datels)& | Date{s)& | Date(s) &
“Facilitiess | .| Outstanding: |  |~Rating(s)- | ‘Rating(s)- | - Ratingls): | Rating(s)’
S | (Rs.crore) -  |assigned in] assigned in{assigned in 2017-| assigned in
L N | [2019-2020|2018-2018 | 2018 2016-2017 |
11. Fund-based - LT-Term” | LT. | T TUT sl e T H)CARE A J1JCARE A 1)CARE A
Loan - | S B ‘Biable;  [Negative Istable
‘ : B 25-5an-19} (Ol-Dec-l’I) (02-Feb-17)
12JCARE A-
{04-Nov-16}
2. funid:based < LT-Cash | AT | - . - =0 2 T H)Withdrawn 1JCARE A-;
icredit,. . 1 D1-Dec-17)  |Stable
: 1 : B E : 02-Feb-17}
2)CARE A-
§04-Nov-16)
“{3.{Commercial Paper- | ST |: R - 1)CARE A1 1JCARE AL |
SN - ) "{01-Dec-17) {15-Feb-17}
4. Bonds-TieeBonds. | LT .17 12500 . CAREA; | - LJCARE A; [1JCARE A-; -
10

:

:
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R

s . Nameofthe .| CurrentRatings,” | ~ .- i ~Ra‘tin‘g history -
_Noy. . Instrument/Bank” | Typé |. Amount’ | Rating | Date(s)& ‘Date(s)& |  Datels)& - | Date(s) &
SO - Facilities *© | - Outstanding. | ‘| Rating{s} | Rating(s) . Rating(s) - | Rating(s) | .
: 1" (Rs.erore} '{ - - |assigned in |assignedin asslgned in 2017-| assigned in
: Sl 12019:2020 2018-2019 2018 . |2016-2017.
Stable © 7 stable:, | INegative’ T
. .(25-}an-19) (01-Dec-17}
| ST-1 500.00.. -ICARE ~ 1)CA_R_EA1+ - -
Lo , ':vrm [12-Mar-19)|’

,Nate on camplexlty levels: of the rated instrument' CARE has class;fied Instruments rated by it on the basis.of
.. .complexity. This classtfi cation Is avallable ot wwiw.careratin gs:com. mvestors/market intermedianes/regulators or
others gre welcome to. wnte o care@careratmgs com for any clanf catlans .
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. e Ratings

onfxﬂ.semna} Rmk Opmmn

o CARE/CRO/RR/ZDlB 20/1152

. -Mr. K Paul Thomas
e Managmg Dxrector & CEO _

. ESAF-Small Fmance Bank lelted
:;ESAF Bhavan; Mannuthy .0,

» 'Thr;ssur, Keraia 680 651

VM'archiEZ_, 2020
bearsi,

Credit rating of debt instruments .

“Please refer to.our letter dated March 2, 2020 on the above subject.

2. The‘r'eatidria}e—fo}_t_hgrati:ng i'svattac'hed.a's én'Ahn_eAx_ure l

3. We request you to peruse the annexed documents and offer your comments,
. if any. We are domg this:as_a matter of courtesy to our clients ‘and with a
© view to ensure that no factuat inaccuracies have madvertently crept in. Kindly.
revert- as early as possible. In any case, if we. do not hear from you. by
_ March 4;. 2020 we wrll proceed on the baSlS that you have no comments to-

'OffEl’ T

lf you have any further clanfzcatlons, you are welcome to approach us.

' Thankmg you,

Yours faithfully,
Raw Shankar R
Manager
Enci:As-above
CARE Ra’dnps an;ted
: .FCOR?G@TE OFHCE 4 Floot,: Gadreg Collseum, Somalya Hospital Rozd, ~ . Unit No. 0-509/C, Spencer Plaza, Sth Floor,
. Otf Eastern Expmss Highway ‘Ston {E), Mumbiai = 400022, . . N Na, 769, Anna Satai, Chennat - 600 002,

el +9122-6754 34560 Fax: +91 -22.6754 3d57 S . ek +91-44- 2849 0811713 £ 76.£2850 1000
3:’.Email ;are@camraﬂ_ngs com. » m.careral_ings com ; .

o o Tel/Fax +91-44.2849 7812
CIRG-LET 190179




Annexure I

Ratmg Rattonale :
ESAF Sma!l Fmance Bank

Ratings® :

P Amaount 1 . '
acifities. {Rs. crore) - - Rat‘mg‘ ) RatmgActnon

N B CARE-A; Stable. .
Tier Il-Bond issue 1125.00 (single A; Outlaok: Reaffirmed

Stab[e)
Certificate of Deposits o “CARE A1+ -
{Proposed) : : 500.00 {A One-Plus) Reaffirmed
___Longterm Bank o , e
| Facilities . j ) Withdrawn

. Details of mstruments/fac:lltfes in Annexure 1

. Detaﬂed Ratmnale & Key Ratmg Srivers

torthe penod Apnl 01 to September 30) The ratmgs continue to facter in expenence of the promoter

& management teanyin the Ieng:r;g_ bu_,smiess; thg_group s significant e}gpenem:g-m-mncmﬂnance loz_xns
and comfortable liquidity position. The rétings 'are‘; however, c»onstraifaed by tegiéhaﬂy‘ concentrated
nature. of busmess, ‘limited dwersnf:canon in loan port:foho which: mainly consnsts of micro finance

loans

The ratmgs asqngned to'the long-term bank facnhtles is withdrawn with immediate effect as the hank.

has fuily repaxd the'amount under the said facnhty and thera is no- amount outstandmg as on date.

: atihg’ Sensitivities.
. Positive Factors

‘. increase e scale ‘of ‘pperations across newer geagraphles and improve product mix of
advances book whxle mamtammg good asset quahtv ona susla:ned baas .

 Negattive Factors

. Weakenmg of asset.quality an sustamed basns
- Weakenmg of capital: adequacy with CAR declining below:17% on a sustamed basis -

Detailed description of the key rating q’ﬁvﬁers

E)‘Eperiencé of brbmotér and 'né'dndgement' te'bfn' ESAF'SFB was pi'ombt'éd by M'r,‘K Paul Thomas, who

is the founder of. ESAI—‘ group and holds 7: 3% stake in ESAF SFB-as-on December 31 2019 He has-over

~32 years. of mdustry experxence, of whtch more than 22 years are in. the mzcroF nance sector. He is

’(,ampfele deflmf.(m of the )’a(mgs asszgmd are Jvmiable at wwi.car eranngs com -and other-CARE
p.zblicatmns .
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bankmg and fmanmal serwces sector The bank has been augmentmg sts semor management team by

‘recruiting. profess:onals from the bankmg and fi nancual sector As on December 31, 2019 the bank’s.

~board co_m_pr!_sed -of eight’ D:re_ctors including fsye:lndeper}dem A,dlrectors:who-have_ fich experience-in

banking and financial services industry.

Comfortable capitalisution levels: The bank’s cap{tahsatton profile is comfortable supported ‘by the
ca;mal snfusron of Rs.464 crore through pnvate placement of equity shares during September 2018
As.gon. March 31 2019 theé CAR and Tier } rauo stocd at 27.59% and 23:30%: respectwely {25.69% and
21.99% as on September 30, 2019) as against 16 92% and 12.40% ason March 31, 2018,

improvement in. -advances, however share of MF! loans continues to be high: ESAF SFB's AUM
improved by 22% durmg FY19 ard stood. st Rs. 5 060 crore as gn March 31,-2019 (PY Rs.4,131 crore}
and during HlFYZO AUM improved by -10% and stood at Rs. 5,559 crore as on September 30, 2019.

Post. transition to SFB, ESAF.SFB. has tntroduced -new praducts like:LAP {Loan against Property),
. business. loaiis,.corporate loans, gold loan, etc Nevertheless, the:microfinance loan Hook stoed at

' 97% of the AUM as:onMarch 31,2019, (96% of the ‘AUM a5 on September 30, 2019) as against 98% of

the AUM-of the'total: AUMas. on March 31, 2018

- Significant -growth’ in. Deposits: with improvemient in granularity: The bank's total borrowing

increased to Rs.6,019 crore as'on March' 31, 2019(Rs.7,401: crore as on September 30, 2019 ).as

against Rs. 5,240 crore as-on March 31, 2018. :The bank’s' borrowing p(bﬁle; miajorly comprised- of

depaosits, loans from other institutions and 's‘ub-déth’ at 72%, 23%_;3116 3% réspectively.as on March

31, 2019(PY:60%, 24% ang 11%). As-on September 30, 2019; the share.{as:a % of tatal borrowings) af.

deposits, loans, from dther jnstitutions and sub-debt stood at 82%; 15% and 3% réspectively. The total

deposits grew by 71% during FY19 and stood at Rs.4,317 ¢rore as o March 31, 2019 (PY: Rs.2,523

.crore). During H1FY20, teposits:grew by 40% and stood at Rs, 6,063 crore as on September 30, 2019.
-'Du.g-tozsighifican,t growth in _d'enosits, th,e.CD: 'r:a'ﬁo of :th,e‘bank'improve‘d to 105 times asion ‘March 31,
- 2015(89%, as on September 30, 2019) asagai:nst 125 times. as on March 32,2018,

The. bank’s term depos:ts are-also granudar i |n nature with 89% of the totaf term deposits below: the

ticket-size: of R§.1.0crore as on March 31, 201° {88 4,as on; SEptember 3¢, 2019) as against 56% as on
SMarch 31, 201_8.;;.The. bank's: CASA (as .%:_t:ot_al Ad.eposx.ts)_ has: a]s,q_lmpr_ov_ed -to 14% in March, 31,
2019(12% in Séptémber 30, 2019) from 10% in Match 31,2018,

Impmwng asset quality indicators but nsks assacmted with margmal credit prajile of. borrowem

contr‘nues. The bank lmprcved l?s co!lecttons and TOcovVery. machanlsms and the coilectnon efﬂcnency:

'stood 3t 80% for FY197(PY: 96%} arid-has xm_p:oyed 1o 97% for HIFY20:though the bank was impacted

by. Kerala floods and coliection efficiency declined to 75% during August 2018. During FY19, the bank

~written off its:loans to-the extent of Rs.89.4.crore and the asset quality indicators of the. bankihas
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..'tmproved wath gross NPA and Net NPA. stuod ax 1 61% and 0 77% respectwely as on Narch 31, 2019

11:76%: and 6 :62% as on September 30 2019} as agamst 3 79% and 2 69%. as.on March 31, 2018. 1t is

,'cra'acai for the bank’ to mamtam 1ts asset- quahw mdxcaturs at current leveis due to. credit: risks

as_soc:ated with marginal credit profile of barrowers (share of mzcrofm_ance loans stood at'96%.of the

AUM as an September 30, 2019} who-are vulnerabie to adverse economic cydies.-

Improving profitability metrics: ESAR SE8's profitability improved during FY18, PAT. stood at Rs.80

crore qhia;;;"o,'ta:l incomesof Rs/1,441 crore in FYI9 as against PAT at Rs.27 crore on a total income of

R5.699 crore in FY18. Daring. FY19, the yield on-advances (as a% of average interést earning assets)

-'i%nprov'ed 1023.75% {PY:23.15%) . and the"cos:t':of borrowings(as a % of:average in'teres't bearing

_ Isabilmes) declmed to 837% i FYIS(PY945 6} thereby mprovement ln NIM at 9.75% .in FY19

(PY 7.32%}. The operatmg expenses (asa % of average total assets) have slightly improved to 7.71% in
FY19 (FY: 7. BO%) credzt costs (as % average tota¥ assets) has mcreased 10.1.99% in FY19 frem 0.92% in

-»F‘{m. ROTA ‘has fmproved to 1.53% in-F¥19 as against 0‘7_{}%_, in FY18! suppocted by improvement in
NIM. During H1FY20 PAT stdod at Rs.91 croré on.a total-income of Rs.729 crore, During H1FY20,
-'p‘_;';)er.ating: e)f:;‘):enses_f(és.a_%.df"évérage total.. éss_e-t;_»}:"r'atio-improyed to 7;2;% aS:against' 7.71% in. FY19
and credit cdsts--(as a% of average total assets) improved to 1.55% in H1FY20 as against.1.99% in EY19
-and. alded m ;mpromng ‘the promabrlsty mdlrators ROTA for H1FY20 stood at 2 36% {na.tax expenses

were mcurred}

Regianal' cbncentration o_f -foan pgortfolio continues" ESAF SFB's AUM continues o remain
-.concentrated in Kerala'at: 53% as on- September 30 2018. The top, two. states conststutes 81% of the
_.overall portfoho as on: March 31 2019 [PY 81%) However, the bank has taken lmtlatsves to reduce

. the. concentratxon of. AUM in Kerala 10! S?% as on Mafch 31, 2019 from 59% as an March 31, 2019,

thmugh estahiishment -of branches and: expansnon -of ‘portiolie” across newer states “The bank has

‘improved ItS presence 'to 12-states as on March 31 2019 as. against 10 states as on March 31, 2018

and further to 17 states across 322 branches ason September 30, 2019

Lig. uidvigy‘ : Adeguate :.- »
As per structural _quijii_:iityi statement of the bank as on.December 31, 2019, the bank does not have

negative. cufnulative mismatches up to. 1 year time bucket. Also, the;__l._ii_;uidity.Co?erage Ratio- (LCR)
_-stobd- comfortéb'le"at 507. 02"%'-as “on .Septeﬁ'aﬁ’erl 30, 2018. In-addition; the’ bank had excess SLR

lnvestments «of Rs.166. crore:as-on September 30 .2019 which remalned favorable from the. hquadlty

perspective.

Analytical approach:Standalone

- -Applicable Criteria...
Criteriaon ass:enmgf Gutlook angd Cverixt wetch to Cradit Ratmgs

iARE’g ggi w_y“on Befault &ecogm&:on

Fmanc:ai mtms Fmancaa! sector




Finanéial Performance: -

: : . __for San ks _ :
;Bank Rating framewcrk for Base! il mstrumems {Ter i & T;er i)

Criteria for: Short ferm mstmments

Pohcy on W:thdrawa! of ratings

_About the Company
- ESAF. Small Finance Bank- Limited (ESAF SFB) | s a Kerata based Small Fmance Bank.{SFB) which has

- tommenced its bankmg operations on.. March 10 2017, The bank was promoted by Mr. K. Paul

Thomas -whxch»xsa.part of Kerala based. ESAF uroup operatmg e Mzcrofmance space from 1995 and

»set up ESAT. Mlcroﬁnance & mvestments Put, Lzm(ted (EMFIL)- in. 2007 EMFIL subsequentiy got SFB

hcense and ‘started its bankmg operatlons from March 2017 onwards ESAF.SFB s curremly focused in

-retall baang ‘business with presence i micro- fmance, hotising fi nance, busmess loans, loan against

prgpegty (LAP_}-,»goid loans and providing fl_qancmg solutions for marg;nal cqstomers who lack access

to the formal banking-and financing channels _wh:i?e providing a ccm;}kehensive-bankihg and digital

platform- for all.-

) The bank received Scheduled status from RBl on. December 27 2018 As.on December 31, 2019, ESAF
) Fmancaal Holdmgs Prwate Limited held 65.63%: of the sharehcidmg in ESAF SFB whxie Mr. Paul Thomas

ho!dmg 7 29%, ESAF: Swasraya Mti state. Agro Co— operatwe Socnety Ltd 4 99%. PNB Metiife India

:.lnsurance 4:99%, Muthoot Finance Ltd 4. 38/6 Baja; Allianz - Life &nsurance Company: 4.08%, Pl
‘Ventures 2.04%,;__1CICI Lombard General Insurgnce.;_ompanv held 1.4_6;% and individual ihvestors hold
the femaiing.-As on-Septeriber 30, 2019, the bank has 332 branches across 153 districts 1h'17 states
-6f ln __xié.;»viéhiéepésitg of 356,063 crore :a'hd_'—AUM'ibf Rs.5,559 crore..

~

{Rs. crore)

ES ‘ESAFSFB®  ESAFSFB.  ESAFSFB

(12m, Al {12mA) __ (12m A)

.F‘oj;'_»';the‘pér}'qd ended /65 at March.31, : .2017* 2018 2019

Key Ratios (%) -

Workmg Results

Interest Income ' L 445 . 597 1,032
Non Interest income - R 39 102 109-
Total income . 484 - 699 1,141
 Interest Expenses i <195 315 458
Operatmg Ekﬁenses {incl. Depreaat:on)‘- Co A74 304 453
“ Provisions (excltax) 25 36 102
CPAT 55 27 90
'F?h"ancia‘l' Position 4
Deposits. | . 409 2,523 4,317
: 'Tanglble Networth: _ 305 333 1883
On book Advances. ~1,483 3,155 4,548
Total Advantes (inchuding 6ff-book) 12,327 4,131 5,060
IRvéstents ‘ ..579 732 1,531
Total Assets: : 3,183 4,714 7,052

R R

s



Profitability. .
Interest !ncome/Avg Interest Earning, Assets 18.41 18.58 18.53
Anterest Expenses / Avg Interest Bearmg LlabtlmesA : 9.54 9.45 -8.97
- Interest Spread 8:87 9.13 10.56
- NetInterest Margin (NIM), 1042 7.32 9.75
_ Operational Expenses / Avg Total Assets. 7.08. 7.90. 771
Rémgn an iotal- assets ” 2.22 0.70 1.53
Return on. networth 16:89 8.45 14,78
Solvency.
. '”“i}ér‘éti‘-é‘ééﬁ@ (times) 7.76. 12.67, 6.81
~Capital’ Adequacy Rano 16.27 16.87 -27.59.
«fT:er i Capltal Adequacy Ratio™ 13.39 ©-12.36 23:30
‘Credit/Deposit ratio-: 362.23 125.05 105.36
Asset Quality
. Gross NPA to Gross Advances (%) 0553, 3.79 11,61
Net NPA to Net Advances (%). 0.24° 2.69 0.77
Net'NPA to Tangtble Networth. (%) . .089- 2543 3.96
Al Aud:ted ' The jmancmls of. SFB and MFiis consol;dafed' . (
Status of non-cooperation with previous CRA: No_t Applicatile

_Nb'tebn,compliexity I_e’vels'aof the rated instrument: CA;’_{{:‘ has class:‘f_i'ed, instruments. rated by it on the basis of
* complexity: This classifiotion s ovailable at www.careratings.com. Investors/market intermediaries/regulators or

_ Analyst-Contacti
Mre Sudhakar
: Contact ha. - D&4~28501000
~Emazi B sudhakar@carerat ings.com”

- Ratmgs is proud of its nghtfu[ slacein the Endzan capital market built around’ mvestor confidence: CARE Ratings

Any other information: Not Applicable

Rating H:story for last three years: Please refer Annexure 2

others:are welcome to write to core@careratings.com for any clarifications.

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as cne of the
leading credit rating agencies In.India. CARE is regnstergd with the Securities and Exchange Board of ndia {SEBI)
and also: recognized as an External Credit Assessment Istitution {ECAl) by the Reserve Bank of India {RB!). CARE

provides the entire spectrum:of credit rating that. nelps the Ltorporates, 1o raise. capnal for their various .
rpqmrements ‘and assists the investors to form an infotred investment decision- based on the. cradit risk and J
thexr own risk-return: expectat:ons oir ratirig and. grading.service cffermgs leverage Our domain and analytical

expemse backed by the methodologzes congruent w;th the mtemanonat best: practices

: CARE‘s ratings are opinions on the Iskehhood -of timely payment of the obligations

: dishurse or recall the concemed hank fac:ht:es or to buy, sell or hold any security.
| CARE’s’ ratmgs do.not: convey suitability or price-for the investor. CARE's ratings do

. mformatlon obtained from sources beheved by it to be accurate and refiable. CARE

Dtsdalmer

under the rated instrument and are not recommendatnons to sanction, renew,

‘not.constitute an-audit on the rated entity. CARE has based its ratmgs/nutlooks on

“does not ‘however,” .guarantee ‘the accuracy, adequacy or. completeness of any
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mformatlon and ‘is"not. responsmle for any errors o }omnssnons or. for the resuits
obtamed from the use.. of.- such’ mformat:on - ‘Most - entities whose. bank

. fac:htles/mstruments are-rated by CARE: have pald a credit rating; fee based on the
amount.and type of bank facliltles/tnstruments CARE or its subs&dlarles/assoctates :

may. also " have ' other commercial transactions with ‘the entity. In- -case ‘of
partnershxp/propnetary concerns, the rating /outlook assigned by CARE is, inter-alia,
based on the capital deployed by the partners/propnetor and the financial strength

-+ of the frrm at present. The ratlng/outlook may undergo change in case of withdrawal
.|.of capltal orthe unsecired loans brought in by.the, partners/propnetor in-addition to
_ the ﬁnanc:ai perfcrmance and other reievant factors. CARE is not.responsible for any

-errors and states that it has no fi nancral isabihty whatsoever to the users of CARE's
‘ratmg i

CARE‘s ratmgs do not factor in any: ratmg related trigger. clauses as per the terms of
'the facahty/mstrument Wh!Ch may involve acceleration of payments in case of rating

downgrades However, if ‘any ‘such ciauses are mtroduced and n‘ trlggered the

: Lratmgs may see vo!atlhty and: sharp downgrades

gt rnTe
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Annexure~1 Detalls of Instruments]Fac:htles ‘f}" : e :
| Nameof - 3SIN . Dateof. . Coupon | . Maturity..|.Size of the | ' Rating:
1 the - dssuance:. | .Rate | | Issue’ | asslgned:
L -|n_sg;u:mfsﬁi’sj;' :f o | {Rs; crore) -] along with
o ‘I Rating .
R : R AR . e i Qutlook -
Tierlt | INEBISWOBDIE | 30-Dec- ) .. o . 30:Dece | | CARE A;
Bonds. © | R R I R e
Tieril -] INEB18WO0B024 | 28-Mar- 28-Mar-. aoooo 1 CAREA;
Bonds  f " |go1g o | MS0% Hope | 2000 Stable
’. L ;';::s o NEBIBWOB032 | 1) Jin-2018 1ns0% 2(1)“;;”‘ w000 g:ﬁ:;
| . ' : Tierdl - i - - | 45100 | CARE A
' " iBonds. i I L 1 Stable
' - | {Proposed) ;| _ .t S 1 R i
5 L Lo iCertifleate of- 7 Ll o o hos o e 150000 .| CAREALY
R _ | of-Deposits |} 1l ' -
| o '(Proposed),'

S . ‘_Aanexure-z Ratmg H:staryof last three years -
! A {Se.i ' Name of the - .= __-Current Ratings - 1 . Rating history. _
| {Noy' instrumentlBank Type| -Amount -.| Rating | Date(s}& | Date(s)& | = Date(s) & Date(s} &
. » ’ " Facilities : Outstanding | - Rating(s) .- Rating(s}) | . Rating(s) Rating(s}
: {Rs. crore} . | . ‘{assigned in | assigned in jassigned in 2017-| assigned in |,
1 ' - e B 2019-2020 | 2018-2018 | - 2018 .| 2016-2017
: _lq,f.TFund based LT-Term | LT . r.oafe: = b= R)GAREA; [)CAREAs,  [LCAREAS
. S N o o col 3 Stable: - [Negative Stable
| ;! ' o N A {25-}an-19) [01-Dec-17) (02-Feb-17)
{04-Nav-16}
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; ' | 2. [fund-based - LT-Cash | - LF . R N - 1. 1)withdrawn 1JCARE A~
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- : 4 ' . 102-Feb-17)
21CARE A-
{04-Nov-16)

3 commerdialpaper | ST | . < | - | = | - '-_el)cAasm ~ [LICAREAL
o 5 ' L © [01-Dec-17). {15-Feb-17} §

. - : 2, |Bonds. Tier I Bonds [T | 12500 . [CAREA;| - [LICAREA; [LJCARE A- :
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S
|
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