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Incorporated on November 26, 1920, CSB Bank Limited (“CSB”) is one of
the oldest private sector banks in India with a history of over 98 years,
transforming to a new age private bank backed by a new marquee
investor — Fairfax India through FIH Mauritius Investments Ltd. (FIHM). It
offers a wide range of products and services to their overall customer
base of 1.3 million as on September 30, 2019, with particular focus on
SME, Retail, and NRI customers. CSB has a strong base in Kerala along
with significant presence in Tamil Nadu, Karnataka, and Maharashtra.
In 2018, RBI accorded its approval to Fairfax India through FIHM to
acquire 51% stake resulting in capital infusion of ~Rs. 1,207.68 crore.

With the new Promoter’s backing, CSB is transforming into New Age
Bank and has already taken steps towards Capital Augmentation,
Revamping Employee Base, Re-aligning Organisational Set-up,
Digitization & Technology, Expanding Products & Services, Enhancing
customer Experience and Marketing & Branch Building.

To improve operating efficiency and Cost/Income ratio, the Company
has reduced retirement age of officers to 58 vyears. All new
recruitments in the past 3 years are in CTC scale — Now 40% under CTC
from none in FY17. CSB Bank has reduced the age of IBA staff from 55
years to 50 years for performance review to improve the productivity
and accountability

CSB Bank has reduced Term deposit rates to below that of peers —
despite this bank could maintain high renewal rates. It has focused on
CASA business resulting in improvement of CASA ratio to 28% from
25% in FY17. Cost of deposits reduced by 100 bps to 5.9% at present
from 6.9% in FY17. NIM improved to 3.4%1 from 2.1% in FY17.

Investment recommendation and rationale

At upper end of the price band of Rs. 195, the issue is valued at a
P/BV of 2.2x which we believe is at a premium as compared to
other listed small private Banks with better ROE profile owing to the
following factors: a) trusted brand in South India - one of the oldest
private sector bank with a vast network of 412 branches across 16
States and 4 Union Territories, b) retail offering (46.2 percent of
overall loan book) driven by strong gold loan porifolio (33 percent
of total loan book), c) one of the highest CRAR in the industry of
22.8% post the capital infusion by Fairfax India, d) strong
parentage, e) Fairfax’ s backing to vitalize CSB’ s Growth
Engine, f) steady growth in advances, g) expanding CASA in
overall deposits, h) operating performance driven largely by focus
on low risk loan products along with operational efficiencies, i)
gradually improving cost structure leading to turnaround in core
operating profit, j) substantial cleansing of Balance Sheet in Fiscal
2019, k) focussing more on improving quality of SME porifolio
instead of growth during the tough macro environment in recent
years, |) controlled credit cost with declining NPAs and increasing
provisioning coverage, m) no legacy issues and no major
exposure to NCLT accounts, n) wants to create niche for itself and
not compete with PSU banks, o) gradually turning around and
fransforming into a new age Bank. We recommend investors with
medium risk appetite to “SUBSCRIBE the issue for listing gains”.

IPO note date

November 20, 2019

Issue date
Listing date
Issue type

Issue size
Issue structure

Price Band
Face value

Post Issue equity
shares

Post issue Market Cap

Pre/Post issue
Promoter holding
Bid lot

Book Running Lead
Managers
Registrar to the issue

November 22 - 26, 2019
December 04, 2019
Fresh Issue: Rs. 24 crores

Offer for sale up to 19,778,298
Equity Shares

Rs. 409.6 crores
QIB - 75%

NIB - 15%

Retail - 10%

Rs. 193 — Rs. 195

Rs. 10
17.345 crores equity shares

Rs. 3,382 crores
501 %/ %

75 Equity shares and in multiples

thereof
Axis Capital, IIFL Securities

Link Intime India Pvt. Ltd.

Y/e 31 Mar :Rs. crs H1FY20 FY19 FY18 FY17
NII 280 440 385 314
Operating profit 104 13 74 152
PAT 44 (66) (127) (58)
Gross Advances 11,298 10,906 9,685 8.272
Deposits 15,510 15,124 14,691 14,912
CASA (%) 28.2 27.8 27.0 24.8
Cost/Income (%)

Absolute GNPA 326 531 764 600
GNPA (%) 29 4.9 7.9 7.3
Absolute NNPA 222 241 264 330
NNPA (%) 2.0 2.3 2.9 4.1
Fresh slippages 198 281 367
PCR (%) 79.5 78.2 75.8 65.5
Credit cost (%) 0.4 0.7 1.7 1.6
Share Capital 172.3 86 81 81
Networth 1,536 974 354 546
Tier | Capital (%) 22.1 16.0 7.9 10.3
Tier Il Capital (%) 0.7 0.7 0.5 0.6
CRAR (%) 22.8 16.7 8.3 10.9
Book value (Rs.) 89 74 44 67
P/BV (x) 2.2 2.6 4.4 2.9
RoE (%) 2.88 (6.74) (35.9) (10.6)

Source: RHP, P/E and P/BV calculated at upper end of price band

- Rs. 195 per share

Research report written by - Akash Jain, MBA (Financial Markets), Vice — President Research




oG

AJCON GLOBAL

YOUR FRIENDLY FINANCIAL ADVISOR

Top 10 shareholders as on RHP filing date

Name of the Shareholder

No. of Equity Shares

FIH Mauritius Investments Ltd

86,262,976 Equity Shares

LIIPL CSB OFS Escrow Demat
Account

19,778,298 Equity Shares

CSB ESOS Trust

5,000,000 Equity Shares

Yusuffali Musaliam Veettil Abdul
Kader

3,581,722 Equity Shares

Volrado Venture Partners Fund Il

3,273,286 Equity Shares

Vallabh Bhanshali

2,185,392 Equity Shares

Satpal Khattar

1,773,906 Equity Shares

Lal Arakulath Sankappa

1,756,908 Equity Shares

Zafar Ahmadullah

1,750,000 Equity Shares

Thomas John Muthoot

1,665,633 Equity Shares

Objects of the issue

Fresh issue: Rs. 24 crores (Augment the tier - | capital base
to meet the bank’s future capital requirements and to ensure
compliance with Basel lll and other RBI guidelines

Offer for Sale*

Up to 19,778,298 Equity
Shares

* Offer for sale by the Selling Shareholder:

Shares up to:

HDFC Life Insurance Company Ltd

4,044,000 Equity Shares

ICICI Prudential Life Insurance Company Ltd

3,044,000 Equity Shares

The Federal Bank Ltd

2,785,661 Equity Shares

Bridge India Fund

2,500,000 Equity Shares

Satellite Multicomm Private Ltd

1,939,097 Equity Shares

Way2Wealth Securities Private Ltd

1,555,214 Equity Shares

ICICI Lombard General Insurance Co Ltd

1,000,000 Equity Shares

Vinod Mohan Nair

1,000,000 Equity Shares

Edelweiss Tokio Life Insurance Co Ltd

846,100 Equity Shares

P-Cube Enterprises Private Ltd

324,000 Equity Shares

Other Selling shareholders

740,226 Equity Shares

Source: RHP

Promoters and Management background

Company and Directors

The Bank was incorporated as ‘The Catholic Syrian Bank Limited’ on November 26, 1920. The current Promoter of the Bank is FIH
Mauritius Investments Ltd (“FIHM”). (FIHM is a wholly owned subsidiary of Fairfax India Holdings Corporation). Currently, FIHM holds
86,262,976 Equity Shares, representing 50.09% of the issued, subscribed and paid-up equity share capital of the Bank.
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Pursuant to a preferential allotment of Equity Shares and warrants to FIHM, CSB received Rs. 720.75 crore in Fiscal 2019 and the balance
amount of Rs. 486.93 crore in 2nd quarter of Fiscal 2020, which made CSB well capitalized and improved their capital adequacy ratio
(including capital conservation buffer), as per Basel Ill Norms, from 10.93% as of March 31, 2017 to 16.70% as of March 31, 2019. Their Tier
| capital ratio has been further augmented post capital infusion in 2nd quarter of Fiscal 2020. Further, as per the Basel Ill Norms, the CRAR
as assessed by CSB as on September 30, 2019 was 22.77% (including capital conservation buffer). This acquisition by FIHM in CSB is first
of a kind in the banking space in the country.

Madhavan Karunakaran Menon is the Part — time Chairman and a Non — executive Director of the Bank. He has over 30 years of
experience in the finance and banking sector. He has previously worked with ANZ Grindlays Bank Limited, Citibank N.A., Emirates Bank
International, Birla Capital International AMC Limited in the past. He is currently the chairman and managing director of Thomas Cook
(India) Limited and has been on the Bank Board since September 3, 2018.

Rajendran Chinna Veerappan is the Managing Director and Chief Executive Officer of the Bank. He previously served as the chief executive
of the Association of Mutual Funds in India and is currently responsible for overall management and expansion of the Bank. He has over 40
years of experience in banking and finance sector and was previously associated with Corporation Bank, Andhra Bank and Bank of
Maharashtra. He has been on the Bank Board since November 24, 2016.

Sumit Maheshwari is the Non — executive Director of the Bank. He has completed the post graduate programme in management from the
Indian School of Business. He has over 10 years of experience in finance sector. Previously, he has worked with KPMG and is currently the
managing director and chief executive officer of Fairbridge Capital Private Limited. He has been on the Board since September 3, 2018.

Thomas Mathew, Bhama Krishnamurthy, Aravamuthan Madhavan and Syed Nagoor Ali Jinnah are the Independent Director of the Bank.
Veluthattil Maheswari is the Chief Financial Officer of the Bank. She has about 25 years of experience in the banking sector. She has been
associated with the Bank since 1994 and is inter alia, responsible for finalization and reporting of accounts, balance sheet management and
profit planning, cost management, tax planning, capital adequacy planning and management and coordinating the capital raising activities

of the Bank.

Sijo Varghese is the Company Secretary and Compliance Officer and Vincy Louis Pallissery is the Chief Compliance Officer of the Bank.
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Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and within five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the research
report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources believed to
be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and
information herein is solely for informational purpose and shall not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. Ajcon Global Services Ltd. will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated
before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-
looking statements are not predictions and may be subject to change without notice. Ajcon Global Services Ltd. or its
associates might have managed or co-managed public offering of securities for the subject company or might have been
mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other benefits
from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain — MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company mentioned in the report in the preceding twelve months. Compensation of our Research
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not own

1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the
publication of the research report.

Research report written by - Akash Jain, MBA (Financial Markets), Vice — President Research



oG

AJCON GLOBAL

YOUR FRIENDLY FINANCIAL ADVISOR

It is confirmed that Akash Jain - MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report. Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in
market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify that
all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. I also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at research@ajcon.net, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.
Website: www.ajcononline.com

Registered and Corporate office

408 - (4th Floor), Express Zone, “A” Wing, Cello — Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway,
Goregaon (East), Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062
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