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IPO NOTE
Price Band: X 57 to X 60
Employee Discount: X 5/Share
Issue Opens on: November 3, 2023
Issue Closes on: November 7, 2023

Lot Size: 250 Shares & in Multiples
thereafter

Issue Highlights

Issue Size : % 463 Cr.
Face Value : % 10

Offer Structure ‘
Issuance % inCr.
Fresh Issue 390.70
Offer for Sale 72.30
Total 463.00

Issue Breakup
Reservation for ] XinCr.
Issue | (at upper band)

QiB 50 225.25
HNI 15 67.58
Retail 35 157.68
Employee - 12.5
Total 100 463.00

BSE & NSE

Lead Managers

- ICICI Securities Limited

- DAM Capital Advisors Limited
- Nuvama Wealth Management
Limited

Registrar

Link Intime India Private Limited

ANALYST

Krishna Rana
krishna.rana@sushilfinance.com
+91 22 4093 6081

SALES
Manan Divan
manan.divan@sushilfinance.com
+91 22 4093 6091 / +919819819979

L ESAF

ESAF SMALL FINANCE BANK

Joy of Banking
IPO Note

COMPANY OVERVIEW
ESAF is a small finance bank with a focus on unbanked and under-banked customer segments,

especially in rural and semiurban centres. Their primary products are advances (asset products) and
deposits (liability products). Advances comprises of: (a) Micro Loans, which comprises Microfinance
Loans and Other Micro Loans; (b) retail loans, which includes gold loans, mortgages, personal loans,
and vehicle loans; (c) MSME loans; (d) loans to financial institutions; and (e) agricultural loans. Liability
products comprise current accounts, savings accounts, term deposits and recurring deposits.

Their services include safety deposit lockers, foreign currency exchange, giving customers access to the
Bharat Bill Payment System, money transfer services and Aadhaar Seva Kendra services. They also
distribute third-party life and general insurance policies and Government pension products.

It has a network of 700 banking outlets, 767 customer service centres 22 business correspondents,
2,116 banking agents, 525 22 business correspondents, 2,116 banking agents, 525 business facilitators
and 559 ATMs spread across 21 states and two union territories, serving 7.15 million customers as at
June 30, 2023.

Its business is concentrated in South India, particularly in the states of Kerala and Tamil Nadu. The
“ESAF” brand has been built over more than 27 years, beginning in 1995 when ESAF Foundation
started its micro loan activities.

HIGHLIGHTS

1. Main focus on rural and semi-urban banking franchise

2. Growing Retail Deposits portfolio

3. Customer connections for Micro Loan customers

4. Technology-driven model with a digital technology platform

OBJECTS OF THE ISSUE
Fresh issue of Equity shares aggregating up-to X 390.70 Cr.

1. Augmenting its Tier - 1 capital base to meet its future capital requirements.
2. General corporate purpose.

Offer for sale of equity shares aggregating up-to X 72.30 Cr.

OUR VIEW

ESAF Foundation in 1995 started its micro loan activities. It currently boasts of 700 Banking Outlets 559
ATMs across 21 States and 2 UTs. The Primary products are advances (asset products) and deposits
(liability products). They follow a social business strategy seeking a triple bottom line impact: People;
Planet; and Prosperity. The main focus being rural and semi-urban banking franchise, expanding
horizons with increase in MSME Loans, agricultural loan business and retail loan business.

ESAF will continue to leverage technology and customer data analytics. However, a lot of its business is
concentrated in South India. The company saw high attrition rate of employees in the recent years
24.07%, 20.07%, 13.03% for Fiscals 2023, 2022 and 2021, respectively.

Their deposits have grown from X 89,994.26 million to X 146,656.25 million from FY21-23 registering a
CAGR of 27.66%, and increased to X 156,558.54 million as at June 30. 2023. The CASA ratio dropped
from 22.84% in FY22 to 21.39% in FY23 & registered 18.22% as at Q1FY24. Also, cost of Funds has
reduced from 7.56% in FY21 to 6.19% in FY23 and registered 1.71% as at Q1FY24. Also, ESAF SFB was
3rd in deposits to net advances (loan book) at 109.3% and 5th in deposits to overall borrowings at
85.1% among the compared SFBs as at Q1FY24. The gross NPA and net NPA stood at 2.49% and 1.13%
respectively, which improved significantly from previous year.

Its topline and bottomline both registered growth of CAGR of 32% and 69% respectively from FY21-23.
The issue is priced at a P/BV of 1.47 based on its NAV of X 40.92 as of June 30, 2023. Based on peer
comparison, highest P/B ratio is 4.25 (Credit Access Grameen Limited), the lowest P/B ratio is 1.10
(Suryoday Small Finance Bank Limited) and the average P/B ratio is 2.33. The company is asking for a
PE Multiple of 8.94x on the upper end of the price band over the diluted EPS of FY23 (X 6.71) and
multiple of 5.19x over annualized diluted EPS for quarter ended Q1FY23 (X 2.89).

Keeping all the factors in mind we recommend the investors to Apply for the IPO with medium to Long
term visibility.

Sushil Finance Consultants Ltd.

Regd. Office: 12, Homiji Street, Fort, Mumbai 400 001.

Phone: +91 22 40936000, Fax: +91 22 22665758

Email : ipo@sushilfinance.com
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Joy of Banking

As at g in Million
PARTICULARS June 30, 2023 Y 21
Total Income 9,917.75 31,415.72 21,475.08 17,684.21
Total Expenditure 8,618.11 28,392.39 20,927.76 16,630.25
Profit after Tax 1,299.64 3,023.33 547.32 1,053.96
Net Interest Margin (%) 2.85* 8.45 7.64 9.68
Net NPA (%) 0.81 3.88 3.92 1.13
E.P.S. (Diluted) 2.89* 6.71 1.22 2.46
P/E (x) (Diluted) - 8.94 - -
RONW (%) 7.07* 17.69 3.89 7.80

PRICE CHART (@ X 60) (Retail Category)

LOT SIZE Amount

250 15,000

500 30,000

750 45,000
1,000 60,000
1,250 75,000
1,500 90,000
1,750 105,000
2,000 120,000
2,250 135,000
2,500 150,000
2,750 165,000
3,000 180,000
3,250 195,000

HNI Payment Chart

Category No. of Shares Minimum Bid Lot Amount(Rs.)
Between X 2 to X 10 Lakhs (Minimum Shares) 3,500 210,000

Between X 2 to X 10 Lakhs (Maximum Shares) 16,500 990,000

Above X 10 Lakhs 16,750 1,005,000

Indicative Time Table

Tentative Events

‘ Indicative Dates

Finalisation of Basis of Allotment with the Designated Stock Exchange 10/11/2023
Initiation of refunds/unblocking ASBA Fund 13/11/2023
Credit of Equity Shares to demat accounts of Allottees 15/11/2023
Commencement of trading of the Equity Shares on the Stock Exchanges 16/11/2023

For more details, Please refer RHP,

(SEBI | ESAF Small Finance Bank Limited - corrigendum to RHP)
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Disclaimer & Disclosures

SEBI Registration No. INH000000867

This report has been furnished to you for your general information only and should not be reproduced, re-circulated, published in any media, website or otherwise, in any form
or manner, in part or as a whole, without the express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant solely for use by the original
recipient to whom it is sent and is not for circulation. Any unauthorized use, disclosure or public dissemination or copying of information (either whole or partial) contained
herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice/offer for the purpose of purchase
or sale of any securities mentioned herein. Past performance is not a guide for future performance, future returns are not guaranteed. Opinions expressed herein are subject to
change without notice. Investor should rely on information/data arising out of their own investigations. The Sushil Equity Universe is marked as # and the fundamental reports
are marked as ##.

Investors are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments.
The price and value of the investments referred to in this material and the income from them may go down as well as up, and investor may realize losses on any investments.
This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by us to be reliable. A graph of daily closing
prices of securities is available at www.nseindia.com, www.bseindia.com Research Analyst views on Subject Company may vary based on Fundamental and Technical Research.
Sushil Financial Services Private Limited or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness,
adequacy and reliability of such information / opinions / views. None of the directors, employees, affiliates or representatives of company shall be liable for any direct, indirect,
special, incidental, consequential, punitive or exemplary damages/loss etc whatsoever from the information/opinions/views contained in this Report and investors are
requested to use the information contained at their risk

Sushil Financial Services Private Limited (SFSPL) and its connected companies, and their respective Directors, Officers and employees or their relative, may have a long or short
position in the subject companies mentioned in the report and it may not be construed as potential conflict of interest with respect to any recommendation and related
information and opinions. Reports based on technical and derivative analysis centre on studying charts company’s price movement, outstanding positions and trading volume, as
opposed to focusing on a company’s fundamentals and, as such, may not match with a report on a company’s fundamental analysis. SFPSL has different business
segments/Divisions with independent research and maintains arm’s length distance catering to different set of customers having various objectives, risk profiles, investment
horizon, etc. and therefore may at times have different contrary views on stocks sector and markets. Research Report may differ between SFSPL’s RAs on account of differences
in research methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold - SFSPL, its
employees and associates responsible for any losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates or employees
are under no obligation to update the information. SFSPL or its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any
person from any inadvertent error in the information contained in this report.

SFSPL or its affiliates and/or its employees/its associates or his relative does not have financial interest in the subject companies. SFSPL or its affiliates and/ or its employees/its
associates or his relative may or may not have beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately preceding
the date of publication of the research report. SFSPL/its Associates/ Research Analyst have not received any compensation from the subject company in the past twelve months.
Further the subject company is/was not a client during twelve months preceding the date of distribution of the research report and the types of services provided. SFSPL or its
research analyst has not served as an officer, director or employee of the subject company. SFSPL or its affiliates and/or its research analysts have not been engaged in market
making activity for the subject company. SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject companies or
third party in connection with the research report. SFSPL/its Associates/ Research Analyst/ his Relatives not have any other material conflict of interest at the time of publication
of the research report.

SFSPL/its Associates/ Research Analyst have not managed or co-managed public offering of securities, have not received compensation for investment banking or merchant
banking or brokerage services, have not received any compensation for product or services other than investment banking or merchant banking or brokerage services from the
subject companies in the last twelve months. There is no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities.

Research Disclaimer: Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to
investors. Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

https://www.sushilfinance.com/Disclamier/research
https://bit.ly/3VbgbvL
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