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Banking

SENSEX: 72,186
NIFTY: 21,929

A fastest growing SFB with a diversified portfolio....

Jana Small Finance Bank Ltd. (JSFBL), headquartered in Bangalore, India, initiated its
operations in March 2018. Formerly recognized as Janalakshmi Financial Services, it
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stood as India’s largest microfinance institution, established in 2006. JSFBL primarily 0%l No:of shares offered (Cr) LEt
offers deposit products (including demand, savings, and term deposits) and lending PostIssue No. of shares (Cr) 105
services, comprising both secured and unsecured loans. Its network spans 771 PriceBand X393-3414
banking outlets, with 278 located in unbanked rural areas, across 22 states and two Face Value 310
UTs. Serving ~12mn customers since its inception in 2008, JSFBL boasts 4.87mn active Bjq Lot 36 Shares
customers as of September 30, 2023. Key shareholders of the bank include TPG, Minimum application for retail (upper 14904
HarbourVest Group, Amansa Capital, Morgan Stanley, and Hero Ventures. price band for 1 lot) ’
e  SFB’s (Small Finance Banks) deposits have grown at a CAGR of 35.6% over FY21-23, Maximum application for retail (upper %1,93,752
The total deposits of SFBs in FY23 stood at Rs. 1,612.1 bn compared to Rs. 1,203.8 bn in e Lozl [ L0
FY22, clocking a YoY growth of 33.9%. Listing BSE,NSE

SFB industry's advances and deposits are expected to grow at a CAGR of 33.4% - 44.0%
from FY23-FY25, driven by strong rural expansion, new products, cross-selling, low-
cost funding, and organized credit channel expansion. (source: FSIAPL Analysis)

JSFBL’s gross advances grew at a CAGR of ~23% over FY21-23, while deposits grew at a
CAGR of 15.2% over the same period, led by improved customer retention, cross-
selling opportunities, and a lower cost of funds.

JSFBL is the 4th largest SFB in terms of AUM (advances) as of H1FY24, with an AUM of

Lead Managers

Registrar

ICICI Securities Ltd, Axis
Capital, SBI Capital Markets

KFin Technologies Ltd.

Rs. 213.5bn, and its market share of AUM in the SFB segment as of H1FY24 is at 10.7%. f);essh Issue ‘1132
e The cost of funds has reduced from 8.61% in FY21 to 7.55% in H1FY24, aided by a Total Issue 570

diversified retail deposit base.

The bank has significantly reduced its GNPA (gross NPA) ratio to 2.44% in H1FY24

Shareholding (%) | predssue | Postissue |

from 3.94% in FY23 and 7.25% in FY21. The NNPA (net NPA) ratio has also declined to Promoter & Promo. Group 25 23

0.87% in H1FY24 from 2.64% in FY23 and 5.33% in FY21. Further, the bank has raised Public & Others 75 77

the provision coverage ratio to 64.9% in H1FY24 from 27.89% in FY21. Total 100 100
ota

The bank has maintained healthy net interest margins at 7.78% in H1FY24, up from
7.47% in H1FY23 and 7.73% in FY23.

Allocation (%)

Retail (Including emp. Reservation) 35 199
e  The cost to income ratio of the bank stands at 58.48% in H1FY24. The RoA of the bank Non-Institutional 15 85
is strong at 1.6% and the RoE at 19.6% in H1FY24. QIB 50 285
e The company has performed a pre-IPO placement of 2,439,607 equity shares at an - -
issue price of Rs. 414 each (including a premium of X 404 per Equity Share), Tgtal 100.0 570.0

aggregating to Rs.100cr.
At the upper price band of Rs.414, JSFBL is available at a P/Bv of 1.4x (FY24E

Y.E March (X cr) Consol. FY22 FY23 H1FY24

annualised), which appears to be reasonably priced compared to its peers. Considering Net Interest Income (NII) 1,390 1,660
its rapid growth in deposits, diversified loan portfolio, strong brand equity, improved 9% Change 10 19
i\sset q.ual:ty {'atlos, healt'hy return ratios, a-nd financial inclusion, we assign a Net Interest Margin % 7.3 7.7 7.8
Subscribe” rating on a medium to long term basis. .
PAT Adj. 17 256 213
Purpose of IPO % Change 1365
The. IPO consists of fresh issue of Rs. 462cr and an offer for sale (OFS) of Rs.108cr .by the EPS Diluted 17 245 20.4
selling shareholder totalling to Rs.570cr. The net proceeds from fresh issue to be utilised to
augment Bank’s Tier - I capital base to meet the bank’s future capital requirements. P/EX) 248 7 20
- P/BV (x 2.4 2.7 1.4*
Key Risks /BV ()
_ o _ ROE (%) 15 16.8 19.6
e  High credit risk: ~43% of H1FY24 advances are unsecured. Future efforts aim to elevate RoA (%) 04 11 16
the mix of secured loans.
e  Regional concentration risk : ~40% of gross advances is from top 3 states. *annualised
e Increasing competition from other SFBs.
Peer Valuation
Company MCap(X cr) AUM(Xcr) AUM Growth(%) BV(3) EPS(X) RoE (%) RoA (%) P/BV  P/E(x) CMP(X)
Jana Small Finance Bank 20,101 30.9 172 27.4 16.8 1.1 2.7 17 414
Ujjivan Small Finance Bank 24,085 37.7 21 5.9 31.8 39 2.7 9.5 56
Equitas Small Finance Bank 27,861 35.2 46 4.7 12.2 1.9 2.3 221 104
Utkarsh Small Finance bank 13,957 31.3 22 4.5 22.8 2.4 2.7 13.1 59

Source: Geojit Research, Bloomberg; Valuations of JSFBL are based on upper end of the price band (post issue), Financials as per FY23 consolidated.
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Business Description:

As per Fitch report, JSFBL is the fourth largest Small Finance Bank in terms of AUM and the fourth largest Small Finance Bank in terms of
deposit size as of September 30, 2023. The primary secured loan products are secured business loans, micro loans against property (Micro
LAP), MSME loans, affordable housing loans, term loans to NBFC, loans against fixed deposits, two-wheeler loans and gold loans. The pri-
mary unsecured loan products are individual and micro business loans, agricultural and allied loans, and group loans (group loans are
offered to a group of women as per the Joint Liability Group (JLG) model. The agricultural and allied loans as a percentage of gross advanc-
es have increased from 13.10% as of March 31, 2021, to 16.93% as of September 30, 2023.

Particulars As at September 30, As at March 31,
2023 2023 2022 2021
Gross %o of total Gross Ya of total Gross % of total Gross %o of total
advances Eross advances Eross advances Eross advances Eross
advances advances advances advances
X in (Tin (Tin (Xin
millions) millions) millions) millions)
Secured advances 122,577.38 57.42| 99,047.54 55.02) 70,271.20 53.03| 50.,760.00 4287
Unsecured advances: 90,893.92 42.58 2095987 4498 | 62.231.95 46.97| 6762982 57.13
Of which:
Agriculiural and allied loans 36,041,339 16,93 3094443 719 18770.00 1407 15310.70 1310
Total gross advances 213.471.30 100 | 180,007.41 100.001| 132,503.20 100.00| 118,389.82 100,00

Source: Geojit Research, RHP

They are also a corporate agent for third-party life insurance products, general (non-life) insurance products and health insurance prod-
ucts, including COVID-19 insurance products. The company also offer Point of Sales (POS) terminals and payment gateway services
through merchant acquiring partners.

Key Strengths

e  Adigitalised bank and the majority of our services are available in digital form to customers.

e Integrated risk and governance framework

e  Customer-centric organization with more than 16 years’ experience in serving underbanked and underserved customers.
e Pan-India presence with strong brand recognition.

e  Fast growing Retail Deposits base and diversified deposit franchise

e  Proven execution ability
Key Strategies

e  Focus on accelerating the secured loans book with the purpose of meeting customers’ needs and diversifying our lending book.
e  Reshape unsecured loans (Microfinance Loans) business.

e Improve risk profile.

e  Enhance the growth of Retail Deposits.

e  Alliances with third parties from banking to broking.

e Deepen customer relationships.

e  Continued focus on digitized operations.

Industry outlook

SFBs offer basic banking services such as payment, accepting deposits and lending to the unserved and the underserved segments of the
Indian economy, including small businesses, marginal farmers, micro and small industries, and the unorganized sector. SFBs are focused
on serving the customers at the bottom of the pyramid to drive financial inclusion. The growth in the industry is illustrated by the expo-
nential growth in both advances and deposits and is supported by the robust rural growth, new product offerings and associated cross-
selling opportunities, which will drive the SFBs’ market share to multi folds in the future. (Source: Fitch Report).

The exponential growth in the SFB (Small Finance Bank) industry is illustrated by the growth in both loans and deposits. As per FSIAPL’s
analysis, the advances and deposits in the SFB industry are projected to increase at a CAGR of 33.4% to 44.0% from Fiscal 2023 to Fiscal
2025.

in Ad: es and D its (Rs. in billion)

.,“oq. 3.390.2 3,342.8
4.!.“.,;—/'

1,426.5
1,203.8

Fiscal 2018 Fiscal 2019 Fiscal 2020 Fiscal 2021 Fiscal 2022 Fiscal 2023 Fiscal 2025 (P)

® Advances m Deposits

Source: RBI, FSIAPL Analysis

Note:

1. ‘P’ means projected.

2. Numbers are as at March 31, 2018, 2019, 2020, 2021, 2022 and 2023
3. Deposits shown under this table exclude inter-bank deposits.

Source: Geojit Research, RHP
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Industry outlook contd...

SFBs currently hold a minor market share of 1.34% in advances and 0.86% in deposits of the entire banking sector as at March 31, 2023.
However, these banks have a good deposit mobilisation and outreach among the under-banked masses, which would drive their market
share multi folds in the foreseeable future. The total deposits of SFBs in 2022-23 stood at Rs. 1,612.1 billion compared to Rs. 1,203.8 billion
in 2021-22, clocking a y-o-y growth of 33.9%. Factors that will support the growth of the SFBs include robust rural growth, new product
offerings and associated cross-selling opportunities on both the liability and asset side, geographical diversification and opening of new
branches, knowledge of local stakeholders, access to low-cost funds, improved risk management systems and expansion of organized cred-
it channels.

Market Share (AUM) (as at September 30, 2023)
Unity SFB
Capiral S5 _ 25%
2.8% Others
6.2%
Suryodsy SF8
3.3%

Seace: Company’s lavestor Presentation, Quarierly Financaal statements, FSIAPL Amlyss
Nete: Others inchade Fincare SFB, Nord East SFB 2nd Shrvalik SFB. AUM of Fncase SFB, Nerth East SFB and Shivalik SFB is 25 af March 31, 2023, AUM
foe all other plavers is as &t Sepember 30, 2003,

Source: Geojit Research, RHP

SFBs’ deposits have increased at the annual rate of 33.9% in Fiscal 2023 as compared to the previous year. Low cost of client acquisition
over the long term due to wider reach, a customer-centric approach, technology usage and high interest rates, as compared to traditional
banks, are the major reasons for the deposit growth. Jana SFB has a major presence in Tamil Nadu (13.7% of its total gross advances as at
March 31, 2023) while its top three states in terms of gross advances accounted for 38.8% of its total Gross Advances as at March 31, 2023.

Promoter and promoter group

JCL and JHL are the Promoters of the Bank. JCL, along with its nominees, holds 100% of the issued and paid-up share capital of JHL. As on
the date of this Red Herring Prospectus, JHL, holds 23,575,790 Equity Shares equivalent to 25.20% of the issued, subscribed and paid-up
equity share capital of the Bank on a fully diluted basis. JCL does not directly hold any Equity Shares as on the date of this Red Herring Pro-
spectus. JCL indirectly holds the Equity Shares held by JHL.

As on the date of this Red Herring Prospectus, the Board comprises of nine Directors including two Executive Directors and seven Non-
Executive Directors (including five Independent Directors, of whom one is a woman Director).

Brief Biographies of directors

e  Subhash Chandra Khuntia, is the Part-Time Chairman and an Independent Director of the Bank.

e Ajay Kanwal, is the Managing Director and Chief Executive Officer of the Bank.

e  Krishnan Subramania Raman, is an Executive Director and Chief Credit and Collection Officer of the Bank.
e Ramesh Ramanathan, is a Non-Executive Non-Independent Director of the Bank.

e Rahul Khosla, is a Non-Executive Non-Independent Nominee Director of the Bank and has been appointed on behalf of TPG Asia VI SF
Pte Ltd.

e  Chitra Talwar, is a Non-Executive Independent Director of the Bank.
e Ramalingam Ramaseshan, is a Non-Executive Independent Director of the Bank.
e Kumbla Srinivas Nayak, is a Non-Executive Independent Director of the Bank.

e Pammi Vijaya Kumar, is a Non-Executive Independent Director of the Bank.
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CONSOLIDATED FINANCIALS

PROFIT & LOSS BALANCE SHEET
Interest Income 2,727 3,075 1,846 Liabilities
Interest Expense 1,337 1,415 876 Capital 201.4 325.0 343.5
Net Interest Income 1,390 1,660 988 Reserve & Surplus 999.3 1,472.3 2,225.4
% Change 10 19 - Deposit 13,536 16,334 1,8937
Non-Interest Income 336 625 352 Borrowings 4,509.8 6,277.5 5,313.5
Operating income 1726 2,285 1,339 Provision & Other 941.7 12350 12866
Operating Expenses 1,139 1,285 783 Liabilities
T — 3,062 3,700 2,216 Total Liabilities 20,189 25,644 28,106
Total Expenditure 2476 2,700 1,659 Assets
Pre-Prov.Profit 587 1,000 556 Fixed Assets 171.6 127.8 133.0
9% Change 34 70 R Investments 5,065.3 52213 5,509.2
e — 569 744 343 Advances 13,006.7 17,759.6 21,008.7
% Change 55 31 ; Other Assets 408.0 4479 442.8
Reported PAT 17 256 213 Cash & Bank Balances 1,537.1 2,087.3 1,012.1
% Change 76 1,365 ) Total Assets 20,189 25,644 28,106
Post Issue No.of Shares (Cr.) 10.5 10.5 10.5
Adj. EPS (Rs) 1.7 24.5 20.4
% Change -76 1,365 -
RATIOS
AUM Rs.Cr 15,347 20,102 23,030
Growth 20 31 -
Per Share Data (Rs.)
EPS Diluted 1.7 24.5 20.4
BVPS (Post Issue) 114.8 171.8 289.8*
Key Ratios
Yield on loans/Advances % 199 18.1 17.2
Cost of Funds % 7.4 7.0 7.4
Cost to income 66.0 56.2 58.5
Net Interest Margin % 7.3 7.7 7.8
Credit Cost Ratio 4.7 5.0 3.5
Capital %
CRAR % 15.3 15.6 17.5
Tier I 11.8 13.0 15.7
Net worth Rs.Cr 1,185 1,778 2,547
Asset Quality %
GNPA 5.7 3.9 2.4
NNPA 4.0 2.6 0.9
PCR 32.2 34.0 64.9
Return Ratios (%)
RoE 1.5 16.8 19.6
RoA 0.1 1.1 1.6
Valuations
P/E (x) 248 17 20
P/BV (x) 3.6 2.4 1.4*

*Annualised
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DISCLAIMER & DISCLOSURES

Certification

We, Sheen G and Rajeev T, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or
all of the subject issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as
Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com/research-disclosures#fundamental-research

CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The
target price and recommendation provided in the report are strictly Geojit’s views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion
on valuation and the associated recommendations. CRISIL has no financial liability whatsoever, to the subscribers / users of this report.

Regulatory Disclosures:

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited
(NBFC), Geojit Investment Limited (financial Services Company ( yet to start operations)), Geojit Techloan Private Ltd( P2P lending (yet to start opera-
tions)), Geojit IFSC Ltd ( a company incorporated under IFSC Regulations( yet to start operations)), Qurum Business Group Geojit Securities LLC ( a joint
venture in Oman engaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit
Capital Company (a joint venture in Saudi Arabia (Under Liquidation)) and BBK Geojit Securities Co. K.S.C.C (a subsidiary in Kuwait-engaged in Financial
services ). In the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and in the course
of our business as a stock market intermediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts. We also af-
firm and undertake that no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader
before making an investment decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.
Further, the Analyst confirms that:

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the
subject company.
(ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered.
2. Disclosures regarding Compensation:
During the past 12 months, Geojit or its Associates:
((a) Have not received any compensation from the subject company. (b) Have not managed or co-managed public offering of securities for the subject com-
pany. (c) Have not received any compensation for investment banking or merchant banking from the subject company. However, we have a B2B arrange-
ment with the subject company. (d) Have not received any compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company. (e) Have not received any compensation or other benefits from the subject company or third party in connec-
tion with the research report. (f) The subject company is / was not a client during twelve months preceding the date of distribution of the research report
3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:
Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage ser-
vices or transactions pertaining to trading in securities of companies contained in the Research Reports.
4. Disclosure regarding the Research Analyst's connection with the subject company:
It is affirmed that we, Sheen G and Rajeev T, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company
5. Disclosure regarding Market Making activity: Digialy signed by FAJEEYV SHEEN 2o

Dhte 20240206

T
Neither Geojit/its Analysts have engaged in market making activities for the subject company. RAJEEVT Date: 20240206 181058 G 161853 £0530

6. “Registration granted by SEBI, membership of BASL (in case of [As) and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.”

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Ex-
change Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website:
www.geojit.com. For investor queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P,
Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K;
Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901363; Email: grievanc-

es@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No:
INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN
Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226.

www.geojit.com



https://www.geojit.com/research-disclosures#fundamental-research
mailto:compliance@geojit.com
file:///C:/Users/12380/Desktop/grievances@geojit.com
file:///C:/Users/12380/Desktop/grievances@geojit.com

		2024-02-06T18:10:58+0530
	RAJEEV T


		2024-02-06T18:14:53+0530
	SHEEN G




