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Sector  - Small Finance Bank

Price Band
₹57 to ₹60

Face Value

Lot Size

Issue Size
₹10

250 Shares
Issue Type

Book Built

November 3, 2023 to November 7, 2023Issue Opens - 

₹463.00 Cr



IMPORTANT EVENTS

Issue Size

Fresh Issue

Offer for Sale

77,166,667 shares / ₹463.00 Cr)

Basis of Allotment

Initiation of Refunds

Credit of Shares to Demat

ESFBL IPO Listing date

Friday, November 10, 2023

Ravimohan Periyakavil Ramakrishnan  ( Part-Time Chairman and
NonExecutive Independent Director)
Kadambelil Paul Thomas (Managing Director and Chief Executive Officer)
Joseph Vadakkekara Antony (Non-Executive Independent Director)

PROMOTERS

Promoters collectively hold 74.43% (Pre Issue) of the Equity Share.

12,050,000 shares / ₹72.30 Cr)

Monday, November 13, 2023

Wednesday, November 15, 2023

Thursday, November 16, 2023

65,116,667 shares / ₹390.70 Cr)

Sources: DHRP



ABOUT THE COMPANY
The Evangelical Social Action Forum (ESAF) Bank is a small finance bank that was founded in 1992 with the goal of
providing services to underbanked and unbanked clients, especially those living in rural and semi-urban areas. By
2023, it would have served 7.15 million clients through a network of 700 banking locations, 767 contact centers, and
559 ATMs spread over 21 states and two union territories. The bank is in charge of 16,331Cr in assets.Microloans,
retail loans, MSME loans, loans to financial institutions, and agricultural loans are just a few of the items that ESAF
Bank provides. With 43% of its banking locations situated in Kerala, it is well-established there and continues to
grow in other areas. In terms of revenue, the bank earns 81% from interest income on advances, 10% from interest
income on investments, 6% from commission income, and 3% from other sources.

SERVICES
Asset Products: Microloans, Retail Loans, MSME Loans, Loans to Financial Institutions, and Agricultural Loans are
among the Bank's asset products.

Sources: DHRP

To augmenting the Bank’s Tier – 1 capital base to meet the future capital requirements.
General Corporate Purposes

The Company proposes to utilize the Net Proceeds towards the funding of the following objects:

OBJECTS OF THE OFFER

Liability Products: Current accounts, savings accounts, fixed deposits, and recurring deposits are among the Bank's
liability products. Along with providing NRE and NRO current accounts, savings accounts, fixed deposits, and recurring
deposits, they also cater to NRI clients. Distribution of Third-Party Products Insurance Products: The Bank acts as a
corporate agent for the following insurance companies: ICICI Lombard and IFFCO Tokio General Insurance for general
insurance products; Bajaj Allianz Life Insurance Company Limited, Kotak Mahindra Life Insurance Company Limited, and
PNB MetLife India Insurance Company Limited for life insurance products.
Pension Systems, Safe Deposit Lockers, Foreign Exchange Services , Bharat Bill Payment System, Money Transfer
Services, Aadhaar Seva Kendra Services

The table below
sets forth their
AUM by product
type and as a
percentage of
total AUM:



TRACK RECORD OF
FINANCIAL PERFORMANCE

Sources: RHP
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SMALL FINANCE BANK GROWTH AND OUTLOOK

TOP SIX PLAYERS ACCOUNTED FOR 86% OF INDUSTRY AUM AS OF
FISCAL 2021



RISKS
Because of its heavy reliance on the microloan market, the company's cash flows,
operating results, and financial health might all suffer from a decline in demand.
Unsecured advances are common, and the business may suffer if they are not
recouped. 
There a number of fines and penalties imposed by the Reserve Bank of India (RBI).
The two main business states are Tamil Nadu and Kerala.
The company must contend with issues like the high cost of customer acquisition,
the ignorance of potential buyers about the company's offerings and finances, and
the susceptibility of household income to regional changes.

STRENGTHS
The company has been able to build its business because of its excellent
understanding of the microloan industry.

The banking franchises in rural and semi-urban areas are the primary focus.

The portfolio of its growing retail deposits.

Customer-centric processes and products, along with additional non-financial
services for Micro Loan customers, foster relationships with customers.

The business uses a digital technology platform and a technology-driven
business approach.



ESFBL has maintained its south-centric fancy while reporting growth in both its
top and bottom lines. Considering the exceptional return ratios—FY23 ROA/ROE
of 1.6%/19.4%—we think it makes sense to subscribe to ESAF Small Finance Bank
Limited.

We, therefore, recommend a “Subscribe” rating for the issue. 

The issue's price range, in terms of valuation, is INR 50-60 per share. A P/E ratio
of ESFBL is 8.9x is based on a price range above INR 60and FY23 EPS of INR
6.73x with an industry average of 94.73X.

Peers Comparisons

VALUATION AND OUTLOOK



This report is not for public distribution and has been furnished solely for
information and must not be reproduced or redistributed to others None can use
the report as a base for any claim, demand or cause of action and, also none is
responsible for any loss incurred based upon. The investments discussed or
recommended in this report may not be suitable for all investors. Opinion
expressed is the current opinion as of the date appearing on the material only.
Further, the information in the document has been printed on the basis of publicly
available information; internal data and other sources believed to be true and are
for general guidance only but which may have not been verified independently.
While every effort is made to ensure the accuracy and completeness of information
contained, the company takes no responsibility and assumes no liability for any
error/ omission or accuracy of the information. Recipients of this material should
rely on their own judgments and conclusions from relevant sources before making
any investment.
The investment advice should not be considered to be or taken as an offer to sell or
a solicitation to buy/sell any security. Price and value of the investments referred
to in this material are subject to volatility. Past performance is not a guide for
future performance. Certain transactions -futures, options and other derivatives
as well as non-investment grade securities are subjected to substantial risks and
are not suitable for all investors.

Disclaimer:


