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KEY CHANGES: TARGET South-based Small Finance Bank…. 

ESAF Small Finance Bank Ltd. (ESFBL) established in 2016 is a south-centric small 

finance bank targeting unbanked and underbanked customers, primarily in rural and 

semi-urban areas. The bank offers micro loans, retail loans, MSME loans, loans to 

financial institutions, and agricultural loans. ESFBL serves 7.15 million customers 

through its 700 banking outlets out of which 502 banking outlets are in rural and semi

-urban centres , across 21 states and two union territories, as of June 30, 2023.  

• Advances under management (AUM) for small finance banks industry saw a 29% 

CAGR from March 2018 to June 2023, and CRISIL MI&A projects a 22-24% CAGR 

increase in AUM between June 2023 and March 2025.  

• ESFBL's AUM grew from ₹8,425.9cr to ₹16,331cr, with a 39% CAGR between FY21-

23, the highest among peers according to CRISIL, while deposits rose from 

₹8,999.4cr to ₹14,665.6cr during the same period, with a 27.7% CAGR. As of June 

30, 2023, ESAF SFB ranked as the fifth largest SFB in India by AUM, holding a 9% 

market share. 

• Net Interest Income (NII) grew to ₹1,529cr at a CAGR of 41% between FY21-23, 

while net interest margin (NIM) improved to 9.7% in FY23 from 8.5% in FY21. 

• The RoA improved from 0.9% to 1.6% over FY21–23, while the RoE improved 

from 8.7% to 19.4% over the same period, which is impressive within the 

industry. 

• ESFBL recorded a net profit of ₹130cr on a total income of ₹992cr in Q1FY24, with 

net interest income rising by 30% to ₹585cr. Moreover, the bank saw a significant 

improvement in asset quality, with gross NPAs decreasing to 1.7% from 6.2% and 

net NPAs declining to 0.81%.  

• At the upper price band of ₹60, ESFBL is available at a P/BV of 1.8x (FY23), which 

appears reasonably priced compared to its peers. The huge market opportunity in 

the rural segment, increased focus on diversifying their portfolio and expanding 

their reach, access to low-cost funds, & huge cross-sell opportunities augur well 

for the small finance banking sector. With consistent growth in loan books and 

deposits, healthy return ratios, and an increasing pan-India presence, we assign a 

“Subscribe” rating on a medium- to long-term basis. 

Purpose of IPO  

The offer comprises fresh shares valued at ₹390.7cr and an offer-for-sale for ₹72.3cr by the 

existing shareholders. The proceeds will be utilized towards the augmentation of their Tier-1 

capital base, increasing its onward lending business, and ensuring compliance with 

regulatory requirements on capital adequacy. 

Key Risks 

• The bank's main operations are in Kerala and Tamil Nadu, accounting for 66% of total 

advances and 83% of deposits, which is expected to decrease in future.  

• As an MFI turned SFB, 75% of their advances (net of provisions) are unsecured; product 

diversification is likely to reduce this percentage in future. 

 

 Issue structure Allocation (%) Size Rs.cr 

Retail 35 157.67 

Non-Institutional 15 67.57 

QIB 50 225.25 

Employee  Reservation - 12.50 

Total  100.0 463.0 

Issue Details    

Date of opening   November  03, 2023 

Date of closing   November   07, 2023 

Total No. of shares offered (Cr.) 7.72 

Post Issue No. of shares (Cr) 51.5 

Price Band ₹ 57- ₹ 60 

Face Value ₹10 

Bid Lot 250 Shares 

Minimum application for retail (upper 
price band for 1 lot)  

₹ 15,000 

Maximum application for retail (upper 
price band for 13 lot) 

₹ 1,95,000 

Listing BSE,NSE 

Lead Managers 
ICICI Securities Ltd, DAM 
Capital, Nuvama Wealth 

Managment . 

Registrar Link Intime India Pvt. Ltd. 

Issue size (upper price)      Rs.cr  

Fresh Issue 390.7 

OFS 72.3 

Total Issue 463.0 

Shareholding (%) Pre-Issue Post Issue  

Promoter & Promo. Group 74.4 62.6 

Public & Others 25.6 37.4 

Total  100 100 

Company MCap(₹ cr) NII(₹ cr)  NIM(%) BV(₹) EPS(₹) RoE (%) RoA (%) P/BV P/E(x) CMP(₹) 

ESAF Small Finance Bank 3,088 1,836 9.7 33 5.9 19.4 1.6 1.8 10.2 60 

Creditaccess Gramin Bank 25,715 2,114 10.8 327 52 17.8 4.2 4.9 30.9 1,606 

Ujjivan Small Finance Bank 10,346 2,698 9.5 21 5.9 31.8 3.9 2.4 8.7 51 

Equitas Small Finance Bank 10,521 2,545 8.2 46 4.7 12.2 1.9 2.0 19.3 91 

AU Small Finance Bnak 44,768 4,425 5.6 164 21.9 16 1.8 4.1 30.5 666 

Peer Valuation 

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

Y.E March (₹ cr) Consol. FY22 FY23 Q1FY24 

Net Interest Income (NII) 1,147 1,836 585 

% Change 24 60 - 

Net Interest Margin  (%) 7.6 9.7 2.9 

PAT Adj. 55 302 130 

% Change -48 452 - 

EPS 1.1 5.9 2.5 

P/E (x) 56 10 6* 

P/BV (x) 2.2 1.8 1.4* 

RoE (%) 4.0 19.4 7.3 

RoA (%) 0.4 1.6 0.6 
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Business Operation & Product Offerings 

ESAF SFB is promoted by ESAF Financial Holdings Pvt Ltd (EFHPL), ESAF Small Finance Bank (ESFBL) was incorporated on May 5, 2016. 
The Bank was granted the RBI’s Final Approval to carry on business as an SFB, on November 18, 2016. The ESAF brand has been built over 
more than 27 years, beginning in 1995 when ESAF Foundation started its micro loan activities. 

Their primary products are advances (asset products) and deposits (liability products). As at June 30, 2023, their Retail Deposits were 
₹13,977.27 crore, which accounted for 89.28% of their total deposits. 
Their advances comprise:  
• Micro Loans, which comprises Microfinance Loans and Other Micro Loans;  
• Retail Loans, which includes Gold Loans, Mortgages, Personal Loans, and Vehicle Loans;  
• MSME Loans;  
• Loans to Financial Institutions; and  
• Agricultural Loans. 

Company’s liability products comprise current accounts, savings accounts, term deposits and recurring deposits. Their AUM grew from 
₹8,425.93cr to ₹16,331.27cr as at March 31, 2021 and 2023, respectively, registering a CAGR of 39.22%, and increased to ₹17,203.97cr as 
at June 30, 2023, an increase of 5.34%. Their deposits grew from ₹8,999.43cr to ₹14,665.63cr as at March 31, 2021 and 2023, respectively, 
registering a CAGR of 27.66%, and increased to ₹15,655.85cr as at June 30. 2023, an increase of 6.75%. Their services includes safety de-
posit lockers, foreign currency exchange, giving their 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. 

ESAF SFB has a network of 700 banking outlets (including 59 business correspondent-operated banking outlets), 767 customer service 
centres (which are operated by their business correspondents), 22 business correspondents, 2,116 banking agents, 525 business facilita-
tors and 559 ATMs spread across 21 states and 2 union territories, serving 0.72 crore customers as at June 30, 2023. While their opera-
tions are spread out across India, their business is concentrated in South India, particularly in the states of Kerala and Tamil Nadu. As at 
June 30, 2023, 62.43% of their banking outlets are located in South India (including 43.43% in Kerala and 13.86% in Tamil Nadu), 73.09% 
of their gross advances are from customers in South India (including 43.45% from Kerala and 22.14% from Tamil Nadu) and 86.90% of 
their deposits are from banking outlets in South India (including 80.04% from Kerala and 3.36% from Tamil Nadu). 
 

Strengths 

• Deep understanding of the microfinance segment  

As at June 30, 2023, ESAF SFB’s products and services were offered in 21 states and 2 union territories. Their gross Micro Loans to 
customers outside of Kerala were ₹4,330.52cr, representing 42.30% of the total gross Micro Loans, as at June 30, 2023. As at June 30, 
2023, their Top-5 states outside Kerala for gross Micro Loans were Tamil Nadu, Maharashtra, Madhya Pradesh, Karnataka and 
Chhattisgarh, with gross Micro Loans in those states (combined) being ₹5,043.73cr, which represented 49.27% of the total gross Mi-
cro Loans. 

• Strong rural and semi-urban banking franchise  

Bank’s customers in rural and semi-urban centres (combined) have increased from 0.30 crore as at March 31, 2021 to 0.41 crore as at 
June 30, 2023. As at June 30, 2023, their gross advances to customers in rural and semi-urban centres (combined) were ₹9,095.18cr, 
representing 62.97% of the gross advances. As at June 30, 2023, 0.41cr of their customers were in rural and semi-urban centres 

(combined), representing 56.92% of the total customers, and the number of banking outlets in rural and semi-urban centres 
(combined) was 502, representing 71.71% of the total banking outlets. 

• Growing retail deposit portfolio  

Bank’s total deposits increased from ₹8,999.43cr as at March 31 2021 to ₹14,665.63cr as at March 31, 2023, representing a CAGR of 

27.66%, and further increased to ₹15,655.85cr as at June 30, 2023, an increase of 6.75%. They have placed an emphasis on increasing 
their Retail Deposits. The Retail Deposits increased from ₹8,796.38cr as at March 31, 2021 to ₹13,323cr as at March 31, 2023, repre-
senting a CAGR of 23.07%, and further increased to ₹13,977.27cr as at June 30, 2023, an increase of 4.91%. The CASA increased from 
₹1,747.65cr as at March 31, 2021 to ₹3,137.45cr as at March 31, 2023, representing a CAGR of 33.99%, and decreased to ₹2,851.97cr 
as at June 30, 2023, a decrease of 9.10%. 

• Customer connections driven by customer-centric products and processes and other non-financial services for Micro Loan 

customers  

Bank’s products and services are designed to meet the various lifecycle needs of their customers, such as home loans, clean energy 
product loans, loans for agricultural activities, loans against property, personal loans, education loans, gold loans and vehicle loans. In 

addition, they have various non-financial services, which include, among other things, conducting financial literacy programmes, liveli-
hood programmes, entrepreneurship training programmes and community engagement programmes. The customer-centric products 
and processes have resulted in high customer retention rates. 

• Technology driven model with an advanced digital technology platform 

The Bank continuously works towards improving their customers’ experience through the use of technology. They offer their custom-
ers various digital platforms, including an internet banking portal, a mobile banking platform, SMS alerts, bill payments and RuPay 
branded ATM cum debit cards. All banking and payment transactions, such as remittances and utility payments, can be completed 
through these platforms. Their customer on-boarding process has been predominantly digitalised for their micro loans. They leverage 
technology for underwriting and credit sanctioning for their loan products based on inputs from credit bureaus and/or their customer 

data analytics. They have implemented technology solutions that enable them to ensure cashless disbursement of loans and imple-
mented electronic signing for micro loans, both of which have reduced paperwork. 

• Experienced Board and Key Management Personnel  

ESAF SFB has an experienced Board comprising members with diverse business experience, many of whom have held senior positions 
in well-known financial services institutions. The members of the Senior Management Personnel have expertise in scaling up financial 
services organizations and collectively they have all the relevant experience in credit evaluation, risk management, treasury, and tech-
nology. 
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• Penetrate deeper into the existing geographies 

• Increase the deposits and in particular the Retail Deposits 

• Continue to grow the Micro Loans while increasing the other categories of advances both in absolute terms and as a percentage of the 

total AUM 

• Increase fee-based income by cross-selling, expanding third-party products and service offerings and expanding the feebased Offer-
ings 

• Continue to leverage technology and customer data analytics 

Industry Outlook 

Small finance banks aim to service the underserved through savings instruments, and supplying credit to small business units, small and 

marginal farmers, micro and small industries, and other unorganized sector/lending through informal channels. The 12 small finance 

banks, including ESAF, cumulatively accounted for approximately 13% of the total AUM of the industry as of June 30, 2023. Small finance 

banks advances under management (AUM) clocked 29% CAGR from March 31, 2018 to June 30, 2023 and CRISIL MI&A expects this to 

increase by a CAGR of 22- 24% between June 30, 2023 and March 31, 2025. (Source: CRISIL MI&A Report). 

Promoter and promoter group 

ESAF Financial Holdings Pvt Ltd and Kadambelil Paul Thomas are the Promoters of the Bank. Currently, promoters collectively hold 

311,945,181 Equity Shares equivalent to 69.40% of the pre-Offer issued, subscribed and paid-up Equity Share capital of the Bank. 

Brief Biographies of directors 

• Ravimohan Periyakavil Ramakrishnan is the Part-Time Chairman and Non-Executive Independent Director of the Bank. He was 

previously employed as a chief general manager in the department of banking supervision of the RBI. He was previously a resident 
advisor, financial sector supervision, International Monetary Fund, AFRITAC South, Mauritius.  

• Kadambelil Paul Thomas is the Promoter, Managing Director and Chief Executive Officer of the Bank. He was previously the manag-

ing director of ESAF Financial Holdings Pvt. Ltd. He was also previously a director on the boards of Sanma Garments Pvt. Ltd., Rhema 
Dairy Products India Pvt. Ltd., Rhema Milk Producer Co. Ltd., Lahanti Homes and Infrastructure Pvt Ltd, ESAF Health Care Services 
Pvt Ltd, ESAF Swasraya Producers Co Ltd, CEDAR Retail Pvt Ltd, ESAF Enterprise Development Finance Ltd and CEDAR Livelihood 
Services Pvt Ltd (Formerly Cedar Agri Solutions Pvt Ltd). 

• Vinod Vijayalekshmi Vasudevan is a Non-Executive Independent Director on the Board of the Bank. He is the group CEO of 

FLYTXT, Dubai and Amsterdam. He is currently on the board of directors of Flytxt Mobile Solutions International, Z3P Tech Fund and 
Z3P Global, Mauritius.  

• Ravi Venkatraman is a Non-Executive Independent Director on the Board of the Bank. He was the former Executive Director and 

Chief Financial Officer of Mahindra and Mahindra Financial Services Ltd. He is currently on the board of directors of Bajaj Finserv 
Mutual Fund Trustee Ltd, Kotak Mahindra General Insurance Co Ltd, Avanse Financial Services Ltd, Kotak Mahindra Prime Ltd, Sar-
vagram Solutions Pvt Ltd, Aditya Birla AMC Ltd.  

• Kolasseril Chandramohanan Ranjani is a Non-Executive Independent Director on the Board of the Bank. She has held senior man-

agement positions with SIDBI, and has more than 21 years of experience in Micro, Small and Medium Enterprises in India. 

•  Biju Varkkey is an Additional Non-Executive Independent Director on the Board of the Bank. He was on the board of directors of 

Bank of Baroda. 

•  John Samuel is a Non-Executive Nominee Director on the Board of the Bank. He was previously a Member of the Postal Services 

Board and held the position of Chief Post Master General.  

• Ajayan Mangalath Gopalakrishnan Nair is a Non-Executive Nominee Director on the Board of the Bank. He was previously employed 

as the Executive Vice President of the Bank. He is currently an additional director on the board of directors of EFHPL. 

• Gireesh C P is the Chief Financial Officer of the Bank. He was previously the chief financial officer of South Indian Bank Ltd. He joined 

the Bank with effect from September 5, 2018. 

• Ranjith Raj P is the Company Secretary and Compliance Officer of the Bank. He was previously employed as company secretary of 
EFHPL. He joined the Bank with effect from March 29, 2017. 
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PROFIT & LOSS                                                                                   BALANCE SHEET                                                                                

RATIOS 

CONSOLIDATED FINANCIALS  

Y.E March (Rs cr) FY22 FY23 Q1FY24 

Interest Income 1,940 2,854 899 

Interest Expense 793 1017 313 

Net Interest Income 1,147 1,836 585 

% Change 24 60 - 

Non-Interest Income 208 288 93 

Operating income 1,355 2,124 678 

Operating Expenses 863 1,231 378 

Total Income 2,148 3,142 992 

Total Expenditure 1,656 2,248 691 

Pre-Prov.Profit 492 894 301 

% Change 18 82 - 

Provisions 418 541 127 

PBT 74 353 174 

Tax 19 51 44 

Tax Rate % 26 14 25 

Reported PAT 55 302 130 

Adj. - - - 

Adj. PAT 55 302 130 

% Change -48 452 - 

Post Issue No.of Shares (Cr.) 51.5 51.5 51.5 

Adj. EPS (Rs) 1.1 5.9 2.5 

% Change -48 452 - 

Y.E March (Rs cr) FY22 FY23 Q1FY24 

Liabilities    

Capital 449.5 449.5 449.5 

Reserve & Surplus 962.1 1,265.5 1,395.4 

Deposit 1,2815 1,4666 1,5656 

Borrowings 2,952.8 3,354.2 2,739.1 

Provision & Other    

Liabilities 
528.1 488.8 556.1 

Total Liabilities 17,708 20,224 20,796 

Assets    

Fixed Assets 159.5 187.9 187.3 

Investments 4,070.3 4,888.5 4,882.1 

Advances 11,637.0 13,924.3 14,321.6 

Other Assets 328.9 4,55.8 518.2 

Cash & Bank Balances 1,511.9 767 886.8 

Total Assets 17,708 20,224 20,796 

Y.E March FY22 FY23 Q1FY24 

AUM (Rs Cr.) 12,341 16,331 17,204 

Banking Outlets 575 700 700 

Per Share Data (Rs.)    

EPS 1.1 5.9 2.5 

BV 27.4 33.3 43.4* 

Spread %    

NIM 7.6 9.7 2.9 

Yield on Advances 17.4 19.8 5.81 

Cost of Deposits 6.2 6.1 1.7 

Cost of Funds 5.9 6.0 1.7 

Cost to Income 63.7 57.9 56 

Capital %    

CRAR % 18.6 19.8 20.6 

Tier I 16.0 18.0 19.0 

Asset Quality %    

GNPA 7.8 2.5 1.7 

NNPA 3.9 1.1 0.8 

PCR 59.4 56.7 74.0 

Return Ratios (%)    

RoE 4.0 19.4 7.3 

RoA 0.4 1.6 .6 

Valuations    

P/E (x) 56 10 6* 

P/BV (x) 2.2 1.8 1.4* 
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Certification 

We, Mithun T Joseph 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, Mithun T Joseph and Rajeev T,  Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject compa-

ny  

5.  Disclosure regarding Market Making activity: 

Neither Geojit/its Analysts have engaged in market making activities for the subject company. 

6. “Registration granted by SEBI, membership of BASL (in case of IAs) 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.  
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