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USB is a mass market focused SFB in India, catering to unserved and
underserved segments and committed to building financial inclusion in the
country. As of September 30, 2019, USB served 4.94 million customers
and operated from 552 Banking Outlets that included 141 Banking Outlets
in Unbanked Rural Centres (“URCs”) (of which seven were business
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correspondent centres) and additionally operated four Asset Centres. In Issue structure QIB - 75%
Fiscal 2019 alone, USB operationalized 287 Banking Outlets. As of NIB - 15%
September 30, 2019, USB had a network of 441 ATMs (including 18 ACRs), Retail - 10%

two 24/7 phone banking units based in Bengaluru and Pune.

Reservation: Up to Rs. 75 crores for

subscription by eligible UFSL

The Company’s Promoter, Ujjivan Financial Services Ltd. (UFSL) Shareholders
commenced operations as an NBFC in 2005 with the mission to provide a Price Band Rs. 35— Rs. 37
full range of financial services to the ‘economically active poor’ who were .

not adequately served by financial institutions. UFSL’s erstwhile business EAZ";::SL;Z:SUFSL Rs.2

was primarily based on the joint liability group-lending model for providing ' rqce value Rs. 10

collateral-free, small ticket-size loans to economically active poor women.
UFSL also offered individual loans to Micro and Small Enterprises (“MSEs”)
and adopted an integrated approach to lending, which combined a
customer touch point similar to microfinance, with the technology
infrastructure and related back-end support functions similar to that of a
retail bank. On October 7, 2015, UFSL received RBI In-Principle Approval to
establish an SFB, following which it incorporated Ujjivan Small Finance
Bank Limited as a wholly-owned subsidiary. UFSL, subsequent to obtaining
RBI Final Approval on November 11, 2016 to establish and carry on
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business as an SFB, transferred its business undertaking comprising of its | Y/@ 31 Mar Rs. crs H1FY20 FY19 FY18 FY17
lending and financing business to its Bank, which commenced its | NIl 740 1,106 861 108
operations from February 1, 2017. USB was included in the second | NIM (%) 10.6 10.9 10.3 8.4
schedule to the Reserve Bank of India Act, 1934 as a scheduled bank on Operating profit 303 309 320 5
July 3, 2017. In the short span of time that USB has been operational as an PAT T8 55 7 -
SFB, it is among the leading SFBs in India in terms of deposits, advances,
branch count and geographical spread, as of March 31, 2019 (Source: | Advances 12,780 10,552 7,336 1,447
CRISIL Report). Among the leading SFBs in India, USB had the most | CASA (%) 12 [ 4 2
diversified portfolio, spread across 24 states and union territories as of | Cost/Income (%) 66.9 76.5 67.1 95.3
March 31, 2019 (Source: CRISIL Report). The Company’s operations are [ apsolute GNPA 109 98 276 16
Yvell-dlver5|f|ed and |n.FY 19, no single state constituted more than 18% of GNPA (%) 09 09 37 03
its overall loan portfolio. As of March 31, 2019, the North, South, East and
West regions contributed 20.09%, 34.20%, 29.80% and 15.91% of its Gross | APsolute NNPA 43 28 51 2
Advances (including securitization/ I1BPC), respectively, and as of Sep. 30, | NNPA (%) 03 0.3 0.7 -
2019 these regions contributed 19.58%, 34.70%, 29.52% and 16.20% of its | Credit cost (%) 0.3 0.4 4.2 0.3
Gross Advances (including securitization/ IBPC), respectively. The concern | Equity share cap. 1,440 1,440 1,440 1,440
with this SFB which RBI also highlighted is that it has significantly higher Networth 1840 1620 1447 1440
deposit contribution from Top-20 depositors. CASA also remains weak as
compared to peers in SFB space which has affected its Cost/Income ratio. CAR (%) 188 19.0 230 21
. . Book value (BV) Rs. 12.8 11.2 10 10
Investment recommendation and rationale P/BV () 75 33 37 37
At upper end of the price band of Rs. 37, the issue is valued at a [ E (%) 19.6% 115 04 ;
P/BV of 2.9x (post issue: 2.25x) is at a premium but we believe is s
justified owing to the following factors: a) deep understanding of RoA (%) 25 17 0.1 )

mass market serving unserved and underserved segments, b)
customer centric organization with multiple delivery channels, c)
pan - India presence, d) technology driven operating model with
advanced digital platform, e) robust risk management
framework, f) strong record of financial performance, g) CAR ratio
of 18.8 percent which is above regulatory requirements, g)
expanding CASA in overall deposits, h) controlled credit cost with
declining NPAs and PCR of é5.1 percent, i) decent ROE of 10.2
percent, we recommend investors to “SUBSCRIBE” the issue.

Source: RHP, P/E and P/BV calculated at upper end of price band
- Rs. 37 per share, ** on annualized basis
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Promoters and Management background

Ujjivan Financial Services Ltd. is the promoter of Ujjivan Small Finance Bank.
Mr. Samit Kumar Ghosh — MD & CEO

a)
b)

c)

d)

MD & CEO since Jul 27, 2016 and due for retirement on Nov 30, 2019

Prior associations with leading banks incl. Citibank, HDFC Bank, Standard Chartered Bank and the Bank Muscat Al Ahli
Al Omani

Completed bachelor’s degree in arts with honours in economics from Jadavpur University and MBA from the
University of Pennsylvania

Previously served as the president of Microfinance Institutions Network and the chairman of Association of Karnataka
Microfinance Institutions

Mr. Nitin Chugh — President

a)
b)

c)

Assumed office as a President with effect from August 17, 2019 and will assume office of MD &CEO from December
01, 2019

Experience across multiple associations including, HDFC Bank Ltd, Standard Chartered Bank, HCL Ltd. and Modi Xerox
Ltd.

Holds a bachelor’s degree in technology (electrical engineering) from Kurukshetra University and a professional
diploma in marketing management from All India Management Association

Key RBI regulations for SFBs

a)
b)

c)
d)

e)

Min paid-up capital — Rs. 100 crores of credit risk weighted assets, Min tier 1 capital — 7.5% of credit risk
weighted assets, Min CAR — 15% of credit risk weighted assets

Shareholding of the promoter should be at least 40% within first 5 years; should be further bought down to 30%
within 10 years and to 26% within 12 years from the commencement of operations;

Required to list within a period of 3 years post achieving a net worth of Rs. 500 crores

75% of ANBC to be given to eligible sectors under PSL as per RBI; 40% as per PSL prescriptions and remaining 35%
under PSL where SFB has a competitive advantage

Min. 50% of loan book to constitute loans of ticket size up to Rs. 2.5mn

Objects of the issue

a)
b)
c)
d)

e)

f)

Fresh issue of Rs. 750 crores to augment the Bank’s Tier — 1 capital base to meet the Bank’s future capital
requirements

To comply with RBI’s regulations, USB is listing through this IPO

Commenced operations with a net worth in excess of Rs. 500 crores. Hence, required to list by 31 Jan 2020

Written to RBI, seeking in-principle approval for a merger of UFSL with USFB upon completion of 5 years from the
commencement of business

Received clarification letter from RBI stating the proposal for merger would be examined at the relevant time (Jan
2022)

Post IPO, the USB promoter Ujjivan Financial Services Ltd. stake will get diluted by 16 percent to touch ~84%, which
will have to be further reduced to 40% by Jan 2022, 30% by Jan 2027 and eventually to 15% by Jan 2032 which
requires dilution over the years and this dilution will also act as overhang on the stock post listing of shares.

Peer comparison

Company Ujjivan SFB AU SFB Equitas SFB Jana SFB Utkarsh SFB
AUM (FY 19 Rs. bn) 111 243 118 62 47

Deposits (FY - Rs. bn) 73 194 90 42 38

AUM growth (FY16 -19) 27% 43% 25% (17)% 48%

CASA (% of total deposits) 12.3 21 28.3 NA 10

NIMs (%) 9.5 4.6 5.9 4.6 9.2

Cost to Income (%) 76.5 65.5 79.9 204 58.6

PCR (%) 72 37 43 NA 91

GNPA (%) 0.9 2 2.5 8.08 1.39

Source: RHP
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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.
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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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