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Introduction 

Incorporated in 1920, CSB Bank Ltd (CSB) is one of the oldest private sector banks in India. The bank has 

transformed itself to a new age private bank backed by a new marquee investor – Fairfax India through 

FIH Mauritius Investments Ltd (FIHM).In 2018, RBI accorded its approval to Fairfax India to acquire 51% 

in CSB resulting in a capital infusion of Rs 1208 crore. One of the highest CRAR in the industry of 22.8% 

post the capital infusion by Fairfax India  

 
CSB has a very strong base in Kerala with significant presence in various states like Tamil Nadu, 
Maharashtra and Karnataka. The bank has thrust on SME, Retail and NRI customers. It offers a 
wide range of products and services to their overall customer base of 1.3 million as on 
September 30, 2019. As on September 30, 2019, CSB had a network of 412 branches and 290 
ATMs 
 
The bank has four principal business areas, namely, 
 

 SME banking,  
 Retail banking,  
 Corporate banking,  
 Treasury operations 

 
Some of the qualitative factors are:  

 Strong and trusted brand in South India.  
 Focus on the SME business. 
 Retail offering focused on gold loans and NRI business. 
 Professional and experienced management. 
 Streamlined risk management controls, policies and procedures. 

 
Persuant to a preferential allotment of equity shares and warrants to FIHM, CSB received Rs 
721 crore in 2019 and Rs 487 crore in FY20. The above capital infusion made CSB well 
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capitalized and improved The CAR from 10.93% as on March 31, 2017 to 16.70% as on March 
31, 2019. Further as per Basel III norms the CRAR as assessed by CSB as on September 30, 2019 
was 22.77% 
 
The bank has succeeded in developing and maintaining a robust and loyal deposit franchise, 
consisting of a distinctive clientele, including numerous churches, charitable trusts, welfare 
boards, temple trusts, and educational institutions. Further its strong gold portfolio is also a 
testimonial to the trust placed in its brand by the customers. The bank has been getting around 
15% of its deposits from NRI customers. It intends to continue its focus on further growth in 
NRI banking business by offering new products and services. Growth of the NRI portfolio is 
subject to various factors including geographic location of its branches, availability of funding in 
such locations, quality of products offered, demand from NRIs and competitiveness at such 
locations. 
 

CSB Ltd - Key Performance Parameters 
Particulars As On Sept 

30, 2019 
As On 

March 31, 
2019 

As On 
March 31, 

2018 

As On 
March 31, 

2017 

Total Deposits (in Rs cr) 15509.82 15123.87 14690.65 14911.56 

CASA Deposits 4371.90 4210.60 3970.60 3694.60 

CASA (%) 28.2 27.8 27.0 24.8 

Total Advances (in Rs cr) 11402.83 10905.48 9685.25 8271.59 

Interest Earned (In Rs cr) 732.30 1347.52 1296.81 1336.30 

Interest Expense (in Rs cr) 452.78 907.56 912.00 1022.69 

Net Interest Income (in Rs cr) 279.52 439.96 384.81 313.61 

Net Interest Margin (in %) 3.43% 2.80% 2.57% 2.11% 

Yield (in %) 8.98% 8.58% 8.65% 8.99% 

Average Cost Of Loan Funds (in %) 5.89% 5.94% 6.16% 6.91% 

Spread (in %) 3.09% 2.64% 2.49% 2.08% 

Profit Before Tax (in Rs cr) 68.93 -97.61 -194.89 -100.44 

Profit After Tax (in Rs cr) 44.27 -65.69 -127.09 -57.99 

Gross NPA's (in %) 2.86% 4.87% 7.89% 7.25% 

Net NPA's (in %) 1.96% 2.27% 2.87% 4.12% 

Total CRAR 22.77% 16.70% 8.33% 10.93% 

Equity Share Capital 172.28 85.97 81.01 81.01 

Net Worth (in Rs cr) 1535.99 974.00 353.64 546.15 

Earnings Per Share 4.00 -7.90 -15.70 -7.66 

Net Asset Value (Rs) 89.19 73.54 43.68 67.46 
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CSB - Major Performance Highlights 

Six Months Ended September 30 , 2019 

(in Rs crore) 

Total Assets (Gross) 17756 

Total Deposits 15510 

Total Advances 11298 

CASA Deposits 4372 

CASA (as a %) 28.2% 

Net Interest Margin  3.43% 

Yield on Advances (%) 10.22% 

Credit To Deposit Ratio 72.84% 

Gross NPA's 2.86% 

Net NPA's 1.96% 

 

The capital position of the bank has significantly strengthened post FIHMs investment and bank 
has a strong capital base for growth acceleration. Common equity Tier 1 CRAR (including capital 
conservation buffer) stands at strong level of 22.1% end September 2019, well above the 
minimum prescribed requirements of 5.5% which would enable long term growth. The bank has 
significant head room available to raise Tier 2 capital to supplement strong Tier 1 capital base. 
The bank is focusing on meeting the funding and banking requirements of SME customers, 
which account for 29.5% of total advance end September 2019. SME lending enables to 
diversify credit risk profile due to relatively smaller individual exposures with average ticket size 
of approximately Rs 4.46 million. Gold loans constituted a major portion of advances, 
contributing 33.2% of total advances end September 2019 with an average ticket size of 
approximately Rs 0.06 million. The bank is out of the IBA wage negotiation talks and expects to 
reduce cost-to-income ratio below 50% ahead from 71.5% for H1 of FY2020.  

The bank has reported losses in each of the last three years and had been suffering from high 
NPAs, high costs and low capital adequacy. The bank’s long history has nothing much to show. 
Operations are concentrated in two southern states of Kerala and Tamil Nadu and any adverse 
developments in these states can have an adverse effect on the business. Out of 412 branches, 
349 branches are located in southern India (including 267 branches located in Kerala and 56 
branches located in Tamil Nadu) constituting 78.4% of total branch network. Kerala and Tamil 
Nadu account for 66.7% and 11.8% of total deposits and 29.4% and 25.3% of total advances end 
September 2019.  
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The Offer 
 
CSB has fixed the price band at  Rs 193-195 a share, to mop up Rs 410 crore at the upper end of 
the price band. The bids for the offer can be placed for a minimum of 75 shares, and in 
multiples thereafter.The proposed IPO will see the company raise fresh capital of Rs 24 crore, 
while existing shareholders will sell 19.78 million shares worth Rs 385.71 crore to fully or 
partially exit the bank. ICICI Lombard General Insurance, HDFC Life Insurance, ICICI Prudential 
Life Insurance, Federal Bank and Edelweiss Tokio Life Insurance will fully exit CSB through the 
IPO.Axis Capital and IIFL Securities are the lead managers to the issue. 

Valuation 

The bank has now sufficient capital base and does not need fresh capital infusion for the next 2-
3 years. With the strong capital base, the bank aims to accelerate loan growth to minimum 25% 
going forward. The bank is focusing on retail loans with aim to raising share of gold loan to 35% 
and other retail loans to 15%. Meanwhile, the bank aims to reduce the share of corporate loan 
to 15% in next few years from existing 24.3%.  

The annualized EPS on post-issue equity works out to Rs 5.1 for H1 of FY2020 against negative 
EPS of Rs 3.8 for FY2019. At the price band of Rs 193 to Rs 195, P/E is 37.8 to 38.2 times of H1 
of FY2020 EPS.The average cost of acquisition per equity share for the promoter is Rs 140. 

Post-issue, the book value (BV) will be Rs 89.9, while adjusted BV (ABV) net of net non-
performing assets works out to Rs 77.2 per share. The scrip is being offered at price to BV of 
2.17 times and the price to ABV of 2.53 times at the upper price band. Among peers, DCB Bank 
is trading at P/ABV of 2.0 times, Federal Bank at P/ABV of 1.4 times, South Indian Bank at P/ABV 
of 0.7 times, City Union Bank at P/ABV of 3.5 times and Karur Vysya Bank at P/ABV of 1.1 times. 
We recommend a Subscribe to the IPO 
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DISCLAIMERS AND DISCLOSURES- 

Latin Manharlal Securities Private Limited (CIN-U67120MH1997PTC110873) and its affiliates are a full-
service, brokerage, investment banking, investment management, and financing group. Latin Manharlal 
Securities Private Limited (LMSPL) along with its affiliates are participants in virtually all securities 
trading markets in India. LMSPL was established in 1997 and is one of India's leading brokerage and 
distribution house. LMSPL is a corporate trading member of Bombay Stock Exchange Limited (BSE), 
National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). LMSPL along 
with its subsidiaries offers the most comprehensive avenues for investment sand is engaged in the 
businesses including stock broking (Retail), commodity broking, depository participant, insurance 
broking and services rendered in connection with distribution of primary market issues and financial 
products like mutual funds, fixed deposits.  
 
LMSPL is under the process of seeking registration under SEBI (Research Analysts) Regulations, 2014. 
LMSPL hereby declares that it has not defaulted with any stock exchange nor its activities were 
suspended by any stock exchange with whom it is registered in last five years. 
 
LMSPL offers research services to clients as well as prospects. The analyst for this report certifies that all 
of the views expressed in this report accurately reflect his or her personal views about the subject 
company or companies and its or their securities, and no part of his or her compensation was, is or will 
be, directly or indirectly related to specific recommendations or views expressed in this report. 
 
Other disclosures by Latin Manharlal Securities Private Limited (Research Entity) and its Research 

Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) 

covered in this report-: 

LMSPL or its associates may have financial interest in the subject company. 
Research Analyst or his/her relative’s financial interest in the subject company. (NO) 
 
LMSPL or its associates and Research Analyst or his/her relative’s does not have any material conflict of 
interest in the subject company. The research Analyst or research entity (LMSPL) have not been engaged 
in market making activity for the subject company. 
 
LMSPL or its associates may have actual/beneficial ownership of 1% or more securities of the subject 
company at the end of the month immediately preceding the date of publication of Research Report. 
Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the 
subject company at the end of the month immediately preceding the date of publication of Research 
Report:(NO) 
 
LMSPL or its associates may have received any compensation including for investment banking or 
brokerage services from the subject company in the past 12 months. LMSPL or its associates may have 
received compensation for products or services other than investment banking or brokerage services from 
the subject company in the past 12 months. LMSPL or its associates may have received any compensation 
or other benefits from the Subject Company or third party in connection with the research report. Subject 
Company may have been client of LMSPL or its associates during twelve months preceding the date of 
distribution of the research report and LMSPL may have co-managed public offering of securities for the 
subject company in the past twelve months. 
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The research Analyst has served as officer, director or employee of the subject company: (NO) 
 
 
LMSPL and/or its affiliates may seek investment banking or other business from the company or 
companies that are the subject of this material. Our salespeople, traders, and other professionals may 
provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may 
make investment decisions that may be inconsistent with the recommendations expressed herein. In 
reviewing these materials, you should be aware that any or all of the foregoing, among other things, may 
give rise to real or potential conflicts of interest including but not limited to those stated herein. 
Additionally, other important information regarding our relationships with the company or companies 
that are the subject of this material is provided herein. This report is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or which would subject LMSPL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer 
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be 
construed as official confirmation of any transaction. No part of this document may be distributed in 
Canada or used by private customers in United Kingdom. All material presented in this report, unless 
specifically indicated otherwise, is under copyright to LMSPL. None of the material, nor its content, nor 
any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, 
without the prior express written permission of LMSPL . All trademarks, service marks and logos used in 
this report are trademarks or registered trademarks of LMSPL or its Group Companies. The information 
contained herein is not intended for publication or distribution or circulation in any manner whatsoever 
and any unauthorized reading, dissemination, distribution or copying of this communication is 
prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure 
Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board 
of India before investing in Indian Securities Market. In so far as this report includes current or historic 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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