
About the Company 

Incorporated in 2014, Bandhan Bank Limited is a commercial bank focused on micro 

banking and general banking services. Bandhan Bank has a license to provide banking 

services pan-India across customer segments. The Bank offers a variety of asset and 

liability products and services designed for micro banking and general banking, as well as 

other banking products and services to generate non-interest income. Bank’s distribution 

network is strong in East and Northeast India, with West Bengal, Assam and Bihar.

Strength

Operating Model Focused on Serving Underbanked and Underpenetrated Markets: 

The Company’s focus on underbanked and underpenetrated markets allows it to meet 

certain regulatory requirements. As the company focuses specifically on serving 

underbanked and underpenetrated markets, 29.15% of its banking outlets are located in 

unbanked rural areas and 96.49% of its Gross Advances are Priority Sector Lending (PSL) 

compliant, each as of December 31, 2017. 

Consistent Track Record of Growing a Quality Asset and Liability Franchise: Since 

March 31, 2016, its Gross Advances (including IBPC/Assignment) have grown from 

₹15578.43 crore to ₹24364.39 crore as of December 31, 2017, while its customers have 

increased from 0.68 crore to 1.19 crore, respectively. On the liability side, its deposits have 

grown from zero as of August 23, 2015, when it opened its general banking business, to 

₹25293.96 crore as of December 31, 2017, with its CASA ratio standing at 33.22% as of 

December 31, 2017 and its retail-to-deposit ratio standing at 85.07% as of December 31, 

2017. 

Extensive, Low Cost Distribution Network: The Company provides its products and 

services primarily through an extensive physical network of branches, DSCs and ATMs. 

The company began operations on August 23, 2015 with 6.77 million customers and 2,022 

DSCs from its micro loan business, as well as 501 branches and 50 ATMs that the company 

established for its general banking business. As of December 31, 2017, the company has 

operated in 33 States and Union Territories in India, reaching 1.20 Crore customers 

through 887 branches, 2,633 doorstep service centres and 430 ATMs, with 0.21 crore of its 

customers belonging to its general banking business. Its distribution network is particularly 

strong in East and Northeast India, with West Bengal, Assam and Bihar together 

accounting for 56.37% and 57.58% of its branches and DSCs as of December 31, 2017, 

respectively, though its focus is to expand across India. 

Customer-Centric Approach: The mission of the company is to provide its customers 

accessible, simple, cost-effective and innovative financial solutions in a courteous and 

responsible manner. The company undertakes initiatives to foster customer loyalty, 

encourage the timely repayment of loans by its customers, increase the likelihood that its 

customers will take additional loans from it rather than its competitors, and increase the 

likelihood that its customers will use it for their general banking and financial needs, 

including savings products, insurance products and investment products.

Consistent Financial Performance and Robust Capital Base: The company has grown 

its Gross Advances (including IBPC/Assignment) from Rs.15578.44 Crore as of March 31, 

2016 to Rs.24364.39 Crore as of December 31, 2017 and its total deposits from Rs. 

12088.75 Crore as of March 31, 2016 to Rs. 25293.96 Crore as of December 31, 2017. Of 

the total deposits, its share of retail deposits has increased from 37.95% as of March 31, 

2016 to 85.07% as of December 31, 2017. Moreover, its CASA ratio has improved from 
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Issue Highlights

Industry Bank

Total Issue (Shares) - Offer for sale 21,616,584

Total Issue (Shares) - Fresh Issue 97,663,910

Net Offer to the Public 119,280,494

Issue Size (Rs. Cr.) 4413-4473

Price Band (Rs.) 370-375

Offer Date  15-Mar-18

Close Date 19-Mar-18

Face Value  10

Lot Size 40 shares

Issue Composition

Total Issue for Sale  119,280,494

QIB  59,640,247 

NIB  17,892,074 

Retail  41,748,173

In shares

Objects of the Issue

The Issue comprises of a Fresh Issue and an Offer for Sale.

Fresh Issue

The object of the fresh issue is to augment Bank's Tier-I 
capital base to meet Bank's future capital requirements.

Offer for Sale

The Selling Shareholders will be entitled to the respective 
portion of the proceeds of the Offer for Sale.

SMC Ranking

Shareholding Pattern (%)

Particulars Pre-issue Post -issue

Promoters & promoters group 89.62% 82.28%

QIB 4.93% 7.72%

NIB 5.31% 6.37%

Retail 0.13% 3.62%

Total 100.00% 100.00%

*calculated on the upper price band

(2.5/5)



21.55% as of March 31, 2016 to 33.22% as of December 31, 2017. Its CASA ratio and large 

percentage of retail deposits provide the company with stable access to low cost funding. The 

company believes that this strong capital base places the company to pursue the further growth of its 

business. As a result of its performance for the year ended March 31, 2016 and nine months ended 

December 31, 2017, its return on assets increased from 3.07% to 4.07%, respectively, while its return 

on equity increased from 15.96% to 25.55%, respectively (each on an annualised basis).

Strategy

Maintain focus on micro lending while expanding further into other retail and SME lending: 

The company seeks to leverage on its existing network and reputation and the scalability of its 

business model to benefit from this growth potential by opening new branches and centres and 

attracting new members all across India. While the company intends to grow, the company aims to do 

in a selective and calculated manner, focusing on attractive and profitable expansion opportunities.

Continue to strengthen its liability franchise: The Company aims to strengthen its liability 

franchise with a particular focus on growing its deposit base in order to provide a stable, low-cost 

source of funding. Its primary focus for funding is to seek retail deposits, as opposed to wholesale 

deposits or other forms of funding. The company intends to grow its retail deposit base through the 

continued expansion of its branch network to reach new customers and by providing a convenient 

banking experience to its customers to meet the needs of their particular demographics. Since 

becoming a bank, the company has consistently grown its deposit base, from nil when the company 

began operations to ₹ 12088.75 Crore, ₹ 23228.66 Crore and ₹ 25293.96 Crore as of March 31, 2016, 

March 31, 2017 and December 31, 2017, respectively. Its focus on retail deposits has enabled it to 

build a strong CASA position and retail-to-deposit ratio, standing at 33.22% and 85.07% as of 

December 31, 2017, respectively, providing it with stable access to low cost funding.

Boost share of non-interest income: The Company intends to complement income from its core 

asset products with non-interest income from other sources in order to diversify its income stream 

and improve its margins. In particular, the company will seek to leverage its strong PSL-compliant 

portfolio by increasingly selling PSL certificates to non-PSL compliant banks. The company will also 

commence distribution of life insurance products as a corporate agent in December 2017, for which 

the company has received a license from IRDAI. 

Enhance its digital platform to improve customer acquisition and retention and reduce costs: 

The Company believes that proactive adoption and development of digital and technology offerings 

are critical to running a competitive bank. Therefore, the company is continuously investing to 

enhance its digital and technology platform as a means of driving enhanced customer satisfaction, 

enhanced customer retention and reduced costs. Moreover, with a more advanced information 

technology platform, the company believes that it will reduce risks, costs and errors and operate with 

greater cohesiveness and efficiency. The company also believes that this will help it to increase 

cross-selling opportunities not only of its own products but also the third-party products that the 

company distribute, such as insurance and mutual funds.

Enhance retail banking systems and procedures to improve efficiency: The Company intends 

to enhance its retail banking systems and procedures in order to improve its retail banking efficiency. 

The company has been taking a number of steps, including improving the efficiency of work 

undertaken in its branches, increasing multi-tasking by its branch employees, and closely monitoring 

the interaction between its DSCs and linked branches to optimise the linkage between them. The 

company believes that by building the same level of skill and expertise in its retail banking operations 

that the company has developed in its micro loan operations, this will result in reduction of costs and 

thereby improve profitability. 

Risk Factors

 Its business is vulnerable to interest rate and investment-related risks: The result of 

operations of the company depends to a large extent on the level of its net interest earned as its 

primary revenue source is interest earned. 
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 Business is highly competitive: The business is highly competitive, which creates significant 

pricing pressures for the company to retain existing customers and solicit new business, and its 

strategy depends on its ability to compete effectively.

 Faces the threat of fraud and cyber attacks: The Company faces the threat of fraud and cyber 

attacks targeted at disrupting its services, such as hacking, phishing and trojans, and/or theft of 

sensitive internal data or customer information. This may cause damage to its reputation and 

adversely impact its business and financial results.

 Depend on its brand recognition: The Company believes that any damage to its brand 

“Bandhan” or its reputation could substantially impair its ability to maintain or grow its business, 

or have a material adverse effect on its overall business, financial condition, results of operations 

and cash flows.

Peer comparison

Valuation

Considering the P/E valuation on the upper end of the price band of Rs. 375, the stock is priced at pre 

issue P/E of 32.16x on its estimated annualised FY18 EPS of Rs. 11.66. Post issue, the stock is 

priced at a P/E of 35.03x on its  EPS of Rs. 10.71. Looking at the P/B ratio at Rs. 375 the stock is 

priced at P/B ratio of  9.24x on the pre issue book value of Rs.40.60 and on the post issue book value 

of Rs. 70.66 the P/B comes out to 5.31x.

On the lower end of the price band of Rs.370 the stock is priced at pre issue P/E of 31.73x on its 

estimated annualised FY18 EPS of Rs. 11.66. Post issue, the stock is priced at a P/E of 34.56x on its EPS 

of Rs. 10.71. Looking at the P/B ratio at Rs. 370, the stock is priced at P/B ratio of  9.11x on the pre issue 

book value of Rs. 40.60 and on the post issue book value of Rs. 70.66 , the P/B comes out to 5.24x.

Industry Outlook

India is one of the fastest-growing economies in the world. Over the past three fiscal years, India has 

grown as a result of an improved growth-inflation mix. CRISIL Research estimates GDP growth in 

fiscal year 2018 at 6.5% driven by growth in agriculture and services sector. In the past eight years 

ending fiscal year 2017, household savings in financial assets have grown at a CAGR of 12%.With 

rising income and inflation under control, the household savings rate (household savings as a 

percentage of GDP) is likely to increase gradually. Although the share of household savings has 

remained subdued since fiscal year 2012, the proportion of financial savings has increased 

significantly during the period. Furthermore, benign inflationary pressures would reduce the 

attractiveness of gold and real estate – which represent the physical savings of households – as 

investment alternatives. Consequently, the share of financial savings within household savings could 

rise further from 43% in fiscal year 2016.

Outlook

The bank has strong presence in micro finance lending and aims to focus on micro finance lending and 

expand in retail and SME lending. Further, it also aims to increase its presence across the country to 33 

states and Union territories. However, as compared with the valuations of its peers, the issue looks very 

pricey. One may consider investing in its peer companies which are available in the secondary markets. 
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Company name Total Income PAT EPS P/E P/BV BV CMP FV MCAP

AU Small Finance 1877.31 286.89 11.97 48.55 8.35 69.62 581.35 10.00 16609.38

Ujjivan Fin.Ser. 1460.80 -38.22 0.00 0.00 2.49 137.51 342.20 10.00 4133.70

IDFC Bank 9953.20 867.07 3.00 16.55 1.15 43.13 49.70 10.00 16916.46

RBL Bank 5263.94 587.10 10.63 43.81 3.24 143.70 465.90 10.00 19540.98

GRUH Finance 1656.75 342.62 9.37 58.90 17.40 31.71 551.90 2.00 20182.53

Yes Bank 23933.68 3959.24 14.50 21.47 2.66 116.90 311.45 2.00 71715.28

Bandhan Bank 5272.68 1276.93 10.71 35.03 5.31 70.66 375.00 10.00 44730.19

* Financials are annualised FY18
** Peer companies financials are based on TTM
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Annexure

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars Period ended Period ended Period ended
 31-Dec-17 (9 Months) 31-Mar-17 (6 Months) 30-Sep-16 (6 Months)

Interest earned 3451.702 2,092.39 1,816.32

Interest expended  1282.87 796.365 708.85

Net Interest Earned 2,168.83 1,296.03 1,107.47

OPM% 62.83 61.94 60.97

Other Income 502.81 214.57 196.85

Total Income 2,671.64 1,510.59 1,304.32

Operating expenses 945.335 569.91 452.09

Operating Profit 1,726.30 940.68 852.23

Provisions and contingencies 265.127 42.43 46.01

PBT  1,461.18 898.25 806.22

Tax 503.475 308.74 283.78

Profit after tax  957.70 589.51 522.44

Balance sheet is on next page

An Indicative timetable in respect of the Issue is set out below:

EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date March 15, 2018

Bid/Offer Closing Date March 19, 2018

Finalisation of Basis of Allotment with the Designated Stock  March 22, 2018

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  March 23, 2018

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees March 26, 2018

Commencement of trading of the Equity Shares on the Stock March 27, 2018

Exchanges
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Balance Sheet

Particulars As on 31-Dec-17 As on 31-Mar-17 As on 30-Sep-16

Non-current assets   

Fixed assets 232.98 251.79 220.61

Advances 22930.74 16839.08 16456.15

Investments 7291.16 5516.49 5296.27

   

 30454.89 22607.35 21973.04

Current assets   

cash balance 1258.70 6012.07 1864.44

bank balance 1133.20 1352.93 451.56

other assets 372.45 263.74 182.52

   

Total current assets 2764.36 7628.74 2498.52

Total Assets  33219.26 30236.09 24471.56

   

Non-current liabilities   

deposits 25293.95 23228.66 17880.78

Borrowings 1330.69 1028.94 1829.55

Total non-current liabilities 26624.65 24257.60 19710.33

   

Current liabilities   

Other liabilities & provisions 1190.45 1532.04 904.29

   

Total current liabilities 1190.45 1532.04 904.29

Total 27815.10 25789.64 20614.62

NET Worth 5404.16 4446.46 3856.94

   

Net worth represented by:   

Share capital 1095.14 1095.14 1095.14

Reserves and surplus 4309.01 3351.31 2761.80

Net Worth 5404.16 4446.46 3856.94

Rs. in Cr.
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Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, 
including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned 
here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed 
herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other potential conflict of interest 
with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.

RANKING METHODOLOGY

WEAK

NEUTRAL

FAIR

GOOD

EXCELLENT

6

Mumbai Office:

Lotus Corporate Park, A Wing  401 / 402 , 4th Floor , 

Graham Firth Steel Compound, Off Western 
Express Highway, Jay Coach Signal, Goreagon 
(East) Mumbai - 400063

Tel: 91-22-67341600, Fax: 91-22-67341697

Kolkata Office:

18, Rabindra Sarani, Poddar Court, Gate No-4,

5th Floor, Kolkata - 700001

Tel.: 033 6612 7000/033 4058 7000

Fax: 033 6612 7004/033 4058 7004


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6

