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A Promising Start towards
A BRIGHTER FUTURE

At Capital Small Finance Bank (Capital SFB or CSFB), our journey is defined by our
commitment to fostering financial inclusion and creating positive societal impact. As
India's first small finance bank (SFB), we have consistently progressed towards providing
tailored financial solutions to meet the diverse needs of our customers.

The Bank offers a comprehensive
range of banking products across
both the asset and liability sides.
Since transitioning to an SFB,

we have demonstrated robust
performance, achieving a 5-year
CAGR of 19% in gross advances,
15% in deposits, and an impressive

42% in PAT between FY19 and FY24.

Additionally, since the transition,

we have grown from 47 branches to
177 branches, now spanning across
five North Indian states—Punjab,
Haryana, Rajasthan, Delhi, and
Himachal Pradesh—as well as the
Union Territory of Chandigarh. This

success has established a strong
foundation for accelerated growth.

We believe true progress is achieved

by blending innovation with tradition.

Our efforts to integrate cutting-
edge technology with personalised
banking services ensure that we
meet the evolving needs of our
customers. This also helps us in
maintaining trust and reliability that
have always been our hallmark. By
offering a suite of products, from
secured loans to digital banking
solutions, we provide our customers
with the tools they need to achieve
their financial aspirations.

Looking to the future, our vision

is clear: to be the primary banker

for our customers, helping them
navigate their financial journeys with
confidence and ease. We focus on
achieving this goal through diverse
product offerings, customer service
orientation, deeply entrenched
physical branch network and
evolving digital channels. As we
continue to expand our footprint
across North India, our focus
remains on empowering the middle-
income group and bridging the gap
between formal banking services
and underserved segments.

Capital SFB stands at the cusp of a
new era, guided by our foundational
principles. We have successfully
raised %523 crores in capital,
including 3450 crores through a well
accepted IPO culminating to our
listing on National Stock Exchange
(NSE) and BSE Limited (earlier
known as Bombay Stock Exchange).
With this infusion of growth capital,
we are well-positioned to progress
sustainably, ready to capture the
numerous opportunities ahead.

Our promising start is just the
beginning of a journey towards

a brighter future, where every
individual and business we serve
can thrive and prosper. Together,
we are shaping a brighter future,
ensuring that the best is yet to
come.
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Disclaimer: This document contains
statements about expected future events

and financials of Capital Small Finance Bank
(‘Capital SFB,’ ‘We,' ‘The Bank,"), which are
forward looking. By their nature, forward-
looking statements require the Company to
make assumptions and are subject to inherent
risks and uncertainties. There is a significant
risk that the assumptions, predictions, and
other forward-looking statements may not
prove to be accurate. Readers are cautioned
not to place undue reliance on forward-looking
statements as several factors could cause
assumptions, actual future results and events
to differ materially from those expressed in
the forward-looking statements. Accordingly,
this document is subject to the disclaimer and
qualified in its entirety by the assumptions,
qualifications and risk factors referred to in the
Management Discussion and Analysis section
of this Annual Report.


https://www.capitalbank.co.in/investors

CAPITAL SMALL FINANCE BANK LIMITED

Y24

KEY HIGHLIGHTS

Gross Advances Deposits Asset Quality
¥6,160 crores ¥7,478 crores 2.8%/1.4%
+19%A CAGR +15%* CAGR GNPA/NNPA
+12% YoV el
ROA ROE CRAR
1.3% 14.6% 27.4%
Core CRAR 22.8%

2.5x 1.8x
Since FY19 Since FY19
Profit After Tax CASA Ratio Collection Efficiency
¥112 crores (FY24) 38.3% 98.3%
¥28 crores (Q4FY24)
+42%" CAGR
+19% YoY
+16% QoQ
Disbursements Retail Deposit Branch Network
¥2,068 crores (FY24) Ratio 177 Branches

- Across 5 States and 1 Union Territory
X676 crores (Q4 FY24) 92.9%
+76% QoQ

*All CAGR for FY19-FY24
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Local Roots, Expanding Horizons,
GOING PUBLIC

Birth (2000):

New Avatar (2016):

Local Area Bank

Local Roots

Small Finance Bank

Expanding Horizons

Re-energized (2024):
Public Listing

Going Public

Capital Local Area Bank began,
journey in 2000, dedicated to
providing essential banking
services to local communities.
We served as India's largest
local area bank for 16 years,
focusing on delivering all
financial needs under single
roof to small businesses and
individuals, fostering economic
growth at the grassroots level
with special emphasis on rural
and semi urban areas.

On April 24, 2016, Capital Local
Area Bank transitioned into
Capital Small Finance Bank.
With the Small Finance Bank
license from the Reserve Bank
of India (RBI), we expanded
our offerings to include a wider
range of financial products
and services. This change
enabled us to better serve the
underserved and unbanked
populations, promoting
financial inclusion catering to
middle income group segment.

LISTING ON

BSE”

February 14, 2024 marked

a significant milestone as
Capital Small Finance Bank
went public, listing on the stock
exchanges. This step provided
us with access to growth
capital for fast pace expansion
and brighter future. The public
listing signifies a new phase

of development, enhancing the
Bank's visibility and credibility in
the financial sector.




CAPITAL SMALL FINANCE BANK LIMITED

Advancing with Purpose,
BUILDING FOR TOMORROW

Headquartered in Jalandhar, Punjab, Capital Small Finance Bank (‘Capital SFB,’
‘We,” “The Bank’) commenced operations as India’s first small finance bank (SFB)

(&) &

in April 2016, following a conversion from Capital Local Area Bank. It was then

the country’s largest local area bank since January 14, 2000. Focussed on building
a retail-oriented banking franchise, the Bank is committed to providing middle-
income customers with access to affordable credit. This will help in solidifying our
position as one of the leading SFBs of India.

Key Differentiators

Targeted Market
Segment

Focuses on the middle-income group, with a
strong emphasis on rural and semi-urban areas.

To contribute to the
economic development of lasting and trustworthy
the area through innovative relationship with the local
ideas, technology and new community.

products.

@ To provide superior To maintain a long-
banking service, focused

on customers' needs.

Sector-Specific
Focus

©

Addresses agricultural needs, supports micro,
small, and medium-sized enterprises (MSMEs),
and provides tailored solutions for trading and
mortgages, particularly housing loans.

Diverse Loan
Portfolio

Ensuring a well diversified loan portfolio
while prioritising income generating loans.

@ Sturdy Performance and
Robust Asset Quality

Demonstrates exceptional growth and
maintains industry leading asset quality.

Retail Centric
Liability Base

Retail driven granular deposit base, with high
CASA and low-cost deposit.

Operational
Excellence

(%)

Upholds a consistent emphasis on secured lending,
robust customer engagement, structured underwriting
practices, and rigorous credit assessment.

4 Comprehensive
Product Range

Offers a wide array of asset and liability products,

including third-party services.

Risk Management and
Leveraging Technology
Implements robust risk management strategies and

leverages technology to enhance digital payment
methods and customer communication.
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CAPITAL SMALL FINANCE BANK LIMITED

Our Legacy

O 2000

» Capital Small Finance Local
Area Bank incorporated

» Started operations in
Jalandhar, Kapurthala, and
Hoshiarpur as a local area
bank

o 2011

» Total business of the Bank
crossed 1,000 crores

o 2013

» Expanded operations to
Ludhiana and Amritsar,
expanding outreach to five
districts

O 2016

» Launched operations as an
SFB

» Total business of the Bank
crossed ¥2,500 crores

e

(>

O 2021

» The total number of
customers of the Bank
reached ~6 lakhs

» Total business of the Bank
crossed ¥8,900 crores

0O 2020

» Equity of 3134 crores raised
through private placement

O 2019

» Total business of the Bank
crossed %6,000 crores

O 2018

®» Total number of branches of
the Bank crossed 100

O 2017

» Equity of ¥65 crores raised
through private placement

)

O 2022

» Net profit of the Bank rose
to %63 crores registering
a growth of 53.42% over
previous FY

o 2023

» Net profit of the Bank crossed
%93 crores registering a
growth of 50% over the
previous FY with total
business crossing the 12,000
crores mark

» Share of digital transactions
in non-cash transactions
increased to 81%

O 2024

» Listing on NSE and BSE

» Net profit of the Bank crossed
%100 crores

N

Contiguous Expansion in North India: We operate on a branch-based model with a significant presence in semi-urban
and rural areas. Over the years, we have expanded our SFB operations strategically in the north Indian states of Punjab,
Haryana, Rajasthan, Delhi, and Himachal Pradesh, as well as the union territory of Chandigarh. Herein, we offer our
banking services in a contiguous manner. Transforming Haryana into our growth frontier, we aim for deep penetration in
the existing markets, positioning ourselves as a leading SFB in India.
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Geographical Mix

Punjab 152

6 33

States & UT*

* represents Union Territory

1

Himachal Pradesh

2 Chandigarh

16 Haryana

Districts

177

Branches

o

Covporate
Overview

Rural-Urban Mix

24.3%

34.5%

B Rural Areas
B Urban Areas

41. 2%

B Semi-Urban Areas

$1

ATMs

Disclaimer: This map is a generalised illustration only for the ease of the reader to understand the locations and is not intended to be used for reference

purposes. The representation of political boundaries and the names of geographical features/states do not necessarily reflect the actual position. The Company

or any of its directors, officers or employees cannot be held responsible for any kind of misuse or misinterpretation of any information or design thereof.

ANNUAL REPORT 2023-24




CAPITAL SMALL FINANCE BANK LIMITED ﬁ

Bridging Gaps with

DIVERSE OFFERINGS

( Housing Loans:
x . : : ; ; , Construction, purchase, expansion of existin
At Capital SFB, we provide a comprehensive suite of financial services tailored 2 =P : - :
) ; . p - structures and for repairs/renovation of existing units.
specifically for the middle-income segment. With over two decades of expertise, ¢
" i el T t e d it dsop Loans Against Property:

WS LD DS a§se and liabifity solu .10ns Y r.nee g HTC Ay @ Setting-up of new businesses or expansion of existing

our customers. Our in-depth understanding of this demographic enables us to e als st e

offer personalised banking experiences, from secured lending to robust deposit

products, ensuring financial growth and stability for our clients. % 1 é 2 4 O 3

/ .
Gy =
Loan Portfolio Loan Book
o
ricultural
EliiEuitura Large Corporate Loans
Kisaf et A . . Providing credit to large corporates including NBFCs
To meet short-term credit requirements of farmers for and MEls
crop cultivation and funding of post-harvest expenses. i
Agricultural Term Loan:
To meet long-term credit requirements of farmers which
includes tractor loans, loan for agriculture equipment etc. y
GlEs ———————
%: ! : !9:3 1: ! Loan Book
/ °

crores
Loan Book
© o
MSME and Trading m
Small and Medium Enterprises: Auto Loans:
To provide traders/manufacturers, service enterprises To finance two wheelers and four wheelers like
funds for business expansion/purchase of machinery, scooters, cars, motorcycles etc.

equipment/ meet working capital requirements. PEre o Phans:

To meet personal expenses e.g., travel, family events,
medical expenses, educational expenses etc.

Commission Agent Financing:
To provide finance to commission agents against
receivables in the shape of advances to farmers and

| : ity of k/deb Gold Loans:

g S Scheme for consumption, domestic, and medical
reasons.

[ ] .
crores ————— ! . ay 5
Loan Book = : T -y \k crores
’ - N Sy P 1 Loan Book
o . ; s 2 A\
8 ANNUAL REPORT 2023-24 ANNUAL REPORT 2023-24 9




CAPITAL SMALL FINANCE BANK LIMITED

Deposit Portfolio

Savings A/C

Normal Savings A/C:

Offers hassle-free 24/7 access to funds via Internet
and Mobile Banking, a low ¥500 minimum balance
requirement, and added benefits of an ATM cum debit
card, mobile banking, internet banking, and at par
cheque book facility.

Capital Savings A/C:

Provides added advantages of ATM cum debit card,
mobile banking, internet banking and at par cheque
book facility.

Capital Saver Savings A/C:

Provides additional features of SMS Banking Facility
and free personal accidental insurance in addition to the
Normal and Capital Savings Accounts while maintaining
a slightly higher quarterly average balance.

Capital Super Saver Savings A/C:

In addition to the benefits offered by a capital savings
account, this account provides enhanced benefits on
maintaining a quarterly average balance of ¥10,000.

Basic Savings Bank A/C (Suvidha Bachat):
Promotes financial inclusion to empower more
communities, helping them to build financial resilience
and achieve their goals.

o

Capital E-Savings A/C:

Offers digital convenience with online account
opening, interest on savings, and banking via the
Capital Mobile+ App.

32,60/.33

crores

Savings Deposit Book

Current A/C

Normal Current A/C:

Offers basic banking services without minimum balance
requirements or transaction limits, and is tailored to the
needs of customers with small businesses.

Capital Current A/C:

Provides basic banking services without any transaction
limits and is specifically designed to meet the needs of
small businesses.

Capital Plus Current A/C:

Designed to suit the needs of SMEs, the minimum
quarterly balance required for a capital plus current
account is ¥50,000 in rural, semi-urban, urban, and
metro areas.

Capital Premium Current A/C:

Designed for large businesses that want to take
advantage of additional benefits by maintaining a higher
quarterly average balance.

Capital Flexi A/C:
Available for all persons and entities eligible to open
a current account. By maintaining a quarterly average

balance of ¥50,000, they can earn interest on funds
lying in their account through auto sweep in/out
facility.

RZTO0 o

crores ———
Current Deposit Book
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Covporate
Owverview

Term Deposits

Short-Term Deposit:

Offers simple interest and can be opened by any
individual, group of individuals, firm, corporate, or club
for a minimum period of 15 days and maximum of 364
days.

Cumulative Deposit:

Offers quarterly compounding interest and can be
opened by any individual, group of individuals, firm,
corporate, or club.

Quarterly Interest Deposit:

Enables to earn interest on savings on a quarterly basis
without having to worry about the principal amount
being impacted. This deposit can be opened for a
minimum term of 12 months and a maximum term of
120 months.

Monthly Interest Deposit:

Offers monthly interest pay out option for term
deposits and can be opened by any individual, group of
individuals, firm, corporate, or club.

Tax Saver Accounts:

Offers certain benefits such as a minimum deposit
amount as low as 2100 and thereafter in multiples of
%100, and can be availed by resident individuals and
HUF.

Recurring Deposit:

Earns interest on a quarterly basis and can be opened
for a minimum term of 12 months, with a maximum
term of 120 months.

o SR e L

crores

Term Deposit Book

NRE/NRO Accounts

» Offers NRE/NRO deposits accounts to NRI's falling
under the category as specified in FEMA

» Accounts may be held jointly with residents and/or
with non-residents

(o,
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CAPITAL SMALL FINANCE BANK LIMITED

Fee-Based Products

Insurance Products

Provides a range of insurance
products, including traditional life
insurance, term insurance, motor
insurance, property insurance, personal
accident insurance, health insurance
and travel insurance. Earned insurance
commission of 327 crore during FY24.

(o)

Remittances and Money Transfer Services

Provides customers with foreign remittance (AD 1) and
money remittance services in partnership with third-
party service providers.

(e,

Safe Deposit Lockers

Provides safe deposit lockers
to customers to store their
valuables for a fee.

3-in-1 Demat and Trading Account

Provides resident customers facility to enjoy
the benefits of 3-in-1 account having banking,
demat, and trading feature for seamless
transactions among them.

12
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Other Services

Branches

L7q

Branches Across India
As on March 31, 2024

(e,

179

ATMs Across India ——
As on March 31, 2024

o

ATM cum Debit Cards

» Offers classic debit card, classic business debit
card, platinum debit card and platinum business
debit cards

» All are RuPay branded and offer wide range of
services to our customers

(e,

Internet Banking

» Offers a variety of internet banking services, allowing
customers to conduct banking operations at any time,
on any day and from anywhere in the world

» Internet-banking platform handles remittance
services, such as, IMPS, NEFT, RTGS, IFT, bill payment,
non-financial transaction facility, statement of
account viewing and downloading facility, debit card
management, flight and hotel book facility, NACH
mandate management, positive pay, etc

Mobile Banking (Capital Mobile +)

Mobile banking services help customers maintain
a virtual connection with the Bank always.

(e,

Mobile Passbook (Capital Mobile Connect)

We provide a mobile e-book application designed to
offer our customers convenient access to their portfolios
without the ability to conduct financial transactions.

ANNUAL REPORT 2023-24




CAPITAL SMALL FINANCE BANK LIMITED

Letter from the
MANAGING DIRECTOR

Empowering
Middle Income
Segment’s
dreams through
Strategic Focus
for Sustainable
Growth.

-
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Dear Shareholders,

It is with immense pleasure that |
present to you the inaugural Annual
Report of Capital Small Finance Bank
(CSFB) post listing. As we celebrate
this milestone, | take the opportunity
to extend my heartfelt gratitude to

all our esteemed stakeholders—our
loyal customers, distinguished Board
of Directors, supportive bankers,
shareholders, committed employees
and our guiding force Reserve Bank
of India. Each of you has played

a pivotal role in our extraordinary
journey, and your unwavering
support and dedication have been
instrumental in our achievements.
For this, we are profoundly grateful.

Our strategy is founded on the
principles of financial inclusion and
sustainability, with the objective

of empowering individuals and
communities, especially in rural and
semi-urban areas and in middle
income group segment. We have
made a positive difference in the
lives of millions by offering access
to banking services, encouraging
entrepreneurship, and driving
economic development.

Macroeconomic
Environment

The global economic landscape
has been marked by significant
volatility and uncertainties,
presenting challenges that have
tested the resilience of nations and
businesses alike. Economic activity
remained strong during the global
high inflationary environment of
CY23. Growth in employment and
incomes remained steady, bolstered
by favourable demand and supply
developments that supported major
economies. This occurred despite
rising central bank interest rates
aimed at restoring price stability.

Several banks, including the
European Central Bank and the
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Federal Reserve, raised their nominal
interest rates as inflation and
inflationary expectations began to
rise. However, the effects of high
policy rates are now visible across
several economies. Fixed-rate
mortgages are resetting, and the
stock of pandemic savings—excess
household savings accumulated
beyond the pre-pandemic trend—has
been declining in major advanced
economies since 2022. Additionally,
with inflation expectations falling,
real policy rates are rising even in
regions where central banks have
not altered nominal rates. As a
result, the Federal Reserve has kept
its federal-funds rate target range at
5.25% to 5.5% since June 2023.

Replicating this trend, RBI's
Monetary Policy Committee

(MPC) decided to keep the repo
rate unchanged at 6.5% for the 8t
consecutive time. It also decided

to maintain the policy stance of
'withdrawal of accommodation’ in
the monetary policy. As outlined in
the April 3—April 5, 2024 bulletin,
monetary policy will remain in ‘risk-
minimisation mode' to align inflation
towards the target while supporting
growth.

Despite the ongoing global economic
headwinds affecting most leading
economies, the nations in the
Asia-Pacific region have emerged
as arare bright spot. Amidst this
landscape, India emerges stronger
than ever, as one of the fastest
growing economy in the world. The
strength and dynamism of India's
economy remain indisputable. This
is supported by a combination

of robust policy and regulatory
measures and the strong revival

of the private sector. On the path

of accelerated economic growth,
the country is driven by major
investments in manufacturing, new
age industries, ongoing government
spending, and improved efficiency

Covporate
Owverview

from better digitalisation and
infrastructure. India's growth
trajectory and immense potential
have captured the attention of
global investors and stakeholders,
positioning the country as a

key player in shaping the global
economic narrative.

As India continues its march
towards greater economic
prosperity, there is an increasing
need for a more robust financial
system. The future growth potential
of the banking sector in India has
created a very optimistic outlook
for CSFB. We are well-positioned

to benefit from the anticipated
robust credit disbursal and capital
investment cycle that will unfold as
the balance sheets of the corporate
and banking sectors strengthen.
Our strategic initiatives are tailored
to leverage these opportunities
effectively. Our approach is multi-
faceted, encompassing both
expansion and innovation to meet
the evolving needs of our diverse
customer base.

66

Despite the ongoing global
economic headwinds
affecting most leading
economies, the nations

in the Asia-Pacific region
have emerged as a rare
bright spot. Amidst this
landscape, India emerges
stronger than ever, as one
of the fastest growing
economy in the world. The
strength and dynamism

of India's economy remain
indisputable.




CAPITAL SMALL FINANCE BANK LIMITED

A Promising Start towards
a Brighter Future

The emergence of small finance
banks (SFBs) underlines the
Government & Reserve Bank of
India's commitment to promote
financial inclusion nationwide. Small
finance banks have played a crucial
role in extending access to a wide
range of financial products and
services for previously underserved
or excluded segments of the
population. SFBs specialise in key
areas such as small business loans
(SBL), agriculture, MSME finance,
vehicle finance, microfinance, and
affordable housing loans. They have
carved out a niche for themselves
as providers of financial solutions
tailored to the unique needs of

the low-income, self-employed
sector. In doing so, they are not only
facilitating financial empowerment
but also driving socio-economic
progress across communities, one
loan at a time.

At Capital SFB, we are passionately
committed to partnering in the
growth of the middle-income group
segment with special impetus on
rural and semi urban areas. We
believe that everyone deserves the
opportunity to achieve their financial
goals, and strive to support our
customers at every step of their
journey. When we extend a loan to
an individual, it goes beyond being
just financial assistance. It acts as a
catalyst for improving their livelihood
and, by extension, their family's well-
being. This financial empowerment
often leads to the creation of
employment opportunities, further
benefitting the community. By
enabling small businesses to thrive
and supporting entrepreneurs, we
contribute to the overall prosperity
of the local ecosystem. This positive
ripple effect amplifies our impact,

as each loan we disburse nurtures

a cycle of growth, resilience, and

shared prosperity. This further
reinforces our role as a pivotal player
in fostering economic development
and societal progress.

An important milestone in the
history of our Bank was the Initial
Public Offering (IPO) on February 14,
2024. We raised net fresh proceeds
of 450 crores, significantly
strengthening our Tier 1 capital.
With this growth capital, we are
confident in our ability to further
scale our business. Our Bank has
consistently delivered strong returns
for all stakeholders, especially our
investors. Given the robust Indian
macroeconomic environment, the
rising middle-income group, and the
strong fundamentals and growth
levers at our disposal, we are highly
confident in achieving fast-paced,
sustainable growth in the current
growth cycle.

Coming to our asset-liability
performance, our advances portfolio
is both secured and diversified,
designed to mitigate risk and
maximise growth opportunities
across multiple sectors. Our well-
diversified loan portfolio comprises
37% towards agricultural, 26%
towards mortgages, 19% for MSME,
8% for consumer lending, and 9%
for NBFC lending. As of FY24, our
portfolio stands out as one of the
most diversified, showcasing our
strong presence across multiple
asset classes.

Our liability franchise is strongly
retail-oriented, with retail deposits
comprising 92.9% of our total
deposits and maintaining a CASA
ratio above 38%. We are driven by a
customer-centric philosophy, aiming
to be the primary banker for our
target segment. Our comprehensive
suite of loan, deposit, and third-
party products is accessible through
single-window service, even at our
remote rural branches. This ensures
seamless access to a wide range of

financial solutions, enhancing our
customers' banking experience and
fostering long-term relationships.

Our streamlined credit assessment
and risk management processes
are designed to ensure the security
of our advances. Our credit
assessment matrix is based on the
risk profile of borrowers and we
employ a committee approach for
large value exposures, maintaining
prudent lending practices. In FY24,
our GNPA stood at 2.76% and
NNPA at 1.40% compared to 2.77%
and 1.36%, respectively in FY23,
reflecting our commitment to asset
quality with almost near zero write
offs.

66

Our credit assessment
matrix is based on the risk
profile of borrowers and
we employ a committee
approach for large value
exposures, maintaining
prudent lending practices.

We target to be the primary banker
to our customers and endeavour
to achieve this objective through a
mix of (i) large suite of our product
offerings; (ii) customer service
orientation; (iii) deeply entrenched
physical branch network; and (iv)
evolving digital channels of service
delivery.

Our experience as a local area

bank for over 16 years provides

us with a competitive edge in
understanding and growing our
customer base, which now exceeds
7,41,000 customers. This extensive
experience allows us to continue
delivering tailored financial solutions
that meet the evolving needs of our
customers.
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Integrating Technology

Recognising the critical role of
implementing technology in

our operations, we have carried

out substantial investments in
building technology infrastructure.
Additionally, we are utilising digital
tools to enhance both our operations
and the customer experience.

Our data analytics enable us to
identify cross-selling opportunities,
fostering effective customer
engagement. We deepen customer
engagement and interactions

by utilising digital channels and
analysing data-driven insights to
offer customised solutions. We are
also developing alternate digital
channels to expand our reach.

At Capital SFB, we are dedicated

to adapting to our clients'

needs, building customer trust,

and transforming the banking
experience. Our goal is to enhance
how banking services are accessed
and experienced. We are achieving
this by integrating physical and
digital (phygital) channels and
streamlining operations through
advanced technology. Our strategy
includes embracing new delivery
channels like self-service portals
and enhancing our existing channels
such as ATMs, mobile banking,

and internet banking. We aim to
increase customer adoption of these
channels, ensuring a seamless and
efficient banking experience for all.

Commitment to ESG

The banking sector is evolving

with an increasing focus on ESG
practices. This trend is shaping
banks' operations and influencing
investors' decisions, making ESG

a critical factor for sustainable
banking. At Capital SFB, we actively
prioritise ESG in our banking
operations. We integrate ESG
standards and objectives into
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our policies and priorities. This
demonstrates our commitment to
ESG consciousness. By exploring
new avenues aligned with our
ESG values, we aim to tap into
the revenue potential of our ESG
principles.

Way Forward

As we move forward, our primary
objective is to drive accelerated
growth through a contiguous
branch expansion strategy, initially
targeting major growth areas

and then deepening our presence
in surrounding territories. This
approach ensures strategic market
share capture and strong regional
presence.
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At Capital SFB, we are
dedicated to adapting

to our clients’ needs,
building customer trust,
and transforming the
banking experience. Our
goal is to enhance how
banking services are

accessed and experienced.

We are achieving this

by integrating physical
and digital (phygital)
channels and streamlining
operations through
advanced technology.

Leveraging our growth capital, we
aim for an accelerated growth in
our secured loan portfolio across
key segments like MSME, trading,
mortgage, and agriculture. We plan
to raise our CD ratio to the mid

to high 80s by FY25, enhancing
our net interest margin. Our

focus on operational efficiencies,
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transforming branches into cash
cows, and increasing fee income will
further boost margins.

We will continue our organic growth
model and expand alternate delivery
channels, emphasising middle-
income group opportunities for
sustainable growth.

Closing Note

As we celebrate our achievements
in an era of robust economic growth
and transformative government
reforms, we are poised to lead in
empowering aspirations and driving
India's economic progress.

| extend heartfelt gratitude to

our invaluable stakeholders—

the Reserve Bank of India, state
governments, regulatory authorities,
esteemed Board members,
shareholders, cherished customers,
and our dedicated workforce. Your
unwavering support fuels our
journey.

With a solid foundation and forward-
looking strategies, we envision

a future defined by innovation,
inclusive growth, and sustainable
development. Together, let's
continue shaping a dynamic and
prosperous tomorrow.

Thank you for your steadfast
partnership.

With regards,

Sarvjit Singh Samra,
Managing Director and
Chief Executive Officer
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From the
EXECUTIVE DIRECTOR’S DESK

Smooth

Seas Do Not
Make Skillful
Sailors.

-
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Dear Stakeholders,

I am delighted to once again connect
with you through our annual report,
a moment | always eagerly await.

| trust this message finds you in
good health and spirits, filled with
resilience and vigour, much like our
institution, which stands leaner and
stronger today.

At the heart of our mission lies a
commitment that extends far beyond
our role as a lender or deposit
sourcer. We aspire to empower our
clients, bolster their confidence,

and adeptly navigate the evolving
landscape. This steadfast dedication
not only secures a brighter future

for them but also fortifies our Bank's
foundation.

Our dedication to our foundational
principles of providing security,
building trust, compliance-
orientation, and maintaining strong
governance ecosystems has guided
us through turbulent times. The
achievements we celebrate this year
are the culmination of the dedication
of our talented team and the support
of all stakeholders, including you,
our valued shareholders.

Operating Environment

Our enthusiasm is grounded in
India, a country that has become

a worldwide case study for its
resilience and spirit to resurge
against all odds. The country
remains enticing with its promising
talent pool, strong domestic market,
resilient supply chains, and the
spirit of self-reliance. It also aims
to become an ideal manufacturing
destination for the world. Global
enterprises are revising their
strategic plans to include India,
believing that the country will be a
crucial lever driving their progress.
Some have already set foot on Indian
soil.
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India's economic resilience and
stability are underpinned by

the Government's substantial
investments in infrastructure

and local manufacturing, along
with the consistent performance

of service industries. Economic
momentum remains steady, driven
by robust urban demand and a
gradual recovery in rural areas.
The significant role of public sector
investments cannot be overstated in
fostering these progressions.

In FY24, India's real GDP expanded
at an estimated 6.9%. Growth was
underpinned by robust domestic
demand, strong investment activity
bolstered by the government's push
for investment in infrastructure,
and buoyant private consumption,
particularly among higher income
earners. The composition of
domestic demand also changed,
with government consumption being
lower due to fiscal consolidation.
Growth in India is projected to
remain stronger going forward.
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Growth was underpinned
by robust domestic
demand, strong investment
activity bolstered

by the government's

push for investment in
infrastructure, and buoyant
private consumption,
particularly among higher
income earners. The
composition of domestic
demand also changed, with
government consumption
being lower due to fiscal
consolidation.
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Coming to the SFB space, SFBs
have increased their market share in
the banking industry’s advances in
recent years, the increase remains
relatively marginal. They have
focussed on building a liability
franchise comparable to universal
banks by offering relatively higher
interest rates to depositors. The
outlook for SFBs is highly positive.
As more Indians enter the formal
economy, the demand for credit is
expected to grow. SFBs are well-
positioned to meet this demand by
leveraging their niche market reach
and focussing on financial inclusion.

Our Focus

"The gem cannot be polished
without friction, nor man perfected
without trials.”

By successfully raising ¥523 crores
in capital, including 450 crores
from our highly successful IPO
listed on February 14, 2024. This
infusion of growth capital marks a
new chapter in our journey, enabling
us to move forward with confidence
and sustainability. With this capital,
we are well-positioned to seize

the abundant opportunities ahead,
further strengthening our market
position and enhancing value for our
stakeholders.

Our growth trajectory mirrors

our rapid maturation, despite our
youthfulness, we confronted the
challenges of COVID-19 without

the safety net of vaccines, relying
instead on sheer determination,
perseverance, and unwavering belief.
This unforeseen crisis has fortified
our resilience and strengthened our
organisational immunity.

Over two decades, we have re-
affirmed our focus on middle-
income customer segment. Our
commitment to serving this
segment is firm, as reflected in our
diversified credit portfolio. It has
shown remarkable growth, reaching



CAPITAL SMALL FINANCE BANK LIMITED

6,160 crores at a CAGR of 19%.
Our loan book is diversified across
agricultural, mortgage, MSME, and
other sectors, with a zero direct
exposure to microfinance, ensuring
a robust and secure lending
platform We take pride in being a
secured lender, with 99.9% of our
portfolio being secured. Of this, 86%
is collateralised with immovable
property or the bank’'s own fixed
deposit receipts (FDRs).

On the liability side, our retail-
focussed strategy has borne fruit,
with deposits growing to 37,478
crores at a CAGR of 15%. Our

retail deposit share stands at an
impressive 92.9%, supported by a
high CASA ratio of 38.3%, which
has significantly lowered our cost
of deposits. Additionally, our stable
deposit base is reflected in a high
rollover ratio of 91.15%, underlining
the trust and stability we provide to
our depositors.

Our financial performance has

been exceptional, with consistent
profitability growth reflected in a
Profit After Tax (PAT) of 112 crores
at a CAGR of 42%. Our return metrics
have shown sustained improvement,
with a Return on Assets (ROA) of
1.3% and Return on Equity (ROE) of
14.6%, marking significant growth
since FY19. The drivers for this
growth include an improving CD
ratio resulting in acceleration in
NIM, operating leverage benéefits,
and increasing non-fund-based
income. Our unwavering focus

on retail deposits has yielded
outstanding results, contributing to
our remarkably low cost of funds
and cost of deposits, standing at
5.8% and 5.6%, respectively. We are
continuously striving to increase

our CD ratio which has increased

by 11.5 percentage points since
FY21, reaching an average of 79% for
FY24.

*All CAGR for FY 19-FY 24

The recent IPO has further boosted
our capital adequacy ratio, which
now stands at a robust 27.4% for
FY24. This influx of funds has not
only enhanced our financial strength
but also serves as a catalyst for
the growth of our loan book. Our
Liquidity Coverage Ratio (LCR)

for FY24 was 248.5%, reflecting
our sound liquidity management
practices and providing a strong
foundation for sustainable growth.

Our asset quality remains robust,
with GNPA at 2.8% and NNPA at
1.4%, showcasing our prudent
underwriting and risk management
practices. We take pride in our
conservative approach to lending,
ensuring that loans are secured
primarily for productive purposes
with a focus on maintaining a
healthy customer engagement.

Our commitment to sound credit
assessment practices is reflected in
our well-defined credit assessment
matrix, which is tailored to the risk
profile of borrowers.
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We take pride in our
conservative approach

to lending, ensuring

that loans are secured
primarily for productive
purposes with a focus

on maintaining a healthy
customer engagement.
Our commitment to
sound credit assessment
practices is reflected in
our well-defined credit
assessment matrix, which
is tailored to the risk profile
of borrowers.

Customer Centricity

“The customer stands at the heart
of our operations, with digital
innovation driving transformative
change, and our dedicated
employees serving as the linchpin.
Together, service excellence and
robust governance principles form
the bedrock of our organisation.”

Our mission is to create a bank that
fulfils the long-held desires of our
customers. By actively listening

to their needs, responding to their
preferences, and sparking their
imagination, we have consistently
taken strides towards deepening our
understanding of our customer base.
We are offering holistic product

suit focusing on their Personal
Banking and Commercial Banking
requirements.

Operating on a branch-led business
model, we have a significant
presence in semi-urban and rural
areas. Our contiguous branch
expansion strategy involves first
entering major business growth
areas of new geographies with

loan products. We then expand our
presence in neighbouring territories,
emphasising on deposits and cross-
selling other products after building
strong customer relationships.

Our customer-centric approach,
which has been our hallmark since
our establishment as a local area
bank (LAB), sets us apart. We
consistently aim to captivate the
imagination of our valued customers
and continuously elevate our
customer-centric initiatives. Their
needs are paramount to us, and
we strive to come up with unique
solutions to meet their ever-
evolving requirements. Putting our
customers' needs at the forefront,
we relentlessly provide unique
solutions that cater to their needs.

We aim to be the 'Primary Banker’
for our clients, allowing us better
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visibility into borrower cash flows.
This, combined with our dedicated
customer relationship team, ensures
that we maintain strong customer
engagement. Our credit cost as of
March 2024 stands at a low 0.1%,
highlighting the prudence of our
lending practices. We take pride

in having one of the most secured
asset portfolios in the lending
industry, reflecting our commitment
to responsible banking practices.
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We aim to be the ‘Primary
Banker’ for our clients,
allowing us better visibility
into borrower cash flows.
This, combined with

our dedicated customer
relationship team, ensures
that we maintain strong
customer engagement.
Our credit cost as of March
2024 stands at a low 0.1%,
highlighting the prudence
of our lending practices.

Digital is Transformational

In line with our objective of
continuously adapting to the
ever-evolving business landscape,
we have leveraged technology to
improve our performance on several
fronts. Data-driven insights have
allowed us to formulate a focussed
expansion strategy as we seek to
capture the most promising markets
in our vicinity. Furthermore, we seek
to offer an enhanced omni-channel
experience to ensure well integrated
solutions to our customers.
Digitisation has enabled efficiencies
across our processes, leading to
substantial improvements in our
overall performance.
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Furthermore, we seek to
offer an enhanced omni-
channel experience to
ensure well integrated

solutions to our customers.

Digitisation has enabled
efficiencies across our
processes, leading to
substantial improvements
in our overall performance.

The omnipresence of digital
technology, coupled with the
transformative potential of Al,
signifies a paradigm shift in our
approach. We are fully committed
to continuous reinvention through
the integration of cutting-edge
technologies on a daily basis. While
our journey is ongoing and ever-
evolving, we recognise the critical
importance of cybersecurity in the
digital realm, ensuring both our and
our customers' safety.

We are dedicated to optimising
operational efficiency by expanding
and refining our branch network.
Leveraging our bancassurance
partnerships, we intend to
capitalise on cross-selling
opportunities, fostering revenue
growth and bolstering profitability.
These initiatives underscore our
commitment to advancing customer
experience and operational
excellence in the digital age.

Conclusion

The expected outcomes of our
strategic initiatives include
significant growth in our loan
portfolio, supporting the economic
development of the regions we
serve. By increasing our credit-to-
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deposit ratio, we aim to improve

our NIM and overall profitability.
Ultimately, our strategies are
designed to enhance profitability
and ROA, demonstrating our
commitment to creating sustainable
value for our stakeholders.

| express my profound appreciation
to our customers, shareholders,
channel partners, regulators,
advisors, vendors, and all other
stakeholders for their trust and
support. Your belief in us motivates
us to pursue excellence every day.
Together, we take pride in being
part of a transformative movement
towards financial inclusion.

Thanking You.

Warm Regards,

Munish Jain,
Executive Director
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Building on Strengths:
PAVING THE WAY FORWARD

Our Competitive Advantage

a 5
Streamlined Credit
With over 20 years of experience in the banking industry, our strengths are rooted Retail Focussed Professional and Assessment and
in customer-centric approach and strategic growth. Our core values of trust, gLy e 8wk TR
] K i Franchise Leadership Processes
transparency, and community focus have been the pillars of our success. With an @
extensive reach across North India, we provide personalised banking solutions for

every family. These strong foundations have driven us to excel in both operational

o
. : : f S
and financial metrics, paving the way for a robust and brighter future. ‘@’
v
Sturdy Growth Commitment Secured and
Trajectory to Customer Diversified

Satisfaction Advances Portfolio

We are proud of our exceptional achievements, including maintaining one of the lowest gross non-performing assets
(GNPAs) in the industry, thanks to our strengths. Our effective credit and risk management practices have been pivotal in

sustaining the financial health of our institution. Guided by our experienced leadership team, we are confident of realising our
ambitious goals while empowering the dreams of many.

By continually capitalising on our core strengths, we are committed to furthering our vision of a financially inclusive future
and serving our customers with excellence and integrity.
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Retail Focussed Liability

Sturdy Growth
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Commitment to Customer

Streamlined Credit Assessment and

Secured and Diversified
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Trajectory

Leadership

Satisfaction

Risk Management Processes

Advances Portfolio
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Leveraging Our Strength as a

RETAIL-FOCUSSED
LIABILITY FRANCHISE

our business.

Comprehensive Banking
Products

We have a comprehensive range of products—including
savings bank deposits, current deposits, term deposits, NRE
and NRO deposits, and tax saver deposits. This enables us
to cater to the diverse needs of our customers across rural
and semi-urban areas and penetrate deeper into our target
markets.
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At Capital SFB, we position ourselves strategically as a strong retail-focussed

liability franchise. This can be attributed to a deep relationship-based approach, @
a contiguous branch network, and a focus on customer-centric services. With

aloan book of 36,160 crores and an average ticket size of I14.2 lakhs, we have

established a granular and diversified portfolio that generates significant value for

Robust Financials

We have achieved healthy growth in FY24, with total
deposits soaring to 7,478 crores, reflecting a robust 15%
CAGR from FY19. Our CASA ratio stands strong at 38.3%
with an interest rate of 3.5% on savings bank accounts, and
a rollover ratio of 91.15%. This showcases the success of
our deposit mobilisation strategies and the stability of our
deposit base.

We focus on granular and retail-centric deposits, with
marginal bulk deposits, as evidenced by our top 20
depositors accounting for only about 7% of total deposits.
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Retail Focused (in %)
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All Leading to Low Financing Cost (in %)

B Cost of Deposits m Cost of Funds

Strong Brand Equity

Our brand equity has been enhanced

by increased brand recognition and
effective marketing efforts, significantly
strengthening our liability franchise and
improving our brand visibility.
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Franchise

Loan Disbursement (% in crores) Average CD Ratio (in %)

Moving on a Promising and

STURDY GROWTH TRAJECTORY

Retail Focussed Liability

. — h R e FY 23 1,990.67 FY 23 77.96
2 2>
r.i § | At CFSB, we are committed to customer service, professional excellence, FY 22 184263 FY 22 7063
:g = prudent financial management and continuous innovation. By doing so, we have @
° consistently delivered strong financial performance, maintaining our reputation for FY 21 1,345.22 FY 21 67.50
reliability, trustworthiness and performance.
FY 20 1,340.00 FY 20 68.74
©
7]
b
g
o % Loan Book (% in crores) Total Deposits (Z in crores) Profit After Tax (% in crores) Net Total Income (% in crores)
g3
S
2 FY 24 6,159.80 FY 24 (47774 FY 24 111.53 FY 24 413.23
3
. FY 23 5,507.27 FY 23 6,560.62 FY 23 93.60 FY 23 371.46
_ FY 22 4,688.70 FY 22 6,046.36 FY 22 62.57 FY 22 309.47
(1)
£
‘§ - FY 21 3,762.99 FY 21 5,221.07 FY 21 40.78 FY 21 244 47
o 90
g -g FY 20 332567 FY 20 4,446.62 FY 20 25.38 FY 20 215.59
€
£
3

1 20/0 YoY Growth 1 9 O/O CAGR 1 40/0 YoY Growth -l 50/0 CAGR ] 9 0/0 YoY Growth 42% CAGR 1 1 0/0 YoY Growth 200/0 CAGR

g 2 Balance Sheet Size (% in crores) Net Worth (Capital + Reserves) (% in crores) Net Interest Margin (in %) Net Non-Performing Assets (NPA) (in %)

g £

25 rv2s 9,295.28 FY 24 1,197.42 FY 24 FY 24 1.40

% § FY 23 7,990.77 FY 23 610.61 FY 23 A FY 23

S =

a FY 22 7,153.92 FY 22 515.78 FY 22 3.74 FY 22 1.36
FY 21 6,371.24 FY 21 450.79 FY 21 3.40 FY 21 1.13
FY 20 5,329.88 FY 20 406.78 FY 20 3.62 FY 20 1.25

-I 6 O/O YoY Growth -l 7 0/0 CAGR 9 6 0/0 YoY Growth 3 7 0/0 CAGR (’\ZIZIEGR represents FY19-FY24

YoY Growth pertains to the growth in FY24 over FY23

Secured and Diversified
Advances Portfolio
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Retail Focussed Liability
Franchise

Return on Assets (in %) Return on Equity (in %) Capital Adequacy Ratio (CAR) (in %) Earnings Per Share (in ¥)
S
22
g5 FY 24 27.39 FY 24 30.65
> .2
T ®©
2 = FY 23 1.22 FY 23 16.62 FY 23 18.87 FY 23 27.35

FY 22 0.92 FY 22 12.95 FY 22 18,63 FY 22 18.41

-
% FY 21 0.70 FY 21 9.51 FY 21 19.80 FY 21 12.04
]
g % FY20 052 FY 20 .72 FY 20 19.11 FY 20 818
E3
-g iigldicn Agiancssiinge) Eostetbepaieiing As one of the leading SFBs in India, we have demonstrated noticeable performance across several key metrics in FY24. Our
o

cost of funds is the lowest among SFBs, and we lead the sector with the highest retail deposits and CASA ratio, surpassing
both SFBs and private sector banks.

FY 24 11.10 FY 24

Over the past two fiscals, we have demonstrated consistent growth in Return on Assets (RoA) and Return on Equity (RoE).

] Our retail-centric business model, where advances are primarily funded by stable and low-cost retail deposits, is evidenced
£

2 FY 23 L0 FY 23 250 by a high deposit-to-loan ratio of 121.4% as of FY24.

= £

3 -% FY 22 10.89 FY 22 5.02 Our asset quality has remained resilient through major market events such as demonetisation, GST implementation,
§ 5 the IL&FS crisis, and the COVID-19 pandemic. This highlights our robust credit underwriting practices and strong asset
.-E- a FY 21 11.26 FY 21 5.68 management.

£

o

° FY 20 11.57 FY 20 6.10

-]

g P Return on Average Advances (in %) Cost of Funds (CoF) (in %)

g §

2 8

Q >

s 1.98 FY 24 5.82

5

2 g FY 23 1.89 FY 23 5.11

E g FY 22 1.56 FY 22 5.20 -~ 4
g S
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Secured and Diversified
Advances Portfolio
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Leveraging the Strengths of a

PROFESSIONALAND
EXPERIENCED LEADERSHIP

Our Board and Senior Management Team are composed of highly qualified and
experienced professionals with deep expertise in the financial services industry. @
Their extensive knowledge of various business and interest rate cycles equips them

to navigate and lead through diverse economic environments.

Our leadership team is diverse in nature. This helps them in successful execution of a wide range of strategies, managing a
broad spectrum of products and services, and adeptly navigating the risks of the banking industry. They are supported by a
skilled and knowledgeable team of trained professionals at our head office and branches, who bring valuable local insights

and connections.

Board of Directors

Mr. Navin Kumar Maini is an
Independent Director and Part

Time Chairman of Capital SFB. He
holds a bachelors' degree in law

and science (honours) from the
University of Delhi. Further, he also
has a postgraduate diploma in
international trade from the Indian
Institute of Foreign Trade, a certificate
of participation in the NIBM-Stanford
Advanced Management Programme
presented by the Stanford University
Graduate School of Business,

and a post-graduate diploma in
management from the Management
Development Institute. Mr. Maini

has completed an executive course
on Financial Institutions for Private
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Mr. Navin Kumar Maini

Enterprise Development, conducted
by the Harvard Law School and the
International Institute for Advanced
Studies. He is also a certified
associate of the Indian Institute of
Bankers. Mr. Maini has over four
decades of experience in the banking
industry. He has previously served

as the deputy managing director of
SIDBI and been associated with the
Industrial Development Bank of India
and United Commercial Bank. He has
also served as a director of various
entities, including SIDBI Trustee
Company Limited, SIDBI Venture
Capital Limited, National Credit
Guarantee Trustee Company Limited,
India SME Asset Reconstruction

Part-Time Chairman and Non-Executive Independent Director

Company Limited, NSE Clearing
Limited, Bhartiya Samruddhi Finance
Limited, and Acuite Ratings and
Research Limited. He currently
serves as a director of Subhlakshmi
Finance Private Limited and Member
of Advisory Council of Ananya
Finance for Inclusive Growth Private
Limited, Arthimpact Digital Loans
Private Limited and IVY Cap Ventures
Trust Fund I.
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Mr. Sarvjit Singh Samra

Managing Director and CEO

Mr. Sarvjit Singh Samra is the
Managing Director and Chief
Executive Officer of Capital SFB. He
holds a bachelor's degree in arts
and a master's degree in business
administration from Guru Nanak Dev
University. Mr. Samra has over 36
years of experience in the banking
and financial industry in various
leadership and senior decision-
making positions. He has been
associated with the Bank since its
inception and been instrumental

in its conversion from a local area
bank to an SFB. Mr. Samra has
previously served as the Managing
Director of various asset financing
companies. In addition to his current
position as the Managing Director
and Chief Executive Officer, he boasts
a distinguished history within the
Bank, having previously served as a
Chairman for a period of over three
years.
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Mr. Munish Jain
Executive Director

Mr. Munish Jain is the Executive
Director of the Capital SFB. He holds
a bachelor's degree in commerce
from Guru Nanak Dev University. He
is a fellow member of the Institute
of Chartered Accountants of India
and a fellow member of the Institute
of Company Secretaries of India.

He has over 23 years of experience
in the banking sector, including
finance, compliance, treasury,
strategic decision making and
execution of strategic decisions.

He has completed programmes on
leadership of banks and financial
institutions, advanced corporate
finance and risk modelling and
management from the Indian Institute
of Management, Ahmedabad. He
has also completed a programme on
the International Financial Reporting
Standards from the Reserve Bank of
India and the 'Strategem —Strategy
Meets Leadership Programme' from
INSEAD, Fontainebleau, France.

He has previously served as the
company secretary of the Bank and
has been associated with our Bank
since 2000. He was appointed as our
Chief Operating Officer in 2014 & the
Executive Director in August 2023.

Mr. Dinesh Gupta

Non-Executive,
Non-Independent Director

Mr. Dinesh Gupta is a Non-Executive
Director of Capital SFB. He holds a
bachelor's degree in commerce and
law from Guru Nanak Dev University.
He is also a fellow member of the
Institute of Company Secretaries

of India and has received the Lean
Six Sigma Green Belt Certificate
from Benchmark Six Sigma. Mr.
Gupta currently serves as a director
of DSB Law Group Private Limited.
He was director of DSB Edutech
Private Limited. He is a Practising
Company Secretary and Managing
Partner of M/s Dinesh Gupta & Co.,
Company Secretaries. He has over
35 years of experience in finance,
taxation, corporate laws, corporate
restructuring, commercial laws,
banking, and business process
management, among other things.
Mr. Gupta also practised as an
Advocate in the Punjab and Haryana
High Court from 1988 to 1992.

He previously held the position of
Director of Capital Local Area Bank
Limited from 2007 to 2015.
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Retail Focussed Liability
Franchise

Sturdy Growth
Trajectory

- Mr. Srinath Srinivasan Mr. Mahesh Mr. Balbir Singh Mr. Nageswara Rao Mr. Gurpreet Singh Mrs. Rachna Dikshit
E Non-Executive Non-Independent Parasuraman Non-Executive Non- Yalamanchili Chug‘ Non-Executive Independent Director
g‘ 2 (N?minee Diiselpls Oman,India Non—I?:xecut?ve Non—Inde.pendent. In.dependent (Nominee ; Non-Executive Independent Director Non-Executive Independent Director
5% Joint Investment Fund - 11) (Nominee Director — Amicus Capital Director — Small Industries o . . L. "
‘_% _‘% ‘ "~ . Private Equity | LLP and Amicus Development Bank of India) Mr. Nageswara Rao Yalamanchili is Mr. Gurpreet S|.ngh Chug is < Rgchna DIkShI’[IIS an Independent
g 9 Mr. Srlr\ath Srlnlvasan i Non- Capital Partners India Fund 1) an Independent Director of Capital Independent Director of Capital SFB. Director of Capital SFB. She holds a
3 Executive Director of Capital SFB Mr. Balbir Singh is a Non- SFB. He holds a bachelor's degree He holds a bachelor's degree in bachelor's degree in arts from the
S and a nominee of Oman India Joint Mr. Mahesh Parasuraman is a Executive Director of the Bank in commerce from the Nagarjuna arts and law from the Guru Nanak Lucknow University and master's
a Investment Fund Il on our Board. Non-Executive Director of the Bank and nominee of SIDBI. He holds University. He is also a certified Dev University. He also holds the degree in arts from the University
He holds a bachelor's degree and a nominee of Amicus Capital a master's degree in business associate of the Indian Institute of qualification of Licentiate from the of Allahabad. She is also a certified
in engineering (electronics and Private Equity | LLP and Amicus administration from the Himachal Bankers. Prior to joining our Board of Insurance Institute of India. Mr. Chug associate of the Indian Institute of
5 communication) from the National Capital Partners India Fund | on our Pradesh University. He is currently Directors, he has held the positions has previously been associated Bankers. She was previously the chief
E Institute of Technology, Karnataka, Board. He holds a bachelor's degree designated as the General of General Manager and Executive with Global Financial Services as its general manager at Reserve Bank of
§ s Mangalore University and a master's in commerce from the Bangalore Manager and Regional Incharge Director in the Vijaya Bank. He was President and M/s. Steel Products India.
e degree in business management from University and is an associate of the Chandigarh Regional Office also the officer on special duty and (India) as its Proprietor. He currently
5z the Asian Institute of Management, member of the Institute of Chartered of Small Industries Development Whole-Time Director at Syndicate serves as the Managing Director
E g Manila, Philippines. Further, he has Accountants of India. He is also Bank of India. He has over 26 Bank. Mr. Rao also served as an of Pioneer Assurance Consultants
E completed an executive education a member of the Institute of Cost years of experience with almost Executive Director at the Bank of Private Limited.
3 programme on leadership skills for top and Works Accountants of India. 20 years of vast experience in Maharashtra.
management from the Indian School Mr. Parasuraman is also currently promotion and development of
of Business, the Blue Ocean Strategy a director of AAUM Investment micro small medium enterprises
o Programme — India Edition from Advisers Private Limited and a (MSMES). He has also served
,E o INSEAD; executive programme in luxury designated partner in Amicus India on many senior positions and
£ § brands from the SDA Bocconi School Capital Partners LLP, Pluralequity been designated as Nominee
§ § of Management; and an Independent Partners LLP, Plurality Partners LLP, Director on the Board of various
ﬁ ; Directors Certification programme Amicus Capital Private Equity Il LLP Companies.
= g conducted by Hunt Partners, KPMG and Amicus Capital Private Equity |
3 % and Board Evaluation. Mr. Srinivasan LLP. He is a nominee director on the
E é has previously served as the country board of D2C Consulting Services
T ¥ head for the private equity business Private Limited and nominee director
E & of Rand Merchant Bank in India and on the board of Wonderchef Home
2 has been associated with Reliance Appliances Private Limited and an
Capital Asset Management Limited. In independent director on the board of
2011, he was appointed as the Chief Sundaram Home Finance Limited.
Investment Officer of Oman India He has over 25 years of experience
- Joint Investment Fund Management and was previously associated
) Company Private Limited. He has been with Carlyle India Advisors Private
4 1_3 serving as the Chief Executive Officer Limited (an affiliate of the Carlyle
5 E of Oman India Joint Investment Fund Group), Ernst & Young LLP and Arthur
.§ § Management Company Private Limited Andersen & Associates.
K E since 2012. He was also elected to the
§ 2 executive council of the Indian Venture
(72}

Capital Association in 2015 and has
served two consecutive terms thereon.
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CAPITAL SMALL FINANCE BANK LIMITED

Mr. Kamaldeep Singh
Sangha

Non-Executive Independent Director

Kamaldeep Singh Sangha is an
Independent Director of Capital
SFB. He holds both bachelor's and
master's degree in arts from the
Punjabi University, Patiala. He also
served as the managing director

of Punjab State Cooperative Bank,
deputy commissioner of Amritsar
and Fatehgarh Sahib, secretary to
Punjab State Agricultural Marketing
Board and in addition secretary to
Punjab State Rural Development
Board. He has previously served as
the managing director of MILKFED,
the Punjab State Cooperative Milk
Producers' Federation Limited after
retiring from the Indian Administrative
Service.

Mr. Sukhen Pal Babuta

Non-Executive Independent Director

Sukhen Pal Babuta is an
Independent Director of our Bank.
He holds a bachelor's degree in
science from the Punjab University.
He is a certified associate of the
Institute of Chartered Accountants
of India since 1987 and an
insolvency professional registered
with the Insolvency and Bankruptcy
Board of India. He has previously
served as a director on the board of
directors of Punjab & Sind Bank.

Mr. Sham Singh Bains

Non-Executive Independent Director

Mr. Sham Singh Bains is an
Independent Director of Capital
SFB. He holds a bachelor's degree
in arts from the Guru Nanak Dev
University, Amritsar. He has vast
experience in agriculture.

Specialised Board Areas:

» Banking » Taxation & Audit »  Agriculture

» Finance » Law »  SSI Taxation

» Cooperation »  Rural Economy »  Business Advisory

»  Marketing » Information Technology »  Public Administration
» Accountancy » Risk Management

54 7%

Independent Directors on
the Board

34

Sie

Years

Average Age of Board
Members

34

Years

Average Experience of
Board Members

ANNUAL REPORT 2023-24

Covporate
Owverview

f

Leadership Team

Mr. Sarvjit Singh Samra Mr. Munish Jain

Managing Director & CEO Executive Director

Mr. S.K. Dhawan Mrs. Richa Mahajan Mr. Raghav Aggarwal Mr. Anuraj K. Bhardwaj

Head of Credit Chief Compliance Officer Chief Risk Officer Head of Credit (Retail)

Mr. Aseem Mahajan Mr. Sahil Vijay Mr. Harvinder Singh Mr. Parun Gupta

Chief Financial Officer Chief Treasury Officer Chief Information Officer Chief Marketing Officer

Mr. Varinder Shoor Mr. Arvind Dutt

Mr. Kamal Tandon

Mr. Manoj Sodhi

Regional Business Head Regional Business Head Regional Business Head Regional Business Head
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CAPITAL SMALL FINANCE BANK LIMITED

Upholding Our Promise to

CUSTOMER
SATISFACTION

For us, customer-centricity stands for deeply understanding and addressing the

unique needs of each customer through a comprehensive range of services under @
one roof. This approach guarantees that every customer, from individuals to small
businesses, receives exceptional convenience and support, establishing us as a

premier one-stop financial hub.

Our commitment to customer-centricity is reflected in our tailored financial solutions, extensive branch network, digital
integration, and relationship-based banking approach. By focussing on the middle-income segment and ensuring
comprehensive, accessible banking services, we continue to build lasting relationships and foster financial inclusion across
India. This dedication to customer service, backed by a comprehensive suite of products and a strong support system,

positions the Bank as a leading and trusted financial partner.

Initiatives for Customer Satisfaction

Branch Network Driven Strategies

Through a strong branch-based model, we ensure
accessibility in semi-urban and rural areas, reflecting

our dedication to personalised customer service. Our
strategic expansion of branches across five states and one
union territory reinforces our commitment to deep local
engagement and relationship-based banking, enabling us
to better understand and respond to customer needs.

/8.6

CTOreS: s Hw —ali
Business Per Branch

ol

crores
Business Per Employee
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Retail-Oriented Liability Franchise

Our liability franchise is predominantly retail-focussed, with
retail deposits making up 92.9% of our total deposits. With
a strong CASA ratio of over 38% and a stable savings bank
interest rate of 3.5%, we emphasise on a relationship-based
deposit framework that provides both stable and low-cost
deposit base.

33.3%

CASA Ratio

G LA

Retail Deposit Composition
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Digital Empowerment

By embracing technology, we have dramatically

improved customer experience, with our share of

digital transactions in non-cash transactions reaching
85% by FY24. Utilising data-driven insights, we deliver
personalised financial solutions and enhance collection
efficiency through advanced early warning systems. Our
digital integration ensures that customers can access
banking services seamlessly and securely from anywhere.

. 54%

Digital Transactions
I EY21sto

3976

Digital Transactions -
in FY24

Focus on Customer Relationship

Our branch-led acquisition strategy focusses on building
strong and enduring customer relationships. From the initial
engagement, customers receive personalised financial
advice and streamlined processes for both loan origination
and deposit services. Dedicated relationship managers
offer ongoing support, from managing loan repayment
schedules to providing additional financial planning. This
relationship-based approach fosters deep engagement and
long-term loyalty.

Our focus on serving semi-urban and rural areas
contributes to financial inclusion by providing essential
banking services to underserved regions. Prioritising local
hiring helps maintain strong connections with customers
through personal and digital means, ensuring seamless
banking services and fostering trust and loyalty. Operating
in these regions offers several benefits:

» Deeper credit penetration
» Less competition

» Lower risk of customer migration, leading to longer,
more loyal customer relationships

» Better credit behaviours

» Lower delinquency rates

/.4

lakhs
Customer Base

ANNUAL REPORT 2023-24

Customer Servicing Lifecycle

We believe in deep customer engagement at every stage,
facilitated by our relationship managers, personal bankers,
and retail bankers deployed at branches. This ensures
personalised service through both physical and digital
means.

» Origination: Personalised financial advice for both loans
and deposits, ensuring customers receive the best-
suited financial products.

» Account Management: Dedicated relationship managers
provide ongoing support, including financial planning
and efficient issue resolution.

» Servicing: Continuous engagement through digital
channels, ensuring customers can manage their
accounts seamlessly and access necessary services
anytime, anywhere.

» Support: Proactive customer support systems that
address enquiries and resolve issues promptly, ensuring
a satisfying banking experience.

)

Continuous Customer
Engagement and Support
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CAPITAL SMALL FINANCE BANK LIMITED

Customer Testimonials

Mr. Lakhbir Singh

Mr. Singh, a dedicated farmer from the village of
Shankar, has been a valued customer of Capital Small
Finance Bank for the past 12 years. In 2012, he faced

a financial shortfall while trying to purchase essential
agricultural equipment for his crops. A relative informed
him about the attractive Agri loans offered by Capital
SFB. Encouraged by this, Mr. Singh applied for a Kisan
Credit Card (KCC) loan. Capital SFB promptly supported
him with a short-term credit loan, enabling him to
finance crop production, purchase seeds, fertilizers, and
other agricultural equipment with ease. Pleased with the
seamless experience and support, Mr. Singh was highly
satisfied and happily referred his family and friends to
open deposit and credit accounts with Capital SFB.

66

When no ray of hope was left, I found
Capital Small Finance Bank as a saviour
in my tough time. They provided me

the needful in less time than expected. ]
will always be grateful for their prompt
support and excellent service. I also
recommended the services of this Bank
with my dear ones too.

Mr. Nathu Singh

Mr. Nathu Singh, a Vada pav vendor in Jalandhar,
began his humble food cart business with much
uncertainty about its success. The initial days were
tough, but his hard work soon started paying off,
and he began earning well. When he felt financially
stable enough to support himself and his family, he
planned to expand his business on a larger scale.
To source the necessary funds, he decided to take
a loan. Capital Small Finance Bank facilitated this
by sanctioning the required amount with minimal
formalities. With the loan, Mr. Singh transitioned
from his small cart to a rented shop nearby and is
now thriving, earning a substantial income.

66

There was a time when making ends

meel was a challenging task, but with
time, things are getting back to normal.
Shifting from a small cart to a shop is a
big decision and it is like a dream come
true and this has been possible only
because of Capital SFB. They provided me
with instant support and their excellent
services made whole rigorous process
quick and easy.

ANNUAL REPORT 2023-24
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Mrs. Shammli Madhia Modern Chemicals

Mrs. Shammli, a proprietor from Ludhiana, spent
nearly 14 years living in a rented house before
deciding to pursue her lifelong dream of owning a
home. Despite having numerous queries and doubts,
the encouragement from her children and the clear
guidance from Capital Small Finance Bank supported
her throughout the process. Today, she is living the
life she once dreamt of, enjoying a ‘rent-free’ life in
her own home with her family.

66

Capital SFB really transformed my life and
provided me a secured and bright future.

I will always be grateful to them. For me,
the journey was not an easy one. But today,
when I look back, I feel so proud of taking
such a big decision of paying EMIs instead
of rent. Their constant and clear guidance
helped me to transform my journey from
Ghar ka Sapna to Sapno ka Ghar!

ANNUAL REPORT 2023-24

With the pace of advancement and customers’
preference for contactless shopping, the owner of
Modern Chemicals has opted for digital payments.
By utilising the mobile and internet banking services
provided by Capital SFB, he has significantly
enhanced his business operations. These services
have allowed him to conduct transactions
conveniently, ensuring smoother and more efficient
financial management.

66

I am a proud current account holder of
Capital Small Finance Bank, and I must
say that their mobile banking app has
transformed my banking experience
completely. Thanks to their app, I rarely
find the need to visit a branch anymore.

I can effortlessly complete all my
transactions smoothly and swiftly from
anywhere. The app allows me to view my
detailed account statement at any time,
which helps me keep track of my finances
effectively. Moreover, I receive timely alert
messages for important updates such as
password changes and other notifications.
I am truly appreciative of Capital SFB for
their innovative banking solutions and
exceptional service.




CAPITAL SMALL FINANCE BANK LIMITED ﬁ

Franchise

Promising

STREAMLINED CREDIT Conservative Loan-to- | [sge] Committee Approach and
ASSESSMENT AND RISK ~ Value (LTV) Ratios Independent Reviews
MANAGEMENT

Retail Focussed Liability

We follow the conservative LTV approach to secure our
lending activities, focussing on productive purposes and
ensuring that loans are well-collateralised. This secured
lending approach significantly mitigates risks and upholds
the quality of our asset portfolio.

For larger exposures (12.5 million and above), a credit
sanctioning committee oversees and monitors these
exposures, ensuring multiple levels of scrutiny and
independent reviews through the ‘four eyes' principle.
This approach enhances the robustness of our credit
assessment process, guaranteeing that all lending
decisions are thoroughly vetted and aligned with our risk
management standards.

Q%+ 4

Lending Is Secured

Sturdy Growth
Trajectory

Over two decades of operational experience and customer engagement have

allowed us to develop a robust risk management framework. Our dedication [:}
to upholding industry-leading asset quality is supported by rigorous credit

assessment and risk management practices. This ensures that we safeguard our

assets while delivering reliable and secure financial services to our customers.
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Eyes Principle

Our risk management framework is founded on the pillars of:

All these measures have been instrumental in maintaining our asset quality, denoting better credit underwriting
mechanism and strength of our asset franchise.

222

[@3 g There is a clear linkage between our robust risk management framework and superior asset quality. Our rigorous customer
engagement ensures a deep understanding of financial health, while our credit assessment matrix and conservative LTV

ratios work to minimise risk. A committee-based approach and independent reviews add multiple layers of oversight,

enhancing our ability to identify and mitigate potential risks. This meticulous process results in superior asset quality, low

GNPA and NNPA ratios, and minimal credit costs.
2.8% 1.4% 0.1%
Credit Cost

GNPA NNPA

Conservative
lending practices

Customer Credit

Satisfaction

Engagement Assessment

Commitment to Customer

This comprehensive approach ensures the maintenance of healthy customer relationships and supports the financial
stability of both our customers and the Bank.

&R (Customer

~Negligible
write-offs

Credit Assessment

Streamlined Credit Assessment and

Secured and Diversified

Risk Management Processes

Advances Portfolio

Engagement

=:
E=

Matrix

We prioritise dedicated customer relationship
management to maintain strong engagement with our
borrowers. By deeply understanding their financial needs
and capabilities, we tailor our products and services to
meet their specific requirements. As the primary banker
for our customers, we gain better visibility into their cash
flows, allowing us to manage risks more effectively and
support their financial well-being.

» Customer Engagement Process

Dedicated customer relationship team to maintain
healthy customer engagement

Better visibility of borrower cash flows by targeting
to be the 'Primary Banker'

40

Our well-defined credit assessment matrix is based on
the risk profiles of borrowers, playing a crucial role in
evaluating creditworthiness and determining appropriate
loan terms. This matrix ensures that our lending decisions
are both informed and aligned with our risk appetite,
supporting sound financial practices.

» Robust Credit Assessment Matrix

ANNUAL REPORT 2023-24

and Zero
NPA sell off

One of the most Secured Asset portfolio in the lending industry
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CAPITAL SMALL FINANCE BANK LIMITED

Ensuring a

SECURED AND DIVERSIFIED
ADVANCES PORTFOLIO

Our portfolio is 99%+ secured, emphasising on prudent risk management and

resource optimisation. We offer a diverse range of products including agricultural @
loans, MSME financing, and mortgage lending, with a focus on the middle-income

segment. This strategic diversification allows us to meet various customer needs

while maintaining high credit quality and supporting sustainable growth.

Prior to 2016, we operated as a local area bank and were one of the non-microfinance institutions granted the SFB license
by the RBI. Our background as a local area bank enabled us to diversify across segments, resulting in lower systemic risks
compared to the overall industry with a high microfinance base. We have established a franchise for a variety of products
beyond microfinance, making it operationally less challenging to venture into diversified products.

We have one of the most diversified portfolios with book size in multiple asset classes as of FY24.

Granular loan book Focus on

portfolio ATS of

customer segment

Loan Portfolio

Our loan portfolio reflects a strategic focus on agricultural
and mortgage loans, with 37% allocated to agriculture and
26% to mortgages. Our emphasis on agricultural loans
supports rural livelihoods and diversifies our risk, while
mortgage loans offer secure lending backed by property,
meeting the growing housing demand. Together, these
segments foster long-term customer relationships and
contribute to economic development.

About 19% of our portfolio is dedicated to MSME and
trading loans, driving small business growth and local
economic resilience. The remaining 17% addresses
diverse financial needs through personal and vehicle
loans, allowing us to adapt to market demands. This
balanced approach not only helps us manage risk
effectively but also positions us for sustainable growth in
a competitive market.

42

Endeavour to be a

Emphasis on
secured lending with

secured
for customer

17%

37%

19%

27%

B Agricultural Loans

® MSME and Trading Loans

B Mortgage Loans

Other Loans
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Key Highlights of FY24

Agricultural Loans Mortgage Loans MSME and Trading Loans

2,293

crores

12.4

lakhs
Average Ticket Size

1.69%

NNPA

12.08%

Interest Yield

1,624

crores

11.7

lakhs
Average Ticket Size

0.86%

NNPA

11.81%

Interest Yield

1,182

crores

X18.6

lakhs
Average Ticket Size

2./3%

NNPA

10.74%

Interest Yield

Corporate Loans Consumption and Other Loans

266

crores

lakhs

Average Ticket Size
NNPA

11.15%

Interest Yield

ANNUAL REPORT 2023-24

495

crores

as

lakhs
Average Ticket Size

0.35%

NNPA

9.72%

Interest Yield
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STRATEGIES Strategies Going
FOR Forward

EXCELLENCE . O O

As we navigate the evolving landscape of the financial sector, the Bank remains committed to
resilience and growth. Our strategic initiatives are designed to strengthen our foundation, adapt

to market dynamics, and enhance our service delivery to meet the diverse needs of our customers.
Emphasising on robust risk management, technological advancement, and sustainable practices, we
aim to build a future where our stakeholders can thrive.

Our strategies are built on the pillars of customer-centricity, operational excellence, and financial prudence. By expanding
our branch network and deepening our presence in North India, we ensure greater accessibility and convenience for our
customers. Leveraging advanced technology and digital banking solutions, we enhance our operational efficiency and deliver
seamless banking experiences. Additionally, our focus on secured lending and prudent financial practices ensures stability |
and trust among our stakeholders. Through these initiatives, the Bank is not just preparing for the future but is also being :
resilient, inclusive, and sustainable. \
—
| —
‘ o,

Organic Loan Strengthening d

Book Growth Operational and Building Our

and Secured > Profitability 5 Brand Loyalty
Lending Metrics ]

Leveraging
Technology and
Data Analytics
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CAPITAL SMALL FINANCE BANK LIMITED

STRATEGY

Shaping Organic

LOAN BOOK GROWTH
AND SECURED LENDING

— = =

jz Background

To organically grow our secured loan book, we are strategically targeting

existing segments such as MSME and trading, mortgages, and agriculture. We

are capitalising on the anticipated tailwinds of the increasing size of the middle-
income segments due to rising incomes, economic growth, and improved access
to education and employment opportunities in India. By doing so, we aim to

drive sustainable expansion and strengthen our position as a leading financial
partner. Our approach focusses on high-quality, secured advances to support
various customer needs while continuing to expand and diversify our secured loan
portfolio for long-term financial stability.
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."\ Stakeholders

Impacted
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Customers

foaWoWaY

J J J

2028 FY24 Highlights

Y

&2 FY25 Priorities

The northern region is well positioned to grow with
the help of financial institutions to further support
the flourishing agriculture and industrial sector.
Moreover, the deposit penetration in the northern
region is comparatively lower than the southern
and western regions. Accordingly, there is a huge

scope for further penetration in the norther<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>