BRICKWORK'

RATINGS

Rating Rationale
6 April 2026
Capital Small Finance Bank Ltd

Brickwork Ratings reaffirms the rating for the Lower Tier-II bonds aggregating to Rs. 25.00
Crores and withdraws the rating for the Upper Tier-1I bonds Rs. 40.00 Crores on account of full
redemption by Capital Small Finance Bank Ltd.

Particulars:
Amount Rated sy
(Rs. Crores.) Rating
Instruments** Tenure .
Previous Present Previous Present
(11 Apr 2025)
. BWR A+/ Stable BWR A+/ Stable
Lower Tier II Bonds 25.00 25.00 Long Term (Reaffirmed) (Reaffirmed)
Upper Tier I Bonds 15.00 0.00
BWR A+/ Stable .
) Long Term (Reaftirmed) Withdrawn
Upper Tier IT Bonds 25.00 0.00
Total 65.00 25.00 Rupees Twenty-Five Crores only

*Please refer to the BWR website www.brickworkratings.com/ for the definition of the ratings

** Details of bonds rated are provided in Annexure-II

Withdrawal of Rating is on account of redemption in full through exercise of call option, as disclosed by the
bank and confirmed by the debenture trustee. Withdrawal of Rating of Upper Tier II bonds is in compliance
with BWR Rating Withdrawal Policy

RATING ACTION/OUTLOOK: REAFFIRMATION/STABLE/WITHDRAWAL

Brickwork Ratings (BWR) reaffirms the rating for the Lower Tier II Bonds of Rs 25.00 Crores of
Capital Small Finance Bank Ltd. at BWR A+/ Stable, and withdraws the rating for Upper Tier II
bonds of Capital Small Finance Bank, as tabulated above. BWR has principally relied on the
company’s audited financials up to FY25, unaudited financials of 9MFY26, publicly available
information, and information/clarifications provided by the company. The rating reaffirmation, inter
alia, has factored in the company’s long track record in the banking industry, the consistent growth
in size of business, stable asset quality, comfortable capitalization, and adequate liquidity. The
ratings are, however, largely constrained by the regional concentration in geographical presence and
its moderate asset size. The rating for lower tier II bonds factors in the bank’s ability to maintain a
comfortable capital adequacy ratio which as of 31 Dec 2025 was 21.60%. The ‘Stable’ outlook
indicates a low likelihood of rating change over the medium term.

Brickwork Rating has withdrawn the rating of upper Tier II bonds of Rs, 40.00 Crores,
present outstanding nil, at the request of the bank. The said instruments were fully redeemed
on 30 March 2026 and 31 March 2026, through exercise of call option by the bank. The
debenture trustee confirmed the due redemption of these bonds. Withdrawal of Rating is in
compliance with BWR Rating Withdrawal Policy
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KEY RATING DRIVERS

Credit Strengths :-

e Comfortable capitalization levels: CRAR of the Bank stands at 21.60% as of 31 Dec
2025 which has deteriorated from 25.82% as of 31 Dec 2024 as CRAR for Q3FY26 is
computed in accordance with updated RBI circular dated November 28, 2025; Current
year profits (YTD) have not been reckoned as part of Tier I. Capital funds item Tier-1
stood at 18.61% and Tier-1I stood at 2.99% as of 31 Dec 2025. The tangible Net worth
grew from Rs. 1295 Crores. as of 31 Dec 2024 to Rs. 1421 Crores as of 31 Dec 2025
which was a 9.73% increase YoY. The Liquidity Coverage Ratio (LCR) stands at
215.83% as of 31 Dec 2025 and has declined from 239.16% as of 31 Dec 2024. The bank
is in the process of deploying excess liquidity effectively and is expected to bring LCR at
par with industry standards. As of 31 Dec 2025, the bank had cash and bank balances of
Rs.1744 Crores. Liquidity coverage ratio as of 31 Dec 2025 as per Basel III disclosure is
215.83% as against the minimum requirement of 100%.

e Experienced Board and Management team: The Board of Directors of the Bank
comprises experienced professionals from different fields such as Law, Economics,
Banking, Private Equity, Accounting, Finance, Business Administration & Agriculture.
The bank is led by Sarvjit Singh Samra (MD and CEQO) who has been associated with the
Bank since its inception. He is supported by an experienced management team. The Bank
is also supported by the executive Director Mr Munish Jain with his vast experience.

e Stable Asset Quality with decline in slippages: The CASA % declined from 39.1% as
of 31 Dec 2024 to 35.9% as of 31 Dec 2025, maintaining one of the highest CASA
among peers and overall industry. The GNPA in absolute terms increased from Rs. 182
Crores. as on 31 Dec 2024 to Rs. 219 Crores as on 31 Dec 2025 Crores while the
GNPA% has slightly deteriorated to 2.68% as on 31 Dec 2024 from 2.67% as on 31 Dec
2025. The NNPA in absolute terms increased from Rs. 91 Crores as on 31 Dec 2024 to
Rs. 108 Crores. as on 31 Dec 2024 but the NNPA% remained constant at 1.35% in
Q3FY25 and Q3FY26. There were marginal write-offs and no NPA sell-off to ARCs. The
collection efficiency is 101.1% for the quarter ending 31 Dec 2025. Credit cost is 0.2%.
Upgradation and recovery is Rs. 17.55 Crores as on 31 Dec 2025.

e Improving Income and profitability: The Gross total income has increased for 9
months ended Dec 2025 which is at Rs. 849 Crores as compared to Rs. 737 Crores for 9
months ended Dec 2024 reflecting 15.20% increase YoY. PAT has consistently improved
from Rs. 97 Crores for 9 months ended Dec 2024 to Rs. 105 Crores for 9 months ended
Dec 2025 even though the provisions have increased from Rs. 8 Crores for 9 months
ended Dec 24 to Rs. 19 Crores for 9 months ended Dec 2025. The pre-provisioning profit
has improved as well. The return on asset has marginally de-grown to 1.2% for 9 months
ended Dec 25 from 1.35% for 9 months ended Dec 2024. Cost of Funds and Cost of
Deposits have been maintained at similar levels since last year.
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Credit Weakness:-

e Regional Concentration of Operations and Moderate Asset Size: As of 31 Dec 2025,
majority of the portfolio is geographically concentrated in Punjab (85% of the portfolio),
mainly due to its earlier status as a Local Area Bank. However, after graduating to a
Small Finance Bank, the bank has been expanding to other states (now operating in 5
states and 2 Union Territories), which should help in diversifying its portfolio. The asset
size of the bank remains moderate. The bank is continuing for deep penetration in
existing markets.

e Large Agriculture Portfolio: The bank’s agriculture portfolio continues to be high,
being about 32% of the total advances as of 31 Dec 2025. This is largely due to the area
of operations being the agri-dominant states of Punjab and Haryana. However, the bank
has a long track record of managing this portfolio well over the past two decades.
However, mortgage loans have also shown an increase.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA - STANDALONE

For arriving at its ratings, BWR has considered the standalone approach for the Bank. There
were no subsidiaries of Capital Small Finance Bank. BWR has applied its rating methodology as
detailed in the Rating Criteria detailed below (hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Going forward, the company’s ability to show substantial growth in its loan portfolio, while
maintaining asset quality, profitability, and adequate liquidity will be a key rating sensitivity
factor.

Positive:
e Substantial growth in the overall business with improved earnings reflected through ROA >
1.5%

e Maintaining healthy asset quality with GNPA ratio < 2%, and a diversified resource profile

Negative:

e Deterioration in the asset quality with GNPA above 3%, impacting the provisions and
profitability

e Decline in the overall performance of the bank on a sustained basis.

LIQUIDITY INDICATORS: ADEQUATE

As of 31 Dec 2025, the bank had cash and bank balances of Rs.1744 Crores. Liquidity
coverage ratio as of 31 Dec 2025 as per Basel III disclosure is 215.83% as against the
minimum requirement of 100%. As per ALM statement of the bank as of 31 Dec 2025, there
were no negative cumulative mismatches across the buckets upto 5 years.
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ABOUT THE ENTITY

“Capital Small Finance Bank Limited (CSFB)” started operations as India's 1st Small
Finance Bank on 24 April 2016, after conversion from “Capital Local Area Bank”. The Bank
received in-principle approval from RBI to set up a Small Finance Bank in September 2015
and it received the regular licence on 4th March 2016. The Bank was listed in Schedule II of
the Reserve Bank of India Act on November 8, 2016, and has also received the Authorised
Dealer II license. Before conversion to a Small Finance Bank,

“Capital Local Area Bank” was operating as India's largest local area bank since January 14,
2000. The Bank transitioned from a Local Area Bank to a Small Finance Bank with 47
Branches. As of Dec 2025, the bank operates 203 branches and 205 ATMs across the states
of Punjab, Chandigarh, Haryana, Rajasthan, Delhi, Jammu & Kashmir and Himachal
Pradesh. Mr. Sarvjit Singh Samra is the current MD and CEO. The shares of Capital Small
Finance Bank were listed on BSE, and NSE on February 14, 2024.

Environmental, Social, and Governance (ESG)

Capital Small Finance Bank Ltd demonstrates an Adequate ESG profile based on its
environmental, social, and governance practices. Capital Small Finance Bank Ltd focuses on
incorporating Environmental, Social, and Governance (ESG) principles through digital
banking, energy-efficient operations, and community-focused lending, particularly in
underbanked regions. While structured Business Responsibility and Sustainability Reporting
(BRSR) is not mandatory for them, they are aligning with responsible finance trends,
including potential RBI disclosures for Green Deposits

e Environmental: The bank focuses on digitizing operations to reduce paper usage and
optimizing energy use across its branch network.

e Social: CSFB prioritizes people-centric policies, focusing on underbanked regions and
contributing to community development (sports, education, healthcare).

e Governance: As a listed entity, CSFB informs of following corporate governance
structures required by the RBI and SEBI, ensuring regulatory compliance.

KEY FINANCIAL INDICATORS (Standalone)

Key Financial Indicators Units FY23 FY24 FY25 IMFY26
Result Type Audited Audited Audited Unaudited
Total Business Rs. in Crores.| 12069.89 13638 15416 18095
Total Income Rs. in Crores.| 725.48 862.41 994 849
NIM % 4.2 3.9 4.20 4.00
Profit after Tax Rs. in Crores. 93.60 111.53 132 105
GNPA % 2.77 2.76 2.58 2.68
NNPA % 1.36 1.4 1.30 1.35
CRAR% % 18.87 27.39 25.39 21.60
Tier I % 13.69 22.8 21.71 18.61
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KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED:

The facility consists of Lower Tier II Bonds Series Series — XVII (INE646H08129) with
quarterly interest payment, Upper Tier II Bonds Series XI (INE646H08012) with annual
interest payment, and Upper Tier II Bonds SERIES XIII (INE646H08020) with annual
interest payment.

Subject to the conditions specified by RBI, the bank has an unconditional right to call the
instrument on the interest payment dates after the expiry of ten years from the deemed date of
allotment. The bank has exercised call option on the Upper Tier II Bonds on 30th and 31st
March 2026.

STATUS OF NON-COOPERATION WITH PREVIOUS CRA - No non co-operation
with other CRA.

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal
and suspended]

Name of the Curt:nt Rating (Apr 2026) — Rating I;I(;szt:ry —
Sr. No. inst t mount q
BRO4 IMSTMERt ) Type | g Rating 9-Apr-2025 | 12-Apr-2024 | 12-Apr-2023
Crores)
BWR A+ BWR A+ BWR A+
| Lower Tier 11 | Long 25.00 B/\;\{[szléd- /Stable /Stable /Stable
Bonds Term ’ R f?_ © d (Reaffirmed) (Reaffirmed) (Reaffirmed)
(Reaffirme (Rs 25.00 (Rs 25.00 (Rs 25.00
) Crores) Crores) Crores)
BWR A+ BWR A+ BWR A+
Upper Tier II | Long /Stable /Stable /Stable
2 Bonds Term 0.00 Withdrawn (Reaffirmed) (Reaffirmed) (Reaffirmed)
(Rs 15.00 (Rs 15.00 (Rs 15.00
Crores) Crores) Crores)
+
B/\gg{bﬁ BWR A+ BWR A+
Upper Tier II | Long /Stable /Stable
3 Bonds Term 0.00 Withdrawn (Iﬁifggn(l)%d) (Reaffirmed) (Reaffirmed)
Crore.s) (Rs 25.00 (Rs 25.00
Crores) Crores)
Total 25.00 Rupees Twenty Five Crores Only

Hyperlink/Reference to applicable Criteria/Policy

General Criteria

Bank Financial Institution

° Approach to Financial Ratios
° Capital Instruments Issued by Banks and Fls
° Withdrawal Polic



https://www.brickworkratings.com/download/Criteria-GeneralCriteriaUpdated.pdf
https://www.brickworkratings.com/download/Criteria-BanksFinancialInstitutions-v1.1_c.pdf
https://www.brickworkratings.com/download/Criteria-FinancialRatiosUpdated_c.pdf
https://www.brickworkratings.com/download/Criteria-Capital%20InstrumentsRaisedByBanks%20and%20FIs%20v1.1.pdf
https://www.brickworkratings.com/download/RatingWithdrawalPolicy_Mar2025.pdf
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Analytical Contacts

Ankita Kothari
Associate-Manager

B :+91 6366953881
ankita.k@brickworkratings.com

Hemant Sagare

Director - Ratings

B :+91 22 2831 1426, +91 22 2831 1439
hemant.sagare@brickworkratings.com

1-860-425-2742 I

media@brickworkratings.com

CAPITAL SMALL FINANCE BANK LTD

ANNEXURE-I
Details of Bank Loan Facilities rated by BWR: NA

ANNEXURE-II
INSTRUMENT (Bonds) DETAILS

Instruments | Issue Date | Amount | Coupon Rate Maturity | ISIN Particulars Complexity
(Rs. (%) Date
Crores)
k3k
Lower Tier Il | 31-Mar-2019|  25.00 10.00 payable | 31-Mar-2029 | INE646HO08129 | Complex
Bonds Quarterly
Upper Tier I | 31-Mar-2015|  0.00 11.75 payable | 31-Mar-2030 | INE646H08012 | . Higllﬂy**
Bonds Annually omplex
Upper Tier II | 30-Mar-2016]  0.00 11.75 payable | 30-Mar-2031 | INE646H08020 | . ngllﬂy**
Bonds Annually ompiex
Total 25.00 Rupees Twenty Five Crores only

**http://www.brickworkratings.com/download/ComplexityLevels.pdf
Note: The Upper Tier II Bonds are fully redeemed and the rating are withdrawn

ANNEXURE III
List of entities consolidated: NA
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through
your print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do
not change the wordings in the rationale to avoid conveying a meaning different from what was intended by
BWR. BWR alone has the sole right of sharing (both direct and indirect) its rationales for consideration or
otherwise through any print or electronic or digital media.

About Brickwork Ratings

Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency
and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible /
convertible / partially convertible debentures and other capital market instruments and bonds, Commercial
Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other structured /
credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR has
rated over 11,560 medium and large corporates and financial institutions’ instruments. BWR has also rated
NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic
partner.

DISCLAIMER :

Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI] registered Credit
Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank Loan facilities,
Non- convertible

/ convertible / partially convertible debentures and other capital market instruments and bonds, Commercial
Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other structured /
credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. [hereafter
referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by
BWR that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and
other reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating
Report & other rating communications are intended for the jurisdiction of India only. The reports should not be
the sole or primary basis for any investment decision within the meaning of any law or regulation (including the
laws and regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship
between the user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should
not in any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and
judgement obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the
users of these Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify,
suspend or withdraw the ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any
public notification, in any form or format although BWR may disseminate its opinion and analysis when
deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees
or agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no
BWR Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or
for the results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party
disclaims all express or implied warranties, including, but not limited to, any warranties of merchantability,
suitability or fitness for a particular purpose or use. In no event shall any BWR Party be liable to any one for
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any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of any part of the Rating Rationales and/or Rating Reports even if advised of the
possibility of such damages. However, BWR or its associates may have other commercial transactions with the
company/entity. BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of the respective activity. As a result, certain business units of BWR may have
information that is not available to other BWR business units. BWR has established policies and procedures to
maintain the confidentiality of certain non-public information received in connection with each analytical
process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities,
securities etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are
also generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases,
advisories, communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange
Board of India and is governed by the applicable regulations issued by the Securities and Exchange Board of
India as amended from time to time.


http://www.brickworkratings.com/
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