
RATING RATIONALE
Punjab and Sind Bank

17 March 2021

Brickwork Ratings reaffirms ‘BWR AA’/rating for the Tier II bonds (under Basel III) of
Rs.237.30 Crores of Punjab & Sind Bank. The Outlook is revised from Stable to Negative

Particulars:

Instruments
Amount (Rs. Crs.)

Tenure

Rating*

Previous Present Previous
(March, 2020) Present

Tier II Bonds
(under Basel III)

237.30 237.30 Long Term BWR AA/ Stable
BWR AA/
Negative

Reaffirmation
and revision in Outlook

262.70 - Long Term Withdrawn on non
utilisation -

Total 500 237.30 Rupees Two Hundred Thirty Seven Crores Only
*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** ISIN wise details is provided in Annexure-I&II

RATING ACTION/OUTLOOK
Brickwork Ratings (BWR) reviews the rating of Basel III Tier II bonds of Punjab & Sind Bank
(‘P&SB’ or ‘the Bank’), as tabulated above.

The rating reaffirmation factors in the Government of India (GOI)’s equity stake of 83.06% as of
31 December 2020 and its continued support to the Bank. The GOI has infused capital funds
amounting to Rs.5500 Crores in the Bank during Q3FY20 and has strengthened the capital
adequacy of the Bank. As of 31 December 2020, the Bank has a total CAR of 16.4%, Tier I ratio
of 13.4% and CET-1 Ratio of 11.45%, and is comfortably above the regulatory requirements.
The rating however is constrained by high levels of gross non performing assets, average
earnings and continued negative return on assets. The bank is reducing its exposure to corporates
and infrastructure, however it continues to be higher than the comparable peers in the industry.

The Outlook has been revised from Stable to Negative factoring the continued net losses for the
bank expected for the current financial year FY21. Further, any unexpected high levels of
provisions due to incremental slippages to NPA may continue to impact the near to medium term
profitability of the Bank.
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Note on Tier-II Instruments (under Basel III)
The distinguishing feature of Tier-II capital instruments under Basel III is the existence of the
point of non-viability (PONV) trigger, and the occurrence of such a situation may result in the
loss of principal to investors, entailing into default on the instrument by the issuer. According to
the Basel III guidelines, the PONV trigger will be determined by the RBI. BWR believes that the
PONV trigger is a remote possibility in the Indian context, given the robust regulatory and
supervisory framework and the systemic importance of the banking sector. The inherent risk
associated with the PONV feature is adequately factored into the rating on the instrument.

BWR has essentially relied on audited financials upto FY20 and the bank’s unaudited financials
of upto 9MFY21, publicly available information and information/clarifications provided by the
bank’s management.

RATIONALE / DESCRIPTION OF KEY RATING DRIVERS/RATING SENSITIVITIES
KEY RATING DRIVERS

CREDIT STRENGTHS
Continued strong support from GoI: The GoI’s stake in the bank, which is among the 12
public sector banks (PSBs) in India post the consolidation of many PSBs, is 83% as of 31
December 2020. The Bank is one of the few regional PSBs in the country, and it assumes
importance from its presence in the northern part of the country. The bank received capital
infusion of Rs.5500 Crs in Q3FY21 from the GoI, and expects continued support of the GOI.
The share application money pending allocation has improved the Bank’s capital adequacy
ratios. As of 31 December 2020, the capital adequacy ratios of the bank have strengthened, with
total CAR at 16.4% from 12.8% as of 31 March 2020, the Tier I ratio at 13.4% from 9.6% as of
31 March 2020 and the CET-1 ratio at 11.5% from 7.6% as of 31 March 2020.

Increased focus to building the retail business: During the period ending 31 December 2020
on a yoy basis, the Bank’s CASA deposits have increased from Rs.25,572 Crs to Rs.29,322 Crs
and the retail term deposits increased from Rs.36,790 Crs to Rs.43,223 Crs. CASA @32% is
however lower amongst the peers in the industry. The Bank’s total retail portfolio has increased
from Rs.16,415 Cr as on 31 December 2019 to Rs.18,042 Cr as on 31 December 2020 mainly on
account of increase in lending under Multi purpose business loans, PSB Mortgage scheme and
PSB Vyapar Loan.

CREDIT WEAKNESS
Average asset quality: Incremental slippages post COVID-19 shall remain monitorable with
regard to provisioning and profitability. As of 31 December 2020, the Bank’s gross NPAs were at
13.1% (FY20: 14.2%) and net NPAs at 2.8% (FY20: 8.0%). During 9MFY21, the bank made
recoveries of Rs.329 Crs, upgrades of Rs.141 Crs, and write-offs of Rs.4 Crs. The additions to
the NPA during 9MFY21 was Rs,89 Crs, as against Rs.2909 Crs for FY20. The assets from
SMA 2 book and restructured portfolio are the assets under higher credit risk. The GNPA ratio,
although having improved to 13.1% (FY20:14.2%), any incremental slippages from the standard
borrower profile, SMA accounts and the restructuring of loans may be a concern on the overall
asset quality.
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The Bank is reducing its corporate book from Rs.36,249 Crs as of 31 December 2019 to
Rs.33,299 Crs as of 31 December 2020. The Bank’s exposure to corporate advances at 51% and
infrastructure advances at 22%, is higher than the peers in the industry. Reduction in exposures
to such advances and the continued GOI support shall enable bank to improve its profits

Average earnings, higher provisions and impact on profitability: As of 31 December 2020,
the Bank had a net income (Net Interest Income + Other income) of Rs.1767 Crs (FY20:
Rs.2058 Crs). The improvement in net interest income is on account of a higher rate of decrease
in interest expenses than on the interest income, and an increase in the other income. The
decrease in the interest expenses from Rs.1464 Crs in Q3FY20 to Rs.1147 Crs in Q3FY21, as
against the decrease in interest income from Rs.1941 Crs in Q3FY20 to Rs.1763 Crs in Q3FY21.
The increase in other income from Rs.136 Crs in Q3FY20 to Rs.220 Crs in Q3FY21 is mainly
on account of profit on sale of investments of Rs.55 Crs and recovery in written off accounts of
Rs.19 Crs during the period Q3FY20 to Q3FY21. The operating profits for 9MFY21 were at
Rs.597 Crs (FY20: Rs.1097 Crs) due to an increase in provisions on employees retirement
benefits. This has led to an increase in the Cost to Income ratio to 74.5% for 9MFY21 (FY20:
62.9%). The total provisions & contingencies (other than tax) increased from Rs.1801 Crs in
9MFY20 to Rs.4171 Crs in 9MFY21. Of which, NPA provisions were higher at Rs.2658 Crs for
9MFY21 (Rs.2308 for FY20 and Rs.1625 Crs for 9MFY20). This has led to the Bank continuing
to incur a net loss of Rs.2894 Crs for 9MFY21 (net loss of Rs.991 Crs for FY20). The Bank’s
profitability for the ensuing quarters is expected to remain on the lower side, including write
back of any higher levels of earlier provisions.
Furthermore, the bank’s yield on advances of 8.1% as of 31 December 2020 is lower than that of
8.5% as of 31 March 2020. The credit deposit ratio of 71.4% as of 31 December 2020 is in line
with the industry average of 70.0%. Improving the yield on advances and maintaining the credit
deposit ratio above the industry average shall remain monitorable

Coronavirus disease (COVID-19), declared a pandemic by the World Health Organization
(WHO), has become a full-blown crisis globally, including in India. As a containment measure,
the Indian Government had announced a 21-day nationwide lockdown on 24 March 2020, which
was subsequently extended until 31 May 2020. As per BWR, financial institutions, mainly those
lending to the retail low-income borrower segments, could be the most impacted. The 6-month
moratorium announced by the Reserve Bank of India on interest and principal on bank debt has
provided some cushion to the lending community to realign its collection machinery and
operations during this period. However, lenders' ability to ensure credit discipline among
borrowers to collect accumulated interest and principal dues on a timely basis will be a key
monitorable. BWR is actively engaging with its clients on a continuous basis and taking updates
on the impact on its operations and liquidity situation. BWR will take appropriate rating actions
as and when it deems necessary and will publish the same

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA
For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating
Criteria below (hyperlinks provided at the end of this rationale).
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RATING SENSITIVITIES
Basel III compliant bonds are subject to guidelines/regulations of the Reserve Bank of India
(RBI) and as detailed in the term sheet of respective issues. BWR considers them as highly
complex instruments in terms of published criteria. BWR has rated Basel III instruments;
however, any restrictions by the regulator on coupon servicing on any of the outstanding bonds
due to the non-meeting of regulatory guidelines shall be a key rating sensitivity.

Upward:
The bank’s ability to grow its business, improve on its yield on advances and maintain its capital
adequacy ratios with substantial buffers of at least 1.0% to 1.5% over the regulatory
requirements shall be positives for the bank.
Downward:
A deterioration in the asset quality, resulting in pressure on the profits, impacting the capital
adequacy ratios, shall remain a key rating monitorable.

LIQUIDITY INDICATORS: ADEQUATE
As on 31 December 2020, the bank had a comfortable liquidity position, with a liquidity
coverage ratio (LCR) of 210%, which is well above the regulatory requirement of 100%. The
Basel III leverage ratio of 6.7% is also strong as against the regulatory requirements of 4.5%

ABOUT THE BANK

Background:
Punjab & Sind Bank,is one amongst the 12 Public Sector Banks (PSBs) in India post
consolidation of many PSBs. As of 31 December 2020, the Government of India holds 83%
stake in the bank. The Bank has a network of 1529 branches and 1087 ATMs as of 31 December
2020. One of the few regional PSBs in the country assumes importance from its presence being
in the northern part of the country. Dr Charan Singh is the Non-Executive Chairman of the Bank
since May 23, 2018. Shri S. Krishnan is the Managing Director and Chief Executive Officer of
the Bank since September 04, 2020 The two Executive Directors of the Bank are Mr Ajit Kumar
Das since 01 April 2020 and Mr Raghavendra Kollegal Venkatasheshan since 10 March 2021.
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KEY FINANCIAL INDICATORS (in Rs Crs)
Units Audited Audited Audited

KEY Parameters 31-March-2018 31-March-2019 31-March-2020

Total Assets Rs Crs 113759 108982 100503
Total Business Rs Crs 171,465 171,305 152232
Net Income (Net Interest Income +
Other Income)

Rs Crs 2,235 2,280 2058

Net Profits (Loss) Rs Crs -744 -543 -991
ROA % -0.7 -0.5 -0.9
NIM % 2.1 2.0 1.9
Gross NPA % 11.2 11.8 14.2
Net NPA % 6.9 7.2 8.0
CET-I ratio % 8.37 7.80 7.59
Tier I ratio % 9.86 9.50 9.59
Total CAR % 11.25 10.93 12.76

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED
Nil
NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY -nil

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal and
suspended]
Sl. No. Instrument Rating Rating History

Type Amount
raised

(Rs Crs)

Rating
2020 2019 2018

1
Basel III – Tier II

–Bonds
Long
term 237.30

BWR AA/
Negative

(Reaffirmed and
Revised

Outlook)

BWR AA /
Stable

(Reaffirmed)
(16-Mar-2020

BWR AA /
Stable

(Reaffirmed and
Revised

Outlook)
(08-Mar-2019)

BWR AA /
Negative

(Reaffirmed and
Revised Outlook)

(06-Apr-2018)

2
Basel III – Tier II

–Bonds
Long
term 262.70 -

BWR AA /
Stable

(Withdrawn)
(16-Mar-2020

BWR AA /
Stable

(Reaffirmed and
Revised

Outlook)
(08-Mar-2019)

BWR AA /
Negative

(Reaffirmed and
Revised outlook)

(06-Apr-2018)

Total 500 Rupees Five Hundred Crores Only
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COMPLEXITY LEVELS OF THE INSTRUMENTS : HIGHLY COMPLEX

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference to applicable Criteria

● General Criteria ● Banks and Financial Institutions
Complexity levels of the Rated
Instruments

● Basel III Compliant Instruments

Analytical Contacts

Hemant Sagare Anil Patwardhan
Senior Manager - Ratings Senior Director - Ratings
B :+91 80 4040 9940 Ext :333 B :+91 22 2831 1426, +91 22 2831 1439
hemant.s@brickworkratings.com anil.p@brickworkratings.com

1-860-425-2742 media@brickworkratings.com

Punjab &

Sind Bank

ANNEXURE

I

INSTRUMENT DETAILS

Instrument Issue Date Amoun
t Rs.
Crs.

Coupon Rate Maturity
Date

ISIN
Particulars

Basel III Tier II
Bonds 27-Jun-2019 237.30 9.50% 26-Oct-2029 INE608A08033

Total Rupees Two Hundred Thirty Seven Crores Thirty Lakhs Only

6

http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-BanksFinancialInstitutions.pdf
http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-Basel3CompliantInstruments.pdf
mailto:hemant.s@brickworkratings.com
mailto:anil.p@brickworkratings.com
mailto:media@brickworkratings.com


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 11,400 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. BWR has its corporate office in Bengaluru and a country-wide presence with
its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives
in 150+ locations.

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.
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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 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.
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