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Investment Rationale

Higher Business Dependency on Bihar and Uttar Pradesh.
Loans are unsecured and not supported by any collateral.
Any change in regulations microfinance and small finance banks.

We believe UTKARSH SFB IPO offer gives an opportunity to invest in one of the fastest growing micro finance businesses in
north eastern belt of India. We have seen sentiment towards microfinance and small finance banks have turned better on the
back of improved asset quality, growth and profitability in past years. UTKARSH would become the fifth SFB to be listed on the
exchange which echoes the demand and growth in the sector with increased significant contribution from the microfinance
industry. We like the way UTKARSH has diversified its product portfolio along with a strong pan India network of 830 banking
outlets out of which 522 are located in rural and semi urban areas gives an ample opportunity to cross sell and up sell a variety
of products. We think the company would continue to deliver steady growth in coming years with a healthy liquidity profile and
cost efficient risk management with improving asset quality after taking a hit during the pandemic.
By looking at the financials company has shown a growth of 38%/558% in total revenue and Net Profit for FY 2023 with Gross
NPA and Net NPA around 3.23%/0.39% for FY 2023 from 6.10%/2.31% in previous year which improved significantly.On
valuation parse at upper band of ₹25/- the issue is asking for a Market Cap of ₹ 2740 Cr with the price to book value at around
1.37x which is very reasonable compared to industry average trading above 2x. Hence considering long term growth rationales
with strong management leadership, we recommend investors “SUBSCRIBING” to the UTKARSH SFB IPO with a long term
perspective as well as healthy listing gains. With optimistic market sentiments if investors get any listing gains over and above
25%, we recommend booking profits on the listing day.

Varanasi headquartered, Utkarsh Small Finance Bank (Utkarsh SFB) is a 14-year-old microfinance lender-turned-small
finance bank. Promoted by Utkarsh CoreInvest Ltd (“UCL”) which is NBFC-CIC-NDSI in India, backed by a number of
marquee institutional investors. It is believed Utkarsh SFB is one among the fastest growing SFB in India with a gross loan
portfolio of more than Rs.60 Bn. The SFB operates a widespread physical network of 830 Banking Outlets across 26 States
and UT in India with 522 locations spread in rural and semi-urban areas. Their 27.35% banking outlets are located in
Unbanked Rural Centres (“URCs”). The SFB has diversified product portfolio like Micro-banking loans that include joint
liability group (JLG) loans and individual loans, Retail Loans (Secured/Unsecured loans), Wholesale lending, Housing Loans,
Commercial vehicle / construction equipment loans and Gold loan. As SFB focused majorly in rural and semi-urban areas, as
of March 31, 2023 they had 3.59 million customers (both deposit and credit) with higher dependency on states like Bihar
and Uttar Pradesh. As of March 31, 2023, these states constituted 30.88%, 25.98% of their total Gross Loan Portfolio.
Having arrangements with business correspondents (“BCs”) and direct selling agents (“DSAs”) they had tie-ups with 13 BCs
to source customers and 321 DSAs to grow their asset portfolio.

Strong management complementing the strengths: 
Utkarsh SFB is promoter by UCL, a holding NBFC-CIC-NDSI company backed by a number of institutional investors to name
few like British International Investment plc (previously known as CDC Group plc), IFC, SIDBI, HDFC Life, ICICI Pru Life and
many. They have built efficient management team comprising of qualified and experienced professionals lead by Mr. Govind
Singh, Managing Director and Chief Executive Officer who has over 25 years of experience in the banking and financial services
sector and in particular the microfinance industry.
Diversified distribution network with significant cross-selling opportunities:
Utkarsh SFB operates a widespread physical network of 830 Banking Outlets across 26 States and UT in India with a good mix
in rural and semi-urban areas. As of March 31, 2023, approximately 62.89% of their total Banking Outlets were situated in rural
and semi-urban regions. In addition to Banking Outlets, Utkarsh SFB offers various multi-channel delivery options, including
ATMs, micro-ATMs, mobile banking, internet banking, and corporate internet banking services. Their strong relationship with
micro-banking customers presents valuable opportunities to cross-sell other asset products that cater to the entire customer
lifecycle. They have also established Banking Outlets classified as Unbanked Rural Centres ("URCs") in 69 districts, aiming to
enhance financial inclusion and provide comprehensive services.
Growing deposits with focus on retail deposits: 
Utkarsh SFB has experienced significant growth in their total deposits and deposit-only customers over the past two years. As
of March 2021, their total deposits were ₹7,507.57 cr, which increased to ₹10,074.18 cr by March 2022 and further to
₹13,710.14 cr by March 2023. In the same period, the number of deposit-only customers grew from 0.38 million to 0.86
million. Additionally, Utkarsh SFB's CASA franchise showed substantial growth. As of March 2021, the CASA franchise was
valued at ₹1,326.99 cr, which increased to ₹2,253.29 cr by March 2022 and further to ₹2,863.74 cr by March 2023. This
growth in retail deposits provides Utkarsh SFB with increased opportunities to cross-sell and up-sell a variety of products,
including assets and third-party offerings. It allows them to cater to their customers evolving needs throughout their life cycle.
New Business strategies towards increasing share of fee income: 
To create a robust revenue stream, the SFB intends to further diversify their fee and non-interest based revenues. Utkarsh SFB
intend to achieve this by generating fee income from their own products and cross-selling third-party products such as
distribution of mutual funds, life insurance and general insurance products, Atal Pension Yojana, National Pension Scheme,
micro-insurance and by introducing newer products and services. They are engaged with various partners in offering these
products and intend to continue to develop newer partnerships.

 The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or 
commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its 

representatives will not be liable for the recipients’ investment decision based on this report.
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FINANCIALS
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BASIC FINANCIAL DETAILS
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DISCLAIMER & DISCLOSURE

This Report is published by Mehta Equities Limited (hereinafter referred to as “MEL”) for registered client circulation only. MEL is a registered
Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH00000552. MEL is a registered broker with the
Securities & Exchange Board of India (SEBI) and registered with National Stock Exchange of India Limited and BSE Limited in cash and derivatives
segments, Multi Commodity Exchange of India (MCX), National Commodity & Derivatives Exchange Ltd. (NCDEX) for its stock broking activities & is
Depository partici- pant with Central Depository Services Limited (CDSL), is registered with SEBI for providing PMS services and distribute third party
PMS product and also member of Association of Mutual Funds of India (AMFI) for distribution of financial products. 
MEL a “Research Entity” under SEBI (Research Analyst) Regulations 2014 has independent research teams working with a Chinese wall rule with
other business divisions of MEL as mentioned above. 
MEL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities Market. MEL,
its associates or Research analyst or his relatives do not hold any financial interest in the subject company. MEL or its associates or Research analysts
do not have any conflict or material conflict of interest at the time of publication of the research report with the subject company. MEL or its
associates or Research Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of this research report. 
MEL or its associates or Research analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Research analyst during the past twelve months. MEL or its associates have not received any compensation or other benefits
from the compa- ny covered by Research analyst or third party in connection with the research report. Research Analyst has not served as an
officer, director or employee of Subject Company and MEL / Research analyst has not been engaged in market making activity of the subject
company. 
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. MEL
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage
in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial
situation and particular needs of the reader. This research has been prepared for the general use of the clients of MEL and must not be copied, either
in whole or in part, or distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose
the information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. MEL will not treat recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to
or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary
to law, regulation or which would subject MEL & its group companies to registration or licensing requirements within such jurisdictions. 
The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or
opinions in it. MEL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person
from any inadvertent error in the information contained in this report. MEL or any of its affiliates or employees do not provide, at any time, any
express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 
This information is subject to change without any prior notice. MEL reserves its absolute discretion and right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, MEL is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries. 
The information/document contained herein has been prepared by Mehta Equities Ltd and is intended for use only by the person or entity to which it
is addressed to. This information/document may contain confidential and/or privileged material and is not for any type of circulation and any review,
retransmission, or any other use is strictly prohibited. This information/document is subject to changes without prior notice. Kindly note that this
informa- tion/document is based on technical analysis by studying charts, patterns, trends of a stock's price movement and trading volume of the
stock and as such, may not match with any company’s fundamentals. This information/document does not constitute an offer to sell or solicitation for
the purchase or sale of any financial instrument or as an official confirmation of any transaction. Though disseminated to all customers who are due
to receive the same, not all customers may receive this information/report at the same time. MEL will not treat recipients as customers by virtue of
their receiving this informa- tion/report. 
Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities
trading. The price of securities can and does fluctuate, and an individual security may even become valueless. Opinions expressed are subject to
change without any notice. Neither the company nor the director or the employees of MEL accept any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be noted that
neither MEL, nor its directors, employees, or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report. 
Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects
my personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the
Research analyst was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The Research
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