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NOTICE TO INVESTORS

The Bank has furnished and accepts full responsibility for all of the information contained in this Preliminary
Placement Document and confirms that to the best of our knowledge and belief, having made all reasonable
enquiries, this Preliminary Placement Document contains all information with respect to us and the Equity Shares
that is material in the context of the Issue. The statements contained in this Preliminary Placement Document
relating to us and the Equity Shares are, in every material respect, true and accurate and not misleading. The
opinions and intentions expressed in this Preliminary Placement Document with regard to us and the Equity Shares
to be issued pursuant to the Issue are honestly held, have been reached after considering all relevant circumstances
and are based on reasonable assumptions and information presently available to us. There are no other facts in
relation to us and the Equity Shares to be issued pursuant to the Issue, the omission of which would, in the context
of the Issue, make any statement in this Preliminary Placement Document misleading in any material respect.
Further, all reasonable enquiries have been made by us to ascertain such facts and to verify the accuracy of all
such information and statements.

Axis Capital Limited, UBS Securities India Private Limited, Credit Suisse Securities (India) Private Limited,
HSBC Securities and Capital Markets (India) Private Limited, BNP Paribas, ICICI Securities Limited, SBI Capital
Markets Limited, and YES Securities (India) Limited are acting as the Book Running Lead Managers to the Issue.
In compliance with the proviso to Regulation 21A(1) of the Securities and Exchange Board of India (Merchant
Bankers) Regulations, 1992, as amended, read with proviso to Regulation 174(2) of the SEBI ICDR Regulations,
Axis Capital Limited will be involved only in marketing of the Issue. All references to shareholders and/or
affiliates of Axis Capital Limited in this Preliminary Placement Document shall not include the Bank in its
capacity as the Issuer.

The Book Running Lead Managers have not separately verified all the information contained in this Preliminary
Placement Document (financial, legal or otherwise). Accordingly, neither the Book Running Lead Managers nor
any of their respective shareholders, employees, counsels, officers, directors, representatives, agents or affiliates
makes any express or implied representation, warranty or undertaking, and no responsibility or liability is accepted
by the Book Running Lead Managers or by any of their respective shareholders, employees, counsels, officers,
directors, representatives, agents or affiliates as to the accuracy or completeness of the information contained in
this Preliminary Placement Document or any other information supplied in connection with us or the Equity
Shares or distribution of this Preliminary Placement Document. Each person receiving this Preliminary Placement
Document acknowledges that such person has not relied on either the Book Running Lead Managers or on any of
their respective shareholders, employees, counsels, officers, directors, representatives, agents or affiliates in
connection with such person’s investigation of the accuracy of such information or such person’s investment
decision, and each such person must rely on its own examination of the Bank and the merits and risks involved in
investing in the Equity Shares issued pursuant to the Issue.

No person is authorised to give any information or to make any representation not contained in this Preliminary
Placement Document and any information or representation not so contained must not be relied upon as having
been authorised by or on behalf of the Bank or the Book Running Lead Managers. The delivery of this Preliminary
Placement Document at any time does not imply that the information contained in it is correct as on any time
subsequent to its date.

The Equity Shares to be issued pursuant to the Issue have not been approved, disapproved or
recommended by any regulatory authority in any jurisdiction, including the United States Securities and
Exchange Commission (“SEC?), any other federal or state authorities in the United States, the securities
authorities of any non-United States jurisdiction or any other United States or non-United States regulatory
authority. No authority has passed on or endorsed the merits of the Issue or the accuracy or adequacy of
this Preliminary Placement Document. Any representation to the contrary is a criminal offence in the
United States and may be a criminal offence in other jurisdictions.

The Equity Shares have not been and will not be registered under the Securities Act and may not be offered
or sold within the United States except pursuant to an exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act and applicable state securities laws. Accordingly, the
Equity Shares are being offered and sold (a) in the United States only to persons reasonably believed to be
U.S. QIBs in transactions exempt from the registration requirements of the Securities Act, and (b) outside
the United States in offshore transactions in compliance with Regulation S under the Securities Act and the
applicable laws of the jurisdictions where those offers and sales occur. The Equity Shares are transferable
only in accordance with the restrictions described under the sections “Selling Restrictions” and “Transfer
Restrictions” on pages 264 and 273, respectively. For the avoidance of doubt, the term U.S. QIBs does not



refer to a category of institutional investors defined under applicable Indian regulations and referred to in
this Preliminary Placement Document as “QIBs”.

Subscribers and purchasers of the Equity Shares will be deemed to make the representations, warranties,
acknowledgements and agreements set forth in “Representations by Investors”, “Selling Restrictions” and
“Transfer Restrictions” on pages 5, 264 and 273, respectively of this Preliminary Placement Document.

This Preliminary Placement Document is being provided only to Eligible QIBs specified by the Book Running
Lead Managers or their respective representatives, and those retained by such Eligible QIBs to advise them with
respect to their purchase of the Equity Shares. Within the United States, this Preliminary Placement Document is
being provided only to persons who are reasonably believed to be U.S. QIBs. Distribution of this Preliminary
Placement Document to any person other than the offeree specified by the Book Running Lead Managers or their
respective representatives, and those persons, if any, retained to advise such offeree with respect thereto, is
unauthorised, and any disclosure of its contents, without prior written consent of the Bank, is prohibited. Any
reproduction or distribution of this Preliminary Placement Document in the United States, in whole or in part, and
any disclosure of its contents to any other person is prohibited. Each Bidder, by accepting delivery of this
Preliminary Placement Document, agrees to observe the foregoing restrictions and make no copies of this
Preliminary Placement Document or any offering material in connection with the Equity Shares.

The distribution of this Preliminary Placement Document and the offering of the Equity Shares may be restricted
by law in certain countries or jurisdictions. As such, this Preliminary Placement Document does not constitute,
and may not be used for or in connection with, an offer or solicitation by anyone in any jurisdiction in which such
offer or solicitation is not authorised, or to any person to whom it is unlawful to make such offer or solicitation.
In particular, no action has been taken by the Bank and the Book Running Lead Managers which would permit an
offering of the Equity Shares or distribution of this Preliminary Placement Document in any country or
jurisdiction, other than India, where action for that purpose is required. Accordingly, the Equity Shares may not
be offered or sold, directly or indirectly, and neither this Preliminary Placement Document nor any offering
material in connection with the Equity Shares may be distributed or published in or from any country or
jurisdiction except under circumstances that will result in compliance with any applicable rules and regulations of
any such country or jurisdiction. For a description of the restrictions applicable to the offer and sale of the Equity
Shares in the Issue in certain jurisdictions, see “Selling Restrictions” on page 264.

In making an investment decision, prospective investors must rely on their own examination of the Bank and the
terms of the lIssue, including the merits and risks involved. Investors should not construe the contents of
Preliminary Placement Document as legal, tax, accounting or investment advice. Investors should consult their
own counsels and advisors as to business, legal, tax, accounting and related matters concerning the Issue. In
addition, neither the Bank nor the Book Running Lead Managers are making any representation to any investor,
subscriber, offeree or purchaser of the Equity Shares regarding the legality or suitability of an investment in the
Equity Shares by such investor, subscriber, offeree or purchaser under applicable laws or regulations. Prospective
investors of the Equity Shares should conduct their own due diligence on the Equity Shares and the Bank. If you
do not understand the contents of this Preliminary Placement Document, you should consult an authorised
financial advisor and/or legal advisor.

Each investor, subscriber, offeree or purchaser of the Equity Shares in the Issue is deemed to have acknowledged,
represented and agreed that it is eligible to invest in India and in the Bank under Indian law, including Chapter VI
of the SEBI ICDR Regulations, Section 42 of the Companies Act and Rule 14 of the PAS Rules, and is not
prohibited by SEBI or any other statutory, regulatory or judicial authority from buying, selling or dealing in
securities, including the Equity Shares.

The information available on or through the Bank’s website (www.axisbank.com), any website directly or
indirectly linked to the website of the Bank, or the respective websites of the Book Running Lead Managers, or
their respective affiliates, does not constitute nor form part of this Preliminary Placement Document and
prospective investors should not rely on the information contained in or available through any such websites. This
Preliminary Placement Document contains summaries of certain terms of certain documents, which are qualified
in their entirety by the terms and conditions of such documents.

NOTICE TO INVESTORS IN THE UNITED STATES

The Equity Shares have not been recommended by any U.S. federal or state securities commission or regulatory
authority. Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of
this Preliminary Placement Document or approved or disapproved the Equity Shares. Any representation to the



contrary is a criminal offence in the United States. In making an investment decision, investors must rely on their
own examination of the Bank and the terms of the offer, including the merits and risks involved. The Equity Shares
have not been and will not be registered under the Securities Act or any other applicable law of the United States
and, unless so registered, may not be offered or sold within the United States except pursuant to an exemption from,
or in a transaction not subject to, the registration requirements of the Securities Act and applicable state securities
laws. Accordingly, the Equity Shares are being offered and sold (a) in the United States only to persons reasonably
believed to be U.S. QIBs in transactions exempt from the registration requirements of the Securities Act and (b)
outside the United States in compliance with Regulation S and the applicable laws of the jurisdiction where those
offers and sales occur. The Equity Shares are transferable only in accordance with the restrictions described under
the sections “Selling Restrictions” and “Transfer Restrictions” on pages 264 and 273, respectively.

NOTICE TO INVESTORS IN THE EUROPEAN ECONOMIC AREA

This Preliminary Placement Document has been prepared on the basis that all offers of Equity Shares in Member
States of the European Economic Area (“EEA”) (each a “Member State™) will be made pursuant to an exemption
under the Prospectus Regulation from the requirement to produce a prospectus for offers of Equity Shares. The
expression “Prospectus Regulation” means Regulation (EU) 2017/1129 of the European Parliament and Council
EC (and amendments thereto). Accordingly, any person making or intending to make an offer within the EEA of
Equity Shares which are the subject of the placement contemplated in this Preliminary Placement Document
should only do so in circumstances in which no obligation arises for the Bank or any of the Book Running Lead
Managers to produce a prospectus for such offer. None of the Bank or the Book Running Lead Managers have
authorized, nor do they authorize, the making of any offer of Equity Shares through any financial intermediary,
other than the offers made by the Book Running Lead Managers which constitute the final placement of Equity
Shares contemplated in this Preliminary Placement Document.

Information to Distributors (as defined below)

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU
on markets in financial instruments, as amended (“MiFID I1”); (b) Articles 9 and 10 of Commission Delegated
Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together, the “MiFID
I1 Product Governance Requirements”), and disclaiming all and any liability, whether arising in tort, contract
or otherwise, which any “manufacturer” (for the purposes of the MiFID Il Product Governance Requirements)
may otherwise have with respect thereto, the Equity Shares have been subject to a product approval process, which
has determined that such Equity Shares are: (i) compatible with an end target market of retail investors and
investors who meet the criteria of professional clients and eligible counterparties, each as defined in MiFID II;
and (ii) eligible for distribution through all distribution channels as are permitted by MIFID Il (the “Target
Market Assessment”). Notwithstanding the Target Market Assessment, “distributors” (for the purposes of the
MiFID Il Product Governance Requirements) (“Distributors”) should note that: the price of the Equity Shares
may decline and investors could lose all or part of their investment; the Equity Shares offer no guaranteed income
and no capital protection; and an investment in the Equity Shares is compatible only with investors who do not
need a guaranteed income or capital protection, who (either alone or in conjunction with an appropriate financial
or other adviser) are capable of evaluating the merits and risks of such an investment and who have sufficient
resources to be able to bear any losses that may result therefrom. The Target Market Assessment is without
prejudice to the requirements of any contractual, legal or regulatory selling restrictions in relation to the Offer.

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or
appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors to
invest in, or purchase, or take any other action whatsoever with respect to the Equity Shares. Each Distributor is
responsible for undertaking its own target market assessment in respect of the Equity Shares and determining
appropriate distribution channels.

NOTICE TO INVESTORS IN THE UNITED KINGDOM

The communication of this Preliminary Placement Document and any other document or materials relating to the
issue of the Equity Shares offered hereby is not being made, and such documents and/ or materials have not been
approved, by an authorised person for the purposes of Section 21 of the United Kingdom’s Financial Services and
Markets Act 2000, as amended (the “FSMA”). Accordingly, such documents and/ or materials are not being
distributed to, and must not be passed on to, the general public in the United Kingdom. The communication of
such documents and/ or materials as a financial promotion is only being made to those persons in the United
Kingdom falling within the definition of investment professionals (as defined in Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Financial Promotion Order”), or within



Article 49(2)(a) to (d) of the Financial Promotion Order, or to any other persons to whom it may otherwise lawfully
be made under the Financial Promotion Order (all such persons together being referred to as “relevant persons”).
In the United Kingdom, the Equity Shares offered hereby are only available to, and any investment or investment
activity to which this Preliminary Placement Document relates will be engaged in only with, relevant persons.
Any person in the United Kingdom that is not a relevant person should not act or rely on this Preliminary

Placement Document or any of its contents.
NOTICE TO INVESTORS IN CERTAIN OTHER JURISDICTIONS

For information relating to investors in certain other jurisdictions, see the sections “Selling Restrictions” and
“Transfer Restrictions” on pages 264 and 273, respectively.



REPRESENTATIONS BY INVESTORS

All references to “you” and “your” in this section are to the Bidders in the Issue. By bidding and/or subscribing
to any Equity Shares under this Issue, you are deemed to have represented, warranted, acknowledged and agreed
to the Bank and the Book Running Lead Managers, as follows:

1.

You are a “Qualified Institutional Buyer”, as defined in Regulation 2(1)(ss) of the SEBI ICDR
Regulations and not excluded pursuant to Regulation 179(2)(b) of the SEBI ICDR Regulations, having
a valid and existing registration under applicable laws and regulations of India, and undertake to (i)
acquire, hold, manage or dispose of any Equity Shares that are Allotted (hereinafter defined) to you in
accordance with Chapter VI of the SEBI ICDR Regulations, the Companies Act and all other applicable
laws; and (ii) comply with all requirements under applicable law in this relation, including reporting
obligations / making necessary filings, including with the RBI, if any;

That you are eligible to invest in India under applicable law, including the RBI and FEMA Regulations
(as defined hereinafter), and have not been prohibited by the SEBI or any other regulatory authority,
statutory authority or otherwise, from buying, selling or dealing in securities or otherwise accessing
capital markets in India;

If you are not a resident of India, but a QIB, you are an Eligible FPI (and are not an individual, corporate
body or a family office) having a valid and existing registration with SEBI under the applicable laws in
India or a multilateral or bilateral development financial institution, and are eligible to invest in India
under applicable law, including the FEMA Regulations, and any notifications, circulars or clarifications
issued thereunder, and have not been prohibited by SEBI or any other regulatory authority, from buying,
selling, dealing in securities or otherwise accessing the capital markets. You confirm that you are not an
FVCI. You will make all necessary filings with appropriate regulatory authorities, including RBI, as
required pursuant to applicable laws;

If you are an Eligible FPI as defined in this Preliminary Placement Document, you confirm that you will
participate in the Issue only under and in conformity with Schedule Il of FEMA Regulations. Further,
you acknowledge that Eligible FPIs may invest in such number of Equity Shares such that the individual
investment of the Eligible FPI or its investor group (multiple entities registered as FPIs and directly or
indirectly, having common ownership of more than fifty per cent or common control) in our Bank does
not exceed 10% of the post-Issue paid-up capital of our Bank on a fully diluted basis and further with
effect from April 1, 2020, the aggregate limit for FPI investments shall be the sectoral cap applicable to
our Bank;

You will provide the information as required under the Companies Act and the PAS Rules for record
keeping by the Bank, including your name, complete address, phone number, e-mail address, permanent
account number and bank account details;

You are eligible to invest in and hold the Equity Shares of our Bank in accordance with press note no. 3
(2020 Series), dated April 17, 2020, issued by the Department for Promotion of Industry and Internal
Trade, Government of India, wherein if the beneficial owner of the Equity Shares is situated in or is a
citizen of a country which shares land border with India, foreign direct investments can only be made
through the Government approval route, as prescribed in the FEMA Regulations.

If you are Allotted Equity Shares pursuant to the Issue, you shall not sell the Equity Shares so acquired
for a period of one year from the date of Allotment (hereinafter defined), except on the floor of the Stock
Exchange (additional restrictions apply if you are in the United States). For additional restrictions in this
regard, please see the sections “Selling Restrictions” and “Transfer Restrictions” on pages 264 and 273,
respectively;

You are aware that this Preliminary Placement Document has not been, and will not be, filed as a
prospectus with the RoC under the Companies Act, the SEBI ICDR Regulations or under any other law
in force in India and, no Equity Shares will be offered in India to the public or any members of the public
in India or any other class of investors, other than Eligible QIBs. This Preliminary Placement Document
has not been reviewed, verified or affirmed by the SEBI, the RBI, the Stock Exchanges or any other
regulatory or listing authority and is intended only for use by Eligible QIBs. The Placement Document
shall be filed with the Stock Exchanges for record purposes only and be displayed on the websites of the
Bank and the Stock Exchange;
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You are entitled to subscribe for and acquire the Equity Shares under the laws of all relevant jurisdictions
applicable to you and that you have fully observed such laws and you have all necessary capacity and
have obtained all necessary consents and authorities and complied and shall comply with all necessary
formalities to enable you to participate in the Issue and to perform your obligations in relation thereto
(including without limitation, in the case of any person on whose behalf you are acting, all necessary
consents and authorisations to agree to the terms set out or referred to in this Preliminary Placement
Document), and will honour such obligations;

Neither the Bank, the Book Running Lead Managers nor any of their respective shareholders, directors,
officers, employees, counsels, representatives, agents or affiliates are making any recommendations to
you or advising you regarding the suitability of any transactions it may enter into in connection with the
Issue and your participation in the Issue is on the basis that you are not, and will not, up to the Allotment
of the Equity Shares, be a client of the Book Running Lead Managers. Neither the Book Running Lead
Managers nor any of their respective shareholders, directors, officers, employees, counsels,
representatives, agents or affiliates has any duty or responsibility to you for providing the protection
afforded to their clients or customers or for providing advice in relation to the Issue and are not in any
way acting in any fiduciary capacity;

All statements other than statements of historical fact included in this Preliminary Placement Document,
including, without limitation, those regarding our financial position, business strategy, plans and
objectives of management for future operations (including development plans and objectives relating to
our business), are forward-looking statements. Such forward-looking statements involve known and
unknown risks, uncertainties and other important factors that could cause actual results to be materially
different from future results, performance or achievements expressed or implied by such forward-looking
statements. Such forward-looking statements are based on numerous assumptions regarding the Bank’s
present and future business strategies and environment in which we will operate in the future. You should
not place undue reliance on forward-looking statements, which speak only as of the date of this
Preliminary Placement Document. None of the Bank, the Book Running Lead Managers or any of their
respective shareholders, directors, officers, employees, counsel, representatives, agents or affiliates
assumes any responsibility to update any of the forward-looking statements contained in this Preliminary
Placement Document;

You are aware that the Equity Shares are being offered only to Eligible QIBs on a private placement
basis and are not being offered to the general public, and the Allotment shall be on a discretionary basis
at the discretion of the Bank in consultation with the Book Running Lead Managers;

You have made, or deemed to have made, as applicable, the representations, warranties,
acknowledgments and undertakings as set out under “Selling Restrictions” and “Transfer Restrictions”
on pages 264 and 273, respectively and you warrant that you will comply with such representations,
warranties, acknowledgments and undertakings;

You have been provided a serially numbered copy of this Preliminary Placement Document, and have
read it in its entirety, including in particular the “Risk Factors” on page 59;

You are not acquiring or subscribing for the Equity Shares as a result of any general solicitation or general
advertising (as those terms are defined in Regulation D under the U.S. Securities Act) or directed selling
efforts (as defined in Regulation S) and you understand and agree that offers and sales (a) in the United
States, are being made in reliance on an exemption to the registration requirements of the Securities Act
provided by Section 4(a)(2) under the Securities Act, Rule 144A or another available exemption from
registration under the Securities Act, and the Equity Shares may not be eligible for resale under Rule
144A thereunder; and (b) outside the United States, are being made in offshore transactions in
compliance with Regulation S.

In making your investment decision, you have (i) relied on your own examination of the Bank and the
terms of the Issue, including the merits and risks involved, (ii) made your own assessment of the Bank,
the Equity Shares and the terms of the Issue based on such information as is publicly available, (iii)
consulted your own independent counsels and advisors or otherwise have satisfied yourself concerning,
the effects of local laws (including tax laws), (iv) relied solely on the information contained in this
Preliminary Placement Document and no other disclosure or representation by the Bank or any other
party, (v) received all information that you believe is necessary or appropriate in order to make an
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investment decision in respect of the Bank and the Equity Shares, and (vi) relied upon your own
investigation and resources in deciding to invest in the Issue;

Neither the Book Running Lead Managers nor any of their respective shareholders, directors, officers,
employees, counsels, representatives, agents or affiliates, has provided you with any tax advice or
otherwise made any representations regarding the tax consequences of purchase, ownership and disposal
of the Equity Shares (including the Issue and the use of proceeds from the Equity Shares). You will
obtain your own independent tax advice from a reputable service provider and will not rely on the Book
Running Lead Managers or any of their respective shareholders, directors, officers, employees, counsels,
representatives, agents or affiliates, when evaluating the tax consequences in relation to the Equity Shares
(including, in relation to the Issue and the use of proceeds from the Equity Shares). You waive, and agree
not to assert any claim against, either of the Book Running Lead Managers or any of their respective
shareholders, directors, officers, employees, counsels, representatives, agents or affiliates, with respect
to the tax aspects of the Equity Shares or as a result of any tax audits by tax authorities, wherever situated:;

You are a sophisticated investor and have such knowledge and experience in financial, business and
investment matters as to be capable of evaluating the merits and risks of the investment in the Equity
Shares. You are experienced in investing in private placement transactions of securities of companies in
a similar nature of business, similar stage of development and in similar jurisdictions. You and any
managed accounts for which you are subscribing for the Equity Shares (i) are each able to bear the
economic risk of the investment in the Equity Shares, (ii) will not look to the Bank and/or the Book
Running Lead Managers or any of their respective shareholders (except , directors, officers, employees,
counsels, representatives, agents or affiliates, for all or part of any such loss or losses that may be suffered
in connection with the Issue, including losses arising out of non-performance by the Bank of any of its
respective obligations or any breach of any representations and warranties by the Bank, whether to you
or otherwise; (iii) are able to sustain a complete loss on the investment in the Equity Shares, (iv) have no
need for liquidity with respect to the investment in the Equity Shares, and (v) have no reason to anticipate
any change in your or their circumstances or any accounts for which you are subscribing, financial or
otherwise, which may cause or require any sale or distribution by you or them of all or any part of the
Equity Shares. You are seeking to subscribe to the Equity Shares in the Issue for your own investment
and not with a view to resell or distribute;

If you are acquiring the Equity Shares for one or more managed accounts, you represent and warrant that
you are authorised in writing, by each such managed account to acquire the Equity Shares for each
managed account and make the representations, warranties, acknowledgements, undertakings and
agreements herein for and on behalf of each such account, reading the reference to ‘you’ to include such
accounts;

You are not a ‘promoter’ of the Bank (as defined under the SEBI ICDR Regulations) , and are not a
person related to any of the Promoters, either directly or indirectly and your Bid (hereinafter defined)
does not directly or indirectly represent any Promoter or promoter group of the Bank or persons or entities
related thereto;

You have no rights under a shareholders’ agreement or voting agreement entered into with the Promoters
or members of the promoter group of the Bank, no veto rights or right to appoint any nominee director
on the Board of Directors of the Bank, other than the rights, if any, acquired in the capacity of a lender
not holding any Equity Shares (a QIB who does not hold any Equity Shares and who has acquired the
said rights in the capacity of a lender shall not be deemed to be a person related to our Promoters);

You have no right to withdraw your Bid or revise your Bid downwards after the Issue Closing Date (as
defined herein);

You are eligible to Bid for and hold Equity Shares so Allotted together with any Equity Shares held by
you prior to the Issue. Your aggregate holding after the Allotment of the Equity Shares shall not exceed
the level permissible as per any applicable law;

The Bid made by you would not ultimately result in triggering an open offer under the SEBI (Substantial
Acquisition of Shares and Takeover) Regulations, 2011, as amended (“SEBI Takeover Regulations™);

To the best of your knowledge and belief, your aggregate holding, together with other Eligible QIBs in
the Issue that belong to the same group or are under common control as you, pursuant to the Allotment
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under the Issue shall not exceed 50.00% of the Issue Size. For the purposes of this representation:

a. Eligible QIBs “belonging to the same group” shall mean entities where (a) any of them controls,
directly or indirectly, through its subsidiary or holding company, not less than 15.00% of the
voting rights in the other; (b) any of them, directly or indirectly, by itself, or in combination
with other persons, exercise control over the others; or (c) there is a common director, excluding
nominee and independent directors, amongst an Eligible QIBs, its subsidiary or holding
company and any other QIB ; and

b. ‘Control’ shall have the same meaning as is assigned to it under the SEBI Takeover
Regulations.

You are aware that after Allotment, final applications will be made for obtaining listing and trading
approvals from the Stock Exchange, and that there can be no assurance that such approvals will be
obtained on time or at all. Neither, the Bank nor the Book Running Lead Managers nor any of their
respective shareholders, directors, officers, employees, counsels, representatives, agents or affiliates shall
be responsible for any delay or non-receipt of such final listing and trading approvals or any loss arising
therefrom;

You shall not undertake any trade in the Equity Shares credited to your beneficiary account with the
Depository Participant until such time that the final listing and trading approvals for the Equity Shares
are issued by the Stock Exchange;

You are aware that in terms of the requirements of the Companies Act, upon Allocation, the Bank will
be required to disclose names and percentage of post-Issue shareholding of the proposed Allottees in the
Placement Document. However, disclosure of such details in relation to the proposed Allottees in the
Placement Document will not guarantee Allotment to them, as Allotment in the Issue shall continue to
be at the sole discretion of the Bank, in consultation with the Book Running Lead Managers;

You agree in terms of Section 42 of the Companies Act and Rule 14 of the PAS Rules, that the Bank
shall make necessary filings with the RoC as may be required under the Companies Act;

You are aware that in accordance with Section 12B of the Banking Regulation Act no person (along with
his relatives, associate enterprises or persons acting in concert with) can acquire or hold 5.00% or more
of the total paid-up share capital of the Bank, or be entitled to exercise 5.00% or more of the total voting
rights of the Bank, without prior approval of the Board and the RBI. Accordingly, you hereby represent
that your (direct or indirect) aggregate holding in the paid-up share capital of the Bank, whether beneficial
or otherwise:

0] after subscription to the Equity Shares in the Issue by your relatives, your associate enterprises
or persons acting in concert with you, aggregated with any pre-Issue shareholding in the Bank
of you, your relatives, your associate enterprises or persons acting in concert; or

(i) after subscription to the Equity Shares in the Issue by you aggregated with any pre-Issue
shareholding in the Bank of you, your relatives, your associate enterprises or persons acting in

concert with you.

shall not amount to 5.00 % or more of the total paid-up share capital of the Bank or would not entitle you
to exercise 5.00 % or more of the total voting rights of the Bank, unless prior approval of the Board and
the RBI has been obtained,;

You are aware that if you, together with any other Eligible QIBs belonging to the same group or under
common control, are Allotted more than 5.00% of the Equity Shares in this Issue, the Bank shall be
required to disclose the name of such Allottees and the number of Equity Shares Allotted to the Stock
Exchanges and the Stock Exchanges will make the same available on their website and you consent to
such disclosures being made by the Bank;

You are aware and understand that the Book Running Lead Managers have entered into a placement
agreement with the Bank, whereby the Book Running Lead Managers have, subject to the satisfaction of
certain conditions set out therein, severally and not jointly, undertaken to use their reasonable efforts to
seek to procure subscription for the Equity Shares on the terms and conditions set out therein;
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The contents of this Preliminary Placement Document are exclusively the responsibility of the Bank and
that neither the Book Running Lead Managers nor any person acting on its or their behalf or any of the
counsels or advisors to the Issue has or shall have any liability for any information, representation or
statement contained in this Preliminary Placement Document or any information previously published
by or on behalf of the Bank and will not be liable for your decision to participate in the Issue based on
any information, representation or statement contained in this Preliminary Placement Document or
otherwise. By accepting participation in the Issue, you agree to the same and confirm that the only
information you are entitled to rely on, and on which you have relied in committing yourself to acquire
the Equity Shares is contained in this Preliminary Placement Document, such information being all that
you deem necessary to make an investment decision in respect of the Equity Shares, and you have neither
received nor relied on any other information, representation, warranty or statement made by, or on behalf
of, the Book Running Lead Managers or the Bank or any other person and neither the Book Running
Lead Managers nor the Bank or any of their respective affiliates, including any view, statement, opinion
or representation expressed in any research published or distributed by them and the Book Running Lead
Managers and their respective affiliates will not be liable for your decision to accept an invitation to
participate in the Issue based on any other information, representation, warranty, statement or opinion;

Neither the Book Running Lead Managers nor any of their respective affiliates have any obligation to
purchase or acquire all or any part of the Equity Shares purchased by you in the Issue or to support any
losses directly or indirectly sustained or incurred by you for any reason whatsoever in connection with
the Issue, including non-performance by the Bank of any of its obligations or any breach of any
representations and warranties by the Bank, whether to you or otherwise;

You are subscribing to the Equity Shares to be issued pursuant to the Issue in accordance with applicable
laws, including the FEMA Regulations, and by participating in this Issue, you are not in violation of any
applicable law, including but not limited to the Insider Trading Regulations, the Securities and Exchange
Board of India (Prohibition of Fraudulent and Unfair Trade Practices relating to Securities Market)
Regulations, 2003, as amended, and the Companies Act;

Any dispute arising in connection with the Issue will be governed and construed in accordance with the
laws of the Republic of India, and the courts in Mumbai, India, shall have exclusive jurisdiction to settle
any disputes which may arise out of or in connection with this Preliminary Placement Document;

Either (i) you have not participated in or attended any investor meetings or presentations by the Bank or
its agents with regard to the Bank or this Issue; or (ii) if you have participated in or attended any Bank
presentations; (a) you understand and acknowledge that the Book Running Lead Managers may not have
the knowledge of the statements that the Bank or its agents may have made at such Bank presentations
and are therefore unable to determine whether the information provided to you at such meetings or
presentations included any material misstatements or omissions, and, accordingly you acknowledge that
Book Running Lead Managers have advised you not to rely in any way on any such information that was
provided to you at such meetings or presentations, and (b) you confirm that, to the best of your
knowledge, you have not been provided any material information that was not publicly available;

If you are within the United States, you are a U.S. QIB, who is are acquiring the Equity Shares for your
own account or for the account of an institutional investor who also meets the definition of a U.S. QIB,
for investment purposes only, and not with a view to, or for reoffer or resale in connection with, the
distribution (within the meaning of any United States securities laws) thereof, in whole or in part, and
are not an affiliate of the Bank or a person acting on behalf of such an affiliate;

If you are outside the United States, you are subscribing for the Equity Shares in an “offshore transaction”
within the meaning of Regulation S under the Securities Act, and are not the Bank or the Book Running
Lead Managers’ affiliate or a person acting on behalf of such an affiliate;

You understand and agree that the Equity Shares are transferable only in accordance with the restrictions
described under the sections “Selling Restrictions” and “Transfer Restrictions” on pages 264 and 273,
respectively. Particularly, you represent and agree that you will only reoffer, resell, pledge or otherwise
transfer the Equity Shares only (A) (i) to a person whom the beneficial owner and/or any person acting
on its behalf reasonably believes is a U.S. QIB in transactions meeting the requirements of Rule 144A or
another exemption from the registration requirements of the Securities Act or (ii) in an offshore
transaction complying with Rule 903 or Rule 904 of Regulation S under the Securities Act and (B) in
accordance with all applicable laws, including the securities laws of the states of the United States;
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Each of the representations, warranties, acknowledgements and agreements set out above shall continue
to be true and accurate at all times up to and including the Allotment, listing and trading of the Equity
Shares in the Issue. You agree to indemnify and hold the Bank and the Book Running Lead Managers
and their respective affiliates and their respective directors, officers, employees and controlling persons
harmless from any and all costs, claims, liabilities and expenses (including legal fees and expenses)
arising out of or in connection with any breach of the foregoing representations, warranties,
acknowledgements, agreements and undertakings made by you in this Preliminary Placement Document.
You agree that the indemnity set out in this paragraph shall survive the resale of the Equity Shares by, or
on behalf of, the managed accounts; and

The Bank, the Book Running Lead Managers, their respective affiliates, directors, officers, employees
and controlling persons and others will rely on the truth and accuracy of the foregoing representations,
warranties, acknowledgements and undertakings, which are given to the Book Running Lead Managers
on their own behalf and on behalf of the Bank, and are irrevocable. It is agreed that if any of such
representations, warranties, acknowledgements and undertakings are no longer accurate, you will
promptly notify the Bank and the Book Running Lead Managers.

10



OFFSHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian laws, rules, regulations, guidelines and approvals, including in
terms of Regulation 21 of the Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations,
2019 (“SEBI FPI Regulations™), as amended, FPIs, including the affiliates of the Book Running Lead Managers,
who are registered as category | FPI can issue, subscribe and otherwise deal in offshore derivative instruments (as
defined under the SEBI FPI Regulations as any instrument, by whatever name called, which is issued overseas by
an FPI against securities held by it in India, as its underlying) (all such offshore derivative instruments are referred
to herein as “P-Notes”) and persons who are eligible for registration as category | FPIs can subscribe to or deal in
such P-Notes provided that in the case of an entity that has an investment manager who is from the Financial
Action Task Force member country, such investment manager shall not be required to be registered as a Category
| FPI. The above-mentioned category | FPIs may receive compensation from the purchasers of such instruments.
An FP1 will collect the regulatory fee of USD 1,000 or any other amount, as may be specified by SEBI from time
to time, from every subscriber of offshore derivative instrument issued by it and deposit the same with SEBI by
way of electronic transfer in the designated bank account of SEBI. Such P-Notes can be issued post compliance
with the KYC norms and such other conditions as specified by SEBI from time to time. P-Notes have not been,
and are not being offered, or sold pursuant to this Preliminary Placement Document. This Preliminary Placement
Document does not contain any information concerning P-Notes or the issuer(s) of any P-notes, including, without
limitation, any information regarding any risk factors relating thereto.

In terms of the SEBI FPI Regulations, the issue of Equity Shares to a single FPI or an investor group (multiple
entities registered as FPIs and directly or indirectly, having common ownership of more than 50% or common
control) is not permitted to be 10% or above of our post-Issue Equity Share capital. As per the SEBI circular
bearing No. CIR/IMD/FIIC/ 20 /2014, dated 24 November 2014, these investment restrictions shall also apply to
subscribers of offshore derivative instruments. Two or more subscribers of offshore derivative instruments having
common ownership of more than 50% or common control shall be considered together as a single subscriber of
the offshore derivative instruments. In the event a prospective investor has investments as an FPI and as a
subscriber of offshore derivative instruments, these investment restrictions shall apply on the aggregate of the FPI
and offshore derivative instruments investments held in the underlying company. Pursuant to a circular dated 5
November 2019, the SEBI has issued certain operational guidelines to facilitate implementation of the SEBI FPI
Regulations.

Any P-Notes that may be issued are not securities of our Bank and do not constitute any obligation of,
claims on or interests in our Bank. Our Bank has not participated in any offer of any P-Notes, or in the
establishment of the terms of any P-Notes, or in the preparation of any disclosure related to any P-Notes. Any P-
Notes that may be offered are issued by, and are the sole obligations of, third parties that are unrelated to our
Bank. Our Bank and the Book Running Lead Managers do not make any recommendation as to any investment
in P-Notes and do not accept any responsibility whatsoever in connection with any P-Notes. Any P-Notes that
may be issued are not securities of the Book Running Lead Managers and do not constitute any obligations of or
claims on the Book Running Lead Managers. Respective affiliates of the Book Running Lead Managers which
are eligible FPIs may purchase the Equity Shares in this Issue, and may issue P-Notes in respect thereof, in each
case to the extent permitted by applicable law.

Prospective investors interested in purchasing any P-Notes have the responsibility to obtain adequate
disclosures from the issuer(s) of such P-Notes and the terms and conditions of any such P-Notes from the
issuer(s) of such P-Notes. Neither SEBI nor any other regulatory authority has reviewed or approved any
P-Notes or any disclosure related thereto. Prospective investors are urged to consult their own financial,
legal, accounting and tax advisors regarding any contemplated investment in P-Notes, including whether
P-Notes are issued in compliance with applicable laws and regulations.
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DISCLAIMER CLAUSE OF THE STOCK EXCHANGE

As required, a copy of this Preliminary Placement Document has been submitted to each of the Stock Exchange.
The Stock Exchanges do not in any manner:

1. warrant, certify or endorse the correctness or completeness of the contents of this Preliminary Placement
Document;

2. warrant that our Equity Shares will be listed or will continue to be listed on the Stock Exchanges; or

3. take any responsibility for the financial or other soundness of the Bank, its Promoters, its management

or any schemes or projects of the Bank.

It should not, for any reason be deemed or construed to mean that this Preliminary Placement Document has been
cleared or approved by the Stock Exchanges. Every person who desires to apply for or otherwise acquire any
Equity Shares may do so pursuant to an independent inquiry, investigation and analysis and shall not have any
claim against the Stock Exchanges whatsoever, by reason of any loss which may be suffered by such person
consequent to or in connection with, such subscription/acquisition, whether by reason of anything stated or omitted
to be stated herein, or for any other reason whatsoever.
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PRESENTATION OF FINANCIAL INFORMATION AND OTHER CONVENTIONS
Certain Conventions

In this Preliminary Placement Document, unless the context otherwise indicates or implies, references to ‘you,’
‘your’, ‘offeree’, ‘purchaser,” ‘subscriber,” ‘recipient,” ‘investors’ and ‘potential investor’ are to the prospective
investors in the Issue, references to ‘the Bank’, the ‘Issuer’ are to Axis Bank Limited, and references to ‘we’, ‘our’
or ‘us’ are to Axis Bank Limited, together with its Subsidiaries on a consolidated basis.

In this Preliminary Placement Document, references to ‘US$’, ‘USD’ and ‘U.S. dollars’ are to the legal currency
of the United States and references to ‘?°, ‘Rs.”, ‘INR’ ‘Indian Rupees’ and ‘Rupees’ are to the legal currency of
India. All references herein to the ‘U.S.” or the ‘United States’ are to the United States of America and its territories
and possessions. All references herein to “India” are to the Republic of India and its territories and possessions
and the ‘Government’ or ‘Gol’ or the ‘Central Government’ or the ‘State Government’ are to the Government of
India, central or state, as applicable.

References to the singular also refer to the plural and one gender also refers to any other gender, wherever
applicable. The Bank has presented certain numerical information in this Preliminary Placement Document in
“million” units or billion units. One million represents 1,000,000 and one billion represents 1,000,000,000.

Financial and Other Information

Financial Statements

The Bank maintains its books and records and publishes its financial statements in Indian Rupees.

The following financial statements of the Bank have been included in this Preliminary Placement Document:

1. special purpose unaudited reviewed condensed standalone financials of the Bank as of and for the three
months ended 30 June 2020 along with the explanatory notes thereto, reviewed in accordance with the
Standard on Review Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the ICAI (the “Special Purpose Condensed Standalone
Financial Statements”™);

2. unaudited reviewed consolidated financial results of the Bank as of and for the three months ended 30
June 2020, with comparative information as of and for the three months ended 30 June 2019, along with
the explanatory notes thereto, reviewed in accordance with the Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued
by the ICAI and submitted to the Stock Exchanges in accordance with the SEBI LODR Regulations (the
“Interim Consolidated Financial Statements”);

3. audited standalone financial statements as of and for the Fiscal ended 31 March 2020, along with the
respective schedules and notes thereto (the “Fiscal 2020 Audited Standalone Financial Statements™);

4. audited standalone financial statements as of and for the Fiscal ended 31 March 2019, along with the
respective schedules and notes thereto (the “Fiscal 2019 Audited Standalone Financial Statements”);

5. audited standalone financial statements as of and for the Fiscal ended 31 March 2018, along with the
respective schedules and notes thereto (the “Fiscal 2018 Audited Standalone Financial Statements™);

6. audited consolidated financial statements as of and for the Fiscal ended 31 March 2020, along with the
respective schedules and notes thereto (the “Fiscal 2020 Audited Consolidated Financial
Statements”);

7. audited consolidated financial statements as of and for the Fiscal ended 31 March 2019, along with the

respective schedules and notes thereto (the “Fiscal 2019 Audited Consolidated Financial
Statements™); and

8. audited consolidated financial statements as of and for the Fiscal ended 31 March 2018, along with the

respective schedules and notes thereto (the “Fiscal 2018 Audited Consolidated Financial Statements”
and, collectively with each of the foregoing, the “Financial Statements”).
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The Bank’s Financial Statements have been prepared in accordance with the accounting principles generally
accepted in India (“Indian GAAP”), as applicable to banks, to comply with the statutory requirements prescribed
under the third schedule of the Banking Regulation Act, the circulars, the notifications and guidelines issued by
RBI from time to time and the accounting standards notified under the Companies Act.

Basis of Presentation

Unless otherwise specified, the financial information contained in this Preliminary Placement Document (i) as of
31 March 2020 and for Fiscal 2020 has been derived from the Fiscal 2020 Audited Standalone Financial
Statements, (ii) as of 31 March 2019 and for Fiscal 2019 has been derived from Fiscal 2019 Audited Standalone
Financial Statements; (iii) as of 31 March 2018 and for Fiscal 2018 has been derived from the Fiscal 2018 Audited
Standalone Financial Statements; (iv) as of and for the three months period ended 30 June 2020 have been derived
from the Special Purpose Condensed Standalone Financial Statements. Interim financial results are not necessarily
indicative of results that may be expected for the full Fiscal year or any future reporting period. Indian GAAP
differs from accounting principles with which prospective investors may be familiar in other countries, including
generally accepted accounting principles followed in the U.S. (“U.S. GAAP”) or International Financial
Reporting Standards (“IFRS”). The Bank does not attempt to quantify the impact of U.S. GAAP or IFRS on the
financial data included in this Preliminary Placement Document, nor does the Bank provide a reconciliation of its
Financial Information to IFRS or U.S. GAAP. Accordingly, the degree to which the Financial Information
prepared in accordance with Indian GAAP included in this Preliminary Placement Document will provide
meaningful information is entirely dependent on the reader’s familiarity with the respective Indian accounting
policies and practices. Any reliance by persons not familiar with Indian accounting practices on the financial
disclosures presented in this Preliminary Placement Document should accordingly be limited. For differences in
accounting principles, please see the section entitled “Risk Factors — Risks related to India - Indian accounting
principles differ from those which prospective investors may be familiar with in other countries. In addition,
the effects of the planned convergence with, and adoption of, IFRS are uncertain ” on page 89.

In addition, MCA, in its press release dated 18 January 2016, issued a roadmap for implementation of IND-AS
converged with IFRS for non-banking financial companies, scheduled commercial banks, insurers, and insurance
companies, which was subsequently confirmed by the RBI through its circular dated 11 February 2016. This
circular required the Bank to prepare IND-AS based financial statements for the accounting period commencing
1 April 2018 with comparative financial statements for the accounting period on ending 31 March 2018. The
implementation of IND-AS by banks requires certain legislative changes in the format of financial statements to
comply with disclosures required by IND-AS. In April 2018, the RBI deferred the effective date for
implementation of IND-AS by one year, by which point the necessary legislative amendments are expected to
have been completed. By way of its notification dated 22 March 2019, the RBI further deferred the effective date
for implementation of IND-AS until further notice, pending necessary legislative amendments to the Banking
Regulation Act. The Bank shall be required to begin preparing financial statements in accordance with IND-AS
in the future once the RBI notifies that the implementation of IND-AS will be mandatory for banks.

Unless otherwise stated, the Bank’s financial information included in this Preliminary Placement Document
(including the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”) has been presented on a standalone basis, which does not reflect the financial performance or
financial condition of the Bank’s subsidiaries. Although the Bank possesses certain subsidiaries, it believes that
the impact of those entities on the Bank’s consolidated financial statements is not significant. Accordingly, the
Bank’s management primarily utilizes the Bank’s standalone financial information to monitor the operational
strength and performance of the Bank’s business. For more information on the Bank’s financial information on a
consolidated basis, see the Bank’s consolidated financial statements, which have been included in this Preliminary
Placement Document. For more information on the Bank’s subsidiaries, see “Business — Subsidiaries” on page
198.

Certain comparative financial data for Fiscal 2019 presented in the Fiscal 2020 Audited Standalone Financial
Statements and Fiscal 2020 Audited Consolidated Financial Statements were reclassified from their previous
presentation in the Fiscal 2019 Audited Standalone Financial Statements and Fiscal 2019 Audited Consolidated
Financial Statements to conform to the presentation of the Fiscal 2020 Audited Standalone Financial Statements
and Fiscal 2020 Audited Consolidated Financial Statements. The audited financial data for Fiscal 2019 presented
in the Fiscal 2019 Audited Standalone Financial Statements and Fiscal 2019 Audited Consolidated Financial
Statements are based on the financial statements as approved by the Bank’s board of directors and have not been
revised to account for the aforementioned changes. Therefore, the comparative financial data for Fiscal 2019
presented in the Fiscal 2020 Audited Standalone Financial Statements and Fiscal 2020 Audited Consolidated
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Financial Statements may not be comparable to the audited financial data for Fiscal 2019 presented in the Fiscal
2019 Audited Standalone Financial Statements and Fiscal 2019 Audited Consolidated Financial Statements.

Further, certain comparative financial data for Fiscal 2018 presented in the Fiscal 2019 Audited Standalone
Financial Statements and Fiscal 2019 Audited Consolidated Financial Statements were reclassified from their
previous presentation in the Fiscal 2018 Audited Standalone Financial Statements and Fiscal 2018 Audited
Consolidated Financial Statements to conform to the presentation of the Fiscal 2019 Audited Standalone Financial
statements and Fiscal 2019 Audited Consolidated Financial Statements. The audited financial data for Fiscal 2018
presented in the Fiscal 2018 Audited Standalone Financial Statements and Fiscal 2018 Audited Consolidated
Financial Statements are based on the financial statements as approved by the Bank’s board of directors and have
not been revised to account for the aforementioned changes. Therefore, the comparative financial data for Fiscal
2018 presented in the Fiscal 2019 Audited Standalone Financial Statements and Fiscal 2019 Audited Consolidated
Financial Statements may not be comparable to the audited financial data for Fiscal 2018 presented in the Fiscal
2018 Audited Standalone Financial Statements and Fiscal 2018 Audited Consolidated Financial Statements.

All numerical and financial information as set out and presented in this Preliminary Placement Document for the
sake of consistency and convenience have been rounded off or expressed in whole figures. Accordingly, figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

The fiscal year of the Bank commences on April 1 of each calendar year and ends on 31 March of the succeeding
calendar year, so, unless otherwise specified or if the context requires otherwise, all references to a particular
‘Financial Year’, ‘Fiscal Year’ or ‘Fiscal’ or ‘FY’ are to the twelve month period ended on 31 March of that year.

Non-GAAP Financial Measures

The Bank uses a variety of financial and operational performance indicators to measure and analyze its operational
performance from period to period, and to manage its business. The Bank’s management also uses other
information that may not be entirely financial in nature, including statistical and other comparative information
commonly used within the Indian banking industry to evaluate our financial and operating performance. The key
financial and operational performance indicators and ratios are defined along with a brief explanation in the
sections, “Definitions and Abbreviations”, “Management’s Discussion and Analysis of Financial Condition
and Results of Operations - Certain Non-GAAP Measures” and “Select Statistical Information” on pages 22,
140 and 40 respectively.

These financial and operational performance indicators have limitations as analytical tools. As a result, these
financial and operational performance indicators should not be considered in isolation from, or as a substitute for,
analysis of the Bank’s historical financial performance, as reported and presented in its financial statements.
Further, these financial and operational performance indicators are not defined under Indian GAAP, and therefore,
should not be viewed as substitutes for performance or profitability measures under Indian GAAP. While these
financial and operational performance indicators may be used by other banks and financial institutions operating
in the Indian banking industry, they may not be comparable to similar financial or performance indicators used
by other banks or financial institutions. Other banks or financial institutions may use different financial or
performance indicators or calculate these ratios differently, and similarly titled measures published by them may
therefore not be comparable to those used by the Bank.
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INDUSTRY AND MARKET DATA

Industry and market data used in this Preliminary Placement Document has been obtained or derived from publicly
available information as well as various industry publications and sources.

Information regarding market position, growth rates, other industry data and certain industry forecasts pertaining
to the businesses of the Bank contained in this Preliminary Placement Document consists of estimates based on
data reports compiled by government bodies, data from other external sources and knowledge of the markets in
which the Bank competes. Unless stated otherwise, the statistical information included in this Preliminary
Placement Document relating to the industry in which the Bank operates has been reproduced from various trade,
industry and government publications and websites.

The Bank has not commissioned any report for purposes of this Preliminary Placement Document. Industry and
market data included in this Preliminary Placement Document has been obtained or derived from government
bodies, professional organizations and analysts, data from other external sources including reports that have been
prepared by the RBI, the National Payments Corporation of India and the Indian Banks’ Association. Industry
publications generally state that the information contained in such publications has been obtained from publicly
available documents from various sources believed to be reliable but their accuracy and completeness are not
guaranteed and their reliability cannot be assured. Accordingly, no investment decisions should be made on the
basis of such information.

Although the Bank believes that the industry and market data used in this Preliminary Placement Document is
reliable, it has not been independently verified by the Bank or the Book Running Lead Managers or any of their
affiliates or advisors.

The extent to which the market and industry data used in this Preliminary Placement Document is meaningful
depends on the reader’s familiarity with and understanding of the methodologies used in compiling such data.
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AVAILABLE INFORMATION

The Bank has agreed that, for so long as any Equity Shares are “restricted securities” within the meaning of Rule
144(a)(3) under the Securities Act, the Bank will, during any period in which it is neither subject to Section 13 or
15(d) of the U.S. Securities Exchange Act of 1934, as amended, nor exempt from reporting pursuant to Rule 1293-
2(b) thereunder, provide to any holder or beneficial owner of such restricted securities or to any prospective
purchaser of such restricted securities designated by such holder or beneficial owner, upon the request of such
holder, beneficial owner or prospective purchaser, the information required to be provided by Rule 144A(d)(4)
under the Securities Act, subject to compliance with applicable provisions of Indian law.
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this Preliminary Placement Document that are not statements of historical fact
constitute ‘forward-looking statements’. Investors can generally identify forward-looking statements by
terminology such as “aim”, “anticipate”, “believe”, “continue”, “can”, “could”, “estimate”, “expect”, “intend”,
“may”, “objective”, “plan”, “potential™, “project”, “pursue”, “shall”, “should”, “will”, “would”, or other words or
phrases of similar import. Similarly, statements that describe the strategies, objectives, plans or goals of the Bank
are also forward-looking statements. However, these are not the exclusive means of identifying forward looking
statements.

All statements regarding our expected financial conditions, results of operations, business plans and prospects are
forward-looking statements. These forward-looking statements include statements as to the Bank’s business
strategy, planned projects, revenue and profitability (including, without limitation, any financial or operating
projections or forecasts), new business and other matters discussed in this Preliminary Placement Document that
are not historical facts. These forward-looking statements contained in this Preliminary Placement Document
(whether made by the Bank or any third party), are predictions and involve known and unknown risks,
uncertainties, assumptions and other factors that may cause the actual results, performance or achievements of the
Bank to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements or other projections. All forward-looking statements are subject to risks,
uncertainties and assumptions about the Bank that could cause actual results to differ materially from those
contemplated by the relevant forward-looking statement. Important factors that could cause the actual results,
performances and achievements of the Bank to be materially different from any of the forward-looking statements
include, among others:

1) the extent to which the recent coronavirus (COVID-19) pandemic impacts the Bank’s business, cash
flows, results of the operations and financial condition will depend on future developments, which are
highly uncertain and cannot be predicted;

)] the Bank’s business is vulnerable to interest rate risk, and volatility in interest rates could adversely affect
the Bank’s net interest margin, the value of its fixed income portfolio, its income from treasury operations,
the quality of its loan portfolio and its financial performance;

3) the Bank’s level of non-performing assets is elevated, and if the level of its non-performing assets
increases further and the overall quality of its loan portfolio deteriorates, the Bank’s business will suffer;

(@) if requlatory and legal changes continue to impose increasingly stringent requirements regarding non-
performing loans and provisioning for such loans, the Bank’s business will suffer;

(5) the Bank has a high concentration of loans to certain borrowers, borrower groups and industry sectors
and if a substantial portion of these loans become non-performing, the overall quality of the Bank’s loan
portfolio, the Bank’s business and the price of the Equity Shares could be adversely affected;

(6) the Bank may not be successful in implementing its growth strategies or penetrating new markets;

@) the Bank may not be able to effectively manage the growth of its retail asset portfolio and maintain the
quality of its retail loan portfolio;

(8) the Bank’s failure to manage growth effectively may adversely impact the Bank’s business;

9) the Bank is subject to reserve capital, capital adequacy and liquidity requirements as stipulated by the
RBI for domestic banks. The Bank’s inability to maintain adequate capital due to changes in regulations,
a lack of access to capital markets, or otherwise may impact its ability to grow and support its business;
and

(10) the Bank’s securities and derivative financial instruments are subject to market price and liquidity
variations due to changes in economic conditions and may produce material losses.

Additional factors that could cause actual results, performance or achievements to differ materially include but
are not limited to, those discussed under the sections “Risk Factors”, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations”, “Industry Overview” and “Business” on pages 59, 108, 149
and 165, respectively. The forward-looking statements contained in this Preliminary Placement Document are
based on the beliefs of, as well as the assumptions made by, and information currently available to, our
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management. Although we believe that the expectations reflected in such forward-looking statements are
reasonable at this time, we cannot assure investors that such expectations will prove to be correct. Given these
uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements. If any of
these risks and uncertainties materialise, or if any of our underlying assumptions prove to be incorrect, our actual
results of operations, cash flows or financial condition could differ materially from that described herein as
anticipated, believed, estimated or expected. All subsequent written and oral forward-looking statements
attributable to us are expressly qualified in their entirety by reference to these cautionary statements.

In any event, these statements speak only as of the date of this Preliminary Placement Document or the respective
dates indicated in this Preliminary Placement Document. The Bank and the Book Running Lead Managers
expressly disclaim any obligation or undertaking to release publicly any updates or revisions to any forward-
looking statement contained herein to reflect any changes in the Bank’s expectations with regard thereto or any
change in events, conditions or circumstances on which any such statements are based.
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ENFORCEMENT OF CIVIL LIABILITIES

The Bank is a limited liability company incorporated under the laws of India. Most of the Directors and Key
Managerial Personnel of the Bank named therein are resident of India and all or a substantial portion of the assets
of the Bank and such person are located in India. As a result, it may be difficult or impossible for investors outside
India to effect service of process upon the Bank or such persons in India, or to enforce judgments obtained against
such parties outside India.

India is not a party to any international treaty in relation to the recognition or enforcement of foreign judgments.
Recognition and enforcement of foreign judgments is provided for under Section 13 and Section 44A of the Code
of Civil Procedure, 1908, as amended (“Civil Procedure Code”). Section 13 of the Civil Procedure Code provides
that a foreign judgment shall be conclusive regarding any matter directly adjudicated upon between the same
parties or between parties under whom they or any of them claim litigating under the same title, except where: (i)
the judgment has not been pronounced by a court of competent jurisdiction; (ii) the judgment has not been given
on the merits of the case; (iii) it appears on the face of the proceedings that the judgment is founded on an incorrect
view of international law or a refusal to recognise the law of India in cases in which such law is applicable; (iv)
the proceedings in which the judgment was obtained were opposed to natural justice; (v) the judgment has been
obtained by fraud, and (vi) where the judgment sustains a claim founded on a breach of any law in force in India.
A foreign judgment which is conclusive under Section 13 of the Civil Procedure Code may be enforced either by
a fresh suit upon the judgment or by proceedings in execution. Under Section 14 of the Civil Procedure Code, an
Indian court shall, on production of any document purporting to be a certified copy of a foreign judgment, presume
that the judgment was pronounced by a court of competent jurisdiction unless the contrary appears on the record;
such presumption may be displaced by proving want of jurisdiction.

However, Section 44A of the Civil Procedure Code provides that where a foreign judgment has been rendered by
a superior court, within the meaning of that Section, in any country or territory outside India which the
Government has by notification declared to be a reciprocating territory, it may be enforced in India by proceedings
in execution as if the judgment had been rendered by the competent court in India. However, Section 44A of the
Civil Procedure Code is applicable only to monetary decrees not being in the nature of any amounts payable in
respect of taxes or other charges of a like nature or in respect of a fine or other penalty and does not include
arbitration awards.

The United Kingdom of Great Britain and Northern Ireland, Republic of Singapore, Hong Kong and United Arab
Emirates, have been declared by the Government of India to be a “reciprocating territory” for the purposes of
Section 44A of the Civil Procedure Code, but the United States has not been so declared. A judgment of a court
of a country which is not a reciprocating territory may be enforced only by a fresh suit upon the judgment and not
by proceedings in execution. Such a suit has to be filed in India within three years from the date of the judgment
in the same manner as any other suit filed to enforce a civil liability in India. A judgment of a superior court of a
country which is a reciprocating territory may be enforced by proceedings in execution, and a judgment not of a
superior court, by a fresh suit resulting in a judgment or order. The latter suit has to be filed in India within three
years from the date of the judgment in the same manner as any other suit filed to enforce a civil liability in India.
It is unlikely that a court in India would award damages on the same basis as a foreign court if an action were to
be brought in India. Furthermore, it is unlikely that an Indian court would enforce foreign judgments if that court
was of the view that the amount of damages awarded was excessive or inconsistent with public policy, and is
uncertain whether an Indian court would enforce foreign judgments that would contravene or violate Indian law.
Further, any judgment or award in a foreign currency would be converted into Rupees on the date of such judgment
or award and not on the date of payment. A party seeking to enforce a foreign judgment in India is required to
obtain approval from the RBI to repatriate outside India any amount recovered, and any such amount may be
subject to income tax in accordance with applicable laws.
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EXCHANGE RATES

Fluctuations in the exchange rate between the Rupee and foreign currencies will affect the foreign currency
equivalent of the Rupee price of the Equity Shares on the Stock Exchanges. These fluctuations will also affect the
conversion into foreign currencies of any cash dividends paid in Rupees on the Equity Shares.

The following table sets forth, for the periods indicated, information with respect to the exchange rates between
the Rupee and the U.S. dollar (in Rupees per U.S. dollar), based on the reference rates released by the RBI/FBIL,
which are available on the website of the RBI/FBIL.

(Z per US$)
Period Period End® Average® Highe Low®
Fiscal Year:
2020 75.39 70.88 76.15 68.37
2019 69.17 69.89 74.39 64.93
2018 65.04 64.45 65.76 63.35
Month end
June 2020 75.53 75.73 76.21 75.33
May 2020 75.64 75.66 75.93 75.39
April 2020 75.12 76.24 76.81 75.12
March 2020 75.39 74.35 76.15 72.24
February 2020 72.19 71.49 72.19 71.14

(Source: www.rbi.org.in and www.fbil.org.in)

1. The price for the period end refers to the price as on the last trading day of the respective fiscal year or monthly periods.
2. Average of the official rate for each Working Day of the relevant period.

3. Maximum of the official rate for each Working Day of the relevant period.

4. Minimum of the official rate for each Working Day of the relevant period.

Notes:
(1) In the event that the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous working
day has been disclosed; and

(2) The high, low and average are based on the RBI reference rates and rounded off to two decimal places.

Although the Bank has translated selected Indian rupee amounts in this Preliminary Placement Document into
U.S. dollars for convenience, this does not mean that the Indian rupee amounts referred to could have been, or
could be, converted to U.S. dollars at any particular rate, the rates stated above, or at all. There are certain
restrictions on the conversion of Indian rupees into U.S. dollars. The exchange rate on 31 July 2020 was T 74.77
per U.S. $1.00
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DEFINITIONS AND ABBREVIATIONS

The Bank has prepared this Preliminary Placement Document using certain definitions and abbreviations which
you should consider while reading the information contained herein.

The terms defined in this section shall have the meaning set out herein, unless specified otherwise in the context
thereof, and references to any statute or regulations or policies shall include amendments thereto, from time to

time.

The words and expressions used in this Preliminary Placement Document but not defined herein, shall have, to
the extent applicable, the meaning ascribed to such terms under the Companies Act, the SEBI ICDR Regulations,
the SCRA, the Depositories Act or the rules and regulations made thereunder. Notwithstanding the foregoing,
terms used in the sections “Taxation” and Financial Information” beginning on pages 285 and 342, respectively,
shall have the meaning given to such terms in such sections.

Bank Related Terms

Term
“The Bank” or “the Bank”

“We” or “us” or “our”

Atrticles / Articles of
Association / AoA

Audited Financial Statements or
Financial Statements

AXxis Trustee

Board of Directors/Board
Committee of Whole-Time
Directors

Corporate Office

Directors

Equity Shares

Fiscal 2018 Audited Financial
Statements

Fiscal 2019 Audited Financial
Statements

Fiscal 2020 Audited Financial
Statements

GIC

Interim Consolidated Financial
Statements

Interim Standalone Financial
Statements

Key Managerial Personnel

LIC

Memorandum / Memorandum
of Association / MoA

NIA

NIC

Oriental Insurance

Promoters

Registered Office

RoC

Shareholders

Special Purpose Condensed
Standalone Financial

Description
Axis Bank Limited, a public limited company incorporated under the Companies Act,
1956 and having its registered office at “Trishul”, Third Floor, Opposite Samartheshwar
Temple, Law Garden, Ellisbridge, Ahmedabad 380 006, Gujarat, India
Collectively, the Bank and its Subsidiaries
Articles of Association of the Bank, as amended

Fiscal 2020 Audited Financial Statements, Fiscal 2019 Audited Financial Statements,
Fiscal 2018 Audited Financial Statements, Interim Standalone Financial Statements and
Interim Consolidated Financial Statements

Axis Trustee Services Limited

Board of Directors of the Bank

The Committee of our Board of Directors as disclosed in “Board of Directors and
Senior Management” on page 228

Axis House, C-2, Wadia International Centre, Pandurang Budhkar Marg, Worli,
Mumbai 400 025, Maharashtra, India

The directors of the Bank

Equity Shares of the Bank with a face value of ¥ 2 each

Our standalone and consolidated financial statements for the Fiscal 2018 prepared in
accordance with the Indian GAAP, as applicable to banks and Companies Act

Our standalone and consolidated financial statements for the Fiscal 2019 prepared in
accordance with the Indian GAAP, as applicable to banks and Companies Act

Our standalone and consolidated financial statements for the Fiscal 2020 prepared in
accordance with the Indian GAAP and Companies Act

General Insurance Corporation of India

Our consolidated and reviewed financial statements for three months period ended 30
June 2020 prepared in accordance with the Indian GAAP, as applicable to banks and
Companies Act

Our standalone and reviewed financial statements for three months period ended 30
June 2020 prepared in accordance with the Indian GAAP, as applicable to banks and
Companies Act

The key managerial personnel of the Bank as identified/named in the “Board of
Directors and Senior Management” on page 228

Life Insurance Corporation of India

Memorandum of Association of the Bank, as amended

The New India Assurance Company Limited

National Insurance Company Limited

Oriental Insurance Company Limited

Promoters of the Bank as per the definition provided in Regulation 2(1)(oo) of the SEBI
ICDR Regulations and as reported to the Stock Exchange

“Trishul”, Third Floor, Opposite Samartheshwar Temple, Law Garden, Ellisbridge,
Ahmedabad 380 006 Gujarat, India

Registrar of Companies, Ahmedabad

The holders of the Equity Shares from time to time

Special purpose unaudited reviewed condensed standalone financials of the Bank as of
and for the three months ended 30 June 2020 along with the notes thereto, prepared in
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Term
Statements

Statutory Auditors

SUUTI
Subsidiaries
ulIC

Description
accordance with the Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by
the ICAI
M/s Haribhakti & Co. LLP, Chartered Accountants appointed pursuant to a resolution
of our Shareholders dated 20 June 2018
Specified Undertaking of Unit Trust of India
The subsidiaries of the Bank as set out under in “Business - Subsidiaries” on page 198
United India Insurance Company Limited

Issue Related Terms

Term

Allocated /Allocation

Allotment /Allotted
Allottees
Application Amount
Application Form

Bid(s)

Bidder

Book Running Lead Managers or

BRLMs

CAN / Confirmation of

Allocation Note
Closing Date

Designated Date
Eligible FPIs

Eligible QIBs

Escrow Accounts

Escrow Agents
Escrow Agreement

Floor Price

Issue

Issue Closing Date

Description
Allocation of Equity Shares, in consultation with the Book Running Lead Managers,
following the determination of the Issue Price to Eligible QIBs on the basis of
Application Forms and Application Amount submitted by them, in compliance with
Chapter V1 of the SEBI ICDR Regulations
Allotment and issue of Equity Shares pursuant to the Issue
Eligible QIBs to whom Equity Shares are issued pursuant to the Issue
With respect to a Bidder shall mean the aggregate amount paid by such Bidder at the
time of submitting a Bid in the Issue
Form (including any revisions thereof) which will be submitted by the Eligible QIBs
for registering a Bid in the Issue
Indication of an Eligible QIB’s interest, including all revisions and modifications of
interest, as provided in the Application Form, to subscribe for the Equity Shares
pursuant to the Issue
Any prospective investor, being an Eligible QIB, who makes a Bid pursuant to the
terms of this Preliminary Placement Document and the Application Form
Axis Capital Limited, UBS Securities India Private Limited, Credit Suisse Securities
(India) Private Limited, HSBC Securities and Capital Markets (India) Private
Limited, BNP Paribas, ICICI Securities Limited, SBI Capital Markets Limited, and
YES Securities (India) Limited
Note, advice or intimation confirming the Allocation of Equity Shares to Successful
Bidders confirming Allocation of Equity Shares to such Successful Bidders after
determination of the Issue Price
The date on which Allotment of Equity Shares pursuant to the Issue shall be made,
i.e., on or about [e]
The date of credit of Equity Shares pursuant to the Issue to the Allottees’ demat
accounts, as applicable to the relevant Allottees.

FPIs that are eligible to Bid for Equity Shares to be Allotted in this Issue in terms of
applicable laws, other than individuals, corporate bodies and family offices

QIBs, as defined under Regulation 2(1)(ss) of the SEBI ICDR Regulations that are
eligible to participate in the Issue and which are not excluded pursuant to Regulation
179(2)(b) of the SEBI ICDR Regulations.

Special non-interest bearing, no-lien, current bank accounts without any cheque or
overdraft facilities, to be opened in the name and style “Axis Bank Ltd. QIP - Escrow
Account 2020-21” and “HSBC - Axis Bank QIP Escrow 2020-21” with the Escrow
Agents, subject to the terms of the Escrow Agreement into which the Application
Amount payable by the Bidders in connection with the subscription to the Equity
Shares pursuant to the Issue shall be deposited

Axis Bank Limited and The Hongkong and Shanghai Banking Corporation Limited
Agreement dated 4 August 2020, entered into by and amongst the Bank, the Escrow
Agents and the Book Running Lead Managers for collection of the Application
Amounts and remitting refunds, if any, of the amounts collected, to the Bidders
Floor price of X 442.19 for each Equity Share, calculated in accordance with Chapter
VI of the SEBI ICDR Regulations. The Bank may offer a discount on the Floor Price
in accordance with the approval of the Shareholders accorded on 31 July 2020 and in
terms of Regulation 176(1) of the SEBI ICDR Regulations

Offer and issuance of the Equity Shares to Eligible QIBs, pursuant to Chapter VI of
the SEBI ICDR Regulations and the applicable provisions of the Companies Act and
the rules made thereunder

[e], the date after which the Bank (or Book Running Lead Managers on behalf of the
Bank) shall cease the acceptance of Application Forms and the Application Amount
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Term
Issue Opening Date

Issue Period

Issue Price

Issue Size

Placement Agreement
Placement Document
Preliminary Placement
Document

QIB or Qualified Institutional

Buyer
QIP

Refund Amount

Refund Intimation
Relevant Date

Stock Exchanges
Successful Bidders

Description
4 August 2020, being the date on which the Bank (or the Book Running Lead
Managers on behalf of the Bank) shall commence acceptance of the Application
Forms and the Application Amount
Period between the Issue Opening Date and the Issue Closing Date, inclusive of both
days during which Eligible QIBs can submit their Bids along with the Application
Amount
 [e] per Equity Share
Aggregate size of the Issue, i.e., T [#] million
Placement agreement dated 4 August 2020 by and among the Bank and the Book
Running Lead Managers
The Placement Document to be issued in accordance with Chapter V1 of the SEBI
ICDR Regulations and the provisions of the Companies Act and the rules made
thereunder
This Preliminary Placement Document cum application form, dated 4 August 2020
issued in accordance with Chapter VI of the SEBI ICDR Regulations and the
provisions of the Companies Act and the rules made thereunder
Qualified Institutional Buyer, as defined under Regulation 2(1)(ss) of the SEBI ICDR
Regulations
Qualified institutions placement under Chapter V1 of the SEBI ICDR Regulations and
applicable provisions of the Companies Act read with the applicable provisions of the
PAS Rules
The aggregate amount to be returned to the Bidders who have not been Allocated
Equity Shares for all or part of the Application Amount submitted by such Bidder
pursuant to the Issue
The letter from the Bank to relevant Bidders intimating them of the Refund Amount,
if any, to be refunded to their respective bank accounts
4 August 2020, which is the date of the meeting in which the Committee of Whole-
Time Directors decided to open the Issue
BSE and NSE
The Bidders who have Bid at or above the Issue Price, duly paid the Application
Amount and who will be Allocated Issue Shares

Conventional and General Terms / Abbreviations

Term/Abbreviation
Rs. or Rupees
AD
AGM
AlF
AML
ASE
ATM
Banking Regulation Act
Basel 11

Basel 111

BSE

CAGR

CcClI

CDSL

CEO

CFO

CIN

Civil Procedure Code
Companies Act

Competition Act
CRR
CSR
Depositories Act

Full Form
The lawful currency of India
Authorised dealer
Annual General Meeting
Alternative Investment Fund
Anti Money Laundering
Ahmedabad Stock Exchange
Automated Teller Machine
Banking Regulation Act, 1949, as amended
Revised framework on “International Convergence of Capital Measurement and Capital
Standards” by RBI for International Settlements
A global regulatory framework for more resilient banks and banking systems
(December 2010 (rev. June 2011)) published by the Bank for International Settlements.
RBI issued guidelines on the implementation of Basel |11 capital regulations in India on
2 May 2012 and revised pursuant to Master Circular — Basel 11l Capital Regulations
issued by RBI, dated 1 July 2015
BSE Limited
Compounded Annual Growth Rate
Competition Commission of India
Central Depository Services (India) Limited
Chief Executive Officer
Chief Financial Officer
Corporate Identity Number
Code of Civil Procedure, 1908
The Companies Act, 2013, read with the rules, regulations, clarifications and
modifications thereunder
Competition Act, 2002
Cash Reserve Ratio
Corporate Social Responsibility
Depositories Act, 1996
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Term/Abbreviation
Depository or Depositories

DP / Depository Participant
EPS

FBIL

FDI

FEMA

FEMA Regulations
Financial Year / Fiscal/FY
Form PAS-4

FPI

FSMA
FVCI

Gol / Government
GAAP

GST

IBC

ICAI

IFRS

Ind AS

India

Insider Trading Regulations
IRDAI

KYC

MCA

MD

MFI

MSME

Mutual Fund

NBFC
NRE
NRI
NRO
NSDL
NSE
p.a.
PAN
PAS Rules
PAT
PBT
P-Notes

RBI
Regulation S
SCR (SECC) Rules

SCRA

SCRR

SEBI

SEBI Act

SEBI FPI Regulations

SEBI ICDR Regulations

SEBI Listing Regulations

Full Form
A depository registered with SEBI under the SEBI (Depositories and Participants)
Regulations, 2018
Depository participant as defined under the Depositories Act
Earnings Per Share, calculated as profit after tax for a Fiscal, divided by the weighted
average outstanding number of Equity Shares during that Fiscal
Financial Benchmarks India Private Limited
Foreign Direct Investment
Foreign Exchange Management Act, 1999
Foreign Exchange Management (Non-debt. Instruments) Rules, 2019, as amended
Period of 12 months ended 31 March of that particular year
The Form PAS-4 prescribed under the PAS Rules
Foreign Portfolio Investors as defined under the SEBI FPI Regulations and includes a
person registered under the SEBI FPI Regulations
Financial Services and Markets Act 2000, of the United Kingdom
Foreign venture capital investors as defined under and registered with SEBI pursuant
to the Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000 and registered with SEBI
Government of India
Generally accepted accounting principles
Goods and Service Tax
Insolvency and Bankruptcy Code, 2016 as amended
The Institute of Chartered Accountants of India
International Financial Reporting Standards of the International Accounting Standards
Board
Indian Accounting Standards
Republic of India
The SEBI (Prohibition of Insider Trading) Regulations, 2015
Insurance Regulatory and Development Authority of India
Know Your Customer
Ministry of Corporate Affairs, Gol
Managing Director
Micro Finance Institution
Micro, Small And Medium Enterprise
Mutual fund registered with SEBI under the Securities and Exchange Board of India
(Mutual Funds) Regulations, 1996
Non-Banking Financial Corporation
Non-Resident (External)
Non-Resident Indian
Non-Resident Ordinary
National Securities Depository Limited
National Stock Exchange of India Limited
Per annum
Permanent Account Number
Companies (Prospectus and Allotment of Securities) Rules, 2014, as amended
Profit after tax
Profit before tax
Offshore derivative instruments, by whatever name called, which are issued overseas
by an FPI against securities held by it that are listed or proposed to be listed on any
recognised stock exchange in India or unlisted debt securities or securitised debt
instruments, as its underlying
Reserve Bank of India
Regulation S under the Securities Act
Securities Contracts (Regulation) (Stock Exchanges and Clearing Corporations)
Regulations, 2018
Securities Contracts (Regulation) Act, 1956
Securities Contracts (Regulation) Rules, 1957
Securities and Exchange Board of India
Securities and Exchange Board of India Act, 1992, as amended
Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations,
2019, as amended
Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements), 2018, as amended
Securities and Exchange Board of India (Listing Obligations and Disclosure
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Term/Abbreviation

SEBI Takeover Regulations

Securities Act

SLR

U.S. GAAP

U.S. or United States

US$ or U.S. dollars or USD

Full Form
Requirements) Regulations, 2015, as amended
Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeover) Regulations, 2011, as amended
The U.S. Securities Act of 1933
Statutory Liquidity Ratio
Generally accepted accounting principles followed in the U.S.
United States of America
U.S. dollars, the lawful currency of the United States

Technical and Industry Terms

Term/Abbreviation
Additional Tier I capital

AFS
ALCO
ANBC

Average cost of deposits

Average cost of interest-

bearing liabilities

Average cost of non-retail

term deposits
Average cost of
deposits
Average yield on
investments
Basel Committee
BIFR

BPLR

bps

CAP

CAR

CASA

CBLO

CCF

CD

CDR

CETI

CET I capital

CGTMSE
CP

CPI
CRAR
CRILC
Documentary credit
FIMMDA
GNPA
HFT
HQLAs
HTM
IBUs
IFCs

IT

JLF

LAF

LCR

LGD

Full Form
Comprises Innovative perpetual debt instruments and perpetual non-cumulative preference
shares eligible for inclusion in Tier | Capital as prescribed in extant RBI guidelines
Available for sale
Asset liability committee
Adjusted net bank credit
Ratio of interest expense on deposits to the average of total deposits for the period (as
appropriate)
Ratio of total interest expense to average interest-bearing liabilities for the period (as
appropriate)
Ratio of total interest expense on non-retail term deposits to average of total non-retail term
deposits for the period (as appropriate)
Ratio of interest expense on term deposits to the average of total term deposits for the period
(as appropriate)
Ratio of interest income on investments divided by the total average investments for the
period (as appropriate)
Basel Committee on Banking Supervision
Board of Industrial and Financial Reconstruction
Benchmark prime lending rate
Basis points
Corrective action plan
Capital adequacy ratio
Current account (demand deposit) saving account
Collateralized borrowing and lending obligations
Credit Conversion Factor
Certificate of deposit
Corporate debt restructuring
Common equity tier 1
Common equity is recognized as the highest quality component of capital and is the primary
form of funding which ensures that a bank remains solvent. It comprises paid-up equity
capital, share premium, statutory reserves, capital reserves (representing surplus arising out
of sale proceeds of assets), other disclosed free reserves, if any and eligible balance in profit
and loss account as reduced by regulatory adjustments/ deductions applied in the
calculation of the common equity tier | capital as prescribed in extant RBI guidelines
Credit Guarantee Fund Trust For Micro And Small Enterprises
Commercial paper
Consumer price index
Capital to risk-weighted asset ratio
Central Repository of Information on Large Credits
Acceptances, endorsements and other obligations
Fixed Income Money Market and Derivatives Association of India
Gross non-performing asset
Held of trading
High quality liquid assets
Held to maturity
International Financial Services Centre Banking Units
Infrastructure Finance Companies
Information technology
Joint Lenders Forum
Liquidity adjustment facility
Liquidity coverage ratio
Loss Given Default
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Term/Abbreviation
LIBOR
Master Direction

MCLR

MSF

MUDRA
NABARD

NDTL

Net interest income
Net interest margin
NNPA

NOFHC

NSFR

PFIC

POS

PCR

PSL

PVBP

RBI Act

RBI Basel 111 Capital
Regulations

Repo Rate
Reverse Repo Rate
RWA

S4A

SARFAESI Act

SBI

SCB

SDR

SMA

SME

Tier | capital

Tier Il capital

TLTRO
VaR
Yield on advances

YTM

Full Form
London Interbank Offered Rate
The Reserve Bank of India (Priority Sector Lending — Targets and Classification)
Directions, 2016 dated 7 July 2016
Marginal cost of funds based lending rate
Marginal standing facility
Micro Units Development and Refinance Agency
The National Bank for Agriculture and Rural Development
Net demand time liabilities
Interest earned less interest expended; for more information, see “Our Business”
the ratio of net interest income to average interest-earning assets
Net non-performing asset
Non-Operative Financial Holding Company
Net stable funding ratio
Passive foreign investment company
Point of sale
Provision Coverage Ratio
Priority sector lending
Price value of a basis point
The Reserve Bank of India Act, 1934, as amended
Guidelines issued by RBI on the implementation of Basel |11 capital regulations in India on
2 May 2012, as revised
Re-purchase option rate; the annual rate at which RBI lends to other banks in India
The rate at which RBI borrows money from banks in India
Risk-weighted assets
Scheme for sustainable structuring of stressed assets
The Securitization and Reconstruction of Financial Assets and Enforcement
of Security Interest Act, 2002, as amended
The State Bank of India
Scheduled commercial bank
Strategic Debt Restructuring Scheme
Special mention account
Small and medium enterprise
Tier | capital is the going-concern capital. From regulatory capital perspective, going-
concern capital is the capital which can absorb loses without triggering bankruptcy of a
bank. Tier | capital is comprised of the CET | capital and the Additional Tier | capital
Tier Il capital is the gone-concern capital. From regulatory capital perspective, gone-
concern capital is the capital which will absorb losses only in a situation of liquidation of a
bank. Tier Il capital is comprised of eligible debt capital instruments as specified under
regulatory requirements, general provisions and loss reserves as prescribed by the RBI (up
to a maximum of 1.25% of total credit risk-weighted assets), revaluation reserves at a
discount of 55.00%, as reduced by regulatory adjustments/ deductions applied in the
calculation of the Tier Il capital as prescribed in extant RBI guidelines
Targeted Long-Term Repo Operations
Value at risk
Ratio of interest income on advances to the average of total advances for the period (as
appropriate)
Yield to maturity
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SUMMARY OF BUSINESS

Some of the information contained in this section, including information with respect to the business plans and
strategies of the Bank, contain forward-looking statements that involve risks and uncertainties. You should read
the section titled “Forward-Looking Statements” on page 18 of this Preliminary Placement Document for a
discussion of the risks and uncertainties related to those statements and also the section titled “Risk Factors” on
page 59 for a discussion of certain factors that may affect the Bank’s business, financial condition or results of
operations. The actual results of the Bank may differ materially from those expressed in or implied by these
forward-looking statements.

The manner in which some of the operational and financial performance indicators (Refer Non-GAAP Measures)
are calculated and presented, and the assumptions and estimates used in such calculation, may vary from that
used by other banks in India and other jurisdictions. The Bank’s fiscal year ends on March 31 of every year, so
all references to a particular fiscal year are to the twelve-month period ended March 31 of that year. The following
information is qualified in its entirety by, and should be read together with, the more detailed financial and other
information included in this Preliminary Placement Document, including the information contained in “Risk

Factors”, “Industry Overview”, “Management’s Discussion and Analysis of Financial Condition and Results
of Operations”, and “Financial Information” on pages 59, 149, 108 and 342, respectively.

Certain information in this section includes extracts from publicly available information, data, and statistics, and
has been derived from various publications and industry sources, including from the RBI. Neither the Bank, nor
the Book Running Lead Managers, nor any other person connected with the Issue has independently verified such
information.

Unless otherwise stated, references to “the Bank”, are to Axis Bank Limited on a standalone basis and references
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to “we”, “us”, “our”, are to Axis Bank Limited on a consolidated basis.
Overview

The Bank is a leading private sector bank and financial services company in India offering a wide range of
products and services to corporate and retail customers through a variety of delivery channels. The Bank
commenced operations in April 1994 and, over the last 26 years, has grown both in terms of the size of its asset
base and its physical network of branches, extension counters and ATMs.

As at 31 March 2020, the Bank was the third largest private sector bank in India in terms of total assets, based on
public filings of private sector banks. The Bank’s total assets as at 31 March 2020 and 31 March 2019 were
9,151.65 billion and X 8,009.97 billion, respectively, and the Bank’s net advances and deposits as at 31 March
2020 amounted to X 5,714.24 billion and  6,401.05 billion, respectively, and as at 31 March 2019 amounted to X
4,947.98 billion and % 5,484.71 billion, respectively.

The Bank’s primary business consists of commercial banking operations for Indian corporate and retail customers.
The Bank provides a range of commercial banking products and services, including loan products, fee and
commission-based products and services, deposit products and foreign exchange and derivatives products to
India’s leading corporations, middle market companies and small and medium enterprises. The Bank’s retail
operations primarily consist of retail lending, payments, deposit taking and distribution of third party insurance
and investment products. The Bank also offers agricultural and rural banking products.

The Bank delivers its products and services through a variety of channels, including bank branches, ATMs, call
centers, the internet and mobile phones. As at 30 June 2020, the Bank had a network of 4,528 branches and
extension counters, 11,971 ATMs and 5,485 cash deposit and withdrawal machines distributed across 2,559
locations in India. In addition to the Bank’s extensive branch and ATM network, the Bank also offers telephone
banking in various cities, as well as Internet banking and mobile banking facilities. The Bank also has ten overseas
offices, with branches in Colombo, DIFC, Hong Kong, Shanghai and Singapore and representative offices in
Dubai, Abu Dhabi, Sharjah, and Dhaka and a subsidiary in London. The Bank is currently in the process of
winding up Axis Bank UK Limited, its subsidiary in London, and its overseas branch operations in Colombo,
Hong Kong and Shanghai. The Bank also has an offshore banking unit at the International Financial Service
Centre located at the Gujarat International Finance Tec-City in Gandhinagar, India. The Bank’s foreign branches
primarily offer corporate banking, trade finance and treasury and risk management services.

The Bank’s principal business activities are divided into the following main business units:

. Retail Banking;
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. Wholesale Banking; and
. Treasury.

The Bank’s core income stream is comprised of interest income earned from its retail, corporate and SME loan
portfolios, as well as from its money-market operations and investment portfolio. The Bank also earns fee and
commission income from the processing of loans, documentary credits, bank guarantees, placements and
syndication, service charges, cash management services, advisory services, depository services, capital market
services, ATM interchange and cards, remittance, wealth management and sale of third party products.

Since 2011, the Bank has experienced significant growth in its customer and geographical base, which expanded
to approximately 23 million savings customer accounts as at 31 March 2020. The Bank’s total assets have
increased from < 8,009.97 billion as at 31 March 2019 to X 9,151.65 billion as at 31 March 2020, with net retail
advances (retail advances net of provisions) increasing from X 2,458.12 billion as at 31 March 2019 to X 3,054.00
billion as at 31 March 2020. Furthermore, total deposits grew from X 5,484.71 billion as at 31 March 2019 to
6,401.05 billion as at 31 March 2020. The Bank’s network grew from 11,801 ATMs and 4,917 cash deposit and
withdrawal machines as at 31 March 2019 to 12,044 ATMs and 5,433 cash deposit and withdrawal machines as
at 31 March 2020. As at 30 June 2020, the Bank had 11,971 ATMs and 5,485 cash deposit and withdrawal
machines.

After enduring a challenging period in fiscals 2017 and 2018, driven primarily by a decline in the credit quality
of the Bank’s corporate clients, the Bank responded in fiscal 2019 by taking several steps to reorient itself back
onto a path of profitability and sustainable growth. As part of these measures, the Bank bolstered its risk
management framework and implemented several steps to improve its policies, structures and processes. These
measures included:

. Implementation of an independent credit underwriting function with internal accountability;

. Increased portfolio diversification to decrease concentration risks, including lesser exposure to project
loans and increased focus on transaction banking and working capital businesses;

. Focus on a higher quality credit portfolio, with fresh originations predominantly from entities rated A-
or better;

. Strengthened credit monitoring and improved early warning systems for potential stress; and

. Improved collections through optimized queuing strategy and channel selection.

The Bank observed the positive effects of these measures in fiscals 2019 and 2020. The Bank’s net profit increased
from X 2.76 billion in fiscal 2018 to ¥ 46.77 billion in fiscal 2019. Although, the Bank’s net profit decreased from
%46.77 billion in fiscal 2019 to *16.27 billion in fiscal 2020, operating revenue increased by 16.95% year-on-year
from ¥348.38 billion in fiscal 2019 to X 407.43 billion in fiscal 2020. The net profit decreased in fiscal 2020 as
compared to fiscal 2019 primarily due to creation of additional provisions and contingencies for COVID-19
pandemic in fiscal 2020. The impact of the COVID-19 pandemic is continuously evolving and it is difficult to
predict with certainty the impact on the Bank’s business and portfolio. In order to address the impact of the
evolving COVID-19 situation, the Bank made an additional provision of % 30.00 billion for COVID-19 pandemic
in fiscal 2020, which included an amount of ¥ 18.82 billion for COVID-19, above the regulatory requirement,
based on an internal stress testing exercise and X11.18 billion towards loans under moratorium in accordance with
the RBI guidelines on COVID-19 regulatory package. Further, the Bank has made an additional provision for
COVID-19 0f%7.33 billion in the three months ended 30 June 2020. In accordance with the RBI guidelines relating
to COVID-19 regulatory package, the Bank had initially offered a moratorium of three months on the payment of
all installments falling due between 1 March 2020 and 31 May 2020, in respect of term loans and working capital
facilities sanctioned in the form of cash credit/overdraft to various eligible borrowers. This was further extended
by the RBI until 31 August 2020 upon announcement of the second regulatory package by the RBI on 23 May
2020. The RBI has also clarified that the accounts which benefit from the moratorium period, will get the benefit
of an ageing standstill and hence would not be classified as NPAs if the accounts have any instalments or interest
are overdue for more than 90 days during the moratorium period. However, lenders are required to make general
provisions of 10% in respect of accounts which were in default on 29 February 2020 where moratorium is granted
and asset classification benefit is availed. The utilization and/or release of the provision, are subject to extant RBI
directions that may be amended from time to time. See “- Impact of COVID-19" below for further details.
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The Bank believes that it is now well-positioned to capitalize on future growth opportunities. The Bank believes
that its strong liability profile, diversified and secured lending portfolio and strong credit underwriting and risk
management practices, which have strengthened in fiscal 2020, will enable the Bank to withstand the impact of
the COVID-19 pandemic on its business and gather momentum to deliver performance on a sustainable and
consistent basis.

Competitive Strengths
The Bank considers the following to be its principal competitive strengths:
Demonstrated track record of robust balance sheet growth through various business cycles

The Bank has significantly expanded its business since commencing operations in April 1994. Moreover, almost
all of the Bank’s balance sheet growth has been achieved organically over time rather than through acquisitions.

Despite the various challenges faced by the Indian banking sector since fiscal 2018, which also negatively affected
the Bank’s profitability, the Bank’s assets and liabilities continued to grow from 31 March 2018 to 31 March 2020
at a 15.06% CAGR. Over that same period, the Bank’s deposits grew at a 18.79% CAGR, and the Bank’s loan
portfolio grew at a 14.01% CAGR. The Bank believes that its combination of diverse product offerings and a
customer-focused approach has enabled it to fulfill the financial service needs of its customers and sustain business
growth even in challenging market conditions.

The Bank believes that its demonstrated track record of delivering balance sheet growth over time through various
business cycles is evidence of its strong customer relationships, execution focus, wide distribution network
coupled with a growth mindset and resilient approach. The Bank sees these as distinct advantages in continuing
to grow into the future.

Growing retail business franchise

The Bank has built a strong Retail Banking franchise in the last decade and offer a wide spectrum of products
across deposits, lending, payments, investment products and wealth management services. The Retail franchise
has become a key growth as well as revenue driver for the Bank. This recent growth in the Retail Banking business
unit’s interest income and fee income reflects the strength and diversity of the Bank’s core earning streams.

The Bank’s net retail advances have increased from X 2,064.65 billion as at 31 March 2018 to X 2,458.12 billion
as at 31 March 2019 and R 3,054.00 billion as at 31 March 2020, which has resulted in an increasing proportion
of the Bank’s net retail advances to the Bank’s total advances, from 46.96% in fiscal 2018 to 49.68% in fiscal
2019 and 53.45% in fiscal 2020.

In addition to loans and other interest-generating products, the Retail Banking business unit also generates fee
income from services such as credit cards, foreign exchange cards, mobile payments and point-of-sale payments,
among others. These retail businesses also drive cross selling of various Bank products, such as deposit, wealth
management and other services, to strengthen our relationship with our customers. In fiscal 2020, the Bank also
created a dedicated team focused on third party products to enhance the Bank’s fee income from distribution while
offering the product choices for our customers. The Bank believes that its strong presence in the retail banking
space provides it with a competitive advantage over its competitors.

Strong brand recognition and extensive reach through a large and growing distribution network

The Bank’s long-standing leadership role in the Indian banking sector, including over 26 years of banking
operations, has created one of the most valuable banking brands in India. The Bank believes its strong brand
recognition provides it with a powerful platform from which to market its products and services, and that its
extensive nationwide distribution network, in turn, reinforces the Bank’s brand awareness.

The Bank has a nationwide distribution network with one of the largest number of branch outlets among private
sector banks in India, and it has continued to leverage its strong brand recognition to expand its network even
further. Between 31 March 2018 and 31 March 2020, 825 new branches and extension counters and 1,400 new
ATMs and cash deposit and withdrawal machines were added. As at 30 June 2020, the Bank had a network of
4,528 branches and extension counters and 17,456 ATMs and cash deposit and withdrawal machines spread across
India.
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Through its extensive distribution network, the Bank offers a wide array of traditional asset and liability products
and services to its customers, and is continually working to offer additional products to meet the needs of its
diverse customer base. The Bank’s distribution network is further complemented by its digital platforms, including
online and mobile banking solutions, which offer 24-hour access to customer accounts and the ability to conduct
routine banking transactions, such as online bill payment and application for loans. The Bank believes this
extensive nationwide network provides it with a strong sales platform, which enables the Bank to cross-sell its
products and to deliver high-quality and convenient services to its customers.

In particular, the Bank’s distribution network provides access to an extensive depositor base, which provides the
Bank with funding depth and a relatively low-cost deposit pool which helps to grow its business. The Bank’s
target depositor base consists of retail depositors, corporates and SMEs that, the Bank believes, choose its network
because of its strong brand, the convenience of its branch locations, convenient access to ATMs and remote
banking services, as well as diverse product offerings. As at 31 March 2019 and 31 March 2020, the Bank had
savings and demand deposits totaling X 2,433.94 billion and X 2,637.06 billion, respectively.

Leadership in payments with an established technology platform

The Bank believes it is well-positioned to build its digital capabilities, and has made significant investments in
technology and digital analytics to underwrite and manage risks and optimize costs. By establishing an IT system
that effectively integrates customer service channels, Internet banking, customer service systems and telephone
banking including personalized mobile banking and information platforms, the Bank is able to provide its
management team with relevant financial and operational data on a real-time basis and serve its customers in an
efficient and effective manner.

The Bank has continuously invested in key technological platforms like mobility, artificial intelligence, blockchain
and other new-age technologies that provide an edge in its offerings to customers. In addition, the Bank has
leveraged artificial intelligence and machine learning to increase operating efficiencies and customer experience.

In fiscal 2018, the Bank acquired Freecharge Payment Technologies Private Ltd. and Accelyst Solutions Private
Ltd. as its subsidiaries with the goal of improving the digitization of its financial services. Since then, the Bank
has increasingly offered pre-approved loans and stepped up the pace of digital lending. The contribution of digital
lending in personal loans increased from 22% in fiscal 2018 to 44% in fiscal 2020.

In addition, the Bank has established itself as a leading player in the cashless and digital payments space. In fiscal
2019, the Bank launched the “One Raipur” common payment system for Raipur Smart City. The Bank also
launched “Axis Tap & Pay”, a mobile application for making contactless payment at merchant terminals, as well
an in-home “Smart bill pay” initiative that allows users to pay their utility bills by scanning a QR code.

During the fiscal year 2020, the Bank launched Axis Bank Flipkart Credit Card, a co-branded credit card, offering
premium benefits both on online and offline spends. The Bank also launched co-branded credit card with Indian
Oil Corporation and Freecharge and two new credit cards in the premium segment, Magnus and Burgundy Private,
which has strengthened the Bank’s position in this highly competitive segment. In fiscal 2020, the Bank also
designed and implemented comprehensive solutions like Bharat Bill Payments Services, Smart City solutions and
FASTag, thereby providing powerful platform for users, billers and administration to transact.

Although digital payments continue to remain at the core of the Bank’s Retail Banking business, the Bank is
committed towards promoting a cashless, digital economy and continues to focus on evolving from a leading
digital payments platform to a full digital financial services platform, which the Bank believes will help to acquire
young, digitally-conscious customers. UPI transactions continue to grow and have strengthened the Bank’s market
position.

Digital Bank

The Bank has been focused on investing in setting up a digital bank. In fiscal 2020, the Bank created a digital
banking team and has made reasonable progress with employees working across the Bank’s digital and financial
technology platforms. Multiple cross-functional garages have been created to deliver end to end digital experience
and value propositions in the near future. Given the COVID-19 challenges, the Bank has prioritized the setting up
of digital savings accounts to fulfill its customers’ needs.

In fiscal 2020, the Bank facilitated the opening of fixed deposit accounts through digital mode in quick time and
with zero insurance fee, activated various digital modes of payments, launched voice banking to assist customers
to know their account balance and credit card bill through voice command and launched “One-Connect” which

31



allows the Bank’s customers to better manage liquidity. The Bank believes that these recent developments and
launches will provide the Bank opportunities which will have significant contribution towards the Bank’s future
growth. The Bank emerged as the second largest payment system player with over 192 million transactions for
the month of March 2020 and approximately 15% market share.

Upgraded credit risk management and improving asset quality

The Bank strengthens its risk management and internal control capabilities on an ongoing basis by improving its
policies and procedures and periodically introducing new and sophisticated risk management tools. In view of the
lessons learned during the last credit cycle, the Bank has shifted toward more prudent risk taking with more
conservative policies.

The Retail Banking business unit’s asset portfolio exhibits a significant level of diversification. In addition, the
Bank continues to strengthen its Wholesale Banking business unit’s risk management function, which has
significantly improved the quality of that business unit’s portfolio as well. The Bank believes these improvements
in its risk management framework provide a distinct competitive advantage which is expected to enable the Bank
to improve the profitability of its loan products and grow its asset portfolio on a sustainable basis.

The Bank’s Wholesale Banking business unit has shifted its strategy toward greater portfolio diversification,
decreased concentration in specific industries and project loans, and an increased focus on doing business with
more highly-rated corporates. The Bank has segregated its credit underwriting function from its Wholesale
Banking businesses, which now requires independent validation of internal ratings. The Bank has also put in place
a risk data management framework to improve the quality of loan data, established a formal risk appetite
framework for its Wholesale Banking business unit, and implemented stronger credit rating methodologies and
an improved early warning system for potential stresses.

As a result, the Bank’s asset quality metrics improved in fiscal 2020 after experiencing a challenging period in
the preceding fiscal years. As at 31 March 2018, 2019 and 2020, gross NPAs totaled X 342.49 billion, X 297.89
billion and X 302.34 billion, respectively, while net NPAs totaled X 165.92 billion, X 112.76 billion and X 93.60
billion, respectively. The net NPA ratio (net NPAs as a percentage of net customer assets) as at 31 March 2018,
31 March 2019 and 31 March 2020 were 3.40%, 2.06% and 1.56%, respectively.

In addition, the proportion of the Bank’s standard corporate exposure that is rated A- or better improved from 77%
and 82% as at 31 March 2018 and 2019, respectively, to 83% as at 31 March 2020. In both fiscals 2019 and 2020,
approximately 95% of new loans in the corporate book were to companies rated A- and above.

In line with these improvements in the Bank’s asset quality metrics, the Bank’s net profit increased from 32.76
billion in fiscal 2018 to %46.77 billion in fiscal 2019. However, the net profit dropped to ¥16.27 billion in fiscal
2020 primarily due to creation of additional provision of X 30.00 billion for addressing the impact of COVID-19
pandemic in fiscal 2020, which included an amount of ¥ 18.82 billion for COVID-19, above the regulatory
requirement, based on an internal stress testing exercise and X11.18 billion towards loans under moratorium in
accordance with the RBI guidelines on COVID-19 regulatory package.

The Bank has continued to invest in stronger risk management and analytical capabilities to better analyze,
monitor and mitigate credit risks. Early identification of credit stress through enhanced credit monitoring has been
a focus area for the Bank. The Bank expects this will provide it with a stable platform to realize its strategic
objectives of increased profitability and sustainable growth.

Broad product offering to meet financial needs of customers

The Bank offers a universal banking platform spanning across diverse business units and several specialized
subsidiaries. The Bank has a comprehensive operational base and a large number of customer relationships from
which to cross-sell its products and services. The Bank is able to provide this wide range of products across its
physical and digital network, meaning it can service customers across several market sectors which the Bank
believes is a substantial competitive advantage. In addition, the Bank’s wide range of products and focus on
superior service and execution also creates multiple cross-selling opportunities which helps in customer retention.
For example, the Bank’s large network of existing corporate banking customers enable the Bank to leverage those
relationships to obtain referrals to other companies and to high-net worth individuals, which the Bank sees as a
distinct competitive advantage. In addition, by establishing itself as a one-stop financial center for its customers
under the Bank’s “One Axis” vision, the Bank is able to employ an integrated approach to cross-selling its products
and services. The service offerings of the Bank is augmented by the wide range of services offered by the
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subsidiaries of the Bank. For example, the Bank is able to cross-sell its products and services like savings accounts,
term deposits, insurance, mutual fund investments, credit cards, investment banking and capital markets services,
foreign exchange and derivatives solutions, commercial banking services, such as working capital, term loans and
bank guarantees, cash management and custodial services, correspondent banking services and wealth
management services. The Bank sees this as a core strength enabling it to strengthen its existing customer
relationship and to acquire new customers across various sectors.

Experienced and revamped management team

The Bank’s senior management team comprise career banking professionals who have significant experience in
the banking and financial services sector. The Bank believes the collective industry knowledge and leadership of
its senior management team and their record of accomplishment in responding to challenging market conditions
and achieving growth will enable the Bank to generate profitable growth in future years.

The Bank has made changes to its top management team in fiscal 2019 and fiscal 2020. The Bank is led by a
Managing Director and Chief Executive Officer and other experienced industry executives. See “Board of
Directors and Senior Management” on page 228. In January 2019, Shri Amitabh Chaudhry joined the Bank as
its Managing Director and Chief Executive Officer. Since his arrival, he has spearheaded a review of the Bank’s
policies and strategies that resulted in the implementation of the Bank’s “Execution Strategy 2023”, which is
focused on growth, profitability and sustainability (GPS’ 23).

The Bank’s current management team has strengths in key areas including retail, corporate and international
banking, and is focused on delivering on the Bank’s business strategies. The Bank believes that the depth and
breadth of the management team’s expertise will enable the Bank to effectively implement strategic management
and operational decisions in order to maintain its position as a leading private sector bank in India.

Strategies

In fiscal 2020, the Bank had outlined the medium term strategy (Execution Strategy 2023), centered on three
important vectors — Growth, Profitability and Sustainability. The same has been reviewed and updated in the
fiscal year 2021 and the Bank continues to be guided by the pillars of the aforesaid strategy. In view of the on-
going impact of the COVID-19 pandemic, the Bank has undertaken several strategic initiatives across business
and support functions to help the Bank navigate the crisis and be better positioned for growth. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and “— Impact of COVID-19” on
pages 108 and 172, respectively, for a discussion of the significant areas where have seen an impact of COVID-
19 on the Bank’s business and the Bank’s approach on these areas going forward.

The key elements of the Bank’s business strategy are outlined below:
Growth — the Bank intends to reclaim its growth momentum by employing the following strategies:

. Broaden the Bank’s low-cost deposit base to grow deposits in line with loans — the Bank aims to fund its
loan growth objectives largely by growing its CASA deposit base while bringing in stability in its current
account deposits. Retail depositors in India are an important source of low-cost funding for the Bank,
and the Bank believes that the Indian retail financial services market will continue to grow. The Bank
therefore plans to continue expanding its retail banking business by growing its distribution network,
increasing its customer base, diversifying its banking product mix, providing banking convenience to
customers, leveraging and optimizing its digital and phone banking channels along with its physical
distribution and offering differentiated products and solutions to meet the specific needs of particular
customer demographics. For example, in fiscal 2020, the Bank added 478 new branches and extension
counters on a net basis. In fiscal 2020, the Bank focused on growing retail term deposits in addition to
current accounts and savings accounts. Catering to its customers’ needs, the Bank also offers various
banking services through mobile applications and web portals. The Bank believes that such customer-
specific orientation will result in an increase in retail deposits to the Bank, which will expand its pool of
low-cost funding.

. Continue momentum in Bank’s retail asset growth — the Retail Banking business unit is expected to
remain as a key driver of the Bank’s overall growth strategy. The Bank continues to leverage its internal
customer base to drive higher asset sourcing. The Bank intends to focus on existing customers as well as
on obtaining new customers, including by leveraging its digital lending platform as a channel to market
its asset products. The Bank continues to invest in building risk management and analytical capabilities
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to mitigate risks, drive cross-selling opportunities and improve the profitability of its retail products. In
view of the concerns regarding the operating environment on account of COVID-19, the Bank intends to
achieve higher growth in secured retail lending through its physical and digital distribution network while
leveraging cross-selling opportunities.

. Accelerate growth in the Bank’s Wholesale Banking business unit — the Bank intends to maintain its
focus on corporate lending while also increasing this business unit’s income by capturing a greater share
of corporate fee income with specific focus on transaction banking fee income. The Bank intends to
accelerate growth in its asset portfolio by focusing on growing its mid-corporate and commercial banking
portfolio, as well as on building a relationship-based model with SMEs and current account business
customers to drive growth across both assets and liabilities. The Bank is focused on achieving this growth
by targeting higher-rated corporates and lowering credit costs. The Bank also intends to invest in digital
solutions for corporate customers in an effort to obtain a greater share of those customers’ businesses and
increase penetration in under-penetrated sectors.

. Leadership in digital payments — Digital payments are an important part of the Bank’s strategy, and the
Bank believes it is essential to achieve higher customer engagement leading to improved profitability
and sustainability. The Bank remains committed towards promoting a cashless digital economy, and
enjoys a strong market position across most digital payments spaces in India. The Bank intends to
continue investing in digital products and developing new capabilities which the Bank expects will
bolster its position in the digital banking landscape, as well as improve customer experience, lower costs
and reduce operating risks. It also intends to continue engaging in partnership-driven innovations to
provide its customers with a differentiated payments experience.

. Digital Bank — The Bank intends to remain focused on and intensify its efforts towards scaling-up its
enterprise level digital capabilities to address changing customer needs, introducing new products and
simplifying and improving customer experience.

. Significantly scale-up the Bank’s subsidiaries — The Bank’s subsidiaries are an important part of the
Bank’s overall growth strategy as they provide a wide range of products and services. A number of the
Bank’s subsidiaries, such as Axis Capital Limited, Axis Securities Limited and Axis Mutual Fund Trustee
Limited, are among the market leaders in their industries and are well-positioned to capitalize on
significant growth opportunities. Accordingly, the Bank is focused on integrating its main subsidiaries
and continuing to invest in scaling them until they achieve sufficient scale and size and become key
growth drivers.
. Delivering solutions across the customer value chain under the “One Axis” vision — the Bank has
developed a significant number of corporate and retail relationships throughout its years of operations,
and it intends to continue leveraging those relationships by cross-selling products offered by other
business units to those customers. The Bank also intends to further diversify revenue sources by
expanding its product and offerings, particularly fee and commission-based offerings, as well as offering
third party products, such as insurance and online trading, which it can market to existing and prospective
customers. The Bank will also increase its focus on delivering solutions by leveraging shared solutions
and services across departments and subsidiaries. This will entail moving from a product focus to a
customer focus, placing the customer’s needs at the center of the Bank’s efforts.

Profitability — the Bank intends to implement a number of measures that it believes will both increase revenue
derived from its existing businesses and reduce costs

. Optimize the business mix to improve risk-adjusted returns — the Bank intends to increasingly diversify
revenue sources and overall revenue by expanding its product offerings, particularly fee- and
commission-based offerings. The Bank is especially focused on core income streams such as net interest
income and fee-based income. It expects to cross-sell other products and services to increase fee-based
income from the Bank’s corporate and retail banking businesses. The Bank will continue to broaden its
skill base and expertise in financial product development. Finally, the Bank also aims to diversify its
portfolio mix towards products offering higher risk-adjusted returns. On the liability side, the Bank
continues to focus on low cost deposits to reduce the funding cost and expand the NIMs.

. Improve operating efficiency to minimize costs — the Bank believes it can further streamline its operations

and processes and minimize costs in order to increase profitability. Such measures may include, for
example, centralization of procurement and outsourcing and optimizing utilization of office space. In
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fact, the Bank’s branches have increasingly featured smaller formats with enhanced productivity led by
automation and digitization.

. Sweat existing infrastructure — maximize utilities derived from the Bank’s already existing infrastructure
in order to derive greater efficiencies and increase profitability.

. Reduce credit costs below long-term average — The Bank believes that conservative credit risk
management policies and controls are critical for the long-term, sustainable growth of its business. The
Bank expects to normalize its credit costs and bring them below its long-term average through improved
credit underwriting processes.

Sustainability — sustainability forms the foundation of the Bank’s strategy

. Strengthen the Bank’s core around technology, operations and process excellence — the Bank intends to
continue undertaking various technology-enabled strategies to strengthen the Bank’s sustainable growth.
The Bank has strengthened the risk and compliance function and culture across the Bank. It continues
to focus on modernizing its core technology, increasing the efficiency of its operating processes and
adopting a design thinking approach. In fiscal 2020, the Bank focused on implementing its five core
values of customer centricity, ethics, transparency, teamwork and ownership across all levels of the
organization to promote the sustainability goal within the Bank. The Bank intends to strengthen and
improve efficiencies across its branches, outbound call centers and digital platforms using process
transformation and automation initiatives.

. Focus on execution excellence — The Bank continues to focus on execution to build a sustainable and
credible business model by, among other things, capitalizing on its revamped organizational structure in
an effort to minimize business volatility and deliver more predictable outcomes.

. Strengthen Credit risk management and build compliance culture — the Bank believes that an important
element in building a sustainable franchise is to embed conservatism in its internal policies and practices,
and that conservative credit risk management policies and controls are critical for long-term, sustainable
growth in its business. The Bank’s goal is to continually improve its credit risk management procedures,
credit evaluation, rating methodology, and monitoring and control mechanisms to maintain the quality
of the Bank’s loan and investment portfolios.
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SUMMARY OF THE ISSUE

The following is a general summary of the terms of the Issue. This summary should be read in conjunction with,
and is qualified in its entirety by, the more detailed information appearing elsewhere in this Preliminary Placement
Document, including “Risk Factors”, “Use of Proceeds”, “Placement and Lock-up”, “Issue Procedure” and
“Description of the Equity Shares” on pages 59, 141, 263, 249 and 300, respectively:

Issuer Axis Bank Limited

Face Value % 2 per Equity Share

Issue Size Aggregating to Z [e] million, comprising [e] Equity Shares of the Bank, at a premium of Z [e]
each

A minimum of 10.00% of the Issue Size, i.e. at least [®] Equity Shares, shall be available for
Allocation to Mutual Funds only, and the balance [e] Equity Shares shall be available for
Allocation to all Eligible QIBs, including Mutual Funds

In case of under-subscription in the portion available for Allocation only to Mutual Funds,
such portion or part thereof may be Allotted to other eligible QIBs
Floor Price % 442.19 per Equity Share calculated on the basis of Chapter V1 of the SEBI ICDR Regulations

In terms of the SEBI ICDR Regulations, the Issue Price cannot be lower than the Floor Price.
However, the Bank may offer a discount on the Floor Price in accordance with the approval
of the Shareholders, in terms of Regulation 176(1) of the SEBI ICDR Regulations, has been
accorded by way of their resolution dated 31 July 2020 in their 26 annual general meeting

Issue Price  [®] per Equity Share

Eligible Investors Eligible QIBs, as defined in Regulation 2(1)(ss) of the SEBI ICDR Regulations and not
excluded pursuant to Regulation 179 of the SEBI ICDR Regulations or restricted from
participating in the Issue under the SEBI ICDR Regulations. See the sections “lssue
Procedure - Qualified Institutional Buyers”, “Selling Restrictions” and “Transfer
Restrictions” on pages 253, 264 and 273, respectively.

The list of Eligible QIBs to whom this Preliminary Placement Document, and Application
Form shall be delivered was determined by the Book Running Lead Managers in consultation
with the Bank, at their sole discretion.

Date of Board 2 July 2020

Resolution  approving

the Issue

Date of Shareholders’ 31 July 2020*

resolution approving the

Issue

Dividend Please see section “Description of the Equity Shares”, “Dividends” and “Taxation” on pages
300, 107 and 285, respectively.

Taxation Please see “Taxation” on page 285.

Equity Shares issued 2,822,027,474 Equity Shares, being fully paid-up
and outstanding prior to

the Issue

Equity Shares issued [e] Equity Shares, being fully paid-up

and outstanding

immediately after the

Issue

Issue Procedure The Issue is being made only to Eligible QIBs in reliance on Section 42 of the Companies Act

read with Rule 14 of the PAS Rules and Chapter V1 of the SEBI ICDR Regulations. For further
details, see “Issue Procedure” on page 249

Listing The Bank has received in-principle approvals from both BSE and NSE each dated 4 August
2020, under Regulation 28(1)(a) of the SEBI Listing Regulations for the listing of the Equity
Shares to be issued pursuant to the Issue.

Trading The trading of the Equity Shares would be in dematerialised form and only in the cash segment
of each of the Stock Exchanges.

The Bank will make applications to the Stock Exchanges to obtain final listing and trading
approvals for the Equity Shares after Allotment of the Equity Shares in the Issue and after the
credit of Equity Shares to the beneficiary account with Depository Participant respectively.

Lock-up For details of the lock-up, see “Placement and Lock-up” on page 263
Transferability The Equity Shares being Allotted pursuant to the Issue shall not be sold for a period of one
Restrictions year from the date of Allotment, except on the floor of the Stock Exchanges. Also see the
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Use of Proceeds

Risk Factors
Closing Date

Status and Ranking

Security Codes for the
Equity Shares

sections “Transfer Restrictions” and “Selling Restrictions” on pages 273 and 264,
respectively.

The net proceeds of the Issue, after deducting fees, commissions and expenses of the Issue, is
expected to be approximately Z [®] million. The Net Proceeds are not to be utilised towards
any specific project. Accordingly, the requirement to disclose (i) break up cost of the project;
(ii) means of financing such project; (iii) proposed deployment status of the proceeds at each
stage of the project is not applicable.

See “Use of Proceeds” on page 101 for information regarding the use of Net Proceeds from
the Issue.

See “Risk Factors” on page 59 for a discussion of factors you should consider before deciding
whether to subscribe to Equity Shares pursuant to this Issue

Allotment of the Equity Shares offered pursuant to the Issue is expected to be made on or
about [e], 2020

Equity Shares being issued pursuant to the Issue shall be subject to the provisions of the Bank’s
Memorandum of Association and Articles of Association and shall rank pari passu in all
respects with the existing Equity Shares, including rights in respect of dividends.

Our Shareholders (who hold Equity Shares as on record date) will be entitled to participate in
dividends and other corporate benefits, if any, declared by the Bank after the Closing Date, in
compliance with the Companies Act, SEBI Listing Regulations and other applicable laws and
regulations. Shareholders may attend and vote in Shareholders’ meetings on the basis of one
vote for every Equity Share held. See “Dividends” and “Description of the Equity Shares” on
page 107 and page 300, respectively.

ISIN: INE238A01034

BSE scrip code: 532215

NSE scrip code: AXISBANK

The shareholders of the Bank have approved raising of funds in or more tranches, for an amount not exceeding < 150,000
million through various modes, including through qualified institutions placements, preferential allotment, issuance of
foreign currency convertible bonds, issuance of American depository receipts, global depository receipts or a combination
thereof, subject to applicable law. In addition to the Issue, the Bank may consider other fund-raisings in the future, within
this limit approved by the shareholders of the Bank.
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SELECTED FINANCIAL INFORMATION

The following tables set forth the Bank’s selected financial and operating data and should be read together with
the more detailed information contained in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations”, “Selected Statistical Information” and the standalone Financial Statements and
related notes included elsewhere in this Preliminary Placement Document. The financial data, where applicable,
has been derived from the Bank’s audited standalone Financial Statements prepared in accordance with Indian
GAAP as applicable to banks. Unless otherwise stated, the summary income statement data for fiscals 2018, 2019
and 2020 and the summary balance sheet data as at 31 March 2018, 31 March 2019 and 31 March 2020 are derived
from the Bank’s audited standalone Financial Statements as at and for the years ended 31 March 2018, 31 March
2019 and 31 March 2020. Our audited consolidated financial statements as of and for the years ended 31 March
2018, 2019 and 2020 are presented in the section “Financial Statements”. The Financial Statements reflect
applicable statutory requirements, regulatory guidelines and accounting practices in India; these requirements,
guidelines and practices change from time to time. In accordance with Indian GAAP, adjustments to reflect such
changes are made on a prospective basis, and financial statements for earlier periods are not restated.

Selected Income Statement Data

Year ended 31 March

2018 2019 2020
 (in millions)
Interest earned® (A) 457,803 549,858 626,352
Interest Expended (B) 271,626 332,776 374,290
Net Interest Income (C=A-B) 186,177 217,082 252,062
Other Income (D) 109,671 131,303 155,366
Operating Revenue® (E=C+D) 295,848 348,385 407,427
Operating Expenses (F) 139,903 158,334 173,046
Operating Profit® (G=E-F) 155,945 190,051 234,381
Provisions and Contingencies 153,188 143,285 218,109
Net Profit 2,757 46,766 16,272

(1) Interest earned includes dividends earned on equity and preference shares and units of mutual funds.
(2) Operating Revenue is sum of Net Interest Income and Other Income.
(3) Operating profit means sum of interest earned and Other Income and reduced by Interest Expended and Operating Expenses.

Selected Balance Sheet Data
As at 31 March

2018 2019 2020
Z(in millions)
Cash and Balances with RBI (A) 354,811 350,990 849,592
Balances with Banks and money at call and short Notice (B) 79,738 321,056 123,090
Investments (C) 1,538,761 1,749,693 1,567,343
Advances (D) 4,396,503 4,947,980 5,714,242
Fixed assets (E) 39,717 40,366 43,129
Other assets (F) 503,766 599,880 854,252
Total assets (G=A+B+C+D+E+F) 6,913,296 8,009,965 9,151,648
Capital (A) 5,133 5,143 5,643
Reserves and Surplus (B) 629,320 661,620 843,835
Deposits (C) 4,536,277 5,484,713 6,401,050
Borrowings (D) 1,480,161 1,527,758 1,479,541
Other liabilities and provisions (E) 262,455 330,731 421,579
Total liabilities (F=A+B+C+D+E) 6,913,296 8,009,965 9,151,648
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Per Equity Share Data
As at 31 March

2018 2019 2020
Earnings per equity share, basic 1.13 18.20 5.99
Earnings per equity share, diluted 1.12 18.09 5.97
Dividends per equity share ) - 1.00 -
Book value per equity share © 247.20 259.27 301.05
Basic weighted average number of equity shares (in millions) 2,445 2,569 2,715
Diluted weighted average number of equity shares (in millions) 2,453 2,585 2,725
Key Ratios
As at or for the year ended 31 March
2018 2019 2020

Profitability Ratios

Return on average total assets © 0.04 0.63 0.20

Return on average net worth @ 0.53 8.09 2.34

Dividend pay-out ratio © - 5.50 -

Net interest margin © 3.44 3.43 3.51

Cost income ratio ® (Reconciliation)* 47.29 45.45 42.47

Capital Adequacy(under Basel 111)*9

Total capital adequacy ratio 16.57 % 15.84 % 17.53%

Tier | capital adequacy ratio 13.04 % 12.54 % 14.49%

Tier 1l capital adequacy ratio 3.53 % 3.30 % 3.04%
Asset Quality

Gross non-performing advances as a percentage of gross advances 6.79% 5.31% 4.52%

Gross non-performing assets as a percentage of gross customer assets'? 6.77% 5.26 % 4.86%

Net non-performing advances as a percentage of net advances 3.64% 2.20% 1.62%

Net non-performing assets as a percentage of net customer assets> 3.40% 2.06% 1.56%

* The following table sets forth the reconciliation of cost income ratio:

Year ended 31 March

2018 2019 2020
(® in millions)
Total INCOME (A) ..o 567,474 681,161 781,717
Interest eXpended (B) ......covoveeiririeieiiieiee e 271,626 332,776 374,290
Operating Revenue (C=A-B) . .. 295,848 348,385 407,427
Operating eXPeNSES (D) ......cueeiirieieiririnieieiesiee e 139,900 158,334 173,046
Cost to Income ratio (D/C*100) 47.29 45.46 42.47

(1) Interest earned includes dividends earned on equity and preference shares and units of mutual funds.

(2) Operating Income is sum of Net Interest Income and Other Income.

(3) Operating profit means sum of interest earned and Other Income and reduced by Interest Expended and Operating Expenses.

(4) Represents the rate of dividend proposed per equity share.

(5) Represents the shareholders’ funds divided by the number of total equity shares outstanding at the end of each reporting period.

(6) Net profit divided by average month-end assets for the fiscal.

(7) Net profit divided by the sum of the daily weighted average of share capital, share premium and year-end average of other reserves and
surplus as reduced by the year-end average of deferred tax assets.

(8) Represents the ratio of total dividends payable on equity shares relating to each fiscal, excluding the dividend distribution tax, as a
percentage of net profit of that year. Dividends of each fiscal are typically paid in the following fiscal.

(9) Represents the ratio of net interest income to daily average interest earning assets.

(10) Represents the ratio of operating expenses to the sum of net interest income and non-interest income.

(11) Capital adequacy ratios are computed in accordance with RBI guidelines.

(12) Gross customer assets include advances, credit substitutes before provisions.

(13) Net customer assets include advances, credit substitutes after deductions of provisions.
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SELECT STATISTICAL INFORMATION

The following information should be read together with the Bank’s annual financial statements and interim
financial results included in this Preliminary Placement Document as well as “Management’s Discussion and
Analysis of Financial Condition and Results of Operations . Footnotes appear at the end of each related section
of tables.

The following information should be read together with the Bank’s financial statements included in this
Preliminary Placement Document as well as “Management’s Discussion and Analysis of Financial Condition
and Results of Operations”. Footnotes appear at the end of each related section of tables.

Average Balance Sheet

The following table sets forth the average balances for interest-earning assets and interest-bearing liabilities
together with the related interest revenue and expense amounts, resulting in the presentation of the average yields
and costs for each period. The quarterly average balances are calculated as the simple average of opening balances
at the start of the year/period and quarterly closing balance of the year/period. The average yield on average
interest-earning assets is the ratio of interest revenue to average interest-earning assets. The average cost on
average interest-bearing liabilities is the ratio of interest expense to average interest-bearing liabilities. The
average balances of loans include NPAs and are net of allowance for credit losses. The Bank has not recalculated
tax exempt income on a tax-equivalent basis. As the yield and cost in the table below has been computed on the
basis of quarterly average balances, these will not match with the ratios contained in the “Management’s
Discussion and Analysis of Financial Condition and Results of Operations”, “Selected Financial and
Operating Data” and “Description of the Bank” sections, which have been calculated on the basis of daily
average balances, except as otherwise stated.

Year ended 31 March

2018 2019 2020
Quarter Interest Average Quarter Interest Average Quarter Interest Average
Average income/ yield/cost® Average income/ yield/cost® Average income/ yield/cost™®
balance expense (%) balance expense (%) balance expense (%)
C=(B/A) C=(B/A) C=(B/A)
(A) (B) (%) (A) (B) (%) (A) B) (%)

(X in millions, except percentages)
Interest-earning
assets:

Advances ............ 4,058,587 341,375 8.41 4,613,498 413,220 8.96 5,270,459 483,030 9.16
Investments......... 1,422,146 99,833 7.02 1,600,360 113,491 7.09 1,650,379 112,460 6.81
Others ................. 314,712 16,595 5.27 462,842 23,147 5.00 622,983 30,862 4.95
Total interest-

earning assets 5,795,445 457,803 7.90 6,676,700 549,858 8.24 7,543,821 626,352 8.30

Non-interest-

earning

assets:
Fixed assets......... 38,818 — — 39,749 — — 41,354 — —
Other assets......... 523,277 - - 627,021 - - 652,948 - -
Total assets.......... 6,357,540 457,803 - 7,343,470 549,858 8,238,123 626,352

Interest-bearing
liabilities:

Deposits... 4,174,279 191,735 4.59 4,885,889 237,075 4.85 5,809,776 293,691 5.06
Saving deposits ... 1,315,488 45,020 3.42 1,487,625 51,744 3.48 1,612,503 56,899 3.53
Demand deposits. 809,014 — — 834,985 — — 816,250 — —
Term deposits...... 2,049,777 146,715 7.16 2,563,279 185,331 7.23 3,381,023 236,792 7.00
Borrowings.......... 1,317,709 79,891 6.06 1,492,176 95,701 6.41 1,303,607 80,599 6.18
Total interest-

bearing

liabilities ........ 5,491,988 271,626 4.95 6,378,065 332,776 5.22 7,113,383 374,290 5.26
Non-interest-

bearing

liabilities:
Capital and

TESEIVES........... 596,079 — — 652,130 — — 785,850 — —
Other liabilities ... 269,473 - - 313,274 - - 338,890 - -
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Year ended 31 March

2018 2019 2020
Quarter Interest Average Quarter Interest Average Quarter Interest Average
Average income/ yield/cost® Average income/ yield/cost® Average income/ yield/cost™®
balance expense (%) balance expense (%) balance expense (%)
C=(B/A) C=(B/A) C=(B/A)
(A) (B) (%) A) (B) (%) (A) B) (%)
(X in millions, except percentages)
Total Non-
Interest
Bearing
liabilities: ....... 865,552 - - 965,403 - - 1,124,740 - -
Total liabilities ... 6,357,540 271,626 7,343,470 332,776 8,238,123 374,290

(1) Annualized.
Analysis of Changes in Interest Revenue and Interest Expense by Volume and Rate

The following table sets forth, for the periods indicated, the allocation of the changes in the Bank’s interest revenue
and interest expense between average volume and changes in average rates.

Fiscal 2019 vs. Fiscal 2018
Increase (Decrease) Due to

Fiscal 2020 vs. Fiscal 2019
Increase (Decrease)) Due to

Change in Change in Change in Change in
average average average average
Net change volume® rate® Net change volume® rate®
(X in millions)
Interest revenue
Advances ..........ccocenune 71,845 49,702 22,143 69,809 60,209 9,600
Investments.. . 13,658 12,638 1,020 (1,030) 3,409 (4,439)
Others .....cccovvveriiieniens 6,551 7,408 (857) 7,715 7,933 (218)
Total interest earning
aSSeLS ....oovviiiiiiien, 92,055 69,748 22,306 76,494 71,551 4,943
Interest expenses
Saving deposits............. 6,724 5,987 736 5,151 4,406 745
Demand deposits .......... - — — - — —
Term deposits................ 38,616 37,127 1,489 51,465 57,272 (5,807)
Borrowings.................. 15,810 11,189 4,621 (15,102) (11,659) (3,443)
Total interest bearing
liabilities ................... 61,150 54,304 6,846 41,514 50,019 (8,505)
Net interest revenue.... 30,905 15,444 15,460 34,980 21,532 13,448
(1) The changes in net interest revenue between periods have been reflected as attributed either to volume or rate changes.
(2) Increase/(Decrease) due to change in average volume is computed based on change in average volume during the fiscal year multiplied
by average rate of that fiscal year
(3) Increase/(Decrease) due to change in average rate is computed based on change in average rate during the fiscal year multiplied by

volume of that fiscal year
Yields, Spreads and Margins (Reconciliation)

The following table sets forth, for the periods indicated, the yields, spreads and interest margins on the Bank’s
interest-earning assets.

Year ended 31 March

2018 2019 2020
(X in millions, except percentages)
Interest €arned (A)......ueoieieiiiierieie et 457,803 549,858 626,352
Interest expended (B) .....oocovveiiiiiiiieiecee s 271,626 332,776 374,290
Average quarterly interest-earning assets (C).......ccovvvereiveiviiinieniinienennens 5,795,445 6,676,700 7,543,821
Average quarterly interest-bearing liabilities (D) ........ccccevieriiniieiiniienenns 5,491,988 6,378,065 7,113,383
Average quarterly total assets (E)........ccoceririiiiiiiiniiiiiisieceeiesee 6,357,540 7,343,470 8,238,123
Average quarterly interest-earning assets as a % of average quarterly total
ASSetS F=(C/E) i 91.16 90.92 91.57
Average quarterly interest-bearing liabilities as a % of average quarterly
total assets G=(D/E) ....cccuviuiriiieiiiiieniesiesiisie et 86.39 86.85 86.35



Year ended 31 March
2018 2019 2020
(X in millions, except percentages)
Average quarterly interest-earning assets as a % of average quarterly

interest-bearing liabilities H=(C/D).....ccccoviviiiiiiiiecceeeceee 105.53 104.68 106.05
Average yield (annualized) (%) I5(A/C) coovvvveeeeeeieieieeieeee e 7.90 8.24 8.30
Average cost of funds (annualized) (%)1) ..oooooiiiieneee e
= (BID) cereoeeeeeeeeeeeeeeeeeeeeeeeeseeeeeee e eeeeeeeee e 495 520 5.26
Average spread (annualized) (%)) (I-1)..cvcieviieiiciciceeeeeee e 2.95 3.02 3.04

(1) Spread is the difference between the yield on average interest-earning assets and the cost of average interest-bearing liabilities. Yield on
average interest-earning assets is the ratio of interest income to average interest-earning assets. Cost of average interest-bearing
liabilities/cost of funds is the ratio of interest expense to average interest-bearing liabilities.

Return on Equity and Assets

The following table sets forth selected financial ratios for the periods indicated.

Year ended 31 March
2018 2019 2020
(X in millions, except percentages)
Return on equity and assets

INEE PIOTIE 1.ttt 2,757 46,766 16,272
Average total @SSEts!) ........ciiiiiiiiiieee s 6,405,615 7,455,503 8,288,516
Average shareholders’” €qUILY........cccviriiiiercieieiine e 517,687 577,956 694,176
Net profit as a percentage of average total aSSets .........ceveevereecirieiierieniennens 0.04% 0.63% 0.20%
Net profit as a percentage of average shareholders’ equity®..........c.ccoe.e.... 0.53% 8.09% 2.34%
Average shareholders’ equity as a percentage of average total assets.......... 8.08% 7.75% 8.38%

(1) Average total assets represents monthly average balance as reported to RBI in Form X under section 27 of the Banking Regulation Act,
1949 during the year.

(2) Computed as net profit divided by the daily weighted average of share capital, share premium and year end average of other reserves
and surplus less year end average of net deferred tax assets.

Investment Portfolio (Gross)

The following table sets forth the gross book value of the Bank’s investment portfolio as at the specified dates.

As at 31 March

2018 2019 2020
(X in millions)
Investment in GOvErnment SECUTILIES .......vvevvrervrerveereesireeseeeieeesenens 1,013,548 1,168,229 1,219,181
INVeStMENt IN SNATES .....ecovvvvieiiriieiiiie et et e et e e sbee e e eanees 34,819 26,343 24,028
Investment in bonds and debentures..............ccevveviveeiieeiieesiie e, 313,624 398,230 223,189
Investment in commercial PAPET .......cccvevviiieiiiiiiiiiieii e 68,091 62,634 4,770
Investment in certificates 0f dePOSit........cccveririieiiiiieniiiiiiiiieicsiens 28,752 - 749
Investment in Venture capital .........cccocviviririierieiiniescneneseecse s 279 220 227
Investment in subsidiaries/joint VENTUIES .........ccocvvvrerenereieieiinienns 17,931 18,028 18,095
(03115310 RO 55,426 52,291 63,092
Gross Investments in India (A) ............cccooveviiiiiiiieic e 1,532,470 1,725,975 1,553,331
Investment in Government securities ....... 26,984 34,165 40,634
Investment in subsidiaries/joint ventures .. 2,996 4,833 4,833
Others (Equity shares and bonds).............. 4974 11,299 9,927
Gross Investments outside India (B).............ccoviiiininiiiiiinn, 34,954 50,297 55,394
Gross Investment (A + B).........ccooiiiieiiiiiiiiiie e 1,567,424 1,776,272 16,08,725

(1) Others include investments in Mutual Funds, Security Receipts, Pass Through Certificates etc.

The following table sets forth figures relating to income earned from the following activities for the periods
indicated.

For the year ended 31 March

2018 2019 2020
(X in millions)
Interest earned on GOVErnMENt SECUIIIES .....veevvvrrrveerveeiveeieesreesieeenreesenes 72,097 80,270 86,992
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For the year ended 31 March

2018 2019 2020
( in millions)

Interest earned on debt SECUTTHES ......ccvevveieiiiiiiiieicceee e 25,015 28,462 24,094
Interest earned from investments in commercial paper / certificates of

AEPOSIE ettt ettt bttt e e 2,473 4,323 1,038
Dividends from investments in units of mutual funds & Venture Capital

FUNAS oo 21 182 120
Dividends from investments in shares ................ 227 254 217
Net gain from sale of Government securities ..... 6,510 3,510 12,382
Net gain from sale of debt SECUIILIES ......c.eveeiirieiiiiiiieiieiceeie e 2,162 254 5,122
Net gain from sale Of QUITIES ........eevirieiiiiiiierieee e 4,428 3,631 4,110
Net gain from sale of commercial paper / certificates of deposit ............. 151 185 109

Net gain from sale of units of mutual funds & Venture Capital Funds ..... - - -

The following table sets forth the rating distribution value of the Bank’s corporate bonds portfolio as at the
specified dates:

As at 31 March

2018 2019 2020
Rating Distribution Gross Gross Gross
Value Book % of total Book % of total Book % of total
1 176,612 56.31% 241,303 60.59% 103,377 46.32%
2 76,277 24.32% 94,175 23.65% 60,961 27.31%
3 39,627 12.64% 40,496 10.17% 32,118 14.39%
4 9,107 2.90% 9,267 2.33% 3,019 1.35%
5 12,001 3.83% 12,989 3.26% 23,714 10.63%
313,624 100% 398,230 100% 223,189 100%

(1) Includes AA+, AA and AA-.

(2) Includes A+, A and A-.

(3) Includes BBB+, BBB and BBB-.

(4) Includes BB+, BB and BB- and below.
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Available for Sale Investments

The following table sets forth information relating to the Bank’s AFS investments as at the specified dates.

As at 31 March 2018 As at 31 March 2019 As at 31 March 2020
Book Value Market Unrealized Unrealized Book Value Market Unrealized Unrealized Book Value Market Unrealized  Unrealized
Value® Gain Loss Value® Gain Loss Value® Gain Loss
(X in millions)

Government securities......... 138,361 138,607 909 (663) 152,869 153,885 1,083 (66) 1,11,592 1,12,104 550 (38)
Other debt securities... 312,004 323,260 16,023 (4767) 382,678 381,752 9,642 (10,568) 2,61,662 2,63,048 11,333 (9,947)
Total debt securities............. 450,365 461,866 16,932 (5,430) 535,546 535,637 10,725 (10,634) 3,73,254 3,75,152 11,883 (9,985)
Non-debt securities.............. 37,428 17,421 2,987 (22,994) 28,980 12,002 3,382 (20,360) 26,594 18,704 9,090 (16,980)
Total............coocveveveninnnn 487,793 479,287 19,919 (28,424) 564,526 547,639 14,106 (30,994) 3,99,848 3,93,856 20,973 (26,965)
(1) Incase of non-performing investments other than equity shares, book value is considered as market value for the purposes of above disclosure.
Held to Maturity Investments®”
The following table sets forth information relating to the Bank’s HTM investments as at the specified dates.

As at 31 March 2018 As at 31 March 2019 As at 31 March 2020

Unrealized  Unrealized Unrealized  Unrealized Unrealized  Unrealized
Book Value Market Value Gain Loss Book Value Market Value Gain Loss Book Value Market Value Gain Loss
(X in millions)

Government securities ......... 887,121 870,574 3,298 (19,845) 1,040,038 1,035,222 8,987 (13,803) 11,19,996 11,67,206 47,290 (80)
Other debt securities - - - - - - - - 5,914 5,914 - -
Total debt securities............. 887,121 870,574 3,298 (19,845) 1,040,038 1,035,222 8,987 (13,803) 11,25,910 11,73,120 47,290 (80)
Non-debt securities.............. 20,994 20,989 - 5) 22,900 22,896 - (4) 22,944 22,940 - 4)
Total............cooovevevenannn, 908,115 891,563 3,298 (19,850) 1,062,938 1,058,118 8,987 (13,807) 11,48,855 11,96,060 47,290 (84)

(1)  The market value and unrealized gains/(losses) for HTM category are given for reference to maintain consistency in presentation. However HTM investments are carried at amortized cost in the books as per the applicable RBI guidelines.

Held for Trading Investments

The following table sets forth information relating to the Bank’s HFT investments as at the specified dates.

As at 31 March 2018 As at 31 March 2019
Market Unrealized  Unrealized Market Unrealized  Unrealized
Book Value Value® Gain Loss Book Value Value® Gain Loss Book Value
(X in millions)
Government securities ...... 15,049 15,047 0 2) 9,487 9,491 4 - 28,227
Other debt securities ......... 156,467 156,499 142 (110) 139,321 139,805 509 (25) 31,795
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As at 31 March 2020

Market Unrealized  Unrealized

Value® Gain Loss
28,245 18 -
31,531 49 (313)



Total debt securities ... 171,516

171,546 142 (112) 148,808 149,296 513 (25) 60,022 59,776 67 (313)

Total ... 171,516 171,546 142 (112) 148,808 149,296 513 (25) 60,022 59,776
(1) Incase of non-performing investments other than equity shares, book value is considered as market value for the purposes of above disclosure.

67 (313)
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Residual Maturity Profile

The following table sets forth the maturity profile of the gross book value of Government securities in India at the
specified dates.

As at 31 March

2018 2019 2020
(X in million except percentages)

Gross Gross Gross

Book Book Book
Maturity Buckets Value % to total Value % to total Value % to total
74,466 7.35% 62,580 5.36% 60,474 4.96%
105,288 10.39% 34,297 2.93% 101,733 8.34%
84,408 8.33% 134,431 11.51% 143,444 11.77%
749,385 73.93% 936,921 80.20% 913,530 74.93%
1,013,547 100% 1,168,229 100% 1,219,181 100%

The following table sets forth breakdowns of the Bank’s gross book value of its corporate bond portfolio in India
by maturity profile and ratings distribution.

As at 31 March

2018 2019 2020
(X in million except percentages)

Gross Gross Gross

Book Book Book
Maturity Buckets Value % to total Value % to total Value % to total
27,428 8.75% 62,354 15.66% 16,033 7.18%
90,195 28.75% 119,244 29.94% 66,028 29.58%
63,346 20.20% 66,921 16.81% 68,648 30.76%
132,655 42.30% 149,712 37.59% 72,480 32.48%
313,624 100% 398,230 100% 223,189 100%

The following table sets forth an analysis of the residual maturity profile of the Bank’s investments in Government
and corporate debt securities classified as AFS securities and their weighted average market yields as at the
specified dates.

As at 31 March 2020
More than Ten
Up to One Year One to Five Years Five to Ten Years Years
Amount Yield Amount  Yield Amount  Yield Amount Yield
(X in millions, except percentages)

Government securities........... 72,611 3.56% 31,909 5.04% 6,599 6.31% 984 6.37%
Other debt securities.............. 27,182 8.20% 1,55,554 6.06% 71,253 7.68% 9,059 6.51%
Total debt securities Market

Value .....ooovvveviiiiiciecieenen, 99,793 4.82% 1,87,463 5.89% 77,852 7.57% 10,043 6.50%
Gross Book Value................. 99,808 1,90,159 74,664 8,623

The following table sets forth an analysis of the residual maturity profile of the Bank’s investments in Government
and corporate debt securities classified as HTM securities and their weighted average market yields as at the
specified dates.

As at 31 March 2020
More than Ten
Up to One Year One to Five Years Five to Ten Years Years
Amount Yield Amount Yield Amount Yield Amount Yield
(R in millions, except percentages)

Government securities........... 1,400 499% 2,19,858 5.18% 6,10,768 6.10% 3,35,180 6.20%
Other debt securities 0 0 5,914 0 0 0 0 0
Total debt securities Market

Value ......coevvvveviiiieeiieenen, 1,400 499% 2,25,772 5.04% 6,10,768 6.10% 3,35,180 6.20%

46



As at 31 March 2020
More than Ten
Up to One Year One to Five Years Five to Ten Years Years
Amount Yield Amount Yield Amount Yield Amount Yield
(X in millions, except percentages)
Gross Book Value................. 1,394 2,19,449 5,87,688 3,17,380

The following tables set forth an analysis of the residual maturity profile of the Bank’s investments in Government
and corporate debt securities classified as HFT securities and their weighted average market yields as at the
specified dates.

As at 31 March 2020
More than Ten
Up to One Year One to Five Years Five to Ten Years Years
Amount Yield Amount Yield Amount Yield Amount Yield
(X in millions, except percentages)
Government securities........... 27,091 3.11% 52.45 5.18% 1048.7 6.22% 53 6.38%
Other debt securities.............. 2,466 1.59% 27,641 7.06% 1,423 6.26% 0 0.00%

Total debt securities Market
Value ...oooovevveiieincieciecnee 29,557 2.98% 27,693 7.06% 2,472 6.24% 53 6.38%

Gross Book Value................. 29,555 27,936 2,478 53

Asset Liability Gap and Interest Sensitivity Data

The following tables set forth the Bank’s asset-liability gap position for the specified periods.

As at 31 March 20200®®
1-30 31 Days 2-3 3-6 6-12 Over
Days 2 months Months  Months Months  1-3 Years 3-5 Years 5 Years Total
(X in millions, except percentages)
Cash and Balance with

RBIL...coooiiiiiiiiiiiis 675,302 4,711 2,976 4,258 5,106 5,946 487 150,806 849,592
Balance with Banks....... 99,449 750 1,225 8,255 13,211 200 - - 123,090
Investments 454,235 44,198 35,387 67,431 100,373 153,694 72,078 639,947 1,567,343
Advances..... . 236,568 155,268 150,158 303,194 519,195 1,146,069 694,955 2,508,835 5,714,242
Fixed assets - - - - - - - 43,129 43,129
Other assets................... 92,295 27,411 23,473 56,563 108,736 175,961 87,078 282,734 854,252
Total assets.................. 1,557,849 232,338 213,220 439,701 746,621 1,481,870 854,598 3,625,451 9,151,648
Capital.......cccovviiiiiinns - - - - - - - 5,643 5,643
Reserves......ccccccoevvvneeen. - - - - - - - 843,835 843,835
Deposits ... 728,225 273,052 244,116 535,064 839,329 235,861 26,883 3,518,520 6,401,050
Borrowings.. . 68,374 78,146 44,124 175,928 261,827 504,257 137,835 209,050 1,479,541
Other liabilities.............. 21,905 10,416 9,505 553 - 28,902 - 350,298 421,579
Total Liabilities ............. 818,504 361,614 297,745 711,545 1,101,156 769,020 164,718 4,927,346 9,151,648
Liquidity gap.......c.cceuene (1,301,89

739,345  (129,276) (84,525)  (271,844)  (354,535) 712,850 689,880 5)
Cumulative gap ............. 739,345 610,069 525,544 253,700  (100,835) 612,015 1,301,895 -
Cumulative liabilities .... 818,504 1,180,118 1,477,863 2,189,408 3,290,564 4,059,584 4,224,302 9,151,648
Cumulative liquidity
gap as a % of
cumulative liabilities..... 90.33% 51.70% 35.56% 11.59% -3.06% 15.08% 30.82% 0.00%

(1)  Classification methodologies are based on the Asset Liability Management Guidelines issued by the RBI.
(2)  Assets and liabilities are classified into categories as per residual maturity.
(3)  Assets and liabilities that do not mature or have ambiguous maturities are classified according to historical behavioral analysis or management judgment.

Loan Portfolio and Credit Substitutes

As at 31 March 2020, the Bank’s gross loan portfolio was X 5,887.98 billion and gross credit substitutes
outstanding was X 329.17 billion.

As at 31 March 2020, almost all of the Bank’s gross loans and credit substitutes were to borrowers in India and
approximately 89.90%, are denominated in Rupees. For a description of the Bank’s corporate and retail loan
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products, see “Business—The Bank’s Principal Activities— Corporate Sub-group” and “Business—The
Bank’s Principal Activities— Retail Banking” on pages 181 and 175, respectively.

The following table sets forth the Bank’s gross advances plus credit substitutes portfolio for the specified periods.

As at 31 March
2018 2019 2020
(X in millions)

Corporate 10ans .............ccoviviiiiiiiiiiic e 1,865,088 1,967,474 2,178,204
Of which

— Domestic corporate 10ans. ...........cccceeveririeeneniienineennens 1,428,054 1,661,522 1,857,968

— Foreign corporate 10ans..........c.ccecvviiiienininninicninienne 437,034 305,952 320,236
SME 10ANS .......ccuviiiieiiieee e sae e 601,045 671,118 638,284

Of which

— Domestic SME 10ans.........ccccovevieiiieineesiienieseesee s 599,204 669,116 636,460

— Foreign SME loans 1,841 2,002 1,824
Retail 10ans.............cc.ccooeeviiiiiiiic e 2,079,375 2,472,372 3,071,489
Of which

— Domestic retail 10ans............occvevveiiieeiieesieeseesieesee e 1,962,112 2,373,024 2,917,079

— Foreign retail 10ans..........cccooeiiiiiiiiiicniniccee 117,263 99,348 154,410
Total Gross 10ans ............cccoviiiiiiiiieiic e 4,545,508 5,110,964 5,887,977
Of which

— DOMESIC 10ANS.....eiiiieieieiiiciie e 3,989,370 4,703,662 5,411,507

— Foreign 10ans..........ccoovvieiiiiiiiiicc 556,138 407,302 476,470
Credit substitutes(!) .................c..cooooviiriierieieeeeeceee e 511,135 551,136 329,169
Gross loans plus credit substitutes...............ccccooceiiiiiinnnnnnns 5,056,643 5,662,100 6,217,146

(1)  Credit substitutes include bonds, equity shares, preference shares, security receipts, commercial paper, certificates of deposits and pass through certificates.
Maturity and Interest Rate Sensitivity of Loans and Credit Substitutes

The following tables set forth the interest rate sensitivity of the Bank’s loans and credit substitutes for the specified
periods:

As at 31 March 2020
No
Due in One One Year to Due after contracted
Year or Less Five Years Five Years maturity Total
(R in millions)

Interest rate classification of loans

by maturity
Variable rates........cccccvvvveeiiveeeiiineeenns 788,004 1,033,499 1,354,189 1,199,309 4,375,001
Fixed rates.....cceevvvvveeiiiieeiiiee e 460,712 681,239 260,676 110,349 1,512,976
OtherS....ccvvveiiiiie e - - - - -
Gross Loans ................oceevvvereeeeennnns 1,248,716 1,714,738 1,614,865 1,309,658 5,887,977
Interest rate classification of credit

substitutes by maturity
Variable rates 10 18,543 3,443 24,294 46,290
Fixed rates............. 29,468 173,935 79,476 - 282,879
OthersS.....cueeeviieeiiiie e - - - - -
Gross Credit Substitutes.................. 29,478 192,478 82,919 24,294 329,169
Interest rate classification of loans

and credit substitutes by maturity
Variable rates 788,014 1,052,042 1,357,632 1,223,603 4,421,291
Fixed rates 490,180 855,174 340,152 110,349 1,795,855
OthersS.....cueeeeiiiieeiiee e - - - - -
Gross loans and credit substitutes... 1,278,194 1,907,216 1,697,784 1,333,952 6,217,146
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Concentration of Loans and Credit Substitutes

The Bank follows a policy of portfolio diversification and evaluates its total financing exposure in a particular
industry in the light of the Bank’s growth and profitability forecasts for that industry. The Bank’s Risk Department
monitors all major sectors of the economy and specifically follows industries in which the Bank has credit
exposure. The Bank actively manages its loan portfolio by responding to economic weaknesses in an industry
segment by restricting new credits to that industry segment and by increasing new credits to growing industry
segments. In order to avoid concentration, the Bank has set internal ceilings on portfolio exposures to different
industry sectors.

The following table sets forth the Bank’s gross fund-based loans outstanding and credit substitutes categorized by
borrower industry or economic activity as at the specified dates.

As at 31 March

2018 2019 2020

(X in millions, except percentages)
Retail Loans........ccovvvvevenieniniieinnnennns 1,765,757 34.92% 2,125,076 37.53% 2,689,981 43.27%
Telecommunication S€rvices.................. 66,721 1.32% 127,446 2.25% 178,483 2.87%
Chemical and chemical products........... 61,081 1.21% 95,686 1.69% 104,058 1.67%
Drugs and pharmaceuticals.................... 82,629 1.63% 81,869 1.45% 76,903 1.24%
Agriculture ........coceeeiiiiiii 316,661 6.26% 348,598 6.16% 381,584 6.14%
TEXHIES vvovvevreriiieeire et 74,831 1.48% 88,849 1.57% 98,624 1.59%
Real estate ...ccoovevveririiiieiiecc e, 181,590 3.59% 196,121 3.46% 184,798 2.97%
Transportation and Logistics ................. 91,800 1.82% 94,698 1.67% 98,009 1.58%
(0753111531 | RSP 90,620 1.79% 76,156 1.35% 77,526 1.25%
Trading .....ccooevenenieniieieiseeee e 142,655 2.82% 152,682 2.70% 171,902 2.76%
Engineering 129,586 2.56% 136,636 2.41% 117,637 1.89%
Food Processing ........cccocevvevirieiennnnnne. 127,829 2.53% 117,140 2.07% 134,796 2.17%
POWET . 183,436 3.63% 265,963 4.70% 240,347 3.87%
Petrochemicals and Petroleum Products 53,120 1.05% 131,569 2.32% 146,042 2.35%
Financial Intermediaries - Housing Fin.

COMPANIES....c.veneenienieiieiesiieie e 173,324 3.43% 213,543 3.77% 144,490 2.32%
Entertainment and Media ...................... 18,384 0.36% 38,752 0.68% 52,230 0.84%
Metal and metal products ...................... 219,462 4.34% 259,865 4.59% 264,226 4.25%
INfrastructure .....ooevvevvevveveerecvese e 229,993 4.55% 199,311 3.52% 174,692 2.81%
Paper and paper products...............c.c...... 15,991 0.32% 17,401 0.31% 24,429 0.39%
Financial intermediaries — others........... 500,576 9.90% 455,212 8.04% 449,871 7.24%
Gems and Jewellery.........ccoovvveiiiennnnne 43,669 0.86% 26,589 0.47% 24,772 0.40%

7,624 0.15% 7,674 0.14% 8,155 0.13%

33,713 0.67% 29,313 0.52% 28,854 0.46%

82,590 1.63% 108,855 1.92% 112,150 1.80%

Ohers ....cveeiieeiecieee e 363,002 7.18% 267,095 4.71% 232,587 3.74%
Gross loans and credit substitutes...... 5,056,644 100.00% 5,662,099 100.00% 6,217,146 100%

As at 31 March 2020, aggregate credit exposure (including derivative exposure) to the Bank’s 20 largest borrowers
(fund and non-fund based) amounted to X 748.49 billion, representing 69.95% of the Bank’s total capital
(comprising Tier I capital and Tier II capital). The Bank’s single largest borrower (fund and non-fund based) as at
31 March 2020 had a loan balance of X 72.23 billion, representing 6.75 % of the Bank’s total capital (comprising
Tier I capital and Tier II capital).

Non-Performing Assets

The Bank has absorbed the losses arising on account of impairment of loans as some borrowers were impacted by
negative trends in the global marketplace, recessionary conditions in the domestic economy, increased competition
arising out of economic liberalization in India and volatility in industrial growth and commodity prices.

Several measures have since been adopted by the Bank to refine its credit selection processes and appraisal
capabilities. These include creation of an independent Risk Department which scrutinizes all credit proposals of
% 10 million and above, introduction of a rigorous Credit Rating model, rolling out a Credit Monitoring tool to
evaluate the performance of accounts at certain intervals and putting in place a Credit Audit mechanism.
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As at 31 March 2020, the gross NPAs as a proportion of gross customer assets were 4.86% and net NPAs as a
proportion of net customer assets were 1.56 %. The Bank had, on 31 March 2020, effected a provision cover of
69.04% on the Bank’s gross NPAs (excluding prudential write-offs). This provision cover may be viewed against
the Bank’s policy of writing off all loss assets and doubtful assets to the extent of security shortfall, against which
full provisions are made. As at 31 March 2020, the provisioning coverage ratio of the Bank was 82.69% pursuant
to applicable RBI guidelines including prudential write-offs.

The following table sets forth information about the Bank’s NPA portfolio as at the specified dates.

As at 31 March
2018 2019 2020
(R in millions, except percentages)

Non-Performing Assets

Non-Retail advances (A).... 279,819 243,568 234,241
Retail advances (B) ........... 28,945 27,897 31,800
INVEStMENES (C) veivviiiiiiiiiieie sttt 33,723 26,430 36,297
Gross NPAS (D=A4BHC) c.cviiiriieiiiinisiiieieeee s 342,486 297,895 302,338
Specific provisions (E) .......ccoceeiiiiiiiiiiiiiiciceceeee 173,560 183,508 208,027
Interest capitalization — restructured NPA accounts" (F)................ 3,010 1,631 707
Net NPAs (NPA net of provisions) (G=D-E-F) 165,917 112,756 93,604
Gross customer assets (H) vo.vevvvvevieiiieiinniieiiecee e 5,056,644 5,662,101 6,217,146
Net customer assets® (1) ....covvvviviriveeeeeeereierereeeeeeeerereeeees s 4,879,788 5,476,695 6,008,198
Gross new additions to non-performing assets (slippages)® (J)...... 334,190 138,711 199,150
Net new additions to non-performing assets (slippages)® (K)........ 246,560 47,703 106,136
Gross NPA ratio (Gross NPAs/gross customer assets) (%)

003, & ) TN 6.77 5.26 4.86
Net NPA ratio (Net NPAs/net customer assets) (%) (M=G/).......... 3.40 2.06 1.56
Total provisions® (N=E+F) ....cccccviiiiiiicciiisesene e 176,570 185,139 208,734
Total provisions as a percentage of Gross NPAs (O=N/D).............. 51.56 62.15 69.04
Provisioning coverage ratio pursuant to applicable RBI guidelines

(including prudential Write-0ffs) .........ccocvniiiiiriiiiiiiiiniienees 65.05 76.78 82.69

(1) Interest capitalization — restructured NPA accounts represents unrealized income that is provided for in the books of accounts on funded
interest term loan/debt or equity instrument created by conversion of unpaid interest.

(2) Net customer assets is calculated as gross customer assets less NPA provisions, floating provisions, restructuring provisions and Interest
capitalization — restructure NPA accounts provisions.

(3) Gross new additions to non-performing assets (slippages) is calculated as sum of new assets classified as non-performing during the
period.

(4) Net new additions to non-performing assets (slippages) is calculated as gross new additions to non-performing assets (slippages) during
the period less recoveries and upgradations from non-performing assets during the period.

(5) Total provisions include specific provisions (i.e., provisions in respect of NPAs) and interest capitalization — restructured NPA accounts

Recognition of Non-Performing Assets

As a commercial bank operating in India, the Bank recognizes NPAs strictly on the basis of the RBI’s current
guidelines. The current guidelines require banks in India to classify their NPAs into the following three categories
based on the period for which the loan has remained non-performing and the estimated realization of dues:

. Substandard assets;
. Doubtful assets; and
. Loss assets.
Substandard Assets

An account becomes non-performing if the interest and/or instalment of principal remains overdue for more than
90 days (an exception to this rule is advances to agricultural borrowers which will be classified as non-performing
only if the advance/loan remains overdue for more than two crop seasons in the case of short-duration crops and
one crop season for long-duration crops). A substandard asset is one which has remained non-performing for a
period of up to 12 months.

Doubtful Assets
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A doubtful asset is one which has remained an NPA for a period greater than 12 months. Doubtful assets are
classified into Doubtful-I, Doubtful-II and Doubtful-III depending on the age of the NPAs as set out below:

€)] If the asset has remained in the doubtful category for a period of up to one year it is classified as a
Doubtful-I asset.

(b) If the asset has remained in the doubtful category for a period of more than one year but less than three
years it is classified as a Doubtful-II asset.

(©) If the asset has remained in the doubtful category for a period of more than three years it is classified as
a Doubtful-III asset.

Loss Assets
A loss asset is one which is considered irrecoverable with little or no salvage value.

An NPA need not go through the various stages of classification in cases of serious credit impairment and such
assets should be immediately classified as doubtful or as a loss asset, as appropriate. Erosion in the value of
security can be reckoned as significant when the realizable value of the security is less than 50% of the value
assessed by the Bank or accepted by the RBI at the time of last inspection, as the case may be. Such NPAs may
be immediately classified as a Doubtful Asset.

If the realizable value of the security, as assessed by the Bank, approved appraisers or the RBI is less than 10% of
the borrower’s outstanding accounts, the existence of the security is ignored and the asset is immediately classified
as a loss that may be either written-off or fully provided for by the Bank.

Non-Accrual Policy

When an asset is classified as non-performing, interest accrual is stopped and the unrealized interest is reversed
by debit to the profit and loss account. In accordance with the RBI guidelines, interest realized on NPAs may be
added to the income account provided the credits in the accounts towards interest are not out of additional credit
facilities sanctioned to the borrower. The RBI has also stipulated that in the absence of a clear agreement between
the Bank and the borrower for the purpose of appropriating recoveries in NPAs (i.e. towards principal or interest
due), banks should adopt an accounting principle and exercise the right of appropriation of recoveries in a uniform
and consistent manner. In the case of NPAs where recoveries are effected as a result of a settlement or otherwise,
the Bank’s policy is first to appropriate the same against principal amount due from the borrower as application
of interest would have ceased in such accounts. In NPA accounts where transactions have virtually ceased,
recoveries will be appropriated towards the principal amount. Only in cases where the nature of continuing
transactions allows the Bank to conclude that recovery of the principal is not in jeopardy are recoveries
appropriated against interest.

Interest foregone

Interest foregone is the interest due on non-performing loans that has not been accrued in the Bank’s books of
accounts. The following table sets forth the outstanding amount of interest foregone on existing non-performing
loans as at the respective dates.

Year Interest Foregone
(R in millions)
31 IMAICH 2018 ...ttt et bbbt b b e 27,275
31 IMAICH 2019 ettt bbbttt b e 29,308
31 MAICH 2020 ...ttt ettt ettt et e te b b et et ereeneeteerenrenrenee 31,417

Policy for making Non-Performing Assets Provisions

Corporate Credit

Substandard assets.........ccocoviiiiiiiniiiinnn 15% of the fund-based outstanding (25% of the fund-based outstanding if
the facilities are ab initio unsecured)

Doubtful @ssets ........cocevveririeeienienineenens Doubtful-I — 100% of the unsecured portion plus 25% of the secured
portion
Doubtful-II — 100% of the unsecured portion plus 40% of the secured
portion
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Doubtful-III — 100% of the outstanding

L0SS @SSCLS ..vvvveiiiiiiiiiiieiiisiieii s 100% to be provided or written-off

Retail and Agricultural Advances

In the case of retail advances, the Bank makes provisions when the retail advances reach specified stages of
delinquency (90 days or more of delinquency), which is a more conservative approach than the RBI prudential
norms. The provisions for different stages of delinquency range from 15% to 100% of the value of delinquent
loans depending on the duration of delinquency.

Provisions in respect of agriculture advances classified into sub-standard and doubtful assets are made at rates
which are higher than those prescribed by the RBI.

Floating Provisions

In June 2006, the RBI issued prudential norms on creation and utilization of floating provisions (i.e., provisions
which are not made in respect of specific NPAs or are made in excess of regulatory requirements for provisions
for standard assets). The norms state that floating provisions can be used only for contingencies under
extraordinary circumstances for making specific provisions in impaired accounts after obtaining approval from
the Board of Directors and with the prior permission of the RBI. Floating provisions for advances and investments
will be held separately and cannot be reversed by credit to the profit and loss account. Until utilization of such
provisions, they can be netted out from gross NPAs to arrive at disclosure of net NPAs. Alternatively, floating
provisions can be treated as part of Tier II capital within the overall ceiling of 1.25% of total risk-weighted assets.

Floating provisions do not include specific voluntary provisions made by banks for advances which are higher
than the minimum provision stipulated by the RBI guidelines. For fiscal 2020, floating provisions amounting to I
33 million, have not been netted off from gross NPAs to arrive at net NPAs since they have been considered part
of the Tier II capital of the Bank.

Analysis of Non-Performing Loans by Industry Sector

The following table sets forth the Bank’s non-performing loans, by borrowers’ industry or economic activity and
as a percentage of the Bank’s loans in the respective industry or economic activities sector for the specified
periods. These figures do not include credit substitutes.

As at 31 March 2018 As at 31 March 2019 As at 31 March 2020
NPA% of NPA% of NPA% of
Gross NPA in Gross Gross NPA in Gross Gross NPA in Gross
Name of the Industry Loans industry Loans Loans industry Loans Loans industry Loans
Telecommunication services............ 55,971 1,086 1.94% 113,692 4 0.00% 175,840 4 0.00%
Chemical and chemical products 60,927 7,282 11.95% 95,542 5,411 5.66% 104,058 5,205 5.00%
Drugs and pharmaceuticals... 80,901 2,502 3.09% 79,953 494 0.62% 75,365 416 0.55%
Agriculture 316,585 7,894 2.49% 348,522 10,516 3.02% 381,508 12,182 3.19%
Textiles 69,804 8,325 11.93% 83,472 9,054 10.85% 93,997 8,868 9.43%
Real estate. 163,652 13,458 8.22% 182,504 14,392 7.89% 173,798 15,592 8.97%
Transportation and logistics.. 67,511 4,671 6.92% 71,283 6,929 9.72% 69,113 11,639 16.84%
Cement... 87,519 6,135 7.01% 67,779 6,847 10.10% 74,526 6,735 9.04%
Trading... 142,655 5,716 4.01% 152,682 6,782 4.44% 171,902 13,438 7.82%
129,586 17,312 13.36% 136,636 16,053 11.75% 117,637 22,511 19.14%
127,829 11,080 8.67% 117,140 10,232 8.73% 134,796 10,417 7.73%
176,162 73,353 41.64% 196,130 72,103 36.76% 197,526 40,864 20.69%
Petrochemicals and petroleum
PrOAUCES .. 52,426 269 0.51% 100,014 7,681 7.68% 128,642 15,133 11.76%
Financial intermediaries — Housing
Fin. Companies ............cccerveennnnnes 88,454 0 0.00% 115,158 0 0.00% 119,782 382 0.32%
Entertainment and Media 18,384 1,143 6.22% 38,752 1,155 2.98% 52,230 4,402 8.43%
Metal and metal products 218,041 36,587 16.78% 258,753 11,808 4.56% 258,995 10,777 4.16%
Infrastructure 138,967 40,112 28.86% 145,444 39,886 27.42% 146,444 35,575 24.29%
Paper and paper products.. 15,001 1,604 10.69% 16,412 1,513 9.22% 23,439 1,474 6.29%
Financial intermediaries others 304,375 859 0.28% 281,821 2,105 0.75% 319,023 4,371 1.37%
Gems and jewellery.... 43,669 2,996 6.86% 26,589 1,934 7.27% 24,772 1,713 6.92%
5,403 552 10.22% 5,453 546 10.01% 5,934 1,195 20.14%
33,108 3,743 11.31% 29,270 2,865 9.79% 28,854 329 1.14%
Auto ancillaries ... 82,360 6,635 8.06% 108,068 1,843 1.71% 112,021 2,049 1.83%
Retail loans .. 1,758,178 20,001 1.14% 2,125,076 17,095 0.80% 2,689,981 18,866 0.70%
Others. 308,040 35,448 11.51% 214,819 24,218 11.27% 207,794 21,903 10.54%
Total ... 4,545,508 308,763 6.79% 5,110,964 271,466 531% 5,887,977 266,040 4.52%
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Top 10 Non-Performing Corporate Loans

As at 31 March 2020 the top ten non-performing corporate loans represented 35.33% of the Bank’s gross non-
performing corporate loans, 17.57% of the Bank’s net non-performing corporate loans and 2.94% of the Bank’s
gross corporate loan portfolio.

The following tables set forth information regarding the Bank’s ten largest non-performing corporate loans as well
as the value of the collateral securing the loan (the collateral valuations are based on the audited financial
statements of the borrower or independently arrived at by outside agencies) as at 31 March 2020. However, the
net realizable value of such collateral may be substantially less, if anything.

Borrowe
r

Industry

Power Generation
Oil And Gas
Related Services
Iron & Steel -
Manufacturing
Other industries
Textiles : Cotton
Chemical &
Chemical products
Petroleum Products
Cement And
Cement Products
Power Generation

NBFC

Type of
Banking
Arrangeme
nt

Consortium
Consortium

Consortium
Consortium
Consortium

Consortium
Consortium

Consortium
Consortium
Sole
Banking

Principal
Outstanding
Net of
Provisions
for Credit
Losses

(X in millions)

As at 31 March 2020
Gross
Principal

Outstanding  Provision
12,958 12,958

9,597 7,641

9,251 9,251

8,800 8,800

7,871 7,797

7,507 1,877

7,472 1,868

7,096 7,096

6,306 5,825

5,906 5,906

82,764 69,019

1,957

74
5,630
5,604

481

13,746

Security
5,274

3,261

8,243
19,329

3,694
1,853

41,654

Currently
servicing
all
Interest
Payments

Strategy with respect to irregular accounts, NPAs and non-NPA stressed assets

Stressed Assets

The stressed assets of the Bank are classified into the following two main categories:

The Non-Performing Assets (NPAs); and

Non-Performing Assets:

The Special Mention Accounts (SMAsS).

NPAs are defined as assets, including leased assets, which become non-performing when they cease to generate
income for a bank. The RBI has stated the following criterion for recognizing an NPA:

There being a default in payment of interest and/or instalment of principal, or amounts due remain
irregular for a period of more than 90 days in respect of a term loans, cash credits, overdrafts, bill
discounting products, securitization transactions or derivative transactions; or

The instalment of principal or interest thereon remains overdue for two crop seasons for short duration

crops and the instalment of principal or interest thereon remains overdue for one crop season for long
duration crops.
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Special Mention Accounts:

In January 2014, the RBI introduced new concept of SMAs. The RBI has stated the following criterion for
recognizing SMAs:

SMA sub-categories Basis for classification

SMA-0 Principal or interest payment not overdue for more than 30 days but account
showing signs of onset of stress

SMA-1 Principal or interest payment overdue for a period of 31 to 60 days

SMA-2 Principal or interest payment overdue for a period of 61 to 90 days

The RBI has also established a Central Repository of Information on Large Credits (CRILC).

The Bank is required to report credit information, including classification of an account as a SMA to the CRILC
for all borrowers having aggregate fund-based and non-fund based exposure of ¥ 50 million and above.

In cases where the aggregate exposure of the Bank is X 1,000 million or above a Joint Lenders Forum (JLF) is
formed to explore a timely corrective action plan (CAP) which may include the following options:

a) Rectification — This involves obtaining a specific commitment from the borrower to regularize the
account so that the account comes out of SMA category or alternately does not slip into the NPA category;

b) Restructuring — This involves considering the possibility of restructuring the account where the borrower
is not a willful defaulter and it is prima facie viable to restructure such account; and

C) Recovery — Where rectification and restricting options, as mentioned above, are not feasible, due recovery
process may be initiated.

The accounts falling under the SMA-2 category are closely monitored and the applicable CAP is determined by
the respective business teams in consultation with the borrower and other lenders.

Furthermore, high value irregular/weak accounts in the CRG portfolio showing signs of persistent long term stress
which have not been classified as NPA are handled by the Structured Solutions Group which forms part of
Structured Finance Group (SFG). Such accounts in the SME portfolio continue to be handled by the SME team.

Apart from the above mentioned classifications, any other assets where there might not be a serious financial
delay in repayment of dues (or defaults) but which otherwise are showing signs of stress and therefore require
special attention and monitoring can also considered as part of stressed assets of the Bank.

All corporate and retail lending accounts having an exposure of X 50 million and above and which become a NPA
are dealt with by the Stressed Assets Group and the Retail Collections team respectively.

Non-NPA Stressed Cases:

The Bank has introduced a credit quality monitoring tool that monitors parameters such as documentation, security
compliance, financial and operating performance, inspection and internal audit findings, financial discipline and
market intelligence. After a loan is disbursed the Bank periodically reviews a borrower’s credit. Any rating
downgrade is reported to the Corporate Office.

The Bank attempts to identify stressed assets at an early stage to prevent and reduce NPA levels. To achieve this,
the Structured Solutions Group, which forms part of the Structured Finance Group, continuously monitors high-
value accounts that show symptoms of weakness, but are not NPAs. The resolution strategy for such accounts is
being arrived at based on SWOT analysis of the individual accounts. The resolution strategy could include timely
exit, restructuring of accounts, change of management, mergers & acquisitions etc.

NPA Resolution for Corporate Lending Accounts:

The resolution of stressed assets in the corporate lending accounts segment is undertaken by the following
departments:

i Stressed Assets Group (SA Group);

ii. Special Solutions Group (SS Group); and
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iii. Other Business Departments.
SA Group:

The SA Group, which forms part of the Bank’s Structured Finance Group, is entrusted with the task of resolution
of NPAs (corporate NPAs with exposure of more than ¥ 50 million) so as to effect best possible recoveries in a
timely manner.

The SA Group is manned by officials having experience in credit/NPA resolution. Each individual resolution Risk
Management (RM) team in the SA Group manages a specific portfolio of NPAs for resolution or recovery. The
resolution RMs are supported by in-house legal support within the SA Group by officials with legal background
and experience. Assistance of the Bank’s legal department is also sought wherever required. Advocate/external
counsels are engaged in all legal cases/ proceedings.

The SA Group implements multi-pronged resolution/recovery strategy including:

(@) initiation of timely legal action and pursuing the same aggressively;
(b) negotiations with borrowers for settlement;
(c) exploring possibilities of assignment of debts to asset reconstruction companies to realize best possible

recovery in present value terms and elimination of the credit risk and uncertainties of recoveries after
prolonged legal proceedings;

(d) active interaction with other lenders in case with multiple lenders/common securities; and
(e) sale of securities.

The NPAs are closely and regularly reviewed by the head of the SA Group as well as the head of the SFG for
status of each account and achievement of targets/milestones/progress.

Asset Quality Metrics
The Bank’s asset quality metrics improved during fiscal 2020, with the level of performing loans reclassified as
NPAs having moderated significantly from the highs witnessed in fiscal 2018, thus leading to a reduction in the

Bank’s NPA ratios.

. Gross additions to the non-performing assets were ¥ 334.19 billion in fiscal 2018, X 138.71 billion in
fiscal 2019 and X 199.15 billion in fiscal 2020.

. Gross non-performing assets as at 31 March 2018, 31 March 2019 and 31 March 2020 were X 342.49
billion, X 297.89 billion and X 302.34 billion, respectively.

. Net non-performing assets as at 31 March 2018, 31 March 2019 and 31 March 2020 were, X 165.92
billion, ¥ 112.76 billion and X 93.60 billion, respectively.

. The net non-performing assets ratio as at 31 March 2018, 31 March 2019 and 31 March 2020 were
3.40%, 2.06% and 1.56%, respectively.

. Upgrades and recoveries totaled X 87.63 billion, ¥ 91.01 billion and X 93.01 billion for fiscals 2018, 2019
and 2020, respectively.

Provisions for NPAs

The following table sets forth movements in the Bank’s provisions against NPAs for the specified periods.

For the year ended 31 March
Particulars 2018 2019 2020
(R in millions)

Specific provisions at the beginning of the year/period:

Non-Retail advances (A) ...o.eiveiieierieiiienieie s 100,927 132,720 148,263
Retail advances (B) ....ocvoviiieiiiiiiiii e 11,521 14,720 14,269
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For the year ended 31 March

Particulars 2018 2019 2020

(X in millions)
INVESTMENTS (C) 1vvvvviiiiiieiiie ittt 9,609 26,119 20,976
Total specific provisions at the beginning of the year/period (D=A+B+C). 122,057 173,559 183,508
Additions during the period (E)........cccoviiiiniiiiiiiicieceecse e 171,451 100,618 124,774
Reductions during the period on account of recovery and write-offs (F) .... (119,949) (90,670) (100,255)
Specific provisions at the end of the year/period (G=D+E-F)..................... 173,559 183,508 208,027

Floating provisions:
Floating provisions at the beginning of the year/period............c.ccocovvruenene. 33 33 33
Additions during the year/period.........c.ccoceeeviciniiiienennnne. - — -
Utilizations during the year/period

Floating provisions at the end of the year/period (H) .........cccceovvireninennne. 33 33 33

Total specific+ floating provisions at the end of the year/period
(GHH) st 173,593 183,541 208,060

(1) Does not include interest capitalization — restructured NPA accounts

The following table sets forth the allocation of the total provisions held by the Bank for the specified periods.

As at 31 March
Particulars 2018 2019 2020
(X in millions)

Non-Retail advances (A) .....ooeieeriiieieiieiiiiesiecie s 132,720 148,263 155,632
Retail advances (B) ...eocviieiieiiiiiiiecece s 14,720 14,269 17,506
INVESTMENTS (C) ittt 26,119 20,976 34,889
Total (D=AFB+C) ....ccooiiiiiiiiiii 173,559 183,508 208,027
Floating provisions (E) .......cccccoviiiiiiiiiiiiieiesiese e 33 33 33
Total specific+ floating provisions (D+E)! ...........cccooiiiiiiiiiiiiiiiiinnas 173,592 183,541 208,060

(1) Does not include interest capitalization — restructured NPA accounts
SS Group:

The SS Group is entrusted with (i) the proactive and timely management of accounts that need special attention,
(i) management and coordination with other lenders and (iii) compliance with relevant regulations. The SS Group
generally caters to resolutions for borrowers of the Bank classified as SMA.

Other Business Departments:

Other respective business departments of the Bank handle functions related to appraisal and monitoring of credit
product for all corporates. Accounts showing some signs of stress but indicating no serious long term concern are
handled by such other business teams.

Credit Cost and Net Credit Cost

The Bank’s credit cost is calculated as the annualized ratio of its provision for NPAs charged to its profit and loss
statement, divided by average of total customer assets at the beginning and at the end of the period. The Bank’s
net credit cost is calculated as the credit cost, as adjusted for recoveries from the written off accounts. These ratios
are measures of the amount charged to the Bank’s profit and loss statement during the period due to standard
credit risks as a percentage of its average customer assets. In the Bank’s experience, the spread between the Bank’s
credit cost and its net credit cost tends to widen in the years immediately following credit cycle peaks.
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The following table sets forth the Bank’s credit cost and net credit cost ratios as at the specified dates:

CIEIt COSE .ooivriiiiiriiiiiiii it e eiree et ser e sbe e sbae e 3.57% 1.91% 2.15%
Net credit cost(!) 3.53% 1.56% 1.89%

(1) The Bank’s recoveries from the written off accounts totaled % 1,829 million in fiscal 2018, % 18,675 million in fiscal 2019 and % 15,530
million in fiscal 2020.
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RELATED PARTY TRANSACTIONS
For details in relation to the related party transactions entered by the Bank during the last three Fiscal Years, as per the

requirements under Accounting Standard 18 issued by the Institute of Chartered Accountants of India, see “Financial
Information” on page 342.
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RISK FACTORS

Investors should carefully consider the following risk factors as well as the other information contained in this
Preliminary Placement Document prior to making an investment in the Equity Shares. In making an investment
decision, each investor must rely on its own examination of the Bank and the terms of the offering of the Equity
Shares. The risks described below are not the only ones that may affect the Equity Shares. Additional risks not
currently known to the Bank or that the Bank currently deems immaterial may also impair the Bank’s business
operations.

The financial and other related implications of the risk factors, wherever quantifiable, have been disclosed in the
risk factors mentioned below. However, there are certain risk factors where the financial impact is not
quantifiable and, therefore, cannot be disclosed in such risk factors. You should consult your tax, financial and
legal advisors about the particular consequences to you of an investment in this Issue. In order to obtain a
complete understanding of the Bank’s business, you should read this section in conjunction with the sections
“Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”, as
well as other financial information contained in this Preliminary Placement Document.

This Preliminary Placement Document also contains forward-looking statements that involve risks and
uncertainties. The Bank’s results could differ materially from such forward-looking statements as a result of
certain factors including the considerations described below and elsewhere in this Preliminary Placement
Document.

Unless otherwise stated, references to “the Bank”, are to Axis Bank Limited on a standalone basis and references

EE T FE T

to “we”, “us”, “our”, are to Axis Bank Limited on a consolidated basis.
Risks Relating to the Bank’s Business

The extent to which the recent coronavirus (COVID-19) pandemic impacts the Bank’s business, cash flows,
results of the operations and financial condition will depend on future developments, which are highly
uncertain and cannot be predicted.

The rapid and diffused spread of the COVID-19 and global health concerns relating to this pandemic have had a
severe negative impact on, among other things, financial markets, liquidity, economic conditions and trade and
could continue to do so or could worsen for an unknown period of time, that could in turn have a material adverse
impact on the Bank’s business, cash flows, results of operations and financial condition, including liquidity, asset
quality and growth. The extent to which the COVID-19 pandemic impacts the Bank’s business, cash flows, results
of operations and financial condition will depend on future developments, including the timeliness and
effectiveness of actions taken or not taken to contain and mitigate the effects of COVID-19 both in India and
internationally by governments, central banks, healthcare providers, health system participants and other
businesses and individuals, which are highly uncertain and cannot be predicted. Further, there is currently
substantial medical uncertainty regarding the COVID-19 pandemic. A rapid increase in severe cases and deaths
where measures taken by governments fail or are lifted prematurely, may cause unprecedented economic
disruption in India and the rest of the world. The scope, duration and frequency of such measures and the adverse
effects of the COVID-19 pandemic remain uncertain and are likely to be severe.

In order to address the impact of the COVID-19 pandemic on the Bank’s business, the Bank made an additional
provision of % 30 billion for COVID-19 pandemic in fiscal 2020, which included an amount of X 18.82 billion for
COVID-19, above the regulatory requirement, based on an internal stress testing exercise and Z11.18 billion
towards loans under moratorium in accordance with the RBI guidelines on COVID-19 regulatory package.
Amongst other changes, this provision impacted the net profit of the Bank which decreased from 246.77 billion
in fiscal 2019 to X16.27 billion in fiscal 2020. Further, the Bank has made an additional provision for COVID-19
0f%7.33 billion in the three months ended 30 June 2020. In view of the evolving COVID-19 situation, there is no
assurance that the provisions created by the Bank will be sufficient and the Bank may be required to make
additional provisions in the future.

In accordance with the RBI guidelines relating to COVID-19 regulatory package, the Bank had initially offered a
moratorium of three months on the payment of all installments falling due between 1 March 2020 and 31 May
2020, in respect of term loans and working capital facilities sanctioned in the form of cash credit/overdraft to
various eligible borrowers. On 23 May 2020, the moratorium period was further extended by the RBI until 31
August 2020. The RBI has also clarified that the accounts which benefit from the moratorium period, will get the
benefit of an ageing standstill and hence would not be classified as NPAs if the accounts have any instalments or
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interest are overdue for more than 90 days during the moratorium period. However, lenders are required to make
general provisions of 10% in respect of accounts which were in default on 29 February 2020 where moratorium
is granted and asset classification benefit is availed. The utilization and/or release of the provision, are subject to
the applicable RBI directions that may be amended from time to time. Subsequently, in the three months ended
30 June 2020, additional borrowers have availed of the moratorium. There is no assurance that the payments due
on such loans will be made or these loans will not be classified as NPAs in the future. As a result of the extension
of the moratorium period, if additional customers avail of this moratorium, it may require the Bank to make higher
provisions and impact its asset quality and overall profitability. The Bank may be required to recognize higher
loan loss provisions in future periods on account of the uncertainty in the external environment due to COVID-
19, which may adversely impact its asset quality and profitability in future periods.

In addition, the COVID-19 pandemic may affect the Bank in a number of ways, including as set out below, and
the Bank expects the potential magnitude and duration of each to be severe:

. the Bank’s corporate, commercial and consumer borrowers, may default on loan and other payments or
other commitments. The Bank’s delinquency ratios may substantially increase and its asset quality may
deteriorate.

. the Bank may face delays associated with collection of payments from its clients, due to such lockdown
or economic slowdown caused by the COVID-19 pandemic, which may adversely affect its cash flows.
This may be coupled with difficulty in accessing sources of financing as a consequence of volatility in
domestic and international markets and/or a global recession;

. the Government of India has declared that there will be no fresh additions under the Insolvency and
Bankruptcy Code, 2016 for any default arising from 25 March 2020 to six months from such date,
extendable up to one year and this may affect the recoveries for the Bank;

. COVID-19 may disproportionately affect borrowers in certain sectors such as travel, airlines, hospitality,
real estate, logistics, transportation and entertainment or borrowers that have high fixed costs or high
leverage, leading to restructuring of their loans and additional stress;

. large scale furloughs, or terminations of employees or reductions in salaries may lead to defaults by the
Bank’s retail borrowers;

. an overall deterioration in the economy may also lead to a reduction in the value of collateral provided
for the Bank’s loans, leading to higher than anticipated losses on default. Further, as the Bank’s unsecured
loan portfolio is not supported by any collateral, in the event of non-payment by borrowers under these
loans, the Bank may be unable to collect the unpaid balance;

. in the event a member or members of the Bank’s management team contracts COVID-19, it may
potentially affect its operations;

. the Bank believes that during periods of uncertainty, people generally tend to avoid higher risk assets
and shift to safer ones such as bank deposits. Further, the Bank believes that depositors also shift to larger
banks that are considered safer, better capitalized and better able to withstand economic shock. This tends
to result in a tightening of liquidity in smaller Indian banks during periods of uncertainty. However,
notwithstanding this, the Bank expects that larger Indian banks (including the Bank) may face liquidity
challenges due to numerous requests to restructure loans across the industries and segments, especially
from SMEs and large corporates. Such restructuring would be expected to result in deferrals of interest
and principal payments, and Indian banks (including the Bank) would require substantial liquidity to
compensate for such deferrals. The RBI has undertaken measures to support liquidity (such as the
reduction of the repo rate, cash reserve ratio and liquidity ratio). There is no guarantee that the Bank and
the Indian banking industry in general, notwithstanding measures taken by the RBI, will be able to
maintain sufficient liquidity given the uncertain scope and duration of the COVID-19 outbreak. Further,
if as a consequence of COVID-19, certain banks or NBFCs are unable to meet their market commitments,
this can impact investor confidence in banks generally and result in a loss to investors in the bank. This
can also result in a loss of confidence among depositors. The banking system presently has significant
excess liquidity which is placed with the RBI through the reverse repo window. Any decision by the RBI
to either reduce the reverse repo rates further or curtail reverse repo amounts can cause a loss of return
to banks;
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the Bank’s branch level and other operations (including third party vendors) may be disrupted by social
distancing, split-team, work from home and quarantine measures. Further, on account of the lockdown
ordered by the Government of India, a number of the Bank’s offices and employees have been working
from home or alternate remote centers utilizing remote working technologies. As these are unforeseen
circumstances, it may give rise to risks that the Bank may not have anticipated. In particular, the Bank
faces heightened cyber-security risks with a large proportion of the Bank’s employees working from
home;

the requirement to work from home has resulted in changes to be made to certain operating procedures,
which are relatively new. Any unforeseen weaknesses in these processes exposes the Bank to operational
risk;

the Bank’s ability to meet its ongoing disclosure obligations may be adversely affected, despite its best
efforts;

if any of the Bank’s employees or customers are suspected to have been infected or identified as a
possible source of COVID-19, the Bank may be required to quarantine such employees as well as any
others that had come into contact with them and may also be required to disinfect the affected branches
or other offices of the Bank, which may result in a temporary suspension of the Bank’s business
operations;

the Bank’s stress testing, changes in loan disbursement, and other measures to address the effects of the
COVID-19 pandemic may fail;

the Bank’s digital banking initiatives may fail to be competitive;
the Bank’s strategic projects may be severely delayed or postponed indefinitely;

there may be reduction in customer demand for the Bank’s products due to lockdown or other travel
restrictions, economic hardship, or illness, which may impact the Bank’s revenue and market share;

the Bank’s ability to engage in new initiatives, strategic transactions on agreed terms and timelines or at
all may be adversely impacted;

the Bank’s ability to ensure the safety of its workforce and continuity of operations while conforming
with measures implemented by the Central Government and the state governments in relation to health
and safety of its employees, may result in increased costs;

the Bank’s ability to meet compliance or legal reporting requirements in a timely manner may be
adversely impacted;

if there is a sudden or rapid increase in COVID-19 related cases, the Bank’s ability to continue operations,
entirely or temporarily, including its ability to keep its branches open, may be adversely affected as there
is high risk of virus infection to the Bank’s employees. This may result in temporary disruption of
operations and increase in customer complaints which may adversely impact the Bank’s business and
reputation; and

the Bank’s ability to ensure business continuity and provide uninterrupted services to its customers may
be adversely impacted if its employees are unable to efficiently discharge their duties from home or
remote locations due to technical or system failures on account of poor infrastructure, internet
connectivity or power failure. Further, the Bank’s employees working from home or remote locations
are more exposed to cyber threats such as hacking, phishing and trojans, resulting in increased incidents
of cyber security and information security breaches, violation of privacy, data protection or consumer
protection related privacy laws.

Further, the Bank generates almost all of its revenue in India. As India is a developing country with limited medical
resources and certain places with dense populations, the effects of the COVID-19 pandemic in India may be of a
greater magnitude, scope and duration than those experienced to date in other countries. The RBI estimates GDP
growth in fiscal 2021 to remain in negative territory (Source: RBI governor Statement dated 22 May, 2020). It is
possible that the COVID-19 pandemic may lead to a prolonged global economic crisis or recession. Further,
certain sectors (such as aviation, tourism, hospitality, transportation and logistics, construction and real estate)
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have in particular been severely affected by COVID-19, which could result in a significant and prolonged loss of
demand and revenue for these industries, causing financial stress.

The Bank believes that the COVID-19 pandemic may present at least the following challenges to India’s banking
industry in fiscal 2021: (1) uncertainties over the duration and the severity of the COVID-19 pandemic; (2) a
downturn in the global economy and impact to India’s economy; (3) weakening purchasing power because of
weak economic growth; (4) worsening asset quality due to weak economic condition; and (5) risk of virus infection
to bank employees, as banking operations (being essential services) continue through the lockdown.

Any of these factors could have a material adverse effect on the Bank’s results of operations and financial
condition, including our revenues, costs structure, liquidity, cash flows, asset quality and growth.

Further, the Bank’s Statutory Auditors have included emphasis of matters in their audit reports on the Bank’s
standalone and consolidated financial statements for fiscal year 2020, noting that in view of the uncertainties due
to the outbreak of the COVID-19 pandemic, the impact on the Bank’s standalone and consolidated financial
statements is significantly dependent on future developments.

The Bank’s business is vulnerable to interest rate risk, and volatility in interest rates could adversely affect the
Bank’s net interest margin, the value of its fixed income portfolio, its income from treasury operations, the
quality of its loan portfolio and its financial performance.

The Bank’s results of operations depend to a great extent on its net interest income. Net interest income (comprised
of interest earned minus interest expended) constituted 62.93%, 62.31% and 61.87% of the Bank’s operating
income (comprised of net interest income plus non-interest income) for fiscals 2018, 2019 and 2020, respectively.
Interest rates are sensitive to many factors beyond the Bank’s control, including the RBI’s monetary policy,
deregulation of the financial sector in India, domestic and international economic and political conditions and
other factors. An increase in interest rates applicable to the Bank’s liabilities, without a corresponding increase in
interest rates applicable to its assets, will result in a decline in net interest income. Furthermore, in the event of
rising interest rates, the Bank’s borrowers may not be willing to pay correspondingly higher interest rates on their
borrowings and may choose to repay their loans with the Bank, particularly if they are able to switch to more
competitively priced loans offered by other banks. Any inability of the Bank to retain customers as a result of
rising interest rates may adversely impact the Bank’s earnings in future periods. Similarly, in the event of falling
interest rates, the Bank may face more challenges in retaining its customers if it is unable to offer competitive
rates as compared with other banks in the market.

In addition, as a result of the RBI-mandated reserve requirements, the Bank is also more structurally exposed to
interest rate risks than banks in many other countries. Under the RBI regulations, the Bank’s liabilities are subject
to the statutory liquidity ratio (“SLR”) requirement such that a minimum specified percentage, currently 18%, of
a bank’s net demand and time liabilities must be invested in Government securities and other approved securities.
These securities generally carry fixed coupons and, in an environment of rising interest rates, the value of
Government securities and other fixed income securities decline. Fixed rate bonds formed substantially all of the
Bank’s SLR portfolio as at 31 March 2020. The volatility in interest rates is reflected in the movement of the
semi-annual yield on the ten-year Government bond, which was 7.40% as at 31 March 2018, 7.35% as at 31 March
2019 and 6.71% as at 31 March 2020. A decline in the valuation of the Bank’s trading book as a result of rising
interest rates may adversely impact the Bank’s future financial performance and the trading price of the Equity
Shares.

The Bank had a gross debenture and bond portfolio of ¥ 316.21 billion as at 31 March 2018, X 407.07 billion as
at 31 March 2019 and % 230.76 billion as at 31 March 2020, of which substantially all of the bonds in the portfolio
are fixed rate bonds. In the event of a rise in interest rates, the portfolio will be exposed to an adverse impact on
the valuation of such bonds. Any rise in interest rates or fall in the market value of the securities in the Bank’s
proprietary portfolio may adversely affect the Bank’s future performance and the trading price of the Equity
Shares.

Since the outbreak of the COVID-19 pandemic in January 2020, emerging markets have seen significant capital
outflows from both debt and equity markets, including India, which has impacted bond yields. At the same time,
the Government and the Central Bank have taken several steps to minimize the economic impact of the pandemic,
including cutting statutory interest rates and providing additional liquidity measures which have helped cool down
interest rates. Since January 2020, the Bank’s asset yields have decreased primarily due to a decline in its one year
MCLR rates from 8.15% on January 18, 2020 to 7.65% as of 18 July 2020. Any systemic decline in low-cost
funding available to banks in the form of current and savings account deposits would adversely impact the Bank’s
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net interest margin. In December 2015, the Reserve Bank of India released guidelines on the computation of
lending rates based on the marginal cost of funds methodology, which is applicable on incremental lending from
April 1, 2016. Further, on 5 December 2018, the RBI published a report recommending referencing floating rate
advances to certain external benchmarks which came into effect on 1 October 2019. To give effect to the aforesaid,
the RBI, by way of its notification dated 4 September 2019, amended the Master Direction on Interest Rate on
Advances, dated 3 March 2016, pursuant to which, it linked all new floating rate personal or retail loans (housing,
auto, etc.) and floating rate loans to micro and small enterprises extended by banks with effect from 1 October
2019, to external benchmarks (“September Circular”). Further, on 26 February 2020, the RBI stipulated that all
new floating rate loans to the medium enterprises extended by banks from 1 April 2020, shall be linked to the
external benchmarks as indicated in the September Circular. This change in the methodology for calculating the
cost of funds may lead to lower lending rates and more frequent revisions in lending rates due to the prescribed
monthly review of cost of funds. This may impact the yield on our interest-earning assets, our net interest income
and our net interest margin.

For fiscals 2018, 2019 and 2020, the Bank recorded income from Treasury operations ((profit/ loss) on sale of
investments (net) and profit on exchange/derivative transactions (net)) of X 27.54 billion, X 22.45 billion and
37.47 billion, respectively. The Bank’s income from treasury operations is subject to substantial volatility due to,
among other things, changes in interest rates and foreign currency exchange rates as well as other market
fluctuations. For example, an increase in interest rates may have a substantial impact on the value of certain of the
Bank’s investments. Any significant or sustained decline in income generated from treasury operations resulting
from market volatility may adversely impact the Bank’s financial performance and the trading price of the Equity
Shares.

The Bank’s level of non-performing assets is elevated, and if the level of its non-performing assets increases
further and the overall quality of its loan portfolio deteriorates, the Bank’s business will suffer.

As a result of widespread economic challenges faced by the Indian economy in general and the corporate sector
in particular, as well as changes to Reserve Bank of India policies and guidelines related to non-performing and
restructured loans and other changes to the law affecting non-performing and restructured loans, the non-
performing loans and provisions of a number of Indian banks, including the Bank, increased significantly in fiscal
2016, fiscal 2017 and fiscal 2018. The Bank’s gross NPAs represented 6.77%, 5.26% and 4.86% of gross customer
assets (including gross advances and credit substitutes, which include debentures and bonds, shares and other
investments such as certificate of deposits, commercial papers and pass-through certificates, among others) as at
31 March 2018, 31 March 2019 and 31 March 2020, respectively. The Bank’s net NPAs, represented 3.40%,
2.06% and 1.56% of net customer assets as at 31 March 2018, 31 March 2019 and 31 March 2020, respectively.

Additional adverse economic, regulatory and legal developments—including increased competition, inconsistent
industrial and business growth in recent years, high levels of debt involved in financing of projects, the large
number of frauds, regulatory and legal changes affecting the Bank’s loan portfolio, loss or disruptions caused by
epidemics or pandemics, such as the COVID-19 pandemic and challenging economic conditions affecting the
Bank’s project finance loan portfolio or other key sectors—could cause further increases in the level of the Bank’s
non-performing assets and have a material adverse impact on the quality of the Bank’s loan portfolio.
Additionally, if the systems and process established by the Bank to identify NPAs fail or are not able to identify
the NPAs correctly and in a timely manner, the Bank’s financial position could be adversely affected. The Bank
has in the past experienced certain deficiencies in its NPA identification and monitoring systems and processes.
Although the Bank believes that it has now taken appropriate measures to address those issues, it cannot assure
you that such systems and processes will always function appropriately or correctly identify NPAs in a timely
manner or at all, or that similar deficiencies will not arise in the future.

Provisions are created by a charge to expense, and represent the Bank’s estimate for loan losses and risks inherent
in the credit portfolio, pursuant to applicable RBI guidelines. As at 31 March 2018, 31 March 2019 and 31 March
2020, the provisioning coverage ratio of the Bank was 65.05%, 76.78% and 82.69%, respectively. The
determination of an appropriate level of loan losses and provisions required inherently involves a degree of
subjectivity and requires that the Bank make estimates of current credit risks and future trends, all of which may
undergo material changes. Therefore, the Bank’s provisions may not be adequate to cover any further increase in
the amount of non-performing loans or any further deterioration in its non-performing loan portfolio.

If the level of the Bank’s non-performing assets increases further, the overall quality of its loan portfolio
deteriorates or it experiences further ageing of the assets after being classified as non-performing, an increase in
provisions could be required. There can be no assurance that the percentage of NPAs that the Bank will be able
to recover will be similar to the Bank’s past experience of recoveries of NPAs. As a result, the Bank’s provisioning
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costs could increase, its net interest income and net interest margin could be negatively impacted due to non-
accrual of income on non-performing loans, the Bank’s credit ratings and liquidity may be adversely impacted,
the Bank may become subject to enhanced regulatory oversight and scrutiny, and the Bank’s reputation, its
business, its future financial performance and the price of the Equity Shares could be adversely impacted.

If regulatory and legal changes continue to impose increasingly stringent requirements regarding non-
performing loans and provisioning for such loans, the Bank’s business will suffer.

Banks in India are required to make provisions for all their loans in accordance with guidelines issued by the RBI,
which prescribes the accounting for loss provisioning, unlike in the United States and European Union where a
separate body sets accounting standards, including for provisioning. Under the RBI guidelines, Indian banks are
required to make provisions on standard, sub-standard and doubtful assets at rates prescribed by the RBI.

The RBI assesses compliance by banks with extant prudential norms on income recognition, asset classification
and provisioning as part of its supervisory processes. As a part of such review, the RBI may identify divergences
in the Bank’s asset classification and provisioning as reported in its financial statements. The RBI further requires
such divergences to be reported in the financial statements if the divergences exceed a specified threshold as per
the RBI norms. The Bank is required to address the divergences and carry out the adjustments in the asset
classification and provisioning, if any, arising out of the divergences, in the financial statements of the subsequent
financial year. For example, as part of the RBI’s supervisory process for fiscal 2016 and 2017, the RBI pointed
out certain instances of divergences in respect of the Bank’s asset classification for gross NPAs amounting to
94.78 billion and X 56.33 billion, respectively. Any such divergences identified by the RBI in its future review
process may lead to an increase in the level of NPAs and an increase in provisions of the Bank in the subsequent
financial year, which may adversely impact the Bank’s financial performance and the trading price of the Equity
Shares.

The RBI has substantially expanded its guidance relating to the identification and classification of non-performing
assets over the last five years, which has resulted in an increase in the Bank’s loans classified as non-performing
and an increase in provisions. For example, in 7 June 2019, the RBI established a new regulatory framework for
resolution of stressed assets which introduced more stringent provisioning requirements by providing for early
recognition and reporting of default in respect of large borrowers by banks, financial institutions and NBFCs and
a stringent review and monitoring of stressed assets. If regulators, including the RBI, continue to impose
increasingly stringent requirements regarding non-performing loans and provisioning for such loans, the level of
non-performing loans could increase, and the overall quality of the Bank’s loan portfolio could deteriorate. In
addition, the RBI’s annual supervisory process may assess higher provisions than the Bank has made. Any
deterioration or increase in the Bank’s NPA portfolio could increase the Bank’s provisioning costs, which would
adversely affect the Bank’s financial performance and the trading price of the Equity Shares. For more
information, see “Key Regulations and Policies in India—Laws, rules and regulations governing the Bank—
Prudential framework on resolution of stressed assets.” on page 214.

The Bank has a high concentration of loans to certain borrowers, borrower groups and industry sectors and if
a substantial portion of these loans become non-performing, the overall quality of the Bank’s loan portfolio,
the Bank’s business and the price of the Equity Shares could be adversely affected.

The Bank calculates the level of its exposure to any particular industry or customer in accordance with the
guidelines established by the RBI. The Bank’s loan portfolio and non-performing asset portfolio have a high
concentration in certain industries, the most significant of which are the metal and metal products industry, power
generation and distribution industry, real estate industry and telecommunication services representing 4.25%,
3.87%, 2.97% and 2.87%, respectively, of the Bank’s gross fund-based loans outstanding and credit substitutes as
at 31 March 2020.

The Bank therefore risks overexposure to particular industry sectors. There are uncertainties in respect of certain
sectors of the Indian economy due to global and domestic economic conditions and high corporate leverage, and
any significant deterioration in the performance of a particular sector, driven by events not within the Bank’s
control, such as worsened economic conditions, regulatory action or policy announcements by Government or
State Government authorities, could adversely impact the ability of borrowers in that industry to service their debt
obligations to the Bank. As a result, the Bank could experience increased delinquency risk which may adversely
impact the Bank’s financial performance and the trading price of the Equity Shares.

The Bank is also exposed to large loan concentrations with a few borrowers. As at 31 March 2020, aggregate
credit exposure (including derivative exposure) to the Bank’s 20 largest borrowers (fund and non-fund based)
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amounted to X 748.49 billion, representing 69.95% of the Bank’s total capital (comprising Tier I capital and Tier
II capital) as at 31 March 2020. The Bank’s single largest borrower (fund and non-fund based) as at 31 March
2020 had a loan balance of X 72.23 billion, representing 6.75% of the Bank’s total capital (comprising Tier |
capital and Tier Il capital). Any default by these borrowers or deterioration in the credit quality of these assets
could have a significant adverse effect on the Bank’s future financial performance and the trading price of the
Equity Shares.

Finally, the Bank is exposed to certain risks from significant geographical concentrations in its loan portfolio. For
example, a substantial percentage of the Bank’s real estate portfolio was concentrated in one particular
metropolitan area, which exposes the Bank to risk associated with an economic downturn in that particular region.

As part of the Bank’s strategic shift toward greater portfolio diversification and decreased concentration in specific
borrowers, geographies and industries, the Bank has been focused on, among other things, growing its CASA
deposit base in addition to retail term deposits, mid-corporate and commercial banking portfolio, cross-selling its
products and services under the “One Axis” vision and leveraging its digital platform to achieve higher customer
engagement. However, there can be no assurance that the Bank will be able to successfully implement its strategy
and control or reduce these levels of concentration.

The Bank may not be successful in implementing its growth strategies or penetrating new markets.

One of the Bank’s principal business strategies under its Execution Strategy 2022 (GPS’22) was focused on
achieving “Growth” by broadening the Bank’s low-cost deposit base; increasing the Bank’s retail asset portfolio;
accelerating growth in the wholesale/corporate banking segment; establishing leadership in digital payments; and
significantly scaling up the Bank’s subsidiaries. The same was reviewed and updated in the fiscal 2020 and we
continue to be guided by the pillars of the aforesaid strategy. In view of the on-going COVID crisis, we have
crafted several strategic initiatives across business and support functions to help the Bank navigate the crisis and
be better positioned for growth. The strategy has been reviewed and updated in the fiscal year 2021 and has now
been rolled forward to Execution Strategy 2022 (GPS’23). These strategies may ultimately fail to contribute to
the Bank’s growth or profitability, and may ultimately be unsuccessful. Even if such strategies are partially
successful, the Bank cannot assure you that it will be able to manage its growth effectively or fully deliver on its
growth objectives.

Challenges that may result from the Bank’s growth strategies include the Bank’s ability to, among other things:
e manage efficiently the operations and employees of its expanding businesses;
e maintain or grow its existing customer base;
e assess the value, strengths and weaknesses of future investments;
o finance strategic investments;
o align the current information technology systems adequately with those of a larger group;
o apply risk management policy effectively to a larger group;
e hire and train additional skilled personnel; and

e manage a growing number of branch offices without over-committing management or losing
key personnel,

each of which would have a potential adverse impact on the Bank’s profitability.

The Bank may not be able to effectively manage this growth or achieve the desired profitability in the expected
timeframe or at all or the expected improvement in indicators of financial performance from the expansion. For
example, the Bank intends to continue to add new branches over the next few years, which will increase the size
of the Bank’s business and the scope and complexity of its operations and will involve significant start-up costs.
In addition, there can be no assurance that the Bank will be able to achieve the desired growth in its deposit base,
and the Bank’s new branches may not perform as well as its existing branches. The Bank may also fail to develop
or retain the technical expertise required to develop and grow its digital payments capabilities. To the extent that
the Bank fails to meet required targets, develop and launch new products or services successfully, it may lose any
or all of the investments that it has made in promoting them, and the Bank’s reputation with its customers could
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be harmed. Moreover, if the Bank’s competitors are better able to anticipate the needs of individuals in its target
market, the Bank could lose market share and its business could be adversely affected.

Finally, the Bank’s growth strategy in the future may evolve or change to include strategic acquisitions and
restructurings, partnerships, joint ventures and strategic business arrangements with other parties. For example,
on 14 March 2020, the Bank acquired 600 million equity shares of YES Bank Limited pursuant to the scheme of
Reconstruction of YES Bank Limited under the Banking Regulation Act, 1949. Further, the Bank has also entered
into an agreement with Max Financial Services Limited (“MFSL”) to acquire approximately 29% of the equity
share capital of Max Life Insurance Company Limited, subsidiary of MFSL, subject to, among other things,
satisfaction of conditions precedents, including, receipt of regulatory approvals from the RBI, IRDAI and the
Competition Commission of India. There is no assurance that the Bank will receive the required approvals in a
timely manner, or subject to any conditions, or at all. Such arrangements may not necessarily contribute to
business growth or profitability and may ultimately be unsuccessful. The Bank could also experience difficulties
in assimilating personnel and integrating operations and cultures, and may not realize the anticipated synergies or
efficiencies from such transactions. Further, the Bank cannot assure you that it will be able to undertake such
strategic investments, acquisitions (including by way of a merger, or share or asset acquisition) or joint ventures
in the future, either on terms acceptable to us or at all. These difficulties could disrupt the Bank’s ongoing business,
distract its management and employees, and increase its expenses.

Further, the Bank’s strategy to penetrate new markets, including with respect to geographical expansion, may
change. For example, as part of the Bank’s strategic shift towards decreased concentration in specific borrowers,
geographies and industries, the Bank is currently in the process of winding up Axis Bank UK Limited, its
subsidiary in London, and its overseas branch operations in Colombo, Hong Kong and Shanghai. However, there
can be no assurance that the Bank will be able to successfully implement its strategy and control or reduce these
levels of concentration.

The Bank’s inability to effectively manage any of these issues may adversely affect its business growth and, as a
result, impact the Bank’s businesses, prospects, financial condition and results of operations, as well as the market
price of the Equity Shares.

The Bank may not be able to effectively manage the growth of its retail asset portfolio and maintain the quality
of its retail loan portfolio.

The Bank’s net retail asset portfolio has experienced significant growth in recent years. Total net retail advances
increased from X 2,064.65 billion as at 31 March 2018 to X 2,458.12 billion as at 31 March 2019 and X 3,054
billion as at 31 March 2020. In addition, the Bank’s current growth strategy contemplates further growth in its
retail asset portfolio. The Bank’s failure to effectively manage the recent or future growth of its retail portfolio
and maintain the quality of its retail loan portfolio could adversely affect the Bank’s financial condition and results
of operation.

Competition in the retail segment is intense and the Bank’s ability to effectively compete in this segment will
depend, in part, on its ability to offer a diverse product mix and expand its distribution capabilities. Although India
has a credit bureau industry and the Bank reviews credit history reports whenever they are available from credit
bureaus, adequate information regarding loan servicing histories, particularly in respect of individuals and small
businesses, is limited. As a result, the Bank’s credit risk exposure is higher compared with banks operating in
more developed markets. Additionally, the economy in India is largely cash based, making it difficult for the Bank
to monitor the credit of its retail customers, who frequently do not maintain formal financial records. Furthermore,
retail loans may carry a higher risk for delinquency if there is an increase in unemployment, prolonged
recessionary conditions or a sharp rise in interest rates. As a result, the Bank is exposed to higher credit risk in the
retail segments as compared to banks in more developed markets. If the Bank’s screening process proves to be
inadequate, it may experience an increase in impaired loans and it may be required to increase its provision for
defaulted loans. If the Bank is unable to maintain the quality of its retail loan portfolio as the Bank grows its retail
business, its NPAs may increase, which could materially and adversely affect the Bank’s financial performance
and the trading price of the Equity Shares.

The Bank’s failure to manage growth effectively may adversely impact the Bank’s business.

In the past, the Bank has witnessed rapid growth in both its infrastructure and its business. The number of Bank
branches and extension counters (excluding foreign branches) grew from 3,703 as at 31 March 2018 to 4,050 as
at 31 March 2019. As at 31 March 2020 and 30 June 2020, the Bank had 4,528 branches and extension counters
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(excluding foreign branches). The Bank’s total assets have grown from % 6,913.30 billion as at 31 March 2018 to
X 8,009.97 billion as at 31 March 2019 and % 9,151.65 billion as at 31 March 2020.

Such growth puts pressure on the Bank’s ability to effectively manage and control existing and newly emerging
risks. The Bank’s ability to sustain its growth depends primarily upon its ability to manage key issues such as
selecting and retaining skilled manpower, maintaining an effective technology platform that can be continually
upgraded, developing a knowledge base to implement the Bank’s strategies, and ensuring a high standard of
customer service. The inability of the Bank to effectively manage any of these issues may adversely affect the
Bank’s business growth and as a result, impact future financial performance and the trading price of the Equity
Shares.

In addition, given the increasing share of retail products and services and transaction banking services in the
Bank’s overall business, the importance of systems technology to the Bank’s business has increased significantly.
Any failure in the Bank’s systems, particularly for retail products and services and transaction banking, could
significantly affect the Bank’s operations and the quality of its customer service and could result in business and
financial losses and adversely affect the trading price of the Equity Shares.

The Bank is subject to reserve capital, capital adequacy and liquidity requirements as stipulated by the RBI for
domestic banks. The Bank’s inability to maintain adequate capital due to changes in regulations, a lack of
access to capital markets, or otherwise may impact its ability to grow and support its business.

The RBI has issued guidelines based on the Basel 111 reforms on capital regulation to the extent applicable to
banks operating in India. These guidelines require, among other things, higher levels of Tier | capital and common
equity, capital conservation buffers, maintenance of a minimum prescribed leverage ratio on a quarterly basis,
higher deductions from common equity and Tier | capital for investments in subsidiaries and changes in the
structure of non-equity instruments eligible for inclusion in Tier I and Tier Il capital. With effect from 1 January
2015, Indian banks must comply with the liquidity coverage ratios prescribed by the RBI Basel 11l Capital
Regulations, which follow principles recommended by the Basel Committee. The RBI Basel Il Capital
Regulations also set out requirements relating to regulatory capital and the capital adequacy framework, including
disclosure requirements of components of capital and risk coverage. The RBI Basel 11l Capital Regulations were
expected to be fully implemented by 31 March 2019. However, the RBI had deferred the implementation of the
last tranche of 0.625% of capital conservation buffer to 31 March 2020, which is further deferred until 30
September 2020.

The minimum capital conservation ratios prescribed under the Master Circular - Basel 11l Capital Regulations
dated 1 July 2015, as applicable to Indian banks from 31 March 2018, will also apply for a further period of six
months from 31 March 2020 until the capital conservation buffer attains the level of 2.5% on 30 September 2020.
Domestic systemically important banks are required to maintain additional CET-I capital requirement ranging
from 0.2% to 0.8% of risk weighted assets. Banks will also be required to have an additional capital requirement
towards countercyclical capital buffer varying between 0% and 2.5% of the risk weighted assets as and when
announced by the RBI. Additionally, the Basel 11 liquidity coverage ratio requirements, which have been fully
implemented as of 1 January 2019, require a minimum 100% ratio of the Bank’s high quality liquid assets to its
anticipated cash outflows measured over a 30-day stressed period. The RBI, by its circular dated 17 April 2020,
on the ‘Basel III Framework on Liquidity Standards — Liquidity Coverage Ratio (LCR)’, has stated that while
banks are required to maintain LCR of 100% with effect from 1 January 2019, in order to accommodate the burden
on the banks’ cash flows on account of the COVID-19 pandemic, banks are permitted to maintain LCR as follows:
(i) 80% from the date of circular (being, 17 April 2020) to 30 September 2020, (ii) 90% from 1 October 2020 to
31 March 2021 and (iii) 100% with effect from 1 April 2021.

Indian banks are also subject to certain cash reserve ratio requirements as prescribed under RBI regulations,
which is calculated as a specified percentage of such bank’s net demand and time liabilities, excluding interbank
deposits. The cash reserve ratio applicable to banks in India is 4% and banks do not earn any interest on those
reserves. However, on 27 March 2020, the RBI reduced the CRR by 100 basis points from 4% to 3% with effect
from 28 March 2020 for a period of one year, ending on 26 March 2021. All banks operating in India are also
required to maintain a statutory liquidity ratio, which is a specified percentage of a bank’s net demand and time
liabilities by way of liquid assets such as cash, gold or approved unencumbered securities. Approved
unencumbered securities consist of unencumbered Government securities and other securities as may be
approved from time to time by the RBI that would earn lower levels of interest as compared to advances to
customers or investments made in other securities. In its Statement on Developmental and Regulatory Policies
dated 5 December 2018, as a part of a transition to the more stringent liquidity coverage ratio requirements, the
RBI has proposed that the statutory liquidity ratio be reduced by 25 basis points every calendar quarter (from the
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quarter commencing January 2019) until the statutory liquidity ratio reaches 18% of the net demand and time
liabilities. For more information on regulations governing the Bank’s capital adequacy and liquidity
requirements, see “Key Regulations and Policies in India” on page 209.

The Bank’s capital to risk-weighted assets ratio under the Basel 111 Guidelines was 17.53% as at 31 March 2020.
As at 31 March 2020 and 30 June 2020, the Bank also was in full compliance with its other capital adequacy
requirements under the Basel 111 Guidelines. As at the date of this Preliminary Placement Document, the Bank
has not been classified by the RBI as a domestic systemically important bank. For more information on the Bank’s
capital adequacy ratios, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—L iquidity and Capital Resources—Capital Adequacy Requirements” on page 137.

The Bank’s ability to grow its business and execute its strategy is dependent on its level of capitalization. Any
decrease in the Bank’s regulatory capital ratios, increase in RBI-mandated reserve requirements or capital
requirements applicable to the Bank on account of regulatory changes or otherwise, or inability to access capital
markets may compel the Bank to commit its existing capital away from profitable business opportunities, or to
raise additional capital, in order to meet these new capital adequacy requirements. For example, the requirement
that the Bank maintain a portion of its assets in fixed income government securities could have a negative impact
on its treasury income as the Bank typically earns interest on this portion of its assets at rates that are generally
less favorable than those typically received on its other interest-earning assets. The Bank may also be compelled
to dispose of certain of its assets and/or take other measures in order to obtain the necessary capital to meet more
stringent capital requirements. This would limit the Bank’s ability to grow its business or adversely impact its
profitability and its future performance and strategy.

In the past, the Bank has experienced a shortfall in its cash reserves due to a higher-than-expected outflow of
funds, which resulted in an instance of non-compliance with the minimum cash reserve ratio requirements
prescribed by the RBI. As a result, the RBI levied a penalty on the Bank amounting to % 1.6 million on 11 June
2018. If the Bank is unable to meet the RBI’s capital reserves requirements or regulatory capital ratios in the
future, the RBI may impose additional penalties or prohibit fresh deposits, which may materially and adversely
affect the Bank’s business, financial condition, results of operations and prospects.

The liquidity coverage ratios prescribed by the RBI Basel I11 Capital Regulations may result in Indian banks,
including the Bank, holding higher amounts of liquidity, thereby impacting their profitability. In addition, any
sudden increase in the demand for liquidity by banks to meet these regulatory liquidity requirements could have
an adverse impact on the financial markets, and result in a sharp increase in short-term borrowing costs and a
sudden increase in the cost of funding for banks, including the Bank.

In the past, the Bank has raised resources from the capital markets in order to meet its capital requirements.
However, the Bank believes that the demand for Basel Il compliant debt instruments such as Tier Il capital
eligible securities may be limited in India, and there can be no assurance that the Bank will be able to raise
adequate additional capital in the future at all or on terms favorable to it. Moreover, if the Basel Committee
releases additional or more stringent guidance on capital adequacy norms which are given the effect of law in
India in the future, the Bank may be forced to raise or maintain additional capital in a manner which could
materially adversely affect its business, financial condition and results of operations.

The Bank’s securities and derivative financial instruments are subject to market price and liquidity variations
due to changes in economic conditions and may produce material losses.

Derivative financial instruments and securities represent a significant amount of the Bank’s total assets. Any
realized or unrealized future gains or losses from these investments or hedging strategies could have a significant
impact on the Bank’s income. These gains and losses, which the Bank accounts for when it sells or marks to
market its investments in financial instruments, can vary considerably from one period to another. The Bank
cannot forecast the amount of gains or losses in any future period, and the variations experienced from one period
to another do not necessarily provide a meaningful forward-looking reference point, particularly in India given
the current climate of market volatility. Gains or losses in the Bank’s investment portfolio may create volatility in
profitability, and the Bank may not earn a return on its consolidated investment portfolio in the future. Any losses
on the Bank’s securities and derivative financial instruments could adversely affect the Bank. Any decrease in the
value of these securities and derivatives portfolios may result in a decrease in the Bank’s capital ratios, which
could impair its ability to engage in certain activities, such as lending or other financings, at the levels the Bank
currently anticipates, and may also adversely affect the Bank’s ability to pursue its growth strategies.

The Bank’s unsecured loan portfolio is not supported by any collateral that could help ensure repayment of
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the loan, and in the event of non-payment by a borrower of one of these loans, the Bank may be unable to
collect the unpaid balance.

The Bank offers unsecured personal loans and credit cards as part of its Retail Banking segment, and unsecured
loans to its SME and corporate clients. As at 31 March 2018, 2019 and 2020, 29.63%, 28.55% and 27.76%,
respectively, of the Bank’s loans were unsecured (including advances covered by bank or Government
guarantees).

Unsecured loans are a greater credit risk for the Bank than its secured loan portfolio because they may not be
supported by realizable collateral that could help ensure an adequate source of repayment for the loan. Although
the Bank may obtain direct debit instructions or postdated checks from its customers for its unsecured loan
products, the Bank may be unable to collect the unpaid loan balance in part or at all in the event of non-payment
by a borrower. Further, any expansion in the Bank’s unsecured loan portfolio could require the Bank to increase
the Bank’s provision for credit losses, which would decrease the Bank’s profitability.

The Bank’s inability to foreclose on collateral in an event of a default or a decrease in the value of the collateral
may result in failure to recover the expected value of the collateral.

As at 31 March 2018, 2019 and 2020, 70.37%, 71.45% and 72.24%, respectively, of the Bank’s loans were
partially or fully secured by tangible assets. The Bank’s loans to corporate customers for working capital credit
facilities are typically secured by charges on inventories, receivables and other current assets. In certain cases, the
Bank obtains security by way of a first or second charge on fixed assets, a pledge of marketable securities, bank
guarantees, Government guarantees, corporate guarantees and personal guarantees. In addition, project loans or
long-term loans to corporate customers are secured by a charge on fixed assets and other collateral. Loans to retail
customers are either unsecured or secured by the assets financed, which largely comprise property and vehicles.

The Bank may not be able to realize the full value of the collateral due to, among other things, volatility in
commodity prices, stock market volatility, changes in economic policies of the Government, obstacles and delays
in legal proceedings, borrowers and guarantors not being traceable, the Bank’s records of borrowers’ and
guarantors’ addresses being ambiguous or outdated and defects in the perfection of collateral and fraudulent
transfers by borrowers. For example, the global economic slowdown and other domestic factors led to a downturn
in real estate prices in India. Therefore, upon foreclosure, the value of the collateral that is actually realized may
be less than that expected by the Bank. If the Bank is unable to foreclose on its collateral or realize adequate value
from the collateral, its losses will increase and its net profits will decline.

In India, foreclosure on collateral may be subject to delays that can last for several years and might lead to
deterioration in the physical condition or market value of the collateral. Although special tribunals have been set
up for expeditious recovery of debts due to banks, any proceedings brought may be subject to delays and
administrative requirements that may result in, or be accompanied by, a decrease in the value of the collateral.
Should a corporate borrower make a reference to the specialized judicial authority, the National Company Law
Tribunal, foreclosure and enforceability of collateral may be stayed. When dealing with financially distressed
debtors, the recovery of collateral may also be subject to insolvency proceedings in India. The Insolvency and
Bankruptcy Code was introduced on 1 December 2016, providing for a time-bound mechanism to resolve stressed
asset. Given the limited experience of this framework, there can be no assurance that the Bank will be able to
successfully or efficiently utilize this new framework to recover the amounts due to it in full or in a timely manner
or at all. In light of COVID-19, the Government of India has declared that there will be no fresh additions under
the Insolvency and Bankruptcy Code, 2016 for any default arising from 25 March 2020 to six months from such
date, extendable up to one year and this may affect the recoveries for the Bank.

In terms of the Banking Regulation Act, a banking company is not permitted to hold any immovable property
(except as is required for its own use), for any period exceeding seven years, or as may be extended by the RBI
for a period not exceeding five years, on a case to case basis. Such restriction may force the Bank to dispose of
the collateral upon foreclosure without realizing the full value of such collateral. Our ability to realize the value
of our collateral may also be negatively affected due to the impact of COVID-19.

Once the Bank has obtained a court judgment, execution of the judgment in order to obtain the collateral for sale
may involve additional obstacles. In the event that a specialized regulatory agency gains jurisdiction over the
borrower, creditor actions can be further delayed. In addition, certain types of collateral, such as automobiles, may
be expensive to repossess and difficult and cumbersome to store and manage. In addition, there may be significant
deterioration in the value of collateral from the time of identification of NPA and sale of such collateral. Finally,
the Bank may not have accurately estimated the value of the collateral. The inability to foreclose on such loan
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dues or otherwise liquidate the Bank’s collateral may therefore result in a failure to recover the expected value of
such collateral. The Bank may have also over-estimated the expected value of the collateral. These factors may,
in turn, give rise to increased losses and a decline in profitability.

Liquidity and funding risks are inherent in the Bank’s business and could have a material adverse effect on
the Bank.

Liquidity risk is the risk that the Bank either does not have available sufficient financial resources to meet its
obligations as they fall due or can secure them only at excessive cost. This risk is inherent in any retail and
commercial banking business and can be heightened by a number of enterprise-specific factors, including over-
reliance on a particular source of funding, changes in credit ratings or market-wide phenomena such as market
dislocation. While the Bank implements liquidity management processes to seek to mitigate and control these
risks, unforeseen systemic market factors make it difficult to completely eliminate these risks.

The Bank relies, and will continue to rely, primarily on short-term deposits as its main source of funding. As at
31 March 2018, 2019 and 2020, 45.29%, 55.05% and 40.93%, respectively, of the Bank’s total deposits had
maturities of one year or less, or were payable on demand. However, as at 31 March 2018, 2019 and 2020, 20.73%,
20.95% and 23.88%, respectively, of the Bank’s advances had maturities of one year or less (based on the RBI’s
asset-liability management guidelines), resulting in maturity mismatches between the Bank’s assets and liabilities.
Moreover, the Bank could experience certain liquidity shortfalls and constraints under a stress testing scenario,
and has at times exhibited a relatively high credit-to-deposits ratio which could indicate dependence on borrowings
for the Bank’s lending activities. Therefore, if depositors do not renew their deposits or the Bank is unable to raise
new deposits, the Bank may face a liquidity problem and may be required to pay higher rates of interest to attract
deposits, which could adversely affect the Bank’s business and operations. The Bank has increased its focus on
growing its CASA deposit base in addition to retail term deposits, with the objective of mitigating certain of these
risks, but no assurances can be provided that this strategy will be successful or that it will be effective in mitigating
such risks.

The ongoing availability of deposits is sensitive to a variety of factors beyond the Bank’s control, such as general
economic conditions and the confidence of commercial depositors in the economy and in the financial services
industry, retail customers’ changing perceptions toward savings, competition between banks, and the availability
and extent of deposit guarantees. For example, the Bank experienced a slowdown in its deposit growth in the years
following the financial crisis in 2008 due to a combination of factors, including a slowdown of capital flows and
high inflation which adversely impacted domestic savings. In addition, the availability of deposits may also be
affected by the availability of investment alternatives. For example, in a favorable economic environment, retail
customers may reduce their deposits and increase their investment in securities for a higher return, while micro,
small- and medium-enterprise and mid-corporate customers may reduce their deposits in order to invest in
business ventures. Any of these factors could significantly increase the amount of commercial deposit withdrawals
in a short period of time, thereby reducing the Bank’s ability to access commercial deposit funding on
economically appropriate and reasonable terms, or at all, in the future.

In such event, the Bank may need to seek more expensive sources of funding, and it is uncertain whether the Bank
will be able to obtain additional funding on commercially reasonable terms as and when required, or at all. The
Bank’s ability to raise additional funds may be impaired by factors over which it has little or no control, such as
deteriorating market conditions or severe disruptions in the financial markets. The Bank cannot assure you that in
the event of a sudden or unexpected shortage of funds in the banking system, it will be able to maintain levels of
funding without incurring high funding costs, a reduction in the term of funding instruments or the liquidation of
certain assets. Therefore, if the Bank fails to maintain its desired level of deposits, the Bank’s liquidity position,
financial condition and results of operations could be materially and adversely affected.

Regulations in India requiring the Bank to extend a minimum level of loans to certain sectors, including the
agricultural sector, may subject the Bank to higher delinquency rates and impact the Bank’s profitability.

Under the directed lending norms of the RBI, banks in India are required to lend 40.0% of their adjusted net bank
credit to certain eligible sectors, categorized as priority sectors. Of this, banks have sub-targets for lending to key
segments or sectors, such as agriculture, small-scale industries and individual housing finance. A proportion of
8.0% of adjusted net bank credit is required to be lent to small and marginal farmers and 7.5% to micro-enterprises.
The balance of the priority sector lending requirement can be met by lending to a range of sectors, including small
businesses, medium enterprises, renewable energy, social infrastructure and residential mortgages satisfying
certain criteria. The RBI has directed banks to maintain direct lending to non-corporate farmers at the banking
system’s average level for the last three years and has notified a target of 12.11% of adjusted net bank credit for
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this purpose for fiscal 2020. Loans to identified “weaker sections” of society must comprise 10.0% of adjusted
net bank credit. As at 31 March 2018, 2019 and 2020, the Bank’s lending to priority sectors (on a quarterly average
basis for that year/period) accounted for 39.01%, 40.58% and 41.77%, respectively, of adjusted net bank credit,
with 12.73%, 11.72% and 14.47%, respectively, of net credit going to the agricultural sector. In addition,
according to the RBI guidelines, failure to achieve priority sector lending target and sub-targets will be taken into
account by the RBI when granting regulatory clearances/approvals for various purposes.

As a result of these directed lending requirements, the Bank may experience a higher level of non-performing
assets in its directed lending portfolio, particularly due to loans to the agricultural sector and small enterprises,
where the Bank is less able to control the portfolio quality and where economic difficulties are likely to affect the
Bank’s borrowers more severely. There is inadequate historical data of delinquent loans to farmers, which
increases the risk of such exposures. Additionally, economic difficulties, such as poor harvests in the agricultural
sector due to drought, are likely to affect borrowers in priority sectors more severely. In fiscal 2018 and fiscal
2019, some states in India announced schemes for the waiver of loans taken by farmers. While the cost of such
schemes is borne by the state governments, such schemes or borrower expectations of such schemes have resulted
in higher delinquencies in the kisan credit card portfolio for banks, including the Bank.

As the Bank increases its direct lending to certain sectors, the Bank increases its exposure to the risks inherent in
such sectors, which could materially and adversely impact the Bank’s business, financial performance and the
trading price of the Equity Shares. The Bank’s gross non-performing advances in the priority sector loan portfolio
were 3.07%, 2.92% and 2.89% as at 31 March 2018, 2019 and 2020. Any future changes by the RBI to the directed
lending norms may require the Bank to increase its lending to relatively riskier segments, increasing its exposure
to the risks inherent in such sectors, which may result in an increase in NPAs in the directed lending portfolio.
See “Key Regulations and Policies in India—Laws, rules and regulations governing the Bank—Directed
lending” on page 217.

Any shortfall in meeting the priority sector lending requirements may be required to be invested at any time, at
the RBI request, in Government schemes that yield low returns, determined depending on the prevailing bank rate
and on the level of shortfall, thereby impacting the Bank’s profitability. The aggregate amount of funding required
by such schemes is drawn from banks that have shortfalls in achievement of their priority sector lending targets,
with the amounts drawn from each bank determined by the RBI. The Bank has, on previous occasions, failed to
meet its priority sector lending targets and sub-targets, and there can be no assurance that the Bank will be able to
meet such priority sector lending targets in the future. Any failure by the Bank to meet its priority sector lending
targets may require it to invest in Government schemes that yield low returns, thereby impacting the Bank’s
profitability.

The Bank is exposed to fluctuations in foreign exchange rates.

As a financial intermediary, the Bank is exposed to exchange rate risk. In fiscal 2018, the Rupee depreciated 0.5%
t0 3 65.18 per U.S.$1.00 as at 31 March 2018; in fiscal 2019, the Rupee depreciated 6.1% to X 69.16 per U.S.$1.00
as at 31 March 2019, and in fiscal 2020, the Rupee depreciated 9.4% to close the year at X 75.67 per U.S.$1.00 as
at 31 March 2020.

The Bank complies with regulatory limits on its unhedged foreign currency exposure. As at 31 March 2018, 2019
and 2020, contingent liabilities (calculated pursuant to the Banking Regulation Act 1949 and Accounting Standard
29) on account of outstanding forward exchange contracts were I 3,148.02 billion, X 3,296.54 billion and X
4,559.79 billion, respectively. However, the Bank is exposed to fluctuations in foreign currency rates for its
unhedged exposure.

Adverse movements in foreign exchange rates may also impact the Bank’s borrowers negatively, which may in
turn impact the quality of the Bank’s exposure to these borrowers. Volatility in foreign exchange rates could
adversely affect the Bank’s future financial performance and the trading price of the Equity Shares.

The Bank operates in a very competitive environment and the Bank’s ability to grow depends on its ability to
compete effectively.

The Indian banking industry is very competitive. The Bank competes directly with public sector banks, private
sector banks and foreign banks with branches in India. As at April 2020, there were 78 scheduled commercial
banks in India, including 12 nationalized banks, following the amalgamation of certain public sector banks in
March 2020, 22 private sector banks (including the Bank) and 44 foreign banks with branches in India.
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The public sector banks, which generally have much larger customer and deposit bases, larger branch networks
and Government support for capital augmentation pose strong competition to the Bank, and consolidation trends
by the public sector banks may further increase these competitive pressures. For example, in one of the largest
consolidations in the Indian banking industry, the State Bank of India merged with its five associate banks and
the Bharatiya Mahila Bank, which became effective from 1 April 2017. Moreover, the Government announced
the merger of three other public sector banks in fiscal 2019, Bank of Baroda, Vijaya Bank and Dena Bank, which
merger became effective from 1 April 2019. In fiscal 2019, a public sector bank, IDBI Bank, was acquired by
LIC, following which that bank was reclassified as a private sector bank by the RBI. In fiscal 2020, the
Government announced several additional mergers of public banks: Canara Bank’s merger with Syndicate Bank;
United Bank of India’s merger with Oriental Bank of Commerce and Punjab National Bank; Andhra Bank’s
merger with Corporation Bank and Union Bank of India; and Allahabad Bank’s merger with Indian Bank.

The Bank also faces competition from private sector banks in India, some of which have larger customer bases
and greater financial resources than the Bank.

In addition, new entrants into the financial services industry, including companies in the financial technology
sector, may further intensify competition in the business environments in which the Bank operates, especially in
the digital business environment. As a result, the Bank may be forced to adapt its business to compete more
effectively. For example, non-bank financial companies, particularly international technology companies
including large e-commerce players, have recently been increasing their presence in the financial sector in India
and offering payment platforms and select services to customers, which increase competitive pressures on the
Bank.

The RBI has released guidelines with respect to a continuous licensing policy for universal banks as compared to
its earlier practice of intermittently issuing licenses. The RBI has also demonstrated an intention to allow small
finance banks to apply for a universal banking license under this framework. These developments may increase
the number of players in India’s banking space. The Bank also faces competition from foreign banks that have
established branches in India and have aggressively pursued a share of business in the market. Competition from
foreign banks may increase as the RBI has indicated that it plans to give greater access to foreign banks in the
Indian market. Such deregulation may result in the Bank facing increasing competition in the raising of funds
from market sources and individual depositors. For example, recent deregulation of interest rates on savings
deposits has resulted in certain banks increasing such interest rates. Deregulation has also lowered entry barriers
for new categories of players in India’s private banking industry, such as small finance banks and payments banks,
which has increased competitive pressures on the Bank.

Increased competitive pressure may have an adverse impact on the Bank’s earnings, its future financial
performance and the trading price of the Equity Shares. Due to competitive pressures, the Bank may be unable to
successfully execute its growth strategy and offer products and services at reasonable returns and this may
adversely affect its business and operations.

The Bank’s risk management policies and procedures may leave the Bank exposed to unidentified or
unanticipated risks, which could negatively affect its business or result in losses.

The Bank is exposed to a variety of risks, including liquidity risk, interest rate risk, credit risk, operational risk
(including fraud) and legal risk (including actions taken by the Bank’s own employees). The effectiveness of its
risk management is limited by the quality and timeliness of available data and other factors outside of its control.
For example, hedging strategies and other risk management techniques may not be fully effective in mitigating
risks in all market environments or against all types of risk, including risks that are unidentified or unanticipated.
Some methods of managing risks are based upon observed historical market behavior. As a result, these methods
may not predict future risk exposures, which could be greater than the historical measures indicated. Other risk
management methods depend upon an evaluation of information regarding markets, customers or other matters.
This information may not in all cases be accurate, complete, up-to-date or properly evaluated. As part of Bank’s
ordinary decision making-process, it rely on various models for risk and data analysis. These models are based on
historical data and supplemented with managerial input and comments.

There are no assurances that these models and the data they analyze are accurate or adequate to guide the Bank’s
strategic and operational decisions and protect it from risks. Any deficiencies or inaccuracies in the models or the
data might have a material adverse effect on the Bank’s business, financial condition or results of operation.
Additionally, management of operational, legal or regulatory risk requires, among other things, policies and
procedures to ensure certain prohibited actions are not taken and to properly record and verify a number of
transactions and events.
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The Bank has in the past experienced certain deficiencies in the Bank’s internal compliance and risk management
functions. These have included deficiencies in the Bank’s credit review and analysis processes and procedures,
deficiencies in the Bank’s credit monitoring early warning systems and red flagging of potentially delinquent
accounts, deficiencies in the Bank’s monitoring of and adherence to its own internal risk parameters, and
deficiencies in the Bank’s internal audit function. Such feedback also identified deficiencies in the Bank’s
oversight and supervision over its subsidiaries and overseas operations, and highlighted risks associated with the
Bank’s compensation and incentive structure which did not sufficiently emphasize adherence to internal controls
and compliance. Although the Bank believes that it has now taken appropriate measures designed to mitigate such
deficiencies and strengthened its internal compliance and risk management policies and procedures, those
measures may not be fully effective and the Bank cannot assure you that its current policies and procedures will
function adequately in all circumstances. Any lingering or future shortcomings in the Bank’s internal compliance
and risk management policies and procedures or a failure to follow them may have a materially adverse effect on
the Bank’s business, financial position or results of operations.

The Bank may fail to maintain an effective system of internal controls, which could prevent it from timely and
accurate reporting of its financial results.

The Bank’s internal controls over financial reporting may not prevent or detect misstatements on a timely manner
due to inherent limitations, including human error, circumvention or overriding of controls, or fraud.

The Bank has since implemented measures designed to address those internal control deficiencies and expects to
continue to implement measures designed to improve its internal control over financial reporting. While the Bank
believes that these measures have been effective in correcting these internal control deficiencies in the past, it
cannot be certain that, at some point in the future, another material weakness will not be identified or the Bank’s
internal controls will not fail to detect a matter they are designed to prevent, and failure to remedy such material
weaknesses could result in a material misstatement in its financial statements and have a material adverse impact
on the Bank’s business, financial condition and results of operations.

Even effective internal controls can provide only reasonable assurance with respect to the preparation and fair
presentation of financial statements. If the Bank fails to maintain the adequacy of its internal controls, its financial
reporting may be disclosed on an untimely basis or with inaccuracies, the Bank could fail to meet its financial
reporting obligations and it could be adversely affected.

The Bank may not be able to detect money laundering and other illegal or improper activities fully or on a
timely basis, which could expose it to additional liability and harm its business or reputation.

The Bank is required to comply with applicable anti-money laundering and anti-terrorism laws and other
regulations in India and in other jurisdictions where it has operations. These laws and regulations require the Bank,
among other things, to adopt and enforce “know-your-customer/ anti-money laundering/ combating financing of
terrorism” (“KYC/AML/CFT”) policies and procedures and to report suspicious and large transactions to the
applicable regulatory authorities in different jurisdictions. Remittances and trade finance transactions are
increasingly required to be covered under the Bank’s scrutiny and monitoring.

Although the Bank has adopted policies and procedures aimed at detecting and preventing the use of its banking
networks for money laundering activities and by terrorists and terrorist-related organizations and individuals, such
policies and procedures may not completely eliminate instances where the Bank may be used by other parties to
engage in money laundering and other illegal or improper activities. The Bank’s business and reputation could
suffer if any such parties succeed in using the Bank for money laundering or other illegal or improper purposes.

The Bank has in place internal controls, systems and procedures in conformity with the RBI directives and believes
that its anti-money laundering and KYC compliance policies and procedures are generally adequate and in
accordance with regulatory guidelines. However, to the extent the Bank fails to fully comply with applicable
KYC/AML/CFT laws and regulations, the relevant Government agencies and regulatory authorities may impose
fines and other penalties against the Bank, which could adversely affect the Bank’s business and reputation.

KYC/AML/CFT and other regulatory lapses could negatively affect the Bank’s business and financial results,
or cause serious reputational harm.

The Bank has in the past experienced certain instances of lapses relating to its regulatory compliance, including

compliance with KYC/AML/CFT rules and regulations. Although the Bank believes that it has implemented
corrective measures designed to prevent recurrence of these lapses, no assurances can be provided that such
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measures will be effective or that similar issues will not arise in the future. Such regulatory violations have in the
past resulted, and may result in the future, in regulatory actions, including financial penalties and restrictions on
or suspension of the related business operations, each of which could adversely affect the Bank’s business and
reputation.

The RBI as well as other regulators are empowered to impose penalties on banks and their employees and take
other administrative measures to enforce applicable regulatory requirements, and such failures could expose the
Bank to significant monetary liabilities, regulatory challenges and reputational damage. For more information on
outstanding regulatory fines, sanctions and investigations against the Bank, please see “Legal Proceedings” on
page 303. Any future recurrence of regulatory lapses by the Bank or failure to comply with applicable regulations
in various jurisdictions, including unauthorized actions by employees, representatives, agents and third parties,
suspected or perceived failures and media reports, and ensuing inquiries or investigations by regulatory and
enforcement authorities, has resulted, and may result in the future, in regulatory actions, including financial
penalties and restrictions on or suspension of the related business operations.

The Bank cannot predict the initiation or outcome of any investigations by other authorities or different
investigations by the RBI. The penalties imposed by regulators may generate adverse publicity for the Bank and
its business. Such adverse publicity, or any future scrutiny, investigation, inspection or audit which could result
in fines, public reprimands, damage to the Bank’s reputation, significant time and attention from the Bank’s
management, costs for investigations and remediation of affected customers, may materially adversely affect the
Bank’s business and financial results.

The Bank’s business depends on the continuity of its management team, skilled personnel and the Bank’s
ability to retain and attract talented personnel.

The Bank is highly dependent on the services of its management team and other key personnel. The Bank’s ability
to meet future business challenges depends, among other things, on their continued employment and the Bank’s
ability to attract and recruit talented and skilled personnel. For example, Shri Amitabh Chaudhry joined the Bank
as its chief executive officer in January 2019 and since then there have been many changes in the Bank’s core
management, including its directors, chief financial officer and other senior managerial personnel. Since his
arrival, the Bank has embarked on a review of its policies and strategies that resulted in the implementation of a
new business strategy of growth, profitability and sustainability. The success of this new strategy depends in part
on the continuity of the Bank’s new management team and other key personnel.

There can be no assurance that the Bank will be able to retain its key personnel. Competition for skilled and
professional personnel in the banking industry is intense. Although the Bank believes that all of its directors and
executive officers have the requisite credentials and professional expertise necessary to discharge their duties and
are compliant with applicable regulatory requirements, there can be no assurance that stakeholders, including
regulatory authorities, will not raise objections, or that such objections will not result in the loss of certain members
of the Bank’s key management team. The loss of key personnel or an inability to manage attrition levels across
the Bank may have a material adverse impact on the Bank’s business, its ability to grow and its control over
various business functions.

Deterioration of the Bank’s relationship with, poor performance by, or bankruptcy of, the Bank’s third-party
service providers may adversely affect the Bank.

The Bank is reliant upon certain external service providers to provide it with certain services necessary to maintain
its day-to-day operations. Accordingly, the Bank’s operations are exposed to the risk that these service providers
will not perform their duties in accordance with the contracted arrangements under the relevant service
agreements. Third-party vendors and certain affiliated companies provide key components of the Bank’s business
infrastructure such as loan and deposit servicing systems, back office and business process support, information
technology production and support, internet connections and network access. Relying on these third parties and
affiliated companies can be a source of operational and regulatory risk to the Bank, including with respect to
security breaches affecting such parties.

The Bank is also subject to risk with respect to security breaches affecting the vendors and other parties that
interact with these service providers. As the Bank’s interconnectivity with these third parties and affiliated
companies increases, the Bank faces the risk of operational failure with respect to their systems. The Bank may
be required to take steps to protect the integrity of its operational systems, thereby increasing its operational costs.
In addition, certain problems caused by these third parties or affiliated companies could affect the Bank’s ability
to deliver products and services to customers. Replacing these third-party vendors could also entail delays and
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expense. Further, the operational and regulatory risk the Bank faces as a result of these arrangements may be
increased to the extent that the Bank restructures such arrangements. Restructurings could involve significant
expense to the Bank and entail significant delivery and execution risk, which could have a material adverse effect
on the Bank’s business, operations and financial condition.

The Bank relies on correspondent banks in India and in other countries to conduct its business. The Bank’s failure
to maintain its relationships or enter into new relationships with correspondent banks may impact the Bank’s
ability to grow its business.

The Bank is subject to certain restrictive covenants in its financing instruments that restrict, among other
things, its ability to declare dividends and pledge assets as collateral.

The financing documents relating to the Bank’s outstanding indebtedness contains certain restrictive covenants,
such as limitations on dividends and other distributions as well as negative pledge covenants that restrict, in certain
circumstances, the Bank’s ability to declare dividends and pledge assets as collateral. In addition, certain of these
financing documents contain financial covenants requiring the Bank to comply with certain minimum ratios, such
as the minimum capital adequacy ratios prescribed by the RBI, certain minimum industry borrower group
exposure ratios; and certain minimum net NPA ratios, among others. Further, some of the Bank’s borrowing
agreements also require the Bank to obtain prior written consent for certain acts such as amendments to
constitutional documents or to create any security. These restrictions may limit the Bank’s ability to react to
changes in the Indian economy or the banking industry, take advantage of profitable opportunities and fulfill the
Bank’s obligations under its other financing documents, which could adversely affect the bank. For more
information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources—Funding—Restrictive Covenants” on page 137.

In addition, in the event of a breach of any such restrictive covenant, an event of default may be triggered, which
could result in the imposition of contractual penalties and the acceleration of principal and interest. In the past,
the Bank has been non-compliant with certain financial covenants contained in its financing documents for which
the Bank obtained waivers from the relevant lender institutions. No assurances can be provided that the Bank will
continue to be in compliance in the future, or that it will be able to obtain waivers for any future instances of non-
compliance.

An event of default could also potentially result in a cross default under the Bank’s other debt obligations. In the
event of an acceleration of the Bank’s outstanding indebtedness, the Bank may be unable to settle the outstanding
amounts of its debts, which would adversely affect its business.

The business of the Bank is highly dependent on information technology; therefore, if the Bank is unable to
adapt to rapid technological changes, its business could suffer.

The Bank’s future success will depend in part on its ability to respond to technological advances and to emerging
banking industry standards and practices on a cost-effective and timely basis. The development and
implementation of such technology entail significant technical and business risks. There can be no assurance that
the Bank will always be successful in implementing new technologies effectively or adapting its transaction
processing systems to meet customer requirements or emerging industry standards. If the Bank is unable, for
technical, legal, financial or other reasons, to adapt in a timely manner to changing market conditions, customer
requirements or technological changes, its financial performance and the trading price of the Equity Shares may
be adversely affected.

Furthermore, any technical failures associated with the Bank’s information technology systems or network
infrastructure, including those caused by power failures and breaches in security caused by computer viruses and
other unauthorized tampering, may cause interruptions or delays in the Bank’s ability to provide services to its
customers on a timely basis or at all, and may also result in costs for information retrieval and verification.

Banking is a heavily regulated industry and material changes in the regulations that govern the Bank could
cause its business to suffer.

Banks in India are subject to detailed regulation and supervision by the RBI. The RBI also sets guidelines on the
cash reserve ratios, statutory liquidity ratios, priority sector lending, export credit, agricultural loans, loans to
sectors deemed to be weak by the RBI, market risk, capital adequacy ratio and branch licensing, among others. In
addition, banks are generally subject to changes in Indian law as well as to changes in regulations, Government
policies and accounting principles. Changes in regulations in India and international markets may expose the Bank
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to increased compliance costs and limitations on the Bank’s ability to pursue certain business opportunities and
provide certain products and services.

The Bank is also subject to regular financial inspection by the RBI. In the event that the Bank is unable to meet
or adhere to the guidance or requirements of the RBI, the RBI may impose strict enforcement of its observations
on the Bank, which may have an adverse effect on its business, financial condition, cash flows or results of
operations.

The regulation governing Indian financial institutions is continuously evolving. The Bank has no control over the
issuance of new regulations that may affect its operations, including in respect of:

. minimum capital requirements;

. reserve and compulsory deposit requirements;

o limits on investments in fixed assets;

. lending limits and other credit restrictions, including compulsory allocations;

. limits and other restrictions on fees;

. corporate governance;

. limits on the amount of interest banks can charge or the period for capitalizing interest; and
. accounting and statistical requirements.

In addition, any change by the RBI to its directed lending norms may result in the Bank being unable to meet the
priority sector lending requirements, as well as requiring the Bank to increase its lending to relatively riskier
segments which could result in an increase in NPAs in the Bank’s directed lending portfolio. Consequently, the
Bank’s levels of yield-generating assets may be reduced or the Bank may be forced to recognize accounting losses,
which could materially adversely affect its recognized profits, financial condition and results of operations. For
example, the RBI has mandated banks in India to have a financial inclusion plan for expanding banking services
to rural and unbanked centers and to customers who currently do not have access to banking services. Expansion
into these markets involves significant investments and recurring costs, and the Bank cannot assure you that these
activities will be sufficiently profitable. The services provided by the Bank also fall under the purview of the
Consumer Protection Act, 2019, as amended, which was enacted for the protection of the interests of consumers
availing goods and services, including banking or financial services.

Further, on 11 June 2020, the RBI published a discussion paper on Governance in Commercial Banks in India
with the objective to align current regulatory framework with global best practices while being mindful of the
context of domestic financial system. The paper is applicable to, among others, private sector banks. The paper
discusses the overall responsibilities, structure and practices of the board of directors and committees of the boards
and also explores matters including the qualification and selection criteria for board members and senior
management and procedures for internal audit and vigilance. The Bank cannot predict the timing or the form in
which the discussion paper will be adopted and the nature and impact it will have on the Bank’s operation.

The RBI may also direct banks to increase the total provisioning coverage ratio on their credit portfolio, which
may adversely affect the Bank’s financial condition and results of operations. The RBI is constantly updating
prudential standards in accordance with the recommendations of the Basel Committee, in particular with respect
to capital and liquidity, which could impose additional significant regulatory burdens on the Bank. For example,
future liquidity standards could require the Bank to maintain a greater proportion of its assets in highly liquid but
lower-yielding financial instruments, which would negatively affect its net interest margin. Increases in reserve
and compulsory deposit or allocation requirements reduce the Bank’s liquidity to fund its loan portfolio and other
investments. There can be no assurance that future changes in regulations or in their interpretation or application
will not have a material adverse effect on the Bank.

The laws and regulations governing the banking sector, including those governing the products and services that
the Bank provides or proposes to provide, such as its life insurance or asset management business, or derivatives
and hedging products and services, could change in the future. Any such changes may adversely affect the Bank’s
business, future financial performance and the price of the Equity Shares by, for example, requiring a restructuring
of the Bank’s activities or increasing its operating costs. See “Key Regulations and Policies in India” on page
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209. For example, in fiscal 2018, some states in India announced schemes for waiver of loans taken by farmers.
While the cost of such schemes was borne by the state governments, such schemes or borrower expectations of
such schemes may result in higher delinquencies in the Bank’s agricultural lending portfolio. Similarly, the
Taxation Laws (Amendment) Ordinance, 2019, a new tax ordinance issued by India’s Ministry of Finance on 20
September 2019, prescribes certain changes to the income tax rate applicable to companies in India. According to
this new ordinance, companies can henceforth voluntarily opt in favor of a concessional tax regime (subject to no
other special benefits/exemptions being claimed), which would ultimately reduce the effective tax rate for India
companies from 34.94% to approximately 25.17%. The Bank had opted in the favor of a concessional tax regime.

No assurance can be given generally that laws or regulations will be adopted, enforced or interpreted in a manner
that will not have a material adverse effect on the Bank’s business and results of operations. Furthermore,
regulatory authorities in India have substantial discretion in how to regulate banks, and this discretion, and the
regulatory mechanisms available to the regulators, have been increasing in recent years. Regulation may be
imposed on an ad hoc basis by governments and regulators in response to a crisis, and these may especially affect
financial institutions such as the Bank that may be deemed to be systemically important. In addition, the volume,
granularity, frequency and scale of regulatory and other reporting requirements require a clear data strategy to
enable consistent data aggregation, reporting and management. Inadequate management information systems or
processes, including those relating to risk data aggregation and risk reporting, could lead to a failure to meet
regulatory reporting requirements or other internal or external information demands and the Bank may face
supervisory measures as a result.

A significant majority of the Bank’s properties, including its branches and ATMs, are located at leased or
licensed premises, and the Bank’s operations may be materially and adversely affected if it is unable to renew
existing leases or otherwise continue to utilize its branches or ATMs.

The Bank’s business and operations are significantly dependent on the Bank’s branches and ATMs some of which
are located on leased or licensed premises. The Bank has entered into various lease and license arrangements for
such properties. As on 30 June 2020, some of the Bank leases including its branches and ATMs, had expired and
were in the process of being renewed. The Bank may face the risk of being evicted in the event that the Bank’s
landlords allege a breach on the Bank’s part of any terms under these lease agreements and there is no assurance
that the Bank will be able to identify suitable locations to re-locate the Bank’s operations. Some of the lease
agreements entered into by the Bank may be inadequately stamped. As a result, these agreements may be
inadmissible as evidence before a court of law. Further, some of the immoveable properties used by the Bank and
taken on lease may have one or more irregularities of title such as non-registration of lease deeds. If the Bank is
unable to continue to use its branches and ATMs which are located on leased or licensed premises during the
period of the relevant lease or license or extend such lease or license arrangements on their expiry on commercially
acceptable terms, or at all, it may suffer a disruption in its operations which could materially and adversely affect
the Bank’s business, financial condition, results of operations and prospects. In addition, some of these leases or
licenses may not have been registered, which may affect the evidentiary value of such lease or license agreements
in a court of law.

Negative publicity could damage the Bank’s reputation and adversely impact the Bank’s business and financial
results.

Reputational risk, or the risk to the Bank’s business, earnings and capital from negative publicity, is inherent in
the Bank’s business. The reputation of the financial services industry in general has been closely monitored as a
result of the 2008 financial crisis and other matters affecting the financial services industry. Negative public
opinion about the financial services industry generally or the Bank specifically could adversely affect the Bank’s
ability to attract and retain customers, and may expose it to litigation and regulatory action.

Negative publicity can result from the Bank’s actual or alleged conduct in any number of activities, including
lending practices, mortgage servicing and foreclosure practices, corporate governance, regulatory compliance,
mergers and acquisitions and related disclosure, sharing or inadequate protection of customer information, and
actions taken by Government regulators and community organizations in response to that conduct. Although the
Bank takes steps to minimize reputational risk in dealing with customers and other constituencies, the Bank, as a
large financial services organization with a high industry profile, is inherently exposed to this risk. Such negative
media coverage may have a material adverse effect on the Bank’s reputation, business, financial condition or
results of operation.

The Bank may not be able to prevent its officers, employees or third parties acting on its behalf from engaging
in situations that qualify as corruption, fraud or other misconduct which could expose the Bank to

77



administrative and judicial sanctions, as well as reputational damage.

The Bank’s governance and compliance procedures may not prevent breaches of law, accounting and/or
governance standards, and there can be no assurance that the Bank’s employees, agents, and the companies to
which the Bank outsources certain of its business operations, will not take actions in violation of the Bank’s
policies, for which the Bank may be ultimately held responsible. For example, in fiscal 2018, the Bank’s former
Chief Information Officer was found to have compromised the Bank’s interests following a whistleblower
complaint alleging irregularities and improprieties in his supervisory and monitoring role over transactions
relating to vendor selection and payments terms. In addition to taking appropriate action against the concerned
executive, the Bank has put in place corrective measures and controls intended to prevent such incidents in the
future. Moreover, in fiscal 2018, certain unpublished price sensitive information relating to the Bank’s financial
results for the quarter ended 30 June 2017 became public ahead of the official publication of such result in relation
to which, SEBI passed an order against the Bank directing the Bank to strengthen its internal systems and control,
conduct an internal inquiry and take appropriate steps. For more information, see “Legal Proceedings” on page
303. Although the Bank responded by taking several measures intended to prevent recurrence of these episodes,
no assurances can be provided that such measures will be effective or that similar issues will not arise in the future.

The Bank’s policies and procedures are aimed at detecting and preventing corruption, fraud or other misconduct
by the Bank’s employees and agents, they may not completely eliminate instances where the Bank’s employees
may engage in such illegal or improper activities. Any future misconduct by individuals working for the Bank
could occur, which could adversely affect the Bank.

Actions of the Government, as the Bank’s controlling shareholder through SUUTI and other Government-
related entities, could conflict with the interests of other shareholders.

The Government, through the Administrator of the SUUTI, LIC and GIC and four public sector insurance
companies, collectively hold a significant portion of the Bank’s equity shares. Under the Bank’s memorandum
and articles of association, SUUTI and LIC each have the right to nominate one director. The Chairman is duly
appointed by the board of directors of the Bank.

As at 31 March 2020, the Government indirectly held approximately 15.69% (SUUTI — 4.59%, LIC — 9.02%,
GIC and four public sector insurance companies —2.08%) of the Bank’s Equity Shares.

As at 30 June 2020, the Government indirectly held approximately 15.68% (SUUTI — 4.59%, LIC —9.01%, GIC
and four public sector insurance companies —2.08%) of the Bank’s Equity Shares.

While the Bank is overseen by an independent board of directors, as long as the Government continues to hold a
significant portion of the Bank’s voting shares, the Government, through its membership on the Bank’s Board of
Directors, may exercise influence over board decisions, decisions of the shareholders and influence the policies
of the Bank in a manner that could directly or indirectly favor the interests of the Government, may result in the
Bank foregoing business opportunities and may conflict with the interests of other shareholders. Any substantial
sale of the Bank’s Equity Shares by the Government or other large shareholders could adversely affect the price
of the Equity Shares and to the extent investors perceive a disadvantage in owning stock of a company with a
significant shareholder, such concentration of ownership may adversely affect the trading price of the Equity
Shares.

RBI guidelines relating to the ownership of private banks and foreign ownership restrictions in private banks
and its downstream companies could discourage or prevent a change of control or other business combination
involving the Bank.

On 12 May 2016, the RBI issued the Master Direction — Ownership in Private Sector Banks, Directions, 2016 (the
“Master Directions”). The Master Directions prescribe limits on ownership for all shareholders in the long run
based on categorization of shareholders under two broad categories, namely (i) individuals and (ii)
entities/institutions. Each of these groups has separate limits for their shareholdings as set out in the Master
Directions.

Larger shareholdings resulting from capital infusion by domestic or foreign entities or institutions are possible if
the RBI approves such transactions on a case-by-case basis.

If a transaction results in any person acquiring or agreeing to acquire, directly or indirectly, by itself or acting in

concert with any other person, shares of a banking company or voting rights therein which, taken together with
shares and voting rights, if any, held by such person or such person’s relative or associate enterprise or person
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acting in concert with such person, results in such person(s) holding at least 5.0% of the paid-up share capital of
a banking company or entitles such person(s) to exercise at least 5.0% of a banking company’s voting rights,
RBI’s approval is required prior to such transaction.

The RBI, when considering whether to grant an approval, may take into account all matters that it considers
relevant to the application, including ensuring that shareholders whose aggregate holdings are above specified
thresholds meet fit and proper criteria. Currently, the RBI limits voting rights to 26.0%. There are also foreign
ownership restrictions in a private bank and in downstream companies which may impact an acquirer’s ability to
acquire a majority of the Bank’s shares or acquire control over the Bank. The implementation of such restrictions
could discourage or prevent a change in control, merger, consolidation, takeover or other business combination
involving the Bank, which might be beneficial to the Bank’s shareholders.

Any substantial stake in the Bank could discourage or prevent another entity from exploring the possibility of a
combination with it. Any such obstacles to potentially synergistic business combinations could negatively impact
the Bank’s share price and have a material adverse effect on the Bank’s ability to compete effectively with other
large banks and, consequently, the Bank’s ability to maintain and improve its financial condition.

If ownership restrictions on private sector banks are relaxed, a single investor may acquire a controlling stake
in the Bank.

If the current restrictions are further liberalized to allow not only increased investment by Indian entities but also
greater foreign ownership, a single entity or group of investors acting in unison may acquire equity shares of the
Bank to the extent that would allow it to control or strongly influence the Bank. Such an entity would, subject to
restrictions in the Articles, be able to determine, or would have a disproportionate influence compared with other
shareholders in, the election of the Board of Directors, management policies and the outcome of corporate
transactions submitted to shareholders for approval. There can be no assurance that any future controlling
shareholder will have the same interests as any minority shareholder or will pursue the same strategies as the
current management.

Major fraud, lapses of control, system failures or calamities could adversely impact the Bank’s business.

The Bank is vulnerable to risk arising from the failure of employees to adhere to approved procedures, system
controls, fraud, system failures, information system disruptions, communication systems failure and data
interception during transmission through external communication channels and networks. There can be no
assurance that the Bank’s use of encrypted password-based protections and firewalls are adequate to prevent fraud
or the invasion or breach of the network by an intruder. Failure to protect against fraud or breaches in security
may adversely affect the Bank’s operations and future financial performance. The Bank’s reputation could be
adversely affected by significant fraud committed by its employees, agents, customers or third parties. For details
on material frauds, see “Legal Proceedings — Material Frauds” on page 320.

For example, in fiscal 2019, the Bank was one of several other Indian banks involved in a well-publicized fraud
involving letters of undertaking issued by those banks, which resulted in a U.S.$20 million loss for the Bank and
negatively affected the Bank’s reputation. In addition, the Bank has experienced an increase in the number of
internal frauds in fiscal 2019 as compared to fiscal 2018, and in fiscal 2020 as compared to fiscal 2019. Although
the Bank believes it has taken appropriate measures intended to address those issues, any future lapses in the
Bank’s fraud identification and reporting processes could expose the Bank to the recurrence of frauds which could
adversely affect the Bank’s business and its reputation. In December 2017, certain unpublished price sensitive
information relating to its financial results for the quarter ended 30 June 2017 allegedly became public ahead of
the official publication of such result. Following public disclosure of this information, the Bank was directed by
SEBI on 27 December 2017 to, among other things: (i) strengthen the Bank’s current systems and controls to
ensure that such instances of leakage of unpublished price sensitive information do not recur in the future; and (ii)
conduct an internal inquiry into the alleged leakage of unpublished price sensitive information relating to the
Bank’s financial results and submit a report in relation thereto. Accordingly, the Bank had appointed an
independent third party consultant to review the effectiveness of the Bank’s internal controls and submit a report
on its findings. Upon conclusion of the investigation, the Bank has, by its letter dated 13 April 2018 submitted the
independent third party consultant’s report with SEBI. As on the date of this Preliminary Placement Document,
the Bank has not received any order from SEBI in this regard. For further details, see “Legal Proceedings — SEBI
Action” on page 309.

Given the increasing share of retail products and services and transaction banking services in the Bank’s overall
business, the importance of systems technology to the Bank’s business has increased significantly. The Bank’s
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principal delivery channels include ATMs, internet banking, mobile banking and call centers (telephone banking).
Any failure in the Bank’s systems, particularly for retail products and services and transaction banking, could
significantly affect the Bank’s operations and the quality of its customer service and could result in business and
financial losses and adversely affect the trading price of the Equity Shares. For example, the Bank’s customer
service operations have been affected to some extent in the past during the migration of the Bank’s core banking
software to an updated version, as the application took time to stabilize.

The Bank maintains a disaster recovery center in Bengaluru in the event that the Bank’s main computer center in
Mumbai shuts down for any reason. The system in Bengaluru is configured to come into operation if the Mumbai
system is no longer operational. However, if for any reason the switch over to the backup system does not take
place or if a calamity occurs in both Mumbai and Bengaluru such that the Bank’s business is compromised in both
centers, the Bank’s operations would be adversely affected.

The Bank may breach third party intellectual property rights.

The Bank may be subject to claims by third parties, both inside and outside India, if it breaches their intellectual
property rights by using slogans, names, designs, software or other such rights, which are of a similar nature to
the intellectual property these third parties may have registered. The Bank has received oppositions from Axis
Holdings Private Limited and AXA for its trademark application dated 16 April 2007 and from Axis Holdings
Private Limited for its trademark application dated 25 June 2007 to register the name “AXIS BANK” and the logo
associated with the name, citing prior use of their respective trademarks. The Bank has received oppositions from
ALBINGIA for its trademark applications dated 27 April 2018 filed in the European Union to register the name
“AXIS” and the logo associated with the name, citing prior use of its trademark.

The Bank may not be able to prevent infringement of its trademark and may be unable to seek remedies for
infringement of those trademarks by third parties other than relief against passing off by other entities, which may
not provide sufficient protection. The Bank’s inability to use of these trademarks and any unauthorized usage
could adversely affects its business and results of operations.

Any legal proceedings which result in a finding that the Bank has breached third parties’ intellectual property
rights, or any settlements concerning such claims, may require the Bank to provide financial compensation to such
third parties or make changes to its marketing strategies or to the brand names of its products, which may have a
materially adverse effect on the Bank’s business prospects, reputation, results of operations and financial
condition.

A failure, inadequacy or security breach in the Bank’s information technology and telecommunication systems
may adversely affect its business, results of operation or financial condition.

The Bank’s ability to operate and remain competitive depends in part on its ability to maintain and upgrade its
information technology systems and infrastructure on a timely and cost-effective basis, including its ability to
process a large number of transactions on a daily basis. The Bank’s operations also rely on the secure processing,
storage and transmission of confidential and other information in its computer systems and networks.

The Bank’s financial, accounting or other data processing systems and management information Systems or its
corporate website may fail to operate adequately or become disabled as a result of events that may be beyond the
Bank’s control or may be vulnerable to unauthorized access, computer viruses or other attacks. Deficiencies in
the Bank’s internal management of information systems and data security practices expose the Bank to heightened
risks, which could cause damage to the Bank’s reputation and adversely impact the Bank’s business and financial
results.

Significant security breaches could adversely impact the Bank’s business.

The Bank faces cyber threats, such as hacking, phishing and trojans, attempting to exploit the Bank’s network to
disrupt services to customers and/or theft or leaking of sensitive internal Bank data or customer information. In
the past, the Bank has been exposed to cyber security incidents such as ransomware, web defacing attacks, un-
patched vulnerable software exploitation, breaches of debit card use and fraudulent withdrawals. For example, in
October 2016, there was an intrusion attempt observed on 15 of the Bank’s servers through a third party vendor,
whose system was based in a foreign location. The investigation revealed that the vendor system had been
maliciously controlled through other compromised systems, within the vendors network. In addition, in fiscal
2019, the Bank’s subsidiary in the United Kingdom was the victim of a phishing attack that resulted in a U.S.$
1.9 million loss. The occurrence or recurrence of any of these incidents in the future may cause damage to the
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Bank’s reputation and adversely impact the Bank’s business and financial results.

Further, the information available to and received by the Bank’s management through its existing systems may
not be timely and sufficient to manage risks or to plan for and respond to changes in market conditions and other
developments in the Bank’s operations. If any of these systems are disabled or if there are other shortcomings or
failures in the Bank’s internal processes or systems, it may disrupt the Bank’s business or impact the Bank’s
operational efficiencies, and render it liable to regulatory intervention or damage to its reputation. The occurrence
of any such events may adversely affect the Bank’s business, results of operation and financial condition.

The Bank seeks to protect its branch network infrastructure and computer systems from security breaches and
other disruptive problems caused by the Bank’s increased use of the Internet. Computer break-ins and power
disruptions could affect the security of information stored in and transmitted through these computer systems and
network infrastructure. Since technology is fast changing, there may be new areas in the system that may be
exposed to security breaches and other attacks. The Bank employs security systems, including firewalls and
password encryption, designed to minimize the risk of security breaches. Although the Bank intends to continue
to implement security technology and establish operational procedures to prevent break-ins, damage and failures,
there can be no assurance that these security measures will always be adequate or successful.

As the sophistication of cyber incidents continues to evolve, the Bank will likely be required to expend additional
resources to continue to modify or enhance its protective measures or to investigate and remediate any
vulnerability to cyber incidents. In addition, certain cyber incidents, such as surveillance, may remain undetected
for an extended period. There is also the risk of the Bank’s customers incorrectly blaming the Bank and
terminating their accounts with the Bank for a cyber-incident which might have occurred on their own system or
that of an unrelated third party. Any cyber security breach could also subject the Bank to additional regulatory
scrutiny and expose the Bank to civil litigation and related financial liability. Failed security measures could have
a material adverse effect on the Bank’s business, its future financial performance and the trading price of the
Equity Shares.

Increasing regulatory focus on personal information protection could impact our business and expose us to
increased liability.

Regulators in various jurisdictions are increasingly scrutinizing how companies collect, process, use, store, share
and transmit personal data. This increased scrutiny may result in new interpretations of existing laws, thereby
further impacting our business. Recent regulations, such as the General Data Protection Regulation, which went
into effect in the European Union (“EU”) on 25 May 2018, applies to the collection, use, retention, security,
processing, and transfer of personally identifiable information of residents of EU countries. In India, the Supreme
Court, in a judgment delivered on 24 August 2017, has held that the right to privacy is a fundamental right.
Following this judgment, the Government of India is considering enactment of Personal Data Protection Bill, 2019
(“Data Protection Bill”) for implementing organizational and technical measures in processing personal data and
lays down norms for cross-border transfer of personal data and to ensure the accountability of entities processing
personal data. The enactment of the Data Protection Bill may introduce stricter data protection norms for a
company such as us and may impact our processes. The RBI has also issued a circular on the procedure of storage
of payment systems data, to ensure that data, relating to payment systems operated by us is stored only in India.
Any failure, or perceived failure, by us to comply with any applicable regulatory requirements, including but not
limited to privacy, data protection, information security, or consumer protection-related privacy laws and
regulations, could result in proceedings or actions against us by governmental entities or individuals, subject us
to fines, penalties, and/or judgments, or otherwise adversely affect our business, as our reputation could be
negatively impacted.

The Bank, its subsidiaries, directors and promoters are involved in legal and regulatory proceedings that, if
determined against it, could have a material adverse impact on its future financial performance, stockholders’
equity and the price of the Equity Shares.

The Bank is often involved in certain litigation matters and subject to various regulatory investigations, audits or
other inspections in the ordinary course which could result in judgments, fines, reprimands and damage to the
Bank’s reputation. These matters may also result in the diversion of significant time and attention from the Bank’s
management, significant costs for the Bank to defend itself as well as costs for investigations and remediation of
affected customers, each of which could adversely affect the Bank’s business and financial results.

These matters may arise for various reasons, including because the Bank seeks to recover monies from its
borrowers or because the Bank’s customers seek claims against the Bank or for other reasons. Although it is the
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Bank’s policy to make provisions for probable loss for litigation matters, the Bank does not make provisions or
disclosures in its financial statements where its assessment is that the risk is not probable. Moreover, to the extent
that the Bank is unable to accurately identify and track legacy litigation cases, such failures could expose the Bank
to heightened legal and reputational risks.

The Bank has also issued notices and initiated various recovery and insolvency proceedings against defaulting
borrowers under the Recovery of Debts and Bankruptcy Act, 1993 and the Insolvency and Bankruptcy Code, 2016
and failure by such borrowers to repay the outstanding borrowings pursuant to such notices and proceedings may
adversely affect the business.

The Bank cannot assure you that the judgments in any of the litigation or regulatory proceedings in which the
Bank is involved would be favorable to it and if its assessment of the risk changes, its view on provisions will also
change. Increased provisioning for such potential losses could have a material adverse effect on the Bank’s results
of operations and financial condition. If the Bank’s provisioning is inadequate relative to actual losses on final
judgment, such additional losses could have a material adverse impact on the Bank’s business and trading price
of the Equity Shares. Such proceedings also divert management time and attention, and consume significant
financial resources in their defense or prosecution, which could materially affect the Bank’s financial condition.
Any adverse outcome of litigation or regulatory proceedings could have a material adverse effect on the Bank’s
business, its future financial performance and trading price of the Equity Shares. The Bank may also incur legal
cost for a matter even if the Bank has not made any legal provisions for the same. In addition, the cost of resolving
a legal claim may be substantially higher than any amount reserved for that matter. For further information on
litigation involving the Bank, see “Legal Proceedings” on page 303.

The Bank may not be able to renew or maintain its statutory and regulatory permits and approvals required to
operate its business.

The Bank is required to obtain and maintain various statutory and regulatory permits and approvals to operate its
business, which requires the Bank to comply with certain terms and conditions to continue its banking operations.
Although the Bank has no reason to believe that such statutory and regulatory permits and approvals will not be
granted and/or renewed as and when requested, certain of the Bank’s business licenses have been denied or
temporarily revoked in the past and the Bank cannot guarantee that it will be able to maintain, renew or obtain
any required statutory and regulatory permits and approvals in the future, in a timely manner, or that no additional
requirement will be imposed in connection with such request. Statutory and regulatory permits and approvals
required for the development of the Bank’s activities may require that it meet certain performance thresholds or
financial metrics. In case the Bank is unable to meet these thresholds or metrics, the Bank may lose or not be able
to obtain or renew such authorizations, concessions, licenses or permits. The Bank also cannot guarantee that it
will timely comply with all of its obligations with governmental agencies, including obtaining the necessary
operating permits in a timely manner.

In the event that the Bank is unable to renew or maintain such statutory permits and approvals or comply with any
or all of the applicable terms and conditions, or seek waivers or extensions of time for complying with such terms
and conditions, all or some of the Bank’s operations may be interrupted, penalties may be imposed and the Bank’s
business, financial results and reputation could be materially and adversely affected.

The Bank’s insurance policies may not be sufficient to cover all of its losses.

The Bank maintains several types of insurance policies in line with the risk management policies of its business,
which generally attempt to follow industry market practices for similar activities.

The Bank maintains several types of insurance policies and has coverage that it deems appropriate and customary
for a bank of its size and nature. The Bank’s insurance policies include a banker’s indemnity insurance policy,
which is a comprehensive insurance policy that offers coverage for various forms of risks. Some of the items
covered under this insurance policy include (i) money (cash and precious metals) on premises and in vaults of
agencies; (ii) money (cash and precious metals) in transit; (iii) cash in onsite ATMs/dispensers owned by the
Bank; (iv) losses from external/internal fraud; and (v) losses from transactions through mobile banking; (vi)
electronic banking transactions; and (vii) electronic crime.

The coverage obtained in these insurance policies may not be sufficient to cover all the risks to which the Bank is
exposed, which could adversely affect the Bank. Additionally, the Bank may not be able to successfully contract
or renew its insurance policies on satisfactory terms. If the Bank is unable to procure adequate levels of insurance
at rates that its management deems satisfactory, the Bank could be adversely affected.
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Any closure of branches or loss of the Bank’s key branch personnel may adversely affect the Bank’s ability to
build and maintain relationships with the Bank’s customers, which could adversely affect the Bank’s business.

The Bank’s business is dependent on the Bank’s key branch personnel’s ability to establish, build, and maintain
customer relationships. The Bank encourages dedicated branch personnel to service clients in certain business
segments since the Bank believes that this leads to long-term client relationships, a trust-based business
environment, and over time, better cross-selling opportunities. While no individual branch manager and no single
operating group of managers contribute a meaningful percentage of the Bank’s business, it may suffer materially
if a substantial number of branch managers leave the organization or if some of the branches are closed for any
reason beyond the Bank’s control.

The RBI may remove any employee, managerial personnel or may supersede the Bank’s Board of Directors in
certain circumstances, which may materially affect the Bank’s business, results of operations, and financial
conditions.

The Banking Regulation Act confers powers on the RBI to remove from office any directors, chairman, chief
executive officer, or other officers or employees of a bank in certain circumstances. The RBI also has the powers
to supersede the board of directors of a bank and appoint an administrator to manage the bank for a period of up
to six months, which may exceed up to 12 months in certain circumstances. The RBI may exercise powers of
supersession where it is satisfied, in consultation with the Government that it is in the public interest to do so, to
prevent the affairs of any bank from being conducted in a manner that is detrimental to the interest of the
depositors, or for securing the proper management of any bank. Should any of the steps as explained herein are
taken by the RBI against the Bank, its business, results of operations, and financial conditions would be materially
and adversely affected.

While the Bank has in place procedures and safeguards to prevent dealings with parties and countries that are
the target of United States, Indian, and other sanctions, these measures by the Bank may not be fully effective,
and any non-compliance by the Bank with such sanctions could harm our reputation or result in regulatory
action which could materially and adversely affect our business.

The Bank engages in business with customers and counterparties from diverse backgrounds. In light of U.S.,
Indian, EU and other sanctions, the Bank cannot be certain that its procedures and safeguards relating to sanctions
will always be effective, or that some of the Bank’s customers or counterpartiecs may become the subject of
sanctions. Such sanctions may result in the Bank’s inability to gain or retain such customers or counterparties or
receive payments from them. Non-compliance with such sanctions could have a material adverse effect on the
Bank’s business, financial results and the prices of our securities.

These laws, regulations and sanctions or similar legislative or regulatory developments may further limit the
Bank’s business operations. If the Bank were determined to have engaged in activities targeted by certain U.S.,
Indian, EU or other statutes, regulations or executive orders, it could lose its ability to open or maintain
correspondent or payable-through accounts with U.S. financial institutions, among other potential sanctions. In
addition, depending on sociopolitical developments, even though we take measures designed to ensure compliance
with applicable laws and regulations, our reputation may suffer due to our association with certain restricted
targets. The above circumstances could have a material adverse effect on our business, financial results and the
prices of our securities.

Uncertainty about the future of LIBOR may adversely affect the Bank’s business.

On 27 July 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates the
London Interbank Offered Rate (“LIBOR”), announced that it intends to stop persuading or compelling banks to
submit rates for the calculation of LIBOR to the administrator of LIBOR after 2021. In June 2019, the Financial
Conduct Authority asked banks and markets to stop using the LIBOR as a basis for pricing contracts. These
announcements indicate that the continuation of LIBOR on the current basis cannot and will not be guaranteed
after 2021. It is impossible to predict whether and to what extent banks will continue to provide LIBOR
submissions to the administrator of LIBOR or whether any additional reforms to LIBOR may be enacted in the
United Kingdom or elsewhere. At this time, no consensus exists as to what rate or rates may become accepted
alternatives to LIBOR and it is impossible to predict the effect of any such alternatives on the value of LIBOR-
based securities and variable rate loans or other financial arrangements, given LIBOR’s role in determining market
interest rates globally. Uncertainty as to the nature of alternative reference rates and as to potential changes or
other reforms to LIBOR may adversely affect LIBOR rates and other interest rates. In the event that a published
LIBOR rate is unavailable after 2021, the value of such securities, loans or other financial arrangements may be
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adversely affected, and, to the extent that the Bank is the issuer of or obligor under any such instruments or
arrangements, the Bank’s cost thereunder may increase. Currently, the manner and impact of this transition and
related developments, as well as the effect of these developments on the Bank’s funding costs, investment and
trading securities portfolios and business, is uncertain.

A global or regional financial crisis or financial instability in the countries where the Bank does business could
adversely affect its operations, cash flows, asset quality and growth.

Our business has been, and in the future will continue to be, materially affected by geo-political, economic and
market conditions, including factors such as the liquidity of the global financial markets, the level and volatility
of debt and equity prices, interest rates, currency and commodity prices, investor sentiment, inflation and the
availability and cost of capital and credit.

There are a number of uncertainties ahead in the global markets (for example, future bilateral trade relations
between the US and China). As of the date of this Preliminary Placement Document, India is also in an adjustment
period, having been impacted by three consecutive shocks over the past three years, namely demonetization, GST
implementation, and financial sector stress.

In addition, an outbreak of the COVID-19 pandemic, which first emerged in Wuhan City, Hubei province, PRC,
in late December 2019, has since spread to other parts of the world. The COVID-19 pandemic could become more
severe and result in a more widespread health crisis, which may in turn result in protracted volatility in
international markets and/or result in a global recession as a consequence of disruptions to travel and retail
segments, tourism, and manufacturing supply chains. In particular, in February 2020, the COVID-19 pandemic
caused stock markets worldwide to lose significant value and impacted economic activity in Asia and worldwide.
A number of governments revised GDP growth forecasts for fiscal 2020 downward in response to the economic
slowdown caused by the outbreak of the COVID-19 pandemic, and it is possible that the COVID-19 pandemic
will cause a prolonged global economic crisis or recession. Any of these factors may have a material adverse
effect on our financial condition and results of operation.

Inflationary pressures in emerging markets and Asia are likely to ease on the back of slower global growth. Whilst
this gives more leeway for an accommodative stance on monetary policy, central bankers would still have to
weigh a decision to cut rates against the need to stabilize their currencies against depreciation pressures.

The implications for the world and the Bank are significant. First, a rise in global trade protectionism will
negatively impact the trade-dependent economies in Asia. Second, the interplay between U.S. fiscal policies vis-
a-vis monetary policies pursued by other central banks, particularly those in the emerging markets, may lead to
more volatile global capital flows. Third, while our direct exposures outside the Indian financial markets are
relatively modest, financial market volatility and increased uncertainty may have a broader global economic
impact that may in turn have a material adverse effect on our business, cash flows, financial condition and results
of operations

Investors should be aware that there is a recent history of financial crises and boom-bust cycles in multiple markets
in both emerging and developed economies which leads to risks for all financial institutions, including the Bank.
We remain subject to the indirect economic effect of any potential tightening in global credit conditions, some of
which cannot be anticipated and the vast majority of which are not under our control. We also remain subject to
counterparty risk arising from financial institutions that can fail or are otherwise unable to meet their obligations
under their contractual commitment to us.

A loss of investor confidence in the financial systems of other emerging markets may cause increased volatility
in the Indian financial markets and indirectly in the Indian economy in general. Any worldwide financial
instability in the global markets could have a negative influence on the Indian economy and on other economies
in which we operate, including the United Arab Emirates and Singapore. While legislators and financial regulators
across the globe including in the United Arab Emirates, Singapore and other jurisdictions, including India, have
implemented several measures designed to add stability to the financial markets, these may not have the intended
stabilizing effects. Furthermore, in several parts of the world, there are signs of increasing retreat from
globalization of goods, services and people, as pressure for the introduction of a protectionist regime is building
and such developments could adversely affect the Indian economy. In the event that the current adverse conditions
in the global credit markets continue or if there are any significant financial disruption, this could have an adverse
effect on our business, cash flows, financial condition, results of operations and the trading price of the equity
shares.
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We operate in a highly regulated environment. Any changes to the existing legal or regulatory framework will
require us to allocate additional resources, which may increase our regulatory compliance costs and direct
management attention and consequently affect our business.

We operate in a highly regulated environment in which we are regulated by SEBI, RBI, PFRDA, and other
domestic and international regulators. The Bank is also regulated by the IRDAI. Accordingly, legal and regulatory
risks are inherent and substantial in our businesses. As we operate under licenses or registrations obtained from
appropriate regulators, we are subject to actions that may be taken by such regulators in the event of any non-
compliance with any applicable policies, guidelines, circular, notifications and regulations issued by the relevant
regulators.

Our business could be directly affected by any changes in applicable policies and regulations for such entities.
Being regulated we are subject to regular scrutiny and supervision by the respective regulators, such as regular
inspections that may be conducted by the RBI, SEBI and IRDAI. The requirements imposed by regulators are
designed to ensure the integrity of the financial markets and to protect investors and depositors. Among other
things, in the event of being found non-compliant, we could be fined or prohibited from engaging in certain
business activities. For example, our investment bank could face the risk of investigation and surveillance activity
and judicial or administrative proceedings that may result in substantial penalties, if we are found to be in violation
of applicable law. Such action may have reputational impact on us and affect the price of the Bank’s Equity Shares.

In addition, we are also exposed to the risk of us or any of our employees being non-compliant with insider trading
rules or engaging in front running in securities markets. As a listed entity and a fiduciary assisting listed
companies, in terms of the Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations,
2015, as amended, designated persons of the Bank are required to observe restrictions and disclosures in relation
to trading in securities of the Bank and others. In the event of any such violations, regulators could take regulatory
actions, including financial penalties against us and the concerned employees. This could have a materially
adverse financial and reputational impact us.

Any change to the existing legal or regulatory framework will require us to allocate additional resources, which
may increase our regulatory compliance costs and direct management attention and consequently affect our
business.

Any failure of a bank in India or one of our key overseas correspondent banks would materially and adversely
affect our business.

Our business relies heavily on our overseas correspondent banks to facilitate our international transactions. In
India, the banking industry is also inter-dependent to facilitate domestic transactions. There is no assurance that
our overseas correspondent banks or our domestic banking partners will not fail or face financial problems. If any
bank in India, especially a private bank, or any of our key overseas correspondent banks were to fail, this would
materially and adversely affect our business, cash flows, financial condition and results of operations.

Statistical and industry data in this Preliminary Placement Document may be incomplete or unreliable.

The Bank has not independently verified third party statistical and industry data obtained from industry
publications and other industry sources referred to in this Preliminary Placement Document and therefore, while
the Bank believes such data to be true, it cannot assure you that such data is complete or reliable. Such data may
also be produced on different bases from those used in the industry publications that the Bank has referred to.
Accordingly, discussion on matters relating to India, its economy and the industries in which the Bank currently
operates is subject to the caveat that the statistical and other data upon which such discussions are based may be
incomplete or unreliable. See “Industry Overview” on page 149.

A downgrade in ratings of India, the Indian banking sector or of the Bank may affect the trading price of the
Equity Shares.

The Bank’s borrowing costs and the Bank’s access to the debt capital markets depend significantly on the Bank’s
credit ratings and that of India. These ratings are assigned by rating agencies, which may reduce or withdraw their
ratings or place the Bank on “credit watch” with negative implications at any time. Credit ratings are also
important to the Bank when competing in certain markets and when seeking to engage in longer-term transactions,
including over-the-counter derivatives. A reduction in the Bank’s credit ratings could increase the Bank’s
borrowing costs and limit the Bank’s access to the capital markets. This, in turn, could reduce the Bank’s earnings
and adversely affect the Bank’s liquidity.
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Recently, S&P downgraded the Bank’s credit rating from “BBB minus” to “BB+”. Further, Fitch Ratings Ltd.
downgraded the Bank’s rating from “BB plus” with “stable outlook” to “BB plus” with “negative outlook” and
Moody’s downgraded the Bank’s ratings from “Baa3” with “stable outlook” to “Baa3” with “negative outlook”.

A downgrade in the Bank’s credit rating could restrict the Bank’s ability to borrow, assign loans or issue securities
on acceptable terms, thereby raising the Bank’s funding costs. In addition, the Bank may also be unable to raise
funds on acceptable terms, or be able to raise sufficient funds, at a time when additional funding would be most
needed.

Moreover, any adverse revisions to India’s credit ratings for domestic and international debt by international rating
agencies may adversely impact the Bank’s ability to raise additional financing and the interest rates and other
commercial terms at which such financing is available. A downgrading of India’s credit ratings may occur, for
example, upon a change of government tax or fiscal policy, which are outside the Bank’s control.

Risks Relating to India

The Bank’s business is substantially affected by prevailing economic, political and others prevailing conditions
in India, and a slowdown in economic growth in India could cause the Bank’s business to suffer.

The vast majority of the Bank’s business activities are conducted in India. Accordingly, the Bank’s financial
position and results of operations have been and will continue to be significantly affected by overall economic
growth patterns in India.

The Indian economy’s growth momentum moderated significantly in fiscals 2019 and 2020 as compared to
previous years. According to the Indian Central Statistics Organization, India’s real GDP growth decreased from
7.0% in fiscal 2018 to 6.1% in fiscal 2019. According to the provisional estimates of Annual National Income
released by National Statistics Office in May 2020, the GDP growth for the fiscal year 2020 was at 4.2%. This
slower rate of economic growth was primarily driven by the global outbreak of the COVID-19 pandemic, trade
tensions between the U.S. and China resulting in disruption in value chains, a slowdown in consumer demand,
economic activity and economic growth, credit concerns at NBFCs, weak auto sales and soft capital expenditure
trends resulting in weak investor confidence, the transitional impacts of the introduction of the Goods and Services
Tax in 2017 and the lingering residual effects of demonetization in 2016. According to the RBI, real GDP is likely
to contract by 1.5% in fiscal 2021 but is expected to revert to growth terrain next year, when it is likely to grow
by 7.2 per cent.

Economic growth in India is influenced by, among other things, inflation, interest rates, foreign trade and capital
flows. The level of inflation or depreciation of the Indian rupee may limit monetary easing or cause monetary
tightening by the RBI. Any increase in inflation, due to increases or volatility in domestic food prices or global
prices of commodities, including crude oil, the impact of currency depreciation on the prices of imported
commodities and additional pass-through of higher fuel prices to consumers, or otherwise, may result in a
tightening of monetary policy. For instance, in fiscal 2014, in response to a rise in inflation from 9.1% in April
2013 to 11.5% in November 2013, the RBI progressively raised the repo rate by 75 basis points from 7.25% to
8.0% during May 2013 to January 2014. The repo rate was thereafter maintained at 8.0% and then gradually
reduced starting January 2015 with an overall reduction of 200 basis points with the last reduction to 6% in August
2017. In June 2018, the repo rate was raised by 25 basis points to 6.25% following concerns of inflation rising as
a result of an increase in global crude oil prices and an increase in government-determined minimum support
prices of food crops. Further, in order to mitigate the macroeconomics risks due to the COVID-19 pandemic,
maintain the accommodative stance of the monetary policy as may be necessary to revive growth and ensure that
inflation levels remain within target limits, the Governor of the RBI announced a reduction in the policy repo rate
by 75 basis points to 4.40% from 5.15%, on 27 March 2020. Simultaneously, the reverse repo rate was reduced
by 90 basis points to 4.0%. On 22 May 2020, the RBI further cut the reverse repo rate to 3.35%. India has, in the
past, experienced sustained periods of high inflation. A return to high rates of inflation with a resulting rise in
interest rates, and any corresponding tightening of monetary policy may have an adverse effect on economic
growth in India.

While the Bank’s results may not necessarily track India’s economic growth figures, the Indian economy’s
performance affects the environment in which the Bank operates. Any slowdown in economic growth in India
could adversely affect the Bank’s borrowers and contractual counterparties, decreasing the credit quality of the
Bank’s borrowers. A slowdown in economic growth in India could also result in lower demand for credit and
other financial products and services and higher defaults among corporate, retail and rural borrowers. With the
importance of retail loans to the Bank’s business, any slowdown in the growth or negative growth of sectors such
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as housing and automobiles could adversely impact the Bank’s performance.

Furthermore, in light of the increasing linkages of the Indian economy to other developed and emerging
economies, the Indian economy is increasingly influenced by economic and market conditions in other countries
and, as a result, a slowdown in the economic growth of the United States and other countries in the developed and
emerging global economy could have an adverse impact on economic growth in India. The current uncertain
economic situation, in India and globally, could result in a further slowdown in economic growth, investment and
consumption. Any such slowdown could adversely affect the Bank’s business, including its ability to grow, the
quality of its assets, its financial performance and the trading price of the Equity Shares. In addition, any impact
of the continuing instability and volatility in the global financial markets could have a material adverse impact on
the Bank’s business.

Financial instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia. Although economic conditions are different in each country,
investors’ reactions to developments in one country can have adverse effects on the securities of companies in
other countries, including India. A loss of investor confidence in the financial systems of other emerging markets
and countries where the Bank has established operations or any worldwide financial instability may cause
volatility in Indian financial markets and adversely affect the Indian economy, directly or indirectly, such as
through movements of exchange rates and interest rates in India. The occurrence of any financial disruptions may
have an adverse effect on the Bank’s cost of funding, loan portfolio, business, future financial performance and
the trading price of the Equity Shares.

Developments in the Eurozone, including concerns regarding large budget deficits, rising public debts in Europe,
sovereign debt default, negotiations between the United Kingdom and European policymakers following the
withdrawal of the United Kingdom from the European Union, the exit of any other country from the European
Union, recessionary economic conditions as well as concerns related to the impact of tightening monetary policy
in the United States and a trade war between large economies may lead to increased risk aversion and volatility
in global capital markets. Financial markets and the supply of credit could continue to be negatively impacted by
ongoing concerns surrounding the sovereign debts and/or fiscal deficits of several countries in Europe, the
possibility of further downgrades of, or defaults on, sovereign debt, concerns about a slowdown in growth in
certain economies and uncertainties regarding the stability and overall standing of the European Monetary Union.

Trade tensions between the U.S. and major trading partners, most notably China, continue to escalate following
the introduction of a series of tariff measures in both countries. China’s policy response to these trade measures
presents a degree of uncertainty. This may also impact other emerging markets, primarily in Asia. and could
undermine efforts to address already high debt levels and increase medium-term risks.

These and other related events such as concerns over recession, inflation or deflation, energy costs, geopolitical
issues, slowdown in economic growth in China and Renminbi devaluation, commodity prices and the availability
and cost of credit may have had a significant impact on the global credit and financial markets as a whole,
including reduced liquidity, greater volatility, widening of credit spreads and a lack of price transparency in the
United States and global credit and financial markets. A lack of clarity over the process for managing the exit and
uncertainties surrounding the economic impact could lead to a further slowdown and instability in financial
markets. In addition, any increase in interest rates by the United States Federal Reserve will lead to an increase in
the borrowing costs in the United States which may in turn impact global borrowing as well. This and any
prolonged financial crisis may have an adverse impact on the Indian economy, and in turn on our business,
financial condition and results of operations.

In response to these and other developments, legislators and financial regulators in the United States and other
jurisdictions, including India, implemented a number of policy measures designed to add stability to the financial
markets. See “Key Regulations and Policies in India” on page 209. However, the overall long-term impact of
these and other legislative and regulatory efforts on the global financial markets is uncertain, and they may not
have had the intended stabilizing effects. Any significant financial disruption in the future could have an adverse
effect on the Bank’s cost of funding, loan portfolio, business, future financial performance and the trading price
of the Equity Shares. Adverse economic developments overseas in countries where the Bank has operations could
have a material adverse impact on the Bank and the trading price of the Equity Shares.

Increased volatility or inflation of commodity prices in India could adversely affect the Bank’s business.
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The price of Brent crude oil has declined substantially from approximately U.S.$68.4 per barrel in March 2019 to
approximately U.S.$23 per barrel in March 2020, primarily as a result of the oil price fluctuations due to geo-
political tensions, price war between oil producing groups and nations and the over-supply of oil as a result of
demand side shock due to the COVID-19 pandemic. Volatility in the price of crude oil could adversely affect the
Indian economy and the Indian banking and financial system in particular, including through volatility in the rate
of inflation and a higher trade deficit which could, in turn, adversely affect the Bank’s business.

In recent months, consumer and wholesale prices in India have exhibited subdued inflationary trends, as the result
of a decrease in crude oil prices, lower international commodity prices, and lower domestic food prices. The
Consumer Price Index declined from 3.6% (average) in fiscal 2018 to 3.4% (average) in fiscal 2019, and increased
to 4.8% (average) in fiscal 2020. Although the decrease in crude oil and other commodity prices in recent months
have exhibited lower inflationary trends, in the past there have been several periods of sharp increases in global
crude oil prices since 2004 due to increased demand and speculation and pressure on production and refinery
capacity, and political and military tensions in key oil-producing regions, among other factors. Any increased
volatility in the rate of inflation domestically or in global commaodity prices, in particular oil and steel prices,
could adversely affect the Bank’s borrowers and contractual counterparties. The Bank cannot predict the duration
of these negative events and their ongoing impact on Indian economy.

Although the RBI has enacted certain policy measures designed to curb inflation, these policies may not be
successful. As the Bank’s business consists of sizable contributions from the retail and agricultural segments, any
slowdown in the growth of the housing, automobile or agricultural sectors could increase the cost of servicing its
non-Rupee-denominated debt, including the Equity Shares, and adversely impact the Bank’s business, financial
conditions and results of operations.

Trade deficits could have a negative effect on the Bank’s business and the trading price of the Equity Shares.

India’s trade relationships with other countries can influence Indian economic conditions. The merchandise trade
deficit was U.S.$162 billion in fiscal 2018 and U.S.$184 billion in fiscal 2019, compared with U.S.$ 153 billion
in fiscal 2020. This large merchandise trade deficit neutralizes the surpluses in India’s trade derived from
international trade in services, net income from financial assets, labor and property and cross-border transfers of
mainly workers’ remittances in the current account, resulting in a current account deficit. If India’s trade deficits
increase or become unmanageable, the Indian economy, and therefore the Bank’s business, future financial
performance and the trading price of the Equity Shares could be adversely affected.

A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian economy,
which could have an adverse impact on the Bank. A rapid decrease in reserves would also create a risk of
higher interest rates and a consequent slowdown in growth.

A decline in India’s foreign exchange reserves could result in reduced liquidity and higher interest rates in the
Indian economy as well as an adverse effect on the valuation of the Rupee. Flows to foreign exchange reserves in
India have been volatile in the past and may continue to be volatile in the future. Foreign exchange reserves
increased by U.S.$369.96 billion from fiscal 2017 to U.S.$424 billion in fiscal 2018. In fiscal 2019, foreign
exchange reserves diminished by U.S.$12 billion to U.S.$412 billion. However, in fiscal 2020, foreign exchange
reserves increased by U.S.$64 billion to U.S.$ 476 billion.

Declines in foreign exchange reserves could adversely affect the valuation of the Rupee and could result in reduced
liquidity and higher interest rates that could adversely affect the future financial performance of the Bank and the
trading price of the Equity Shares.

The Bank is subject to risks relating to the stability of the Indian financial system.

The Bank is exposed to the risks of the Indian financial system, which in turn may be affected by financial
difficulties and other problems faced by certain Indian financial institutions. See “- Financial instability in other
countries may cause increased volatility in Indian financial markets ”. As an emerging market economy, the
Indian financial system faces risks not typically faced in developed countries, including the risk of deposit runs,
notwithstanding the existence of a national deposit insurance scheme. Certain Indian financial institutions have
experienced difficulties during recent years. Some cooperative banks have also faced serious financial and
liquidity crises. The problems faced by individual Indian financial institutions and any instability in or difficulties
faced by the Indian financial system generally could create adverse market perception about Indian financial
institutions and banks. This in turn could adversely affect the Bank’s business, future financial performance and
the price of the Equity Shares.
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According to the RBI’s financial stability report, December 2019, credit growth of scheduled commercial banks
remained subdued at 8.7% year-on-year in September 2019, although private sector banks registered credit growth
of 16.5%. CRAR of the scheduled commercial banks improved to 15.1% in September 2019 from 14.3% in March
2019 after the recapitalization of public sector banks by the Government of India. If the macro economic
conditions in India deteriorate, the system level CRAR may decline significantly.

While the gross NPA ratio of the scheduled commercial banks remained unchanged at 9.3% between March 2019
and September 2019, net NPA ratio of scheduled commercial banks declined in September 2019, reflecting
increased provisioning. The aggregate provision coverage ratio of all scheduled commercial banks increased to
61.5% in September 2019 from 60.5% in March 2019. Macro-stress tests for credit risk show that under the
baseline scenario, the gross NPA ratio of scheduled commercial banks may decrease from 9.3% in September
2019 to 9% by September 2020 primarily due to macroeconomic changes, marginal increase in slippages and the
denominator effect of declining credit growth. Recent developments in the NBFC sector have brought the sector
under greater market discipline as the better performing companies continue to raise funds while those with asset-
liability mismatch issues and/or asset quality concerns are subject to higher borrowing costs.

Major sector indicators as at the dates indicated are provided in the table below:

Public Sector Banks Private Sector Banks Foreign Banks

Growth %/ Growth %/ Growth %/
billion (unless otherwise specified) 2019 Change 2019 Change 2019 Change
DEPOSIS ... 84,862 2.7% 37,700 15.6% 5,819 17.0%
AAVANCES ... 59,263 4.0% 33,275 17.4% 3,967 12.8%
INVESEMENTS.....cooiiiiieciireccens 27,024 -3.2% 12,197 10.5% 3,834 22.4%
Credit deposit ratio .........c.cccevereririrrinas 69.8% + 88 bps 88.3% + 135 bps 68.18% - 257 bps
Net NPA to net Advances..................... 4.8% - 317 bps 2.0% - 126 bps 0.52% + 12 bps
ROAA ..o -0.7% + 20 bps 0.6% - 26 bps 1.5% + 15 bps

Source: IBA, Key Business Statistics; does not include small finance banks

The Bank has little or no control over any of these factors or trends and may be unable to anticipate changes in
economic conditions. Adverse effects on the Indian banking system could impact the Bank’s funding, profitability,
asset quality or NPAs and adversely affect the Bank’s business growth and as a result, impact future financial
performance and the market price of the Equity Shares. In addition, any impact on the banking system as a result
of the ongoing volatility in the financial markets, including the recent slowdown in the Chinese economy, could
have a material adverse impact on the Bank’s business. For further details, see “Industry Overview” on page 149.

The United Kingdom’s withdrawal from the European Union may have a negative effect on global economic
conditions, financial markets and the Bank’s business.

Following a national referendum and enactment of legislation by the government of the United Kingdom, the
United Kingdom formally withdrew from the European Union on 31 January 2020 and entered into a transition
period during which it will continue its ongoing and complex negotiations with the European Union relating to
the future trading relationship between the parties. Significant political and economic uncertainty remains about
whether the terms of the relationship will differ materially from the terms before withdrawal, as well as about the
possibility that a so-called “no deal” separation will occur if negotiations are not completed by the end of the
transition period.

These developments, or the perception that any of them could occur, have had and may continue to have a material
adverse effect on global economic conditions and the stability of global financial markets, and may significantly
reduce global market liquidity, restrict the ability of key market participants to operate in certain financial markets
or restrict the Bank’s access to capital. This could have a material adverse effect on the Bank’s business, financial
condition and results of operations and reduce the price of the Equity Shares.

Indian accounting principles differ from those which prospective investors may be familiar with in other
countries. In addition, the effects of the planned convergence with, and adoption of, IFRS are uncertain.

The Bank’s financial statements as of and for the years ended 31 March 2018, 2019 and 2020 are prepared in
accordance with Indian GAAP, and no attempt has been made to reconcile any of the information given in this
Preliminary Placement Document to any other principles or to base it on any other standards. Indian GAAP differs
from accounting principles with which prospective investors may be familiar in other countries, including the
United States and the United Kingdom. In addition, there may be less publicly available information about Indian
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public companies, such as the Bank, than is regularly made available by public companies in such other countries.
See “-There may be less information available about companies listed on Indian securities markets than about
companies listed on securities markets in other countries ”. Public companies in India, including the Bank, have
been required to prepare financial statements under Ind AS according to the implementation roadmap drawn up
by the Indian Ministry of Corporate Affairs. The Bank may be adversely affected by this transition.

The Ministry of Corporate Affairs, in its press release dated 18 January 2016, issued a roadmap for implementation
of Ind AS converged with IFRS for scheduled commercial banks, insurers, insurance companies and non-banking
financial companies. This roadmap requires all financial institutions (including the Bank) to prepare Ind AS-based
financial statements for the accounting periods beginning from 1 April 2018 onwards with comparatives for the
periods ending 31 March 2018 and thereafter. The RBI, by its circular dated 11 February 2016, required all
scheduled commercial banks to comply with Ind AS for financial statements for the periods stated above.
However, the RBI on 5 April 2018 deferred the applicability of Ind AS by one year for commercial banks. Further,
the RBI on 22 March 2019 deferred the implementation of Ind AS, until further notice.

The RBI does not permit banks to adopt Ind AS earlier than the official implementation timelines. However, the
Bank’s IT systems and other processes are already in the advanced stages of Ind AS implementation.

Ind AS 109 — Financial Instruments (a standard equivalent to International Financial Reporting Standard 9) would
have a significant impact on the way financial assets and liabilities are classified and measured, resulting in
volatility in profit or loss and equity. Ind AS will change, among other things, the Bank’s methodology for
estimating allowances for probable loan losses and for classifying and valuing its investment portfolio and its
revenue recognition policy. There can be no assurance that the Bank’s financial condition, results of operations,
cash flows or changes in shareholders’ equity will not appear materially worse under Ind AS than under current
Indian GAAP.

In the Bank’s transition to Ind-AS reporting, the Bank may encounter difficulties in the ongoing process of
implementing and enhancing its management information systems. Furthermore, there is no significant body of
established practice on which to draw in forming judgements regarding the new system’s implementation and
application. There is also increasing competition for the small number of experienced accounting personnel
familiar with Ind-AS accounting standards as more Indian companies begin to prepare Ind-AS financial
statements. There can be no assurance that the Bank’s adoption of Ind-AS will not adversely affect its reported
results of operations or financial condition, and any failure to successfully adopt Ind-AS could adversely affect
the Bank’s business, financial condition and results of operations.

The Bank’s business may be adversely affected by changes in competition laws in India.

The Competition Act, 2002, as amended from time to time (the “Competition Act”), was enacted for the purpose
of preventing practices having an adverse effect on competition in India, and has mandated the Competition
Commission of India to regulate such practices. Under the Competition Act, such practices include any
arrangement, understanding or action, whether formal or informal, which causes or is likely to cause an
appreciable adverse effect on competition in India is void and may result in substantial penalties. Any agreement
among competitors that directly or indirectly determines purchase or sale prices; directly or indirectly results in
bid rigging or collusive bidding; limits or controls production, supply, markets, technical development, investment
or the provision of services; or shares the market or source of production or provision of services by way of
allocation of geographical area or types of goods or services or number of customers in the relevant market or any
other similar way, is presumed to have an appreciable adverse effect on competition in the relevant market in
India and is void. Furthermore, the Competition Act prohibits the abuse of dominant position by any enterprise.
If it is proved that the contravention committed by a company took place with the consent or connivance or is
attributable to any neglect on the part of, any director, manager, secretary or other officer of such company, that
person shall be guilty of the contravention and may be punished. If the Bank or any of its employees is penalized
under the Competition Act, the Bank’s business may be adversely affected.

If the Bank is affected, directly or indirectly, by the application or interpretation of any provision of the
Competition Act or any enforcement proceedings initiated by the Competition Commission of India or any other
relevant authority under the Competition Act or any claim by any party under the Competition Act or any adverse
publicity that may be generated due to scrutiny or prosecution by the Competition Commission of India, the
Bank’s business and financial performance may be materially and adversely affected.
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The implementation of the General Anti-Avoidance Rules could adversely affect the Bank’s business, future
financial performance, and the trading price of the Equity Shares.

The General Anti-Avoidance Rules (GAAR) provisions became effective on 1 April 2017. GAAR codifies the
principle of substance over form. Under the GAAR provisions, an arrangement the main purpose of which is to
obtain a tax benefit and which lacks commercial substance will be considered as an “impermissible avoidance
arrangement”. In addition, the Bank has to establish that its transactions are not undertaken with the main objective
of tax avoidance but are backed by commercial and economic substance.

As the provisions of GAAR are subjective in nature, its effect on the banking system cannot be determined as at
the date of this Preliminary Placement Document and therefore, there can be no assurance that the implementation
of GAAR would not adversely affect the Bank’s business, future financial performance and the trading price of
the Equity Shares.

Natural calamities, terrorist attacks, civil disturbances, outbreaks of contagious diseases, power outages and
other disruptions could have a negative impact on the Indian economy and could cause the Bank’s business to
suffer and the trading price of the Equity Shares to decrease.

India has experienced natural calamities such as earthquakes, floods and drought in the recent past, with the most
recent example being the global outbreak of COVID-19 described above. The extent and severity of these natural
disasters determine their impact on the Indian economy. For example, in fiscals 2015 and 2016, many parts of
India received significantly less than normal rainfall, which significantly impacted the performance of the
agricultural sector. An erratic monsoon season could also adversely affect sowing operations for certain crops and
result in a decline in the growth rate of the agricultural sector. Prolonged spells of below-normal rainfall in the
country or other natural calamities could have a negative impact on the Indian economy, adversely affecting the
Bank’s business and potentially causing the trading price of the Equity Shares to decrease. For example, recent
floods in the Indian state of Kerala led to the dislocation of the local population, which had have affected normal
functioning of the branches located in that particular region.

In addition, influenza A H5N1 has had a profound effect on the poultry industry and Nipah virus encephalitis, is
an emerging infectious disease of public health importance in Asia. India’s southern state of Kerala was put under
a lot of stress in May 2018 due to an outbreak of the Nipah virus. Asia is home to dynamic systems in which
biological, social, ecological, and technological processes interconnect in ways that enable microbes to exploit
new ecological niches. These processes include population growth and movement, urbanization, changes in food
production, agriculture and land use, water and sanitation, and the effect of health systems through generations of
drug resistance. There can be no assurance that the ongoing situation caused by the COVID-19 pandemic or a
future outbreak of an infectious disease among humans or animals (if any) or any other serious public health
concern will not have a material adverse effect on our business, financial condition and results of operations.

India has from time to time experienced instances of social, religious and civil unrest and hostilities between
neighboring countries. Present relations between India and Pakistan continue to be fragile on the issues of
terrorism, armaments and Kashmir. In April 2019, skirmishes along India’s border with Pakistan and the downing
of an Indian military jet fighter plane significantly escalated tensions between the two countries. India has also
experienced terrorist attacks in some parts of the country. In November 2008, several coordinated shooting and
bombing attacks occurred across Mumbai, India’s financial capital. These attacks resulted in loss of life, property
and business. Military activity or terrorist attacks in the future could influence the Indian economy by disrupting
communications and making travel more difficult and such political tensions could create a greater perception that
investments in Indian companies involve higher degrees of risk. Events of this nature in the future, as well as
social and civil unrest within other countries in Asia, could influence the Indian economy and could have a
material adverse effect on the market for securities of Indian companies, including the Equity Shares.

A number of countries in Asia, including India, as well as countries in other parts of the world, are susceptible to
contagious diseases and, for example, have had confirmed cases of the highly pathogenic H7N9, H5N1 and HIN1
strains of influenza in birds and swine. Certain countries in Southeast Asia have reported cases of bird-to-human
transmission of avian and swine influenza, resulting in numerous human deaths. The World Health Organisation
and other agencies have issued warnings on a potential avian or swine influenza pandemic if there is sustained
human-to-human transmission. Future outbreaks of avian or swine influenza or a similar contagious disease could
adversely affect the Indian economy and economic activity in the region. As a result, any present or future outbreak
of avian or swine influenza or other contagious disease could have a material adverse effect on the Bank’s business
and the trading price of the Equity Shares.
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Risks Relating to the Equity Shares and the Issue

Due to the ongoing lockdown ordered by the Government of India, the execution of this Issue is largely being
undertaken remotely, which may lead to unanticipated risks.

Due to the ongoing lockdown ordered by the Government of India, several aspects relating to the execution of
this Issue are being undertaken remotely. This may lead to unanticipated and unforeseen risks, beyond our control,
which may adversely affect the Issue.

An investment in the Equity Shares is subject to general risks related to investments in Indian companies.

The Bank is incorporated in India and all of its assets and employees are located in India. Consequently, its
business, results of operations, financial condition and the market price of the Equity Shares will be affected by
changes in interest rates in India, policies of the Government of India, including taxation policies along with
policies relating to industry, political, social and economic developments affecting India.

Conditions in the Indian securities market may affect the price or liquidity of the Equity Shares.

The Indian securities markets are less developed and more volatile than securities markets in certain other
economies, especially countries which are members of the Organization for Economic Cooperation and
Development. Indian stock exchanges have in the past experienced substantial fluctuations in the prices of listed
securities. Indian stock exchanges have also experienced problems such as temporary exchange closures, broker
defaults, settlement delays and strikes by brokers. The regulation and monitoring of Indian securities markets and
the activities of investors, brokers and other participants differ, in some cases significantly, from those in Europe
and the United States. In addition, the governing bodies of the Indian stock exchanges have from time to time
restricted securities from trading, limited price movements and restricted margin requirements. Further, disputes
have occurred on occasions between listed companies and the Indian stock exchanges, and other regulatory bodies
that, in some cases, have had a negative effect on market sentiment. If similar problems occur in the future, the
market price and liquidity of the Equity Shares could be adversely affected.

The Indian stock markets are influenced by economic developments and volatility in securities markets in other
countries. Investors’ reactions to developments in one country may have adverse effects on the market price of
securities of companies located in other countries, including India. Negative economic developments in other
emerging market countries, such as rising fiscal or trade deficits, or a default on national debt, may negatively
affect investors’ confidence in India, cause increased volatility in Indian stock markets and cause the price of the
Equity Shares to decline.

Currency exchange rate fluctuations may affect the value of the Equity Shares.

The exchange rate between the Rupee and other foreign currencies, including the U.S. Dollar, the British pound
sterling, the Euro, the Hong Kong Dollar, the Singapore Dollar and the Japanese Yen, has changed substantially
in recent years and may fluctuate substantially in the future. Fluctuations in the exchange rate between the foreign
currencies with which an investor may have purchased Rupees may affect the value of the investment in the
Bank’s Equity Shares. Specifically, if there is a change in relative value of the Rupee to a foreign currency, each
of the following values will also be affected:

. the foreign currency equivalent of the Rupee trading price of the Bank’s Equity Shares in India;

. the foreign currency equivalent of the proceeds that you would receive upon the sale in India of any of
the Bank’s Equity Shares; and

. the foreign currency equivalent of cash dividends, if any, on the Bank’s Equity Shares, which will be
paid only in Rupees.

You may be unable to convert Rupee proceeds into a foreign currency of your choice, or the rate at which any
such conversion could occur could fluctuate. In addition, the Bank’s market valuation could be seriously harmed
by a devaluation of the Rupee if investors in jurisdictions outside India analyze its value based on the relevant
foreign currency equivalent of the Bank’s financial condition and results of operations.

Future issuances or sales of the Equity Shares could dilute your shareholding and significantly affect the
trading price of the Equity Shares.
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The future issuance of Equity Shares by the Bank, the disposal of Equity Shares by any of the Bank’s major
shareholders or the perception that such issuance or sales may occur, may lead to the dilution of your shareholding
in the Bank or significantly affect the trading price of the Equity Shares. These sales could also impair the Bank’s
ability to raise additional capital through the sale of the Bank’s equity securities in the future. The Bank cannot
assure you that it will not issue further Equity Shares or that the shareholders will not dispose of, pledge or
otherwise encumber their Equity Shares. In addition, any perception by investors that such issuances or sales
might occur could also affect the trading price of the Bank’s Equity Shares.

Applicants to the Issue are not allowed to withdraw their Bids after the Bid/Issue Closing Date.

In terms of the SEBI ICDR Regulations, applicants in the Issue are not allowed to withdraw their Bids after the
Bid/Issue Closing Date. The Allotment of Equity Shares in this Issue and the credit of such Equity Shares to the
applicant’s demat account with the depository participant could take approximately seven days and up to 10 days
from the Bid/Issue Closing Date. However, there is no assurance that material adverse changes in the international
or national monetary, financial, political or economic conditions or other events in the nature of force majeure,
material adverse changes in the business, results of operation or financial condition of the Bank, or other events
affecting the applicant’s decision to invest in the Equity Shares, would not arise between the Bid/ Issue Closing
Date and the date of Allotment of Equity Shares in the Issue. Occurrence of any such events after the Bid/Issue
Closing Date could also impact the market price of the Equity Shares. The applicants shall not have the right to
withdraw their Bids in the event of any such occurrence. The Bank may complete the Allotment of the Equity
Shares even if such events may limit the applicants’ ability to sell the Equity Shares after the Issue or cause the
trading price of the Equity Shares to decline.

Foreign investment in the Equity Shares may be restricted due to regulations governing aggregate foreign
investment in the Bank’s paid-up Equity Share capital. Further, acquisition or transfers of the Bank’s Equity
Shares are subject to limits specified by the RBI.

Aggregate foreign investment in a private sector bank is permitted up to 49% of the paid-up capital under the
automatic route. This limit can be increased to 74% of the paid-up capital with prior approval from the
Government of India. Further, at all times, at least 26% of the paid-up share capital of the private sector banks
shall be held by resident Indians. Pursuant to a letter dated 19 July 2016 from the Ministry of Finance, Government
of India, the Bank has received approval for aggregate foreign investment in the Bank up to 74% of its paid up
capital. Further, in accordance with the FEMA Regulations, the aggregate limit of all FPI investments, with effect
from 1 April 2020, is up to the sectoral cap applicable to the sector in which the Bank operates. The restrictions
on the purchases of the Bank’s Equity Shares could negatively affect the price of the Bank’s Equity Shares and
could limit the ability of investors to trade the Bank’s Equity Shares in the market.

Further, in terms of the Banking Regulation Act, 1949, no person can acquire or hold 5% or more of the total paid-
up share capital of the Bank, or be entitled to exercise 5% or more of the total voting rights of the Bank, without
prior approval of the Board and RBI. The RBI, when considering whether to grant an approval, may take into
account all matters that it considers relevant to the application, including ensuring that shareholders whose
aggregate holdings are above specified thresholds meet fit and proper criteria.

Under the foreign exchange regulations currently in force in India, transfers of shares between non-residents and
residents are freely permitted (subject to certain exceptions) if they comply with the requirements specified by the
RBI. If the transfer of shares is not in compliance with such requirements or falls under any of the specified
exceptions, then prior approval of the RBI will be required. Further, in accordance with press note 3 0f 2020, dated
17 April 2020, issued by the Department for Promotion of Industry and Internal Trade, Government of India, the
FDI Policy has been recently amended to state that all foreign direct investments by entities incorporated in a
country which shares land border with India or where the beneficial owner of an investment into India is situated
in or is a citizen of any such country will require prior approval of the Government of India and shall have to be
in conformity with the applicable provisions of the FEMA Regulations.

These limitations and any consequent regulatory actions may also negatively affect the Bank’s ability to raise
additional capital to meet its capital adequacy requirements or to fund future growth through future issuances of
additional Equity Shares, which could have a material adverse effect on its business and financial results. See
“Key Regulations and Policies in India” on page 209.
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Your right to participate in any future rights offerings could be limited, which would cause dilution to your
shareholdings.

A company incorporated in India must offer its holders of equity shares preemptive rights to subscribe and pay
for a proportionate number of shares to maintain their existing ownership percentages prior to the issuance of any
new equity shares, unless these rights have been waived by at least 75.0% of the company’s shareholders present
and voting at a shareholders’ general meeting. If the Bank offers to its shareholders rights to subscribe for
additional Equity Shares or any right of any other nature, the Bank will have discretion as to the procedure to be
followed in making the rights available to the Bank’s shareholders or in disposing of the rights for the benefit of
the Bank’s shareholders and making the net proceeds available to the Bank’s shareholders. The Bank may choose
not to offer the rights to the Bank’s shareholders having an address outside India. For example, the Bank will not
offer such rights to the Bank’s shareholders in the United States unless:

. aregistration statement is in effect, if a registration statement under the Securities Act is required in order
for it to offer such rights to holders and sell the securities represented by such rights; or

. the offering and sale of such rights or the underlying securities to such holders are exempt from
registration under the provisions of the Securities Act.

Whenever the Bank makes a rights or similar offering of the Bank’s Equity Shares, it will evaluate the costs and
potential liabilities associated with, and the Bank’s ability to comply with U.S. regulations, for any such
registration statement and any other factors the Bank considers appropriate. The Bank have no obligation to
prepare or file any registration statement under the Securities Act. If the Bank does not file a registration statement
and no exemption from registration under the Securities Act is available, then U.S. holders of the Bank’s Equity
Shares would be unable to participate in rights or similar offerings and would suffer dilution of their shareholdings.
Consequently, the Bank cannot assure you that you will be able to maintain your proportional interests in the
Equity Shares.

An investor will not be able to sell any of the Equity Shares subscribed in this Issue other than across a
recognized Indian stock exchange for a period of 12 months from the date of the issue of the Equity Shares.

Pursuant to the SEBI ICDR Regulations, for a period of 12 months from the date of the issue of the Equity Shares
in this Issue, QIBs subscribing to the Equity Shares may only sell their Equity Shares on the NSE or the BSE and
may not enter into any off-market trading in respect of these Equity Shares. The Bank cannot be certain that these
restrictions will not have an impact on the price of the Equity Shares. Further, allotments made to certain categories
of Eligible QIBs in the Issue are subject to the rules and regulations that are applicable to them, including in
relation to lock - in requirements. This may affect the liquidity of the Equity Shares purchased by such investors
and it is uncertain whether these restrictions will adversely impact the market price of the Equity Shares purchased
by investors.

Rights of shareholders under Indian laws may differ from the laws of other jurisdictions.

The Bank’s articles of association and Indian law govern the Bank’s corporate affairs. Indian legal principles
related to corporate procedures, directors’ fiduciary duties and liabilities, and shareholders’ rights may differ from
those that would apply to a company in another jurisdiction. Shareholders’ rights including in relation to class
actions, under Indian law may not be as extensive as shareholders’ rights under the laws of other countries or
jurisdictions.

Investors may have difficulty enforcing foreign judgments in India against the Bank or its management.

The Bank was constituted under the Companies Act, 1956 and is an existing company within the meaning of the
Companies Act, 2013. Substantially all of the Bank’s directors and executive officers and some of the experts
named herein are residents of India and a substantial portion of the assets of the Bank and such persons are located
in India. As a result, it may not be possible for investors to effect service of process on the Bank or such persons
in jurisdictions outside of India, or to enforce against them judgments obtained in courts outside of India
predicated upon civil liabilities of the Bank or such directors and executive officers under laws other than Indian
Law.

India has reciprocal recognition and enforcement of judgments in civil and commercial matters with a limited

number of jurisdictions, such as the United Kingdom; however, no reciprocity has been established with the United
States. In order to be enforceable, a judgment from a jurisdiction with reciprocity must meet certain requirements
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of the Indian Code of Civil Procedure, 1908 (the “Civil Procedure Code”). The Civil Code only permits the
enforcement and execution of monetary decrees in the reciprocating jurisdiction, not being in the nature of any
amounts payable in respect of taxes, other charges, fines or penalties. Judgments or decrees from jurisdictions
which do not have reciprocal recognition with India cannot be enforced by proceedings in execution in India.
Therefore, a final judgment for the payment of money rendered by any court in a non-reciprocating territory for
civil liability, whether or not predicated solely upon the general laws of the non-reciprocating territory, would not
be enforceable in India. Even if an investor obtained a judgment in such a jurisdiction against us, the Bank’s
officers or directors, it may be required to institute a new proceeding in India and obtain a decree from an Indian
court. However, the party in whose favor such final judgment is rendered may bring a fresh suit in a competent
court in India based on a final judgment that has been obtained in a non-reciprocating territory within three years
of obtaining such final judgment. Generally, there are considerable delays in the disposal of suits by Indian courts.

It is unlikely that a court in India would award damages on the same basis as a foreign court if an action were to
be brought in India. Furthermore, it is unlikely that an Indian court would enforce foreign judgments if that court
was of the view that the amount of damages awarded was excessive or inconsistent with Indian practice. A party
seeking to enforce a foreign judgment in India is required to obtain prior approval from the RBI to repatriate any
amount recovered. Any judgment in a foreign currency would be converted into Indian Rupees on the date of the
judgment and not on the date of the payment. For further details, see “Enforcement of Civil Liabilities” on page
20. The Bank cannot predict whether a suit brought in an Indian court will be disposed of in a timely manner or
be subject to considerable delays.

The Bank’s ability to pay dividends in the future will depend upon applicable RBI regulations and its future
earnings, financial condition, cash flows, working capital requirements and capital expenditures.

The Bank’s future ability to pay dividends will depend on the earnings, financial condition and capital
requirements (as impacted by Basel 11l requirements) of the Bank. Dividends distributed by the Bank will attract
dividend distribution tax at rates applicable from time to time. For instance, the Bank did not pay dividend during
fiscal 2018. There can be no assurance that the Bank will generate sufficient income to cover its operating expenses
and pay dividends to its shareholders, or at all. In addition, dividends that the Bank has paid in the past may not
be reflective of the dividends that it may pay in a future period. The Bank’s future dividend policy will depend on
its revenues, profits, cash flow, financial condition, capital requirements and other factors. For further information,
see “Dividends” and “Regulations and Policies in India” on pages 107 and 209, respectively.

Under the Indian law, dividends may be paid out of profits earned during the year or out of accumulated profits
earned by a company in previous years and transferred by it to its reserves (subject to certain conditions). Any
accumulated profits that are not distributed in a given year are retained and may be available for distribution in
subsequent years. Further, pursuant to a notification dated 17 April 2020, the RBI has restricted banks from making
any further dividend pay outs from the profits pertaining to fiscal 2020 until further instructions, in order to enable
banks to conserve capital to retain capacity to support the economy and absorb losses. Accordingly, the Bank will
only be able to pay dividends from the profits pertaining to fiscal 2020 once permitted by the RBI.

There may be less information available about companies listed on Indian securities markets than about
companies listed on securities markets in other countries.

The Bank’s Equity Shares are not listed on any stock exchange outside India. There is a difference between the
level of regulation, disclosure and monitoring of the Indian securities markets and the activities of investors,
brokers and other participants, and that of markets in the U.S. and other more developed economies. SEBI is
responsible for ensuring and improving disclosure and other regulatory standards for the Indian securities markets.
SEBI has issued regulations and guidelines on disclosure requirements, insider trading and other matters. There
may be less publicly available information about Indian public companies than is regularly disclosed by public
companies in other countries with more mature securities markets. As a result, you may have access to less
information about the Bank’s business, results of operations and financial conditions on an ongoing basis than
you may have in the case of companies subject to reporting requirements of other countries.

Statistical and industry data in this document may be incomplete or unreliable.

Neither the Bank nor the Book Running Lead Managers nor any person related to this offering have independently
verified data obtained from industry publications and other industry sources referred to in this document and
therefore, while the Bank believes such data to be true, the Bank cannot assure you that such data is complete or
reliable. Such data may also be produced on different bases from those used in the industry publications the Bank
has referenced. Therefore, discussions of matters relating to India, its economy and the industries in which the
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Bank currently operates are subject to the caveat that the statistical and other data upon which such discussions
are based may be incomplete or unreliable and prospective investors are advised not to place undue reliance on
such data. See “Representations by Investors ” on page 5.

The price of the Equity Shares may be volatile, which could result in substantial losses for investors acquiring
the Equity Shares in the Issue.

The market price of the Equity Shares may be volatile and could fluctuate significantly and rapidly in response
to, among others, the following factors, some of which are beyond the Bank’s control:

Q) volatility in the Indian and global securities market or in the value of the Rupee relative to the U.S. Dollar,
the Euro and other foreign currencies;

(ii) the Bank’s profitability and performance;

(iii) changes in financial analysts‘ estimates of the Bank’s performance or recommendations;

(iv) perceptions about the Bank’s future performance or the performance of Indian companies in general;
(V) performance of the Bank’s competitors and the perception in the market about investments in the

financial sector;
(vi) adverse media reports about us or the Indian financial sector;
(vii) significant developments in India‘s economic liberalization and deregulation policies;
(viii)  significant developments in India‘s fiscal and environmental regulations;
(ix) economic developments in India and in other countries; and
(x) any other political or economic factors.

These fluctuations may be exaggerated if the trading volume of the Equity Shares is low. Volatility in the price of
the Equity Shares may be unrelated or disproportionate to the Bank’s results of operations. It may be difficult to
assess the Bank’s performance against either domestic or international benchmarks.

Indian stock exchanges, including the Stock Exchanges, have experienced substantial fluctuations in the prices of
listed securities and problems such as temporary exchange closures, broker defaults, settlement delays and strikes
by brokers. Further, certain restrictions have, in the past, been imposed on trading in certain securities, limitations
on price movements and margin requirements. Further, disputes have occurred between listed companies, stock
exchanges and other regulatory bodies, which in some cases may have had a negative effect on market sentiment.
If such or similar problems were to continue or recur, they could affect the market price and liquidity of the
securities of Indian companies, including the Equity Shares.

There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect a
shareholder’s ability to sell, or the price at which it can sell, the Equity Shares at a particular point in time.

The price of the Bank’s Equity Shares will be subject to a daily circuit breaker imposed on listed companies by
all stock exchanges in India, which does not allow transactions beyond a certain level of volatility in the price of
the Equity Shares. This circuit breaker operates independently of the index-based market-wide circuit breakers
generally imposed by the SEBI on Indian stock exchanges. The percentage limit on the Bank’s circuit breaker is
set by the stock exchanges based on the historical volatility in the price and trading volume of the Equity Shares.
The stock exchanges are not required to, and do not, inform us of the percentage limit of the circuit breaker from
time to time, and may change it without the Bank’s knowledge. This circuit breaker effectively limits upward and
downward movements in the price of the Equity Shares. As a result, shareholders* ability to sell the Equity Shares,
or the price at which they can sell the Equity Shares, may be adversely affected at a particular point in time.

Investors may be liable to pay tax on capital gains arising from the sale of the Equity Shares and their ability
to acquire, sell or transfer Equity Shares offered in the Issue is restricted.

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of listed equity
shares held for a period of more than 12 months in an Indian company are subject to long-term capital gains tax
in India. Similarly, capital gain realized from the sale of listed equity shares held for a period of 12 months or less
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is subject to short-term capital gains tax in India. Further, the Finance Act, 2018 introduced taxes on long term
capital gains exceeding X 100,000 arising from the sale of listed equity shares on or after 1 April 2018. Subject to
certain exceptions, a benefit of lower tax is available where Securities Transaction Tax (STT) has been paid on
the acquisition and the transfer of such shares. Unrealized capital gains earned on listed equity shares up to 31
January 2018 continue to be tax-exempt. Further, STT will be levied on and collected by an Indian stock exchange
if the Bank’s equity shares are sold on a stock exchange.

In the case of a non-resident shareholder, capital gains arising from the sale of equity shares of an Indian company
will be exempt from taxation in India in cases where the exemption from taxation in India is provided under a
treaty between India and the country of the selling shareholder’s residence. However, Indian tax treaties generally
do not limit India’s ability to impose tax on capital gains. As such, selling shareholders that are residents of other
countries may be liable for tax in India as well as in their own jurisdiction on gains from the sale of the Bank’s
Equity Shares. However, depending on the prevailing tax laws of such shareholder’s country of residence, the
shareholder may be given tax credits for taxes payable in India against the taxes paid by him or her in his or her
country of residence, thereby reducing such shareholder’s overall tax liability.

In addition, no actions have been taken to permit a public offering of the Bank’s Equity Shares offered in the Issue
in any jurisdiction. As such, an investor’s ability to acquire Equity Shares offered in the Issue is restricted by the
distribution and solicitation restrictions set forth in this Preliminary Placement Document. For further information,
please see “Selling Restrictions” on page 264. Furthermore, the Bank’s Equity Shares offered in the Issue are
subject to restrictions on transferability and resale. For details, please see “Transfer Restrictions” on page 273.
An investor is required to inform himself or herself about and observe these restrictions. The Bank’s
representatives, the Bank’s agents and the Bank will not be obligated to recognize any acquisition, transfer or
resale of the Bank’s Equity Shares offered in the Issue made other than in compliance with applicable law.

Prospective investors should read this Preliminary Placement Document carefully and base any investment
decision on the information about the Bank and its business contained herein.

There may be independent press coverage about the Bank that may have included projections, valuations and
other forward-looking information relating to the Bank, its business and the Issue. The Bank does not accept any
responsibility for the accuracy or completeness of such press articles and the prospective investors are cautioned
against placing any reliance on any such information relating to the Bank, its business and the Issue. Additionally,
there may also be information available in the public domain with respect to the Bank’s operations which is based
on management estimates and may be subjective in nature. Prospective investors should read this Preliminary
Placement Document carefully and base any investment decision on the information about the Bank, its business
and the Issue contained herein.

The Bank may be classified as a passive foreign investment company (“PFIC”) for U.S. federal income tax
purposes, which could result in adverse U.S. federal income tax consequences to U.S. holders of Equity Shares.

The Bank will be classified as a PFIC for any taxable year if either: (a) at least 75% of its gross income is “passive
income” for purposes of the PFIC rules or (b) at least 50% of the value of its assets (determined on the basis of a
quarterly average) is attributable to assets that produce or are held for the production of passive income. Passive
income for this purpose generally includes, among other things, dividends, interest, royalties, rents and gains from
commodities and securities transactions and from the sale or exchange of property that gives rise to passive
income; however, under proposed U.S. Treasury Regulations and a notice from the U.S. Internal Revenue Service,
special rules apply to income derived in the active conduct of a banking business. Based on the current and
anticipated composition of the income, assets (including their expected values) and operations of the Bank and its
subsidiaries and the application to the Bank and its subsidiaries of the relevant PFIC rules governing banks referred
to above, the Bank does not expect to be treated as a PFIC for the current taxable year or in the foreseeable future.
Whether the Bank is treated as a PFIC is a factual determination that must be made annually after the close of
each taxable year. This determination will depend on, among other things, the composition of the income and
assets, as well as the value of the assets (which may fluctuate with the Bank’s market capitalization) of the Bank
and its subsidiaries from time to time. In addition, the manner in which the PFIC rules governing banks apply to
the Bank and its subsidiaries is unclear in some respects. Some of the administrative guidance governing the
application of the PFIC rules to banks is in the form of proposed U.S. Treasury Regulations and may change
significantly when finalized, and new or revised regulations or pronouncements interpreting or clarifying the PFIC
bank provisions may be forthcoming. Therefore, there can be no assurance that the Bank will not be classified as
a PFIC in any taxable year. If the Bank were treated as a PFIC for any taxable year during which a U.S. Holder
held Equity Shares, certain adverse U.S. federal income tax consequences could apply to such U.S. Holder. See
“Taxation—United States Federal Income Taxation”.
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Withholding may be imposed on payments on the Equity Shares under the U.S. Foreign Account Tax
Compliance Act.

Certain U.S. tax provisions commonly referred to as FATCA may impose 30% withholding on “foreign passthru
payments” made by a “foreign financial institution” (an “FFI”"). Under current guidance, the term “foreign passthru
payment” is not defined and it is therefore not clear whether or to what extent payments on the Equity Shares
would be considered foreign passthru payments. Withholding on foreign passthru payments would not be required
with respect to payments made before the date that is two years after the date of publication in the Federal Register
of final regulations defining the term “foreign passthru payment.” The United States has entered into an
intergovernmental agreement with India (the “IGA”) which potentially modifies the FATCA withholding regime
described above. The Bank has registered as an FFI with the U.S. Internal Revenue Service and believes that it
and its subsidiaries may be subject to diligence, reporting and withholding obligations under the FATCA rules and
the IGA. It is not yet clear how the IGA will address foreign passthru payments. Prospective investors in the
Equity Shares should consult their tax advisors regarding the potential impact of FATCA, the IGA and any non-
U.S. legislation implementing FATCA, on their investment in the Equity Shares. See “Taxation—United States
Federal Income Taxation”.

If a United States person is treated as owning at least 10% of the Equity Shares, such holder may be subject to
adverse U.S. federal income tax consequences.

If a United States person is treated as owning (directly, indirectly, or constructively) at least 10% of the value or
voting power of the Equity Shares, such person may be treated as a “United States shareholder” with respect to
our “controlled foreign corporations” (“CFC”) in our group (if any). Under current law, if the Bank has one or
more U.S. subsidiaries, certain of its non-U.S. subsidiaries could be treated as CFCs regardless of whether or not
the Bank is treated as a CFC (although there is currently a pending legislative proposal to significantly limit the
application of these rules). A United States shareholder of a CFC may be required to report annually and include
in its U.S. taxable income its pro rata share of “Subpart F income,” “global intangible low-taxed income,” and
investments in U.S. property by CFCs, regardless of whether the Bank makes any distributions. An individual that
is a United States shareholder with respect to a CFC generally would not be allowed certain tax deductions or
foreign tax credits that would be allowed to a United States shareholder that is a U.S. corporation. Failure to
comply with these reporting obligations may subject a United States shareholder to significant monetary penalties
and may prevent the statute of limitations with respect to such United States shareholder’s U.S. federal income
tax return for the year for which reporting was due from starting. The Bank cannot provide any assurances that it
will assist holders of the Equity Shares in determining whether any of its non-U.S. subsidiaries is treated as a CFC
or whether any holder of the Equity Shares is treated as a United States shareholder with respect to any such CFC
or furnish to any United States shareholders information that may be necessary to comply with the aforementioned
reporting and tax paying obligations. The U.S. Internal Revenue Service provided limited guidance on situations
in which investors may rely on publicly available information to comply with their reporting and tax paying
obligations with respect to foreign-controlled CFCs. A U.S. Holder should consult its advisors regarding the
potential application of these rules to an investment in the Equity Shares.
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MARKET PRICE INFORMATION

As on the date of this Preliminary Placement Document, 2,822,027,474 Equity Shares have been issued and are
outstanding. The Equity Shares are listed and actively traded on NSE under the symbol AXISBANK and BSE
under the number 532215. The Equity Shares were listed on NSE and BSE on 16 November 1998 and 19
November 1998 respectively. The Equity Shares were listed on ASE on 1 December 1998 and were voluntarily
delisted from ASE with effect from 17 August 2009. As at 30 June 2020, there were 710,446 holders of record of
the Bank’s equity shares, of which 891 had registered addresses in the United States and held an aggregate of
392891 equity shares.

The Bank’s GDRs, each representing 43,491,000 equity shares, were originally issued in March and April 2005
in a public offering and are listed and traded on the London Exchange under the symbol AXB. The equity shares
underlying the GDRs are listed on the BSE and NSE. As at 30 June 2020, the Bank had approximately 53.17
million GDRs, equivalent to about 53.17 million equity shares, outstanding.

The tables set forth below indicate the high and low prices of the Equity Shares and the volume of trading activity
for the specified periods. As the Equity Shares are actively traded on the NSE and the BSE, the stock market data
has been given separately for each of these Stock Exchanges. As on 31 July 2020 the closing prices of the Equity
Shares on the NSE and the BSE were ¥ 431.65 and ¥ 431.60 per Equity Share, respectively.

A Market price information during the last three years

The following tables set forth the reported high, low and average market prices and the trading volumes of the
Equity Shares on the Stock Exchanges on the dates on which such high and low prices were recorded and the
total trading volumes for the years 2020, 2019 and 2018:

NSE
Fiscal High Date of High No. of Total Low Date of Low No. of Total Average Total volume of Equity
Year Equity Volume of Equity Volume price for Shares traded in the Fiscal
Shares Equity Shares of Equity the year years
traded on Shares traded on Shares
date of traded on date of traded
high date of high low on date
of low
®@® ®in ®) Q) ®in ®Q) In ®in
million) million) number million)
2020 822.8 04-Jun-2019 9,515,354 7,787  303.15 24-Mar-2020 50,683,611 15,783 713.10 2,785,548,477 1,830,767
2019 780.7 28-Mar-2019 16,643,818 12,903 492.25 04-Apr-2018 6,047,813 3,006 604.17 2,481,587,978 1,522,658
2018 620.1 23-Jan-2018 14,286,343 8,852 449.95 23-Oct-2017 21,127,981 9,551 523.65 1,899,398,312 989,300

(Source: www.nseindia.com)

1. High and low prices in the above tables are of the daily closing prices. In case of two days with the same high or low price, the date with the higher volume
has been chosen
2. In the case of a year, average represents the average of the closing prices of all trading days of each year presented.

BSE
Fiscal High Date of High No. of Total Low Date of Low No. of Total Average Total volume of Equity
Year Equity Volume of Equity Volume of price Shares traded in the Fiscal
Shares Equity Shares Equity for the years
traded Shares traded Shares year
on date traded on on date traded on
of high date of of low date of
high low
®W ®in ®)(@Q) ®in ®@Q) In ®in
million) million) number million)
2020 821.4 04-Jun-2019 875,746 713 303.15 24-Mar-2020 1,748,413 542 713.04 96,538,282 63,917
2019 780.2 28-Mar-2019 501,818 386 490.15 04-Apr-2018 356,280 177 603.91 161,578,995 99,092
2018 618.9 23-Jan-2018 822,119 509  449.9 23-Oct-2017 931,960 421 523.41 124,743,588 65,093

(Source: www.bseindia.com)

1. High and low prices in the above tables are of the daily closing prices. In case of two days with the same high or low price, the date with the higher
volume has been chosen

2. In the case of a year, average represents the average of the closing prices of all trading days of each year presented.
NSE
Month High Date of No. of Total Low Date of Low No. of Total Average Total volume of Equity
High Equity Volume of Equity Volume of price Shares traded in the
Shares Equity Shares Equity for the Fiscal years
traded on Shares traded on Shares year
date of traded on date of traded on
high date of high low date of low
®W ®in ®)(1) ®In ®)(1) In ®in
million) million) number million)
February,2020 755.25 12-Feb-2020 6,190,440 4,684 697.3 28-Feb-2020 16,428,944 11,599 732.17 150,402,508 109,673
March, 2020 687.15 03-Mar- 11,198,145 303.15 24-Mar-2020 50,683,611 15,783 497.99 656,800,997 285,799
2020 7,678
April, 2020 478.8 17-Apr-2020 47,831,855 21,411 325.45 03-Apr-2020 41,317,685 14,176 418.36 757,458,478 316,474
May, 2020 414.00 13-May- 48,206,377 336.95 22-May-2020 48,368,474 16,581 379.22 826,526,780 315,060
2020 19,715
June, 2020 443.65 23-Jun-2020 30,757,921 13,465 381.55 16-Jun-2020 96,190,274 36,541 411.60 990,689,249 406,330
July 2020 478.95 22-Jul-2020 89,612,153 42,237 417.70 14-Jul-2020 25,686,686 10841 438.59 813,564,048 358,755
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(Source: www.nseindia.com)

1. High and low prices in the above tables are of the daily closing prices. In case of two days with the same high or low price, the date with the higher
volume has been chosen
2. In the case of a month, average represents the average of the closing prices of all trading days of each month presented.

February, 755.15  12- 96,028 263,615 3,393,428 2,478

2020 Feb- 2020
2020

March,2020  687.25  03- 206,182 141 303.15  24- 1,748,413 497.93 21,427,933 8,973
Mar- Mar-
2020 2020 542

April, 2020 480.05  17- 16,549,38 746 325.6 03- 980,697 333 418.42 25,687,269 10,773
Apr- Apr-
2020 2020

May, 2020 41385 13- 1,477,333 605 337.1 22- 1,934,421 663 379.22 31,539,017 12,007
May- May-
2020 2020

June, 2020 44345  23- 905,014 396 38145  16- 2,910,476 1105 411.54 32,815,049 13,458
June- June-
2020 2020

July 2020 479.05  22- 2,967,187 1400 418.00  14- 1,409,881 595 438.64 31,488,441 13,855
Jul- Jul-
2020 2020

(Source: www.bseindia.com)

1. High and low prices in the above tables are of the daily closing prices. In case of two days with the same high or low price, the date with the higher
volume has been chosen.
2. In the case of a month, average represents the average of the closing prices of all trading days of each month presented.

B. Market price on 3 July 2020 the first working day following the Board meeting held on 2 July 2020
approving the Issue:

3 July 2020 430.00 431.60 423.65 428.45 31,044,470
(Source:www.nseindia.com)

13,279,294,778

3 July 2020 430.00 1,605,810 687,030,145
(Source: www.bseindia.com)
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USE OF PROCEEDS

The gross proceeds of the Issue are X [e] million. After deducting fees, commissions and expenses of the Issue of
approximately X [®] million, the net proceeds of the Issue are approximately X [®] million (“Net Proceeds”).

Purpose of the Issue

Subject to compliance with applicable laws and regulations, the Bank intends to use the Net Proceeds to enhance
its capital adequacy, in accordance with regulatory requirements, its growth strategy, addressing risks emanating
from the Covid -19 pandemic and for general corporate purposes, in accordance with applicable law.

Neither the Promoters nor any of the Directors are making any contribution either as part of the Issue or separately
in furtherance of the objects of the Issue, as on the date of this Preliminary Placement Document.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the capitalisation and indebtedness of the Bank on a standalone basis as at 30 June
2020 and shows the effect of adjusting for the Issue.

This capitalisation table should be read together with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations 7, “Select Statistical Information” and “Financial Information” on pages
108, 40 and 342 respectively. Except as disclosed in “Capital Structure” on page 103, there have been no material
changes in the capitalisation and indebtedness of the Bank since 30 June 2020.

As at 30 June 2020 As Adjusted®
(X in millions) (X in millions)
Indebtedness®
— Deposits® 6,281,503 6,281,503
— Borrowings® 1,428,360 1,428,360
— Subordinated debt® 175,050 175,050
— Perpetual debt® 70,000 70,000
Total Indebtedness 7,709,863 7,709,863
Shareholders’ Funds
— Share Capital® 5,644 [e]
— Reserves and Surplus 855,065 [e]
Total Shareholders’ Funds 860,709 [e]
Total Capitalisation® 8,570,572 [e]

(1) Include both short-term and long term.

(2) Deposits include both demand and time deposits.

(3) Borrowings include subordinated debt, perpetual debt and Upper Tier Il instruments.

(4) As at 30 June 2020 there were 2,822,022,959 equity shares at 22 par value outstanding.

(5) Contingent liabilities (as per the Banking Regulation Act and Accounting Standard 29) as at 30 June, 2020 amounted to < 9,161,850
million.

(6) 30 June 2020 numbers as adjusted to show the number of Equity Shares issued in the Issue.
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CAPITAL STRUCTURE

The Equity Share capital of the Bank as at the date of this Preliminary Placement Document is set out below:

(In 2, except share data)

Particulars Aggregate value at face value
(except for securities
premium account)
AUTHORISED SHARE CAPITAL
4,250,000,000 Equity Shares of face value of X 2 each 8,500,000,000

ISSUED, PAID-UP AND SUBSCRIBED SHARE CAPITAL BEFORE THE
ISSUE
2,822,027,474 Equity Shares of face value of % 2 each 5,644,054,948

PRESENT ISSUE IN TERMS OF THIS PRELIMINARY PLACEMENT
DOCUMENT
[e] Equity Shares aggregating to % [e] million®)® [o]

PAID-UP SHARE CAPITAL AFTER THE ISSUE

[e] Equity Shares® [o]
SECURITIES PREMIUM ACCOUNT

Before the Issue* 411,488,486,097.31
After the Issue® [o]

“Ason 31 July 2020.

@ The Issue has been authorised by the Board of Directors on 2 July 2020 and the Shareholders pursuant to their resolution passed at the
26" Annual General Meeting held on 31 July 2020..
@ To be determined upon finalisation of the Issue Price.
© The securities premium amount after the Issue is calculated on the basis of gross proceeds from the Issue. Adjustments do not include Issue

related expenses. To be included upon determination of the Issue Price.

Equity Share Capital History of the Bank

The history of the equity share capital of the Bank is provided in the following table (excluding allotments
pursuant to exercise of options under the employee stock option schemes, details of which have been
given in Table 11 below):

Date of allotment / Number of Face value Issue price per Nature of Nature of allotment
transaction equity per equity  equity share (%) consideration
shares share }) (cash / other than
cash)

3 December 1993 70 10.00 10.00 Cash Subscription to the
MOA

2 April 1994 100,000,000 10.00 10.00 Cash Issue of equity shares to
Unit Trust of India

28 September 1994 7,500,000 10.00 10.00 Cash Issue of equity shares to
LIC

28 September 1994 1,500,000 10.00 10.00 Cash Issue of equity shares to
the GIC

28 September 1994 1,500,000 10.00 10.00 Cash Issue of equity shares to
the NIA

26 October 1994 1,500,000 10.00 10.00 Cash Issue of equity shares to
ullC

26 October 1994 1,500,000 10.00 10.00 Cash Issue of equity shares to
NIC

26 October 1994 1,500,000 10.00 10.00 Cash Issue of equity shares to
the Oriental Insurance

23 October 1998 16,903,100 10.00 21.00 Cash Initial public offering of
equity shares by the
Bank

31 December 2001 46,350,000 10.00 34.00 Cash Preferential allotment

28 March 2002 11,578,760 10.00 39.04 Cash Preferential allotment

30 March 2002 1,980,940 10.00 39.04 Cash Preferential allotment

28 March 2003 38,362,834 10.00 42.75 Cash Preferential allotment
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Date of allotment /
transaction

21 March 2005
25 April 2005
27 July 2007

27 July 2007
27 July 2007
24 September 2009

24 September 2009
24 September 2009
20 October 2012

4 February 2013
4 February 2013

Number of

equity
shares

40,490,300
3,000,700
28,264,934

14,132,466
30,695,129
33,044,500

5,055,500
3,976,632
12,090,000

5,837,945
34,000,000

Face value
per equity
share )

10.00
10.00
10.00

10.00
10.00
10.00

10.00
10.00
10.00

10.00
10.00

Issue price per
equity share )

256.65
256.65
620.00

620.00
620.00
906.70

906.70
906.70

1390.00
1390.00

Nature of
consideration
(cash / other than
cash)

Cash
Cash
Cash

Cash
Cash
Cash

Cash
Cash
Other than cash

Cash
Cash

Nature of allotment

GDR issue

GDR issue

Issue of equity shares
through qualified
institutions placement
GDR issue

Preferential allotment
Issue of equity shares

through qualified
institutions placement
GDR issue

Preferential allotment

Equity shares allotted
pursuant to the scheme
of arrangement among
the Bank, Enam
Securities Private
Limited, Axis Securities
and Sales Limited and

their respective
shareholders and
creditors

Preferential allotment
Issue of equity shares
through qualified
institutions placement

Pursuant to an ordinary resolution passed by the Board of Directors on 24 April 2014 and a special resolution, passed by the
shareholders on 27 June 2014, the Bank sub-divided the face value of its equity shares from X 10 each to % 2 each.

18 December 2017
18 December 2017
18 December 2017
18 December 2017
18 December 2017
18 December 2017
18 December 2017
18 December 2017
29 May 2019

55,600,000
31,900,000
5,998,000
226,884
5,308,000
42,872,967
565,899
22,857,142
45,357,385

2.00
2.00
2.00
2.00
2.00
2.00
2.00
2.00
2.00

525.00
525.00
525.00
525.00
525.00
525.00
525.00
525.00
565.00

Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash

Preferential allotment
Preferential allotment
Preferential allotment
Preferential allotment
Preferential allotment
Preferential allotment
Preferential allotment
Preferential allotment
Issuance  of  equity
shares upon conversion
of warrants issued on a
preferential basis

Equity shares allotted in the one year immediately preceding this Preliminary Placement Document

26 September 2019

198,728,139

2.00

629.00

Cash

Issue of equity shares
through qualified
institutions placement

Il. The following table sets forth a half-yearly summary of the allotments of equity shares made by the Bank
pursuant to exercise of stock options granted under various employee stock option schemes:

Quarter during which allotments

were made

1 January 2003 to 30 June 2003
1 July 2003 to 31 December 2003
1 January 2004 to 30 June 2004
1 July 2004 to 31 December 2004
1 January 2005 to 30 June 2005
1 July 2005 to 31 December 2005
1 January 2006 to 30 June 2006
1 July 2006 to 31 December 2006
1 January 2007 to 30 June 2007
1 July 2007 to 31 December 2007

No. of Equity

Shares Allotted

118,190
707,580
1,296,761
521,265
1,813,365
447,135
1,556,537
1,066,136
1,456,106
1,626,089

Face value )

10
10
10
10
10
10
10
10
10
10

®)
29.68-38.63
29.68-38.63
29.68-39.77
29.68-39.77
29.68- 97.62
29.68- 97.62
29.68- 232.10
29.68- 232.10
29.68 — 319.00
29.68 —319.00

Range of price
per equity share

Consideration
(Cash / Other
than cash)
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
Cash
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Quarter during which allotments
were made

1 January 2008 to 30 June 2008

1 July 2008 to 31 December 2008
1 January 2009 to 30 June 2009

1 July 2009 to 31 December 2009
1 January 2010 to 30 June 2010

1 July 2010 to 31 December 2010
1 January 2011 to 30 June 2011

1 July 2011 to 31 December 2011
1 January 2012 to 30 June 2012

1 July 2012 to 31 December 2012
1 January 2013 to 30 June 2013

1 July 2013 to 31 December 2013
1 January 2014 to 30 June 2014

1 July 2014 to 21 July 2014
Pursuant to an ordinary resolution passed by the Board of Directors on 24 April 2014 and a special resolution, passed by
the shareholders on 27 June 2014, the Bank sub-divided the face value of its equity shares from X 10 each to X 2 each.

12 August 2014 to 31 December 2014

1 January 2015 to 30 June 2015
1 July 2015 to 31 December 2015
1 January 2016 to 30 June 2016
1 July 2016 to 31 December 2016
1 January 2017 to 30 June 2017
1 July 2017 to 31 December 2017
1 January 2018 to 30 June 2018
1 July 2018 to 31 December 2018
1 January 2019 to 30 June 2019
1 July 2019 to 31 December 2019
1 January 2020 to 31 July 2020

No. of Equity
Shares Allotted

1,196,134
411,398
787,804

1,792,399

3,809,711

2,458,045

1,980,300
693,980

1,716,146
774,687

1,859,950
392,776

2,123,700
182,781

5,504,948
12,027,489
3,618,403
8,362,458
4,106,620
5,629,721
1,781,886
3,816,344
1,969,085
4,252,355
1,505,313
2,274,511

Face value %)

10
10
10
10
10
10
10
10
10
10
10
10
10
10

2

NN NN NDNDNNDNDND

Range of price

Consideration

per equity share (Cash / Other
® than cash)
29.68-468.90 Cash
39.77-468.90 Cash
39.77-824.40 Cash
97.62-824.40 Cash
97.62-824.40 Cash
232.10 - 824.40 Cash
232.10-1159.30 Cash
319.00 -1159.30 Cash
319.00 -1159.30 Cash
468.90-1447.55 Cash
468.90- 1447.55 Cash
503.25-1159.30 Cash
503.25-1447.55 Cash
503.25-1447.55 Cash

100.65-289.51 Cash
100.65-306.54 Cash
181.45-306.54 Cash
217.33-535.00 Cash
217.33-535.00 Cash
217.33-469.90 Cash
217.33-535.00 Cash
217.33-535.00 Cash
250.00-535.00 Cash
288.96-535.00 Cash
306.54- 535.00 Cash
306.54- 535.00 Cash

Except as stated in “- Equity Share Capital History of the Bank™ on page 103, the Bank has not made any
allotment of Equity Shares in the one year immediately preceding the date of filing of this Preliminary Placement

Do

cument.

Proposed Allottees in the Issue

In compliance with the requirements of Chapter V1 of the SEBI ICDR Regulations, Allotment shall be made by
the Bank, in consultation with the Book Running Lead Managers, to Eligible QIBs only, on a discretionary basis.

The names of the proposed Allottees and the percentage of post-Issue share capital that may be held by them will
be included in the Placement Document.

Sr.

No.
1. [e]
2. [e]
3. [e]

Name of the proposed Allottees

Percentage of the post-lssue share
capital (%)"

" Based on beneficiary position as on [e], 2020

(Note: The above table has been intentionally left blank and will be filled-in before the filing of the Placement Document with the Stock

Excl

hanges)

Pre-1ssue and post-Issue shareholding pattern

The pre-lIssue and post-Issue shareholding pattern of the Bank is set forth below.

Sr. Category
No.
A.  Promoters’ holding
1. Indian
Individual
Financial institutions
Sub-total

Pre-Issue (As at

No. of Equity Shares held

24 July 2020)

Nil

442,776,936
44,277,6936

% of share
holding

15.69
15.69

Post-Issue”

No. of Equity % of share
Shares held holding
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Sr. Category Pre-Issue (As at 24 July 2020) Post-Issue”

No. No. of Equity Shares held % of share No. of Equity % of share
holding Shares held holding
2. Foreign promoters Nil Nil - -
Sub-total (A) 442,776,936 15.69 [o] [o]
B. Non — Promoters’ holding
1. Institutional Investors 1,948,144,963 69.03 [e] [o]
2. Non-Institutional
Investors
Private Corporate 34,367,842 1.22 [o] [e]
Bodies
Directors and 420,014 0.01 [e] [o]
relatives
Indian public 126,240,440 4.48 [e] [o]
Others including Non- 270,074,389 9.57 [e] [e]
resident Indians
(NRIs)
Sub-total (B) 2,379,247,648 84.31 [o] [o]
Grand Total (A+B) 2,822,024,584 100.00 [o] [o]

*Note: The table for the post-Issue shareholding pattern of the Bank has been intentionally left blank and shall be filled at the time of filing
of the Placement Document.
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DIVIDENDS

The Bank generally declares and pays dividends in the Fiscal following the year to which they relate. The
following table sets out, for the periods indicated, the dividends paid by the Bank in Fiscals 2018, 2019 and 2020:

Fiscal Dividend per Equity Share Total amount of dividend paid®
® 63)
(2 in million)
2018 Nil Nil
2019 1.00 2,889
2020 Nil Nil®

Note: Excludes tax on dividend

(1) Dividends paid include dividends paid on employee stock options exercised subsequent to year-end but before the record date for
declaration of dividend

(2) Dividend of Fiscal 2019 has been paid in Fiscal 2020

(3) The Reserve Bank of India, vide its circular dated 17 April, 2020, has advised that banks shall not make any further dividend payouts
from profits pertaining to the financial year ended 31 March, 2020 until further instructions, with a view that banks must conserve
capital in an environment of heightened uncertainty caused by COVID-19. Accordingly, the Board of Directors of the Bank at their
meeting held on 28 April 2020, has not proposed any dividend for the year ended 31 March, 2020.

For a summary of certain Indian and United States federal tax consequences of dividend distributions to
shareholders, see “Taxation” on page 285.

Future dividends will depend on the Bank’s revenues, cash flows, financial condition (including capital position)

and other factors. For a description of regulation of dividends, see “Key Regulations and Policies in India —
Declaration of Dividend by banks” on page 223.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of the Bank’s financial condition is based on the Bank’s audited standalone
financial statements as at and for the years ended 31 March 2018, 31 March 2019 and 31 March 2020, referred
to in this Preliminary Placement Document as the “Financial Statements”. This discussion should be read
together with “Selected Financial Information”, “Selected Statistical Information” and the “Financial
Information” and related notes included elsewhere in this Preliminary Placement Document.

The following discussion is based on the Bank’s standalone financial statements. Although the Bank possesses
certain subsidiaries, it believes that the impact of those entities on the Bank’s consolidated financial statements
is not significant. Accordingly, the Bank’s management primarily utilizes the Bank’s standalone financial
information to monitor the operational strength and performance of the Bank’s business. For more information
on the Bank’s financial information on a consolidated basis, see the Bank’s consolidated financial statements,
which have been included in this Preliminary Placement Document. For more information on the Bank’s
subsidiaries, see “Business—Subsidiaries” on page 198.

The Bank prepares its standalone Financial Statements in accordance with Indian GAAP as applicable to banks,
which differs in some respects from U.S. GAAP. The Financial Statements reflect applicable statutory
requirements, regulatory guidelines and accounting practices in India; these requirements, guidelines and
practices change from time to time. In accordance with Indian GAAP, adjustments to reflect such changes are
made on a prospective basis, and financial statements for earlier periods are not restated.

The Bank’s fiscal year ends on March 31 of each year. Accordingly, all references to a particular fiscal year are
to the twelve-month period ended on March 31 of that year. Unless otherwise specified, all information in this
section regarding cost, yield and average balances is based on daily average balances outstanding during the
relevant period.

The Bank’s segments as described in the following discussion have been prepared in accordance with the segment
reporting guidelines issued by the RBI. The segment reporting guidelines issued by the RBI apply uniformly across
the financial sector in India for comparison purposes, and are disclosed by the Bank for regulatory purposes.
This presentation of “segments” differs from the Bank’s own internal organization of its operations into “business
units” as presented elsewhere in this Preliminary Placement Document. For more information, see “- Segment
Information” on page 132.

This discussion contains forward-looking statements and reflects the current views of the Bank with respect to
future events and financial performance. Actual results may differ materially from those anticipated in these
forward-looking statements as a result of certain factors, such as those set forth under “Risk Factors” on page
59 and elsewhere in this Preliminary Placement Document.

Unless otherwise stated, references to “the Bank”, are to Axis Bank Limited on a standalone basis and references
to “we”, “us”, “our”, are to Axis Bank Limited on a consolidated basis.

Overview

The Bank is a leading private sector bank and financial services company in India offering a wide range of
products and services to corporate and retail customers through a variety of delivery channels. The Bank
commenced operations in April 1994 and, over the last 26 years, has grown both in terms of the size of its asset
base and its physical network of branches, extension counters and ATMs.

As at 31 March 2020, the Bank was the third largest private sector bank in India in terms of total assets, based on
public filings of private sector banks. The Bank’s total assets as at 31 March 2020 and 31 March 2019 were
9,151.65 billion and X 8,009.97 billion, respectively, and the Bank’s net advances and deposits as at 31 March
2020 amounted to X 5,714.24 billion and  6,401.05 billion, respectively, and as at 31 March 2019 amounted to X
4,947.98 billion and % 5,484.71 billion, respectively.

The Bank’s primary business consists of commercial banking operations for Indian corporate and retail customers.
The Bank provides a range of commercial banking products and services, including loan products, fee and
commission-based products and services, deposit products and foreign exchange and derivatives products to
India’s leading corporations, middle market companies and small and medium enterprises. The Bank’s retail
operations primarily consist of retail lending, payments, deposit taking and distribution of third party insurance
and investment products. The Bank also offers agricultural and rural banking products.

108



The Bank delivers its products and services through a variety of channels, including bank branches, ATMs, call
centers, the internet and mobile phones. As at 30 June 2020, the Bank had a network of 4,528 branches and
extension counters, 11,971 ATMs and 5,485 cash deposit and withdrawal machines distributed across 2,559
locations in India. In addition to the Bank’s extensive branch and ATM network, the Bank also offers telephone
banking in various cities, as well as Internet banking and mobile banking facilities. The Bank also has ten overseas
offices, with branches in Colombo, DIFC, Hong Kong, Shanghai and Singapore and representative offices in
Dubai, Abu Dhabi, Sharjah, and Dhaka and a subsidiary in London. The Bank is currently in the process of
winding up Axis Bank UK Limited, its subsidiary in London, and its overseas branch operations in Colombo,
Hong Kong and Shanghai. The Bank also has an offshore banking unit at the International Financial Service
Centre located at the Gujarat International Finance Tec-City in Gandhinagar, India. The Bank’s foreign branches
primarily offer corporate banking, trade finance and treasury and risk management services.

The Bank’s principal business activities are divided into the following main business units:

° Retail Banking;
. Wholesale Banking; and
° Treasury.

The Bank’s core income stream is comprised of interest income earned from its retail, corporate and SME loan
portfolios, as well as from its money-market operations and investment portfolio. The Bank also earns fee and
commission income from the processing of loans, documentary credits, bank guarantees, placements and
syndication, service charges, cash management services, advisory services, depository services, capital market
services, ATM interchange and cards, remittance, wealth management and sale of third party products.

Since 2011, the Bank has experienced significant growth in its customer and geographical base, which expanded
to approximately 23 million savings customer accounts as at 31 March 2020. The Bank’s total assets have
increased from X 8,009.97 billion as at 31 March 2019 to % 9,151.65 billion as at 31 March 2020, with net retail
advances (retail advances net of provisions) increasing from < 2,458.12 billion as at 31 March 2019 to X 3,054.00
billion as at 31 March 2020. Furthermore, total deposits grew from X 5,484.71 billion as at 31 March 2019 to
6,401.05 billion as at 31 March 2020. The Bank’s network grew from 11,801 ATMs and 4,917 cash deposit and
withdrawal machines as at 31 March 2019 to 12,044 ATMs and 5,433 cash deposit and withdrawal machines as
at 31 March 2020. As at 30 June 2020, the Bank had 11,971 ATMs and 5,485 cash deposit and withdrawal
machines.

After enduring a challenging period in fiscals 2017 and 2018, driven primarily by a decline in the credit quality
of the Bank’s corporate clients, the Bank responded in fiscal 2019 by taking several steps to reorient itself back
onto a path of profitability and sustainable growth. As part of these measures, the Bank bolstered its risk
management framework and implemented several steps to improve its policies, structures and processes. These
measures included:

° Implementation of an independent credit underwriting function with internal accountability;

. Increased portfolio diversification to decrease concentration risks, including lesser exposure to project
loans and increased focus on transaction banking and working capital businesses;

° Focus on a higher quality credit portfolio, with fresh originations predominantly from entities rated A-
or better;

. Strengthened credit monitoring and improved early warning systems for potential stress; and

° Improved collections through optimized queuing strategy and channel selection.

The Bank observed the positive effects of these measures in fiscals 2019 and 2020. The Bank’s net profit increased
from X 2.76 billion in fiscal 2018 to T 46.77 billion in fiscal 2019. Although, the Bank’s net profit decreased from
%46.77 billion in fiscal 2019 to 216.27 billion in fiscal 2020, operating revenue increased by 16.95% year-on-year
from ¥348.38 billion in fiscal 2019 to X 407.43 billion in fiscal 2020. The net profit decreased in fiscal 2020 as
compared to fiscal 2019 primarily due to creation of additional provisions and contingencies for COVID-19
pandemic in fiscal 2020. The impact of the COVID-19 pandemic is continuously evolving and it is difficult to
predict with certainty the impact on the Bank’s business and portfolio. In order to address the impact of the
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evolving COVID-19 situation, the Bank made an additional provision of % 30.00 billion for COVID-19 pandemic
in fiscal 2020, which included an amount of ¥ 18.82 billion for COVID-19, above the regulatory requirement,
based on an internal stress testing exercise and X11.18 billion towards loans under moratorium in accordance with
the RBI guidelines on COVID-19 regulatory package. Further, the Bank has made an additional provision for
COVID-19 0f%7.33 billion in the three months ended 30 June 2020. In accordance with the RBI guidelines relating
to COVID-19 regulatory package, the Bank had initially offered a moratorium of three months on the payment of
all installments falling due between 1 March 2020 and 31 May 2020, in respect of term loans and working capital
facilities sanctioned in the form of cash credit/overdraft to various eligible borrowers. This was further extended
by the RBI until 31 August 2020 upon announcement of the second regulatory package by the RBI on 23 May
2020. The RBI has also clarified that the accounts which benefit from the moratorium period, will get the benefit
of an ageing standstill and hence would not be classified as NPAs if the accounts have any instalments or interest
are overdue for more than 90 days during the moratorium period. However, lenders are required to make general
provisions of 10% in respect of accounts which were in default on 29 February 2020 where moratorium is granted
and asset classification benefit is availed. The utilization and/or release of the provision, are subject to extant RBI
directions that may be amended from time to time. See “Business - Impact of COVID-19” on page 172 for further
details.

The Bank believes that it is now well-positioned to capitalize on future growth opportunities. The Bank believes
that its strong liability profile, diversified and secured lending portfolio and strong credit underwriting and risk
management practices, which have strengthened in fiscal 2020, will enable the Bank to withstand the impact of
the COVID-19 pandemic on its business and gather momentum to deliver performance on a sustainable and
consistent basis.

Factors Affecting the Bank’s Results of Operations and Financial Condition

The Bank’s asset portfolio, financial condition and results of operations have been, and are expected to be,
influenced by numerous factors. A summary of the most important factors that have had, and that the Bank expects
will continue to have, a significant impact on the Bank’s asset portfolio, financial condition and results of
operations follows below.

Macroeconomic Environment in India and the impact of the COVID-19 pandemic

As most of the Bank’s operations are conducted in India, the Bank is significantly affected by the general
macroeconomic environment in India. A favorable macroeconomic environment is generally characterized by,
among other factors, high gross domestic product growth; adequate liquid and efficient capital markets; low
inflation; a high level of business and investor confidence; stable political and economic conditions; and strong
business earnings. Unfavorable or uncertain economic conditions mainly result from declines in economic growth,
business activity or investor confidence; limitations on the availability or increases in the cost of credit and capital;
increases in inflation, interest rates, exchange rate volatility, default rates or the price of basic commaodities, capital
controls or limits on the remittance of dividends; or a combination of these or other factors.

In the past few months, the rapid and diffused spread of the COVID-19 pandemic and global health concerns
relating to this pandemic have had a severe negative impact on, among other things, financial markets, liquidity,
economic conditions and trade and could continue to do so or worsen for an unknown period of time. On 11 March
2020, COVID-19 was declared a global pandemic by the World Health Organization. In response to the COVID-
19 pandemic, governments and companies around the world, including the Bank, have taken many preventive or
protective actions to contain the spread of the COVID-19 pandemic, such as imposing country-wide lockdowns,
restrictions on travel and business operations and advising or requiring individuals to limit their time outside of
their homes. Temporary closures of businesses had been ordered and numerous other businesses have temporarily
closed voluntarily. Further, individuals’ ability to travel has been curtailed through mandated travel restrictions
and may be further limited. Since May 2020 some of these measures have been lifted and partial travel has been
permitted. Further, the COVID-19 pandemic has caused substantial disruption to the global economy and supply
chains, created significant volatility and disruption in financial markets, including in India, with the Governor of
the Reserve Bank of India stating on 22 May 2020 that the combined impact of demand compression and supply
disruption will depress economic activity in the first half of fiscal 2021 and GDP growth in fiscal 2021 is estimated
to remain negative.

The extent to which the COVID-19 pandemic impacts the Bank’s business, cash flows, results of operations and
financial condition will depend on future developments, which are highly uncertain, including, among other
things, any new information concerning the severity of the COVID-19 pandemic and any action to contain its
spread or mitigate its impact whether government-mandated or elected by the Bank. There is currently substantial

110



medical uncertainty regarding the COVID-19 pandemic. A rapid increase in severe cases and deaths where
measures taken by governments fail or are lifted prematurely, may cause unprecedented economic disruption in
India and the rest of the world. The Bank is headquartered in Mumbai where the pandemic has had a severe impact
on a very large population and could impact the functioning and effectiveness of some or many of the employees
of the Bank based in Mumbai. Further, the Bank’s Statutory Auditors have included emphasis of matters in their
audit reports on the Bank’s standalone and consolidated financial statements for fiscal 2020, noting that in view
of the uncertainties due to the outbreak of COVID-19 pandemic, the impact on the Bank’s standalone and
consolidated financial statements is significantly dependent on future developments. See, “Business — Impact of
COVID-19” on page 172, for a discussion of the significant areas where the Bank has seen an impact of the
COVID-19 pandemic on its business and the Bank’s approach on these areas going forward and “Risk Factor —
The extent to which the recent coronavirus (COVID-19) pandemic impacts the Bank’s business, cash flows,
results of the operations and financial condition will depend on future developments, which are highly
uncertain and cannot be predicted.” on page 59 for risks of the COVID-19 pandemic on the Bank’s operations
and financial condition.

Growth Environment in India

The vast majority of the Bank’s business activities are conducted in India. Accordingly, the Bank’s financial
position and results of operations have been, and will continue to be, significantly affected by overall economic
growth patterns in India.

The Indian economy’s growth momentum moderated significantly in fiscals 2019 and 2020 as compared to
previous years. According to the Indian Central Statistics Organization, India’s real GDP growth decreased from
7.2% in fiscal 2018 to 6.1% in fiscal 2019. According to the provisional estimates of Annual National Income
released by National Statistics Office in May 2020, the GDP growth for the fiscal year 2020 was at 4.2%. This
slower rate of economic growth was primarily driven by the global outbreak of the COVID-19 pandemic, trade
tensions between the U.S. and China resulting in disruption in value chains, a slowdown in consumer demand,
economic activity and economic growth, credit concerns at NBFCs, weak auto sales and soft capital expenditure
trends resulting in weak investor confidence, the transitional impacts of the introduction of the Goods and Services
Tax in 2017 and the lingering residual effects of demonetization in 2016. According to the RBI, real GDP is likely
to contract by 1.5% in fiscal 2021 but is expected to revert to growth terrain next year, when it is likely to grow
by 7.2 per cent.

The RBI has prescribed a number of measures aimed at reducing the economic and humanitarian impact of the
COVID-19 pandemic and the disruptions to the economy caused by the lockdown. Some of the key measures
prescribed by the RBI are set out below:

. the RBI by way of its notification dated 22 May 2020, reduced the policy repo rate by 40 basis points to
4.00% from 4.40% and the MSF rate and bank rate to 4.25% from 4.65%. Simultaneously, the reverse
repo rate was reduced to 3.35% from 3.75%;

) the LCR was reduced to 80% from 100% (to be restored to 90% by 1 October 2020 and 100% by 1 April
2021);
. CRR was reduced by 100 bps from 4.0% of net demand time liabilities (“NDTL”), to 3.0%, increasing

liquidity in the system by %1.37 trillion;

) lending institutions are permitted to grant a moratorium of three months on payment of all instalments
of term loans and working capital facilities sanctioned in the form of cash credit/overdraft falling due
between 1 March 2020 and 31 May 2020, which was subsequently extended until 31 August 2020;

) lending institutions are permitted to convert the accumulated interest on working capital facilities until
31 August 2020 into a funded interest term loan which shall be repayable not later than the end of fiscal
2020 (i.e., 31 March 2021).

. in respect of working capital facilities sanctioned in the form of cash credit/overdraft to borrowers facing
stress on account of the economic fallout of the COVID-19 pandemic, lending institutions are permitted
to recalculate the ‘drawing power’ by reducing the margins until 31 August 2020 and reassess the
working capital cycle of a borrowing entity until 31 March 2021; and

. in respect of accounts in default but standard, and asset classification benefit is extended, lending
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institutions were required to make general provisions of not less than 10% of the total outstanding of
such accounts. Banks are permitted to adjust such provisions against the actual provisioning requirements
for slippages from the accounts considered for the provisions. The residual provisions at the end of the
financial year are permitted to be written back or adjusted against the provisions required for all other
accounts. These provisions shall not be considered for arriving at net NPAs until they are adjusted against
the actual provisioning requirements. Further, until such adjustments are made, these provisions are not
permitted to be netted from gross advances but are required to be shown separately in the balance sheet
as appropriate.

For further description of the key regulations, including the RBI’s specific policy measures to address the stress
in the financial conditions cause by the COVID-19 pandemic, see “Industry Overview” and “Key Regulations
and Policies in India” on pages 149 and 209, respectively.

While the Bank’s results may not necessarily track India’s economic growth figures, the Indian economy’s
performance affects the environment in which the Bank operates. Strong economic growth tends to positively
impact the Bank’s results of operations, since it can cause businesses to plan and invest more confidently, in turn
driving stronger demand for bank credit as well as other banking products and services that the Bank offers.
Stronger economic growth also generally increases the interest income that the Bank is able to generate from the
loans it offers, and tends to improve the overall creditworthiness of the Bank’s customers.

Interest Rates

Interest rate changes have a significant impact on the Bank’s profitability. Interest rates are sensitive to many
factors, including the RBI’s monetary policy, deregulation of the financial sector in India, domestic and
international economic and political conditions and other factors.

Generally, an increase in interest rates tends to increase the Bank’s interest income as a result of higher yield on
the Bank’s loans; however, such an increase can also adversely affect the Bank’s interest income as a result of a
decrease in the volume of loans due to reduced overall demand for loans. In addition, an increase in interest rates
affect the Bank’s funding costs, particularly term deposits and interbank deposits, and can adversely affect the
Bank’s profitability if the Bank is unable to pass on its increased funding costs to its clients. Finally, higher interest
rates can increase the risk of default by the Bank’s clients.

Conversely, a decrease in interest rates can reduce the Bank’s interest income as a result of lower yields on the
Bank’s loans. This reduction in interest income may eventually be offset by an increase in the volume of loans
that the Bank makes due to increased demand for loans and/or a decrease in the Bank’s funding costs.

Floating rate loans generally allow the Bank to pass on, in most cases, any changes in interest rates to its customers
and broadly maintain its margins. Prior to April 2016, bank loans in India were priced by reference to a base rate.
With effect from 1 April 2016, RBI guidelines replaced the base rate-linked loan pricing with a new regime based
on the marginal cost of funds based lending rate (“MCLR”). Accordingly, Rupee advances sanctioned or renewed
after 1 April 2016 are generally priced with reference to MCLR of different maturities. Commercial banks must
review and publish their MCLR of different maturities every month.

The RBI issued a circular on 4 September 2019 making it mandatory for banks to link all floating rate personal or
retail loans and floating rate loans to micro and small enterprise borrowers to an external benchmark with effect
from 1 October 2019. The banks are free to choose one of the several benchmarks indicated in the circular. The
banks are also free to choose their spread over the benchmark rate, subject to the condition that the credit risk
premium may undergo change only when borrower’s credit assessment undergoes a substantial change, as agreed
upon in the loan contract.

The table below sets forth distribution of the Bank’s advances mix by rate type at the dates indicated:

As at 31 March

2018 2019 2020
% of advance mix by rate type mix
FIoating rate.........ccccvviviiieieieiceese e 80.20 75.32 73.82
Of which
— MCLR-TNKEd.....c.ciiicc e 49.31 56.47 51.97
— FOreign CUMENCY ....ocvvveieieieiiciect e 13.02 8.64 9.13
— Base rate-linked.............coooooiiiiii 17.87 10.21 6.28
—Repo liNKed.........ocoiiiiiiiiie - - 6.44
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As at 31 March

2018 2019 2020
% of advance mix by rate type mix
FIXEd FALe ..o 19.80 24.68 26.18
TOLAL e 100.00 100.00 100.00

The table below sets forth the Bank’s 12-month, six-month, three-month and one-month year MCLR rates as at
the dates indicated:

MCLR Rate
12-Month 6-Month 3-Month 1-Month
18 January 2018 ........cccoeevvveeriernnnnns 8.30% 8.20% 8.05% 7.85%
18 April 2018 .......coveveviiiiieieiee 8.40% 8.30% 8.15% 7.85%
18 July 2018......cocveveeevicececeiee 8.60% 8.50% 8.35% 8.10%
17 October 2018.......ccccovevvvvecerirenne. 8.75% 8.65% 8.50% 8.30%
18 January 2019 .........ccoeevvivieiieninnn, 8.90% 8.80% 8.65% 8.50%
18 April 2019 ... 8.80% 8.75% 8.60% 8.35%
18 July 2019......cveiciceieeeee 8.65% 8.60% 8.50% 8.25%
18 October 2019.......cccovevvvvecieennen, 8.35% 8.30% 8.20% 8.00%
18 January 2020 .......c.ccecvrererieiennn 8.15% 8.10% 8.00% 7.80%
18 April 2020 ......cccvceveeeceneen 7.95% 7.90% 7.80% 7.60%
18 July 2020........ccccceveririeiieeae 7.65% 7.60% 7.55% 7.45%

As at 31 March 2020, 16.50% of the Bank’s loans were linked to the 12-month MCLR rate, while 20.63% were
linked to the six-month MCLR rate, 11.09% were linked to the three-month MCLR rate and 3.74% were linked
to the one-month MCLR rate.

Changes in interest rates can also affect the value of the Bank’s securities portfolio, and therefore, its financial
condition and results of operations. However, the effect of these fluctuations may be limited by the Bank’s use of
derivative hedging instruments. See “- Critical Accounting Policies—Derivative Transactions” on page 123.

In August 2016, the RBI adopted an inflation target of 4% (with an upper limit of 6% and lower limit of 2%) for
the next five years under its monetary policy framework. The RBI sets interest rates in an effort to keep inflation
within the target range, and Indian banks generally follow the direction of interest rates set by the RBI and adjust
both their deposit rates and lending rates upwards or downwards accordingly.

The RBI’s return to a monetary policy designed to combat inflation and to increase growth has resulted in a
decrease in lending rates in line with the declining trend in the inflation.

The following table sets forth the RBI’s bank rate, the reverse repo rate and the repo rate as at the dates indicated:

Cash Reserve Reverse Repo

Ratio Bank Rate Rate Repo Rate
(percentages)
As at 31 March 2018.........cccoccvevevveieiieie e 4.00 6.75 5.75 6.25
As at 31 March 2019 .........cccoevvevieieeicnecie e 4.00 6.25 5.75 6.00
As at 31 March 2020 ..........cccccvveveiniiieeeecee 3.00 4.65 4.00 4.40

Source: the RBI

*  Ason the date of this Preliminary Placement Document, the bank rate for Indian banks is reduced to 4.25% in accordance with the RBI’s
notification dated 22 May 2020. For a description of the ratios used in this table, see “Definitions and Abbreviations - Technical and
Industry Terms” and “Key Regulations and Policies in India” on pages 26 and 209.

Inflation

An increase in inflation rates in India generally tends to increase the Bank’s operating expenses. An increase in
inflation also tends to decrease the real interest rates on the Bank’s outstanding loans, as well as the real interest
rates on the Bank’s existing deposits, to the extent these are not indexed to inflation. An increase in inflation rates
may also result in an increase in the RBI policy interest rates as an effort to control inflation. See “Risk Factors—
Risks Relating to India—The Bank’s business is substantially affected by prevailing economic, political and
other prevailing conditions in India, and a slowdown in economic growth in India could cause the Bank’s
business to suffer.” on page 86. Finally, higher inflation can also contribute to an increase in market volatility by
causing economic uncertainty and reducing overall consumption levels, GDP growth and consumer confidence.
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India’s retail inflation, measured by the consumer price index (“CPI”), increased in fiscal 2020, averaging at 4.8%
against an average of 3.4% for fiscal 2019. In the fourth quarter of fiscal 2020, it peaked to 7.6% in January 2020
and fell to 5.9% in March 2020, led by a decline in food inflation. (Source: Ministry of Finance, Monthly Economic
Report, April 2020). Looking ahead, food prices may soften even further under the beneficial effects of the record
food grain and horticulture production. Furthermore, the collapse in crude prices should work towards easing both
fuel and core inflation pressures, depending on the level of the pass-through to retail prices. (Source: RBI
Monetary Policy Statement, March 2020).

As a consequence of COVID-19, aggregate demand may weaken and ease core inflation further. Heightened
volatility in financial markets could also have a bearing on inflation. Given this heightened volatility,
unprecedented uncertainty and extremely fluid state of affairs, projections of growth and inflation would be
heavily contingent on the intensity, spread and duration of COVID-19. (Source: RBI Monetary Policy Statement,
March 2020).

The inflation outlook is highly uncertain. As supply lines get restored in the coming months with gradual
relaxations in the lockdown, the unusual spike in food inflation in April is expected to moderate. The forecast of
a normal monsoon also portends well for food inflation. Given the current global demand-supply balance,
international crude oil prices are likely to remain low although they may firm up from the recent depressed levels.
Soft global prices of metals and other industrial raw materials are likely to keep input costs low for domestic firms.
Deficient demand may hold down pressures on core inflation (excluding food and fuel), although persisting supply
dislocations impart uncertainty to the near term outlook. However, volatility in financial markets could have a
bearing on inflation. These factors, combined with favorable base effects, are expected to take effect and pull
down headline inflation below target in the third and fourth quarter of fiscal year 2021. (Source: RBI Monetary
Policy Statement, May 2020).

Fiscal Deficits

Declining fiscal deficits tend to have a favorable impact on the Bank’s operations, as lower fiscal deficit allows
the RBI to reduce rates given a sustainable level of inflation, and also does not crowd out private investments.

The Government has maintained its focus on fiscal consolidation in recent years. The deficit in fiscal 2017 was
reduced to 3.5% of GDP and remained constant in fiscal 2018. Fiscal 2019 saw further improvement of the fiscal
deficit to 3.4% of GDP. The Government has reaffirmed its commitment to fiscal consolidation and accordingly
the budget for fiscal 2020 projected the fiscal deficit at 3.4% and 3.0% of GDP for fiscals 2021 and 2022,
respectively. However, given the COVID-19 pandemic situation, the fiscal path is currently uncertain, especially
for fiscal 2021.

The Government announced the Union Budget on 1 February 2020. Some of the key banking and regulatory
reforms announced in the Union Budget are set out below:

. Public Sector Banks to be consolidated into eight banks and to be provided X700 billion capital to boost
credit and provide strong impetus to the economy.

. RBI to take over regulatory authority of housing finance sector from the National Housing Board.
. Deposit insurance has been increased from 3100,000 to ¥500,000.

With respect to specific fiscal measures for dealing with the COVID-19 pandemic, the Government has declared
a comprehensive fiscal and monetary package of approximately %20 trillion which includes the regulatory
interventions by the RBI. The package focuses on land, labor, liquidity and laws and intends to cater to various
sections including cottage industry, MSMEs, laborers, middle class, and industries (Source: Press Information
Bureau of India). Some of the measures relevant to the banking industry are set out below.

. %3 trillion collateral-free automatic loans for businesses, including MSMEs — Emergency credit line to
businesses/ MSMEs from banks and NBFCs permitted up to 20% of the entire outstanding credit as on
29 February 2020, with a 4-year tenor and a moratorium of 12 months on principal repayment, along
with 100% credit guarantee cover to banks and NBFCs on principal and interest;

. %200 billion subordinate debt permitted for MSMEs, which are stressed or NPAs. This includes a support

of 40 billion to Credit Guarantee Fund Trust For Micro And Small Enterprises (“CGTMSE”), which
will provide partial credit guarantee support to banks. Under this scheme, promoters of the MSMEs will
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be given debt by banks, which will then be infused by the promoter as equity in the unit;

o Other measures to strengthen MSMEs such as X500 billion equity infusion for MSMEs through fund of
funds and expansion of definitions of MSMEs;

. %300 billion Special Liquidity Scheme for NBFCs/HFCs/MFIs under which investment will be made by
the Government in both primary and secondary market transactions in investment grade debt paper of
NBFCs/HFCs/MFIs and the securities will be fully guaranteed by the Government;

. %15 billion interest subvention for MUDRA-Shishu Loans under which the Government will provide
interest subvention of 2% for prompt payees for a period of 12 months;

° 22 trillion credit boost to 25 million farmers under Kisan Credit Card Scheme, under which, concessional
credit will be provided to PM-KISAN beneficiaries; and

. Measures under the Insolvency and Bankruptcy Code, 2016 (“IBC”):
. special insolvency resolution framework for MSMEs under Section 240A of the IBC;
. suspension of fresh initiation of insolvency proceedings for up to one year depending upon the

pandemic situation; and

o empowering the Central Government to exclude COVID-19 pandemic related debt from the
definition of “default” under the IBC for the purpose of triggering insolvency proceedings.

Loan Portfolio Size and Portfolio Mix

Increases or decreases in the size of the Bank’s loan portfolio, and changes in the mix of the Bank’s overall asset
portfolio, significantly impacts the Bank’s interest income.

The Bank’s loan portfolio represents the total aggregate amount of loans disbursed to borrowers, less repayments
made to date, plus applied but unpaid interest. The main factors affecting the size of the Bank’s overall loan
portfolio are the market demand for loans in the Indian economy and competition from other financial institutions.
Demand for loans is primarily influenced by India’s GDP growth rates, as well as by prevailing interest rates in
India. An increase in the overall size of the Bank’s loan portfolio generally tends to increase the Bank’s interest
income, while a decrease in the overall size of the Bank’s loan portfolio generally tends to decrease the Bank’s
interest income, related fee and commission income.

In addition, the proportion of loans to the Bank’s total asset portfolio also has an effect on the Bank’s interest
income, as non-loan interest-earning assets (which primarily comprise Government securities, other investment
securities and amounts due from credit institutions) generally have lower yields than loans. In addition, certain
types of loans have higher yields than others, and thus have a higher positive impact on the Bank’s interest income.
For example, consumer loans generally bear a higher interest rate than other loans, such as international loans,
which generally bear a lower interest rate than domestic loans.

Recent increases in the Bank’s loan portfolio have allowed the Bank to reallocate its funds from Government
securities to loans, which offer the Bank higher returns. This shift in the Bank’s portfolio mix toward higher
yielding loans has allowed the Bank to increase its interest income despite an environment of declining interest
rates in India.

Cost of Funding

An increase in the cost of the Bank’s interest-bearing liabilities generally tends to increase the Bank’s interest
expenses. Conversely, a decrease in cost of the Bank’s interest-bearing liabilities generally tends to decrease the
Bank’s interest expenses. Therefore, the Bank is able to increase its net interest income to the extent that it does
not increase the cost of its interest-bearing liabilities to the same extent, or at the same time, as its yield on interest-
bearing assets.

The cost of the Bank’s interest-bearing liabilities depend on many external factors, including competitive factors
and developments in the Indian credit markets and, in particular, interest rate movements and the existence of
adequate liquidity in the inter-bank markets. Internal factors that can impact the Bank’s cost of funds include
changes in the Bank’s credit ratings, available credit limits and the Bank’s ability to mobilize low-cost deposits,
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particularly from retail customers and balances in current accounts.

The Bank’s primary source of funding is its relatively low-cost deposit base, which is primarily derived from retail
depositors in India. Other sources of funding on which the Bank relies are debt instruments issued by the Bank,
and RBI and inter-bank borrowings.

The Bank currently enjoys a relatively low-cost deposit base achieved through targeted branch network expansion
and customized product offerings. The Bank’s target depositor base consists of retail depositors and SMEs that
the Bank believes choose the network because of the convenience of its brand recognition, branch locations,
convenient access to ATMs and remote banking services, as well as diverse product offerings. The Bank’s broad-
based distribution network, which includes the Bank’s branch network and alternative delivery channels, provides
the Bank with access to these depositors, which in turn allows the Bank to maintain low-cost funding through
customer deposits.

While the cost of deposits has largely been driven by interest rate movements, the average cost of deposits is also
impacted by stable share of current or demand and savings accounts (“CASA”) in relation to total deposits. To
continue to source low-cost funding through deposits, the Bank must provide customers with convenient banking
services that compensate them for the lower returns on deposits. However, the increasing sophistication of
customers, competition for funding, increasing interest rates and changes to the RBI’s liquidity and reserve
requirements may increase the rates the Bank pays on its deposits.

In response to increased competition for deposits, the Bank’s funding strategy also focuses on higher-cost retail
term deposits in addition to its focus on CASA deposits. The Bank’s interest expenses are expected to increase in
the future to the extent that the Bank continues to focus on higher-cost retail term deposits in order to meet its
funding needs. As at 31 March 2018, 31 March 2019 and 31 March 2020, the Bank’s deposits totaled % 4,536.23
billion, X 5,484.71 billion and X 6,401.05 billion, respectively, of which low-cost deposits (CASA deposits) totaled
% 2,438.52 hillion, X 2,433.90 billion and X 2,637.06 billion, respectively.

In addition to a higher proportion of higher cost term deposits increasingly forming part of the Bank’s funding, in
order to meet the growing needs of its retail, large and mid-corporate, and SME, agriculture and financial inclusion
groups and to further enhance its capital adequacy ratio, the Bank has issued and may continue to issue
subordinated debt, which also tend to increase the Bank’s cost of funding compared to deposit accounts.

Non-Performing Loans and Provisioning Policies

Indian banks are required to comply with RBI guidelines on recognition and provisioning for non-performing
assets. Provisions are created by a charge to expense, and represent the Bank’s estimate for loan losses and risks
inherent in the credit portfolio. At a minimum, the Bank makes provisions in accordance with RBI guidelines,
though it may provide in excess of RBI requirements to reflect its internal estimates of actual losses. For example,
in order to address the impact of the evolving COVID-19 situation, the Bank made an additional provision of
%30.00 billion for COVID-19 pandemic in fiscal 2020, which included an amount of ¥18.82 billion for COVID-
19, above the regulatory requirement, based on an internal stress testing exercise and ¥11.18 billion towards loans
under moratorium in accordance with the RBI guidelines on COVID-19 regulatory package.

The level of the Bank’s non-performing loans is affected by, among other things, the general level of economic
growth in India, the difficulties inherent in restructuring problem loans, the amount of non-performing loans
written-off and the Bank’s credit approval and monitoring policies. Other factors include a rise in unemployment,
prolonged recessionary conditions, decline in household savings and income levels, regulators’ assessment and
review of the Bank’s loan portfolio, a sharp and sustained rise in interest rates, refinance risks due to slow-down
in lending by non-banking financial companies, housing finance companies and other financial intermediaries,
movements in global commodity markets and exchange rates, each of which could cause a further increase in the
level of NPAs. An increase in the volume of the Bank’s NPAs may require the Bank to increase its provisions
against advances, investments and the related recovery and litigation costs. To the extent that the Bank is required
to make additional provisions on account of its non-performing assets, such provisions are charged to the Bank’s
profit and loss account and decrease the Bank’s profitability.

The Indian corporate sector has experienced several challenges in recent years following a phase of significant
expansion in investment in the infrastructure and industrial sectors during fiscal 2010 and 2011. Starting in fiscal
2012, the Indian corporate sector experienced several challenges which led to lower than projected cash flows for
corporates and the progress in reducing leverage in the corporate sector remained slow. These challenges included
delays in project implementation, issues assessing raw materials, low demand and global commodity price cycles,
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which resulted in a decline in the credit quality of corporate borrowers. In addition, in February 2018, the RBI
issued revised guidelines on the resolution of stressed assets, which withdrew the schemes of strategic debt
restructuring, change in ownership outside strategic debt restructuring and the scheme for sustainable structuring
of stressed assets. For more information, see “Key Regulations and Policies in India—Laws, rules and
regulations governing the Bank—Prudential framework on resolution of stressed assets” on page 214. Loans
that had been classified under these schemes, which were not implemented, were reclassified as non-performing.
As a result, there was a substantial increase in the level of reclassifications of performing loans, including
restructured loans, into non-performing status between fiscals 2016 and 2018 for the banking sector and the Bank,
leading to a significant increase in the provisions and contingencies for non-performing assets. These increases in
provisions negatively affected the Bank’s profitability between fiscals 2016 and 2018.

The Bank has responded to these developments with several measures, such as segregating its credit underwriting
function from its main businesses, implementing a risk data management framework to improve the quality of
loan data, establishing a formal risk appetite framework, and implementing stronger credit rating methodologies
and an improved early warning system for potential stresses.

The Bank’s asset quality metrics improved during fiscal 2020, with new additions to non-performing loans having
moderated from the highs witnessed in fiscal 2018, thus leading to a reduction in the Bank’s NPA ratios. Gross
additions to the non-performing assets were X 334.19 billion in fiscal 2018 and % 138.71 billion in fiscal 2019 as
compared to % 199.15 billion in fiscal 2020. GNPAs as at 31 March 2018, 31 March 2019 and 31 March 2020
were X 342.49 billion, X 297.89 billion and X 302.34 billion, respectively. Net non-performing assets as at 31
March 2018, 31 March 2019 and 31 March 2020 were X 165.92 billion, ¥ 112.76 billion and X 93.60 billion,
respectively. The net non-performing assets ratio as at 31 March 2018, 31 March 2019 and 31 March 2020 were
3.40%, 2.06% and 1.56%, respectively.

While additions to NPAs in the Indian banking sector, including the Bank, remained stable during fiscal 2020,
provisions made by banks, including the Bank, continued to be elevated, as banks continued to make additional
provisions on their existing portfolios of non-performing loans. The Bank created provision of % 14.41 billion for
standard assets including unhedged foreign currency exposure compared to X 8.29 billion in fiscal 2019. This
includes an amount of ¥ 11.18 billion towards loans under moratorium as per RBI guidelines on COVID-19
regulatory package. Further, in fiscal 2020, the Bank also provided for X 127.56 billion towards NPAs, X 42.05
billion for other contingencies, including X 18.82 billion provided for COVID-19 related contingencies compared
to X 102.21 hillion for NPAs and % 8.29 billion for other contingencies in fiscal 2019. In view of the evolving and
uncertain COVID-19 situation, there is no assurance that the provisions created by the Bank will be sufficient and
the Bank may be required to make additional provisions in the future.

To the extent the Bank is able to recover any loans that have been written-off, such amount is credited to the
Bank’s income statement and reduces any allowances for the relevant period. Recoveries in written-off accounts
totaled X 1.83 billion, X 18.67 billion and T 15.53 billion for fiscals 2018, 2019 and 2020, respectively.

Compulsory Deposit and Capital Adequacy Requirements

The RBI imposes several compulsory deposit and capital adequacy requirements on financial institutions as a
mechanism to control the liquidity and stability of the Indian financial system.

Indian banks are required to comply with a minimum level of cash reserve ratios by maintaining a specified
percentage of their net demand and time liabilities (excluding interbank deposits) by way of cash reserve with
itself and by way of balance in current account with the RBI. In addition to cash reserve ratios, bank are also
required to comply with a minimum statutory liquidity ratio by maintaining a specified percentage of their net
demand and time liabilities by way of liquid assets like cash, gold or approved unencumbered securities.

Indian banks must also comply with the liquidity coverage ratios prescribed by the RBI Basel Ill Capital
Regulations, which follow principles recommended by the Basel Committee. The RBI Basel Ill Capital
Regulations have been implemented in phases since 1 April 2013, and are more stringent than the requirements
prescribed by the earlier RBI guidelines. The Basel 111 Capital Regulations were expected to be fully implemented
by 31 March 2019. However, the RBI had deferred the implementation of the last tranche of 0.625% of capital
conservation buffer to 31 March 2020, which has further been deferred to 30 September 2020.

More stringent compulsory deposit requirements and capital adequacy requirements tend to negatively impact

banks’ capital position, thus requiring banks to commit additional capital in order to meet such increased
requirements. This tends to decrease overall liquidity in the financial system and decrease the amount of capital
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available for deployment in credit transactions or higher-yielding investments, which negatively impacts banks’
interest-earning assets.

Since 2013, the RBI has gradually established more stringent compulsory deposit requirements and capital
adequacy requirements, and not paid interest on capital reserve balances. Any increases in the compulsory deposit
requirements or capital adequacy requirements that are applicable to the Bank (on account of regulatory changes
or otherwise) could impact the Bank’s profitability by limiting the amount of the Bank’s capital that is available
for commercial credit transactions or for investment in higher-yielding securities, thus restricting the Bank’s
ability to grow its business. The Bank may also be compelled to dispose of certain of its assets and/or take other
measures in order to meet more stringent requirements, which may adversely affect the Bank’s results of
operations and financial condition.

The table below summarizes the cash reserve ratios, statutory liquidity ratios and liquidity coverage ratios that are
applicable to banks in India:

Cash Statutory Liquidity Liquidity
Reserve Ratio® Ratio® Coverage Ratio
As at 31 March 2018 ..........cceoevveririeinieiieerciee e 4.00% 19.50% 90.0%
As at 31 March 2019 .......c.cocvvviiieieiiec e 4.00% 19.25% 100.0%
As at 31 March 2020 .........ocvvvvviieieieeecieeeie e 3.00% 18.25% 100.00%

(1) As on the date of this Preliminary Placement Document, the statutory liquidity ratio for banks had been lowered to 18%. In accordance
with the RBI notification dated 5 December 2018, Indian banks are required to maintain a SLR of 18% with effect from 11 April 2020.
For a description of the ratios used in this table, see “Definitions and Abbreviations—Technical and Industry Terms” and “Key
Regulations and Policies in India” on pages 26 and 209, respectively.

For more details on the compulsory deposit requirements and capital adequacy requirements applicable in India,
see “Key Regulations and Policies in India—Laws, rules and regulations governing the Bank—Regulations
relating to deposits” and “Key Regulations and Policies in India—Laws, rules and regulations governing the
Bank—Capital adequacy requirements” on pages 217 and 210, respectively.

Components of the Bank’s Profit and Loss Account
The following is a description of the principal components of the Bank’s income statement:
Interest Earned

Interest earned consists of interest on advances and bills, income from investments, interest on balances with RBI
and other inter-bank funds and other interest earned. Income from investments consists of interest on government
securities, interest on other investments and income by way of dividends from other companies other than
subsidiaries. Other interest earned includes interest on deposits placed with financial institutions for shortfall in
priority sector lending and interest on income tax refunds, among others. The Bank’s securities portfolio consists
primarily of Government securities, debentures and bonds, equity shares, mutual fund units, certificates of deposit,
commercial paper, security receipts and pass through certificates. The Bank does not receive any interest on the
balances that it maintains with RBI to meet the Bank’s cash reserve requirements. See “Risk Factors— Risks
Relating to the Bank’s Business - The Bank is subject to reserve capital, capital adequacy and liquidity
requirements as stipulated by the RBI for domestic banks. The Bank’s inability to maintain adequate capital
due to changes in regulations, a lack of access to capital markets, or otherwise may impact its ability to grow
and support its business.” on page 67.

Other Income

The Bank’s non-interest income consists principally of (i) fee income and other income earned from commission,
exchange and brokerage, (ii) trading income comprising of profits/loss on the sale of investments, (iii) net profit
(loss) on the sale of fixed assets and other assets such as land and buildings etc., (iv) profits/loss on
exchange/derivative transactions, (v) income earned by way of dividends and other distributions from subsidiaries,
associates and joint ventures, and (vi) miscellaneous income, which primarily includes recoveries in assets
previously written off.

Interest Expended

The Bank’s interest expended consists of interest on deposits, interest on RBI and inter-bank borrowings and other
interest such as interest on subordinated debt and other borrowings from other financial institutions.
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Operating Expense

The Bank’s operating expense consists principally of (i) payments to and provision for employees, (ii) rent, taxes
and lighting, (iii) expenses with printing and stationery, (iv) advertisement and publicity expenses, (V) depreciation
on the Bank’s property, (vi) director’s fees, allowances and expenses, (vii) auditors’ fees and expenses, (viii) law
charges, (ix) expenses relating to postage, telegrams, telephones and other related costs, (x) repairs and
maintenance expenses, (xi) insurance expenses, including deposit insurance premiums that the Bank pays based
on the level of deposits at the Bank, and (xii) other expenditures.

Provisions and Contingencies (net)

The Bank’s provisions and contingencies consist of (i) provision for taxation, (ii) provision for NPAs (including
write-offs net of recoveries in NPAs), (iii) provision for diminution and/or depreciation in the value of
investments, (iv) provision for standard assets, being the provision that the RBI requires all banks to maintain on
standard assets, (v) provision for unhedged foreign currency exposure of clients and (vi) other provisions.

Critical Accounting Policies

The Financial Statements are prepared in accordance with Indian GAAP as applicable to banks. The preparation
of the Financial Statements requires the Bank to make estimates and judgments that affect the reported amounts
of assets, liabilities, revenue and expenses as well as the disclosure of contingent liabilities. The notes to the
Bank’s Financial Statements contain a summary of its significant accounting policies. Certain of these policies
are critical to the portrayal of the Bank’s financial condition, since they require management to make subjective
judgments, some of which may relate to matters that are inherently uncertain. Below is a discussion of these
critical accounting policies.

The Bank bases its estimates and judgements on historical experience and other factors that are believed to be
reasonable under the circumstances. Actual results may differ from these estimates under different assumptions
or conditions. As a result of changes in applicable statutory requirements and accounting practices in India, the
accounting policies of the Bank have undergone changes during the periods covered by this discussion.
Accordingly, this discussion should be read in conjunction with the Financial Statements and notes as applicable
during the respective fiscal.

Investments
Classification

In accordance with the RBI guidelines, investments are classified at the time of purchase as:

. Held for Trading (‘HFT’);
. Available for Sale (‘AFS”); and
. Held to Maturity (‘HTM”).

Investments that are held principally for sale within a short period are classified as HFT securities. As per the RBI
guidelines, HFT securities, which remain unsold for a period of 90 days are transferred to AFS securities.

Investments that the Bank intends to hold until maturity are classified under the HTM category. Investments in
the equity of subsidiaries/joint ventures are categorized as HTM in accordance with the RBI guidelines.

All other investments are classified as AFS securities.
However, for disclosure in the Balance Sheet, investments in India are classified under six categories -
Government Securities, Other approved securities, Shares, Debentures and Bonds, Investment in

Subsidiaries/Joint Ventures and Others. Investments made outside India are classified under three categories -
Government Securities, Subsidiaries and/or Joint Ventures abroad and Others.

All investments are accounted for on settlement date, except investments in equity shares which are accounted for
on trade date.
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Transfer of security between categories
Transfer of security between categories of investments is accounted as per the RBI guidelines.
Acquisition cost

Costs including brokerage and commission pertaining to investments, paid at the time of acquisition, are charged
to the Profit and Loss Account.

Broken period interest is charged to the Profit and Loss Account.
Cost of investments is computed based on the weighted average cost method.
Valuation

Investments classified under the HTM category: Investments are carried at acquisition cost unless it is more than
the face value, in which case the premium is amortized over the period remaining to maturity on a constant yield
to maturity basis. Such amortization of premium is adjusted against interest income under the head ‘Income from
Investments’ under Schedule 13 in Profit and Loss Account. In terms of RBI guidelines, discount on securities
held under HTM category is not accrued and such securities are held at the acquisition cost until maturity.

Investments in subsidiaries/joint ventures are categorized as HTM and assessed for impairment to determine
permanent diminution, if any, in accordance with the RBI guidelines and suitable provisions are made.

Investments classified under the AFS and HFT categories: Investments under these categories are marked to
market. The market/fair value of quoted investments included in the ‘AFS’ and ‘HFT’ categories is the market
price of the scrip as available from the trades/quotes on the stock exchanges or prices declared by Primary Dealers
Association of India (‘PDAI’) jointly with Fixed Income Money Market and Derivatives Association of India
(‘FIMMDA’)/Financial Benchmark India Private Limited (‘FBIL’), periodically. Net depreciation, if any, within
each category of each investment classification is recognized in the Profit and Loss Account. The net appreciation
if any, under each category of each investment classification is ignored. The depreciation on securities acquired
by way of conversion of outstanding loans is provided in accordance with the RBI guidelines. The book value of
individual securities is not changed consequent to the periodic valuation of investments.

Non-performing investments are identified and provision is made thereon as per RBI guidelines. The provision
on such non-performing investments is not set off against the appreciation in respect of other performing
securities. Interest on non-performing investments is not recognized in the Profit and Loss Account until received.

Treasury Bills, Exchange Funded Bills, Commercial Paper and Certificate of Deposits being discounted
instruments, are valued at carrying cost which includes discount amortized over the period to maturity.

Units of mutual funds are valued at the latest repurchase price/net asset value declared by the mutual fund.

Market value of investments where current quotations are not available, is determined as per the norms prescribed
by the RBI as under:

. The market/fair value of unquoted government securities which are in the nature of Statutory Liquidity

Ratio (‘SLR’) securities included in the AFS and HFT categories is computed as per the rates published
by FIMMDA/FBIL.

. In case of special bonds issued by Government of India that do not qualify for SLR, unquoted bonds,
debentures, preference shares where interest/dividend is received regularly (i.e. not overdue beyond 90
days), the market price is derived based on the YTM for Government Securities as published by
FIMMDA/PDAI/FBIL and suitably marked up for credit risk applicable to the credit rating of the
instrument. The matrix for credit risk mark-up for each category and credit ratings along with residual
maturity issued by FIMMDA/FBIL is adopted for this purpose.

. In case of bonds & debentures where interest is not received regularly (i.e. overdue beyond 90 days), the
valuation is in accordance with prudential norms for provisioning as prescribed by RBI.

. Pass Through Certificates (‘PTC’) and Priority Sector PTCs are valued as per extant FIMMDA
guidelines.
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. Equity shares, for which current quotations are not available or where the shares are not quoted on the
stock exchanges, are valued at break-up value (without considering revaluation reserves, if any) which
is ascertained from the company’s latest Balance Sheet. In case the latest Balance Sheet is not available,
the shares are valued at "1 per company;

o Units of Venture Capital Funds ("VCF') held under AFS category where current quotations are not
available are valued based on the latest audited financials of the fund. In case the audited financials are
not available for a period beyond 18 months, the investments are valued at “1 per VCF. Investment in
unquoted VCF after 23 August, 2006 may be categorized under HTM category for the initial period of
three years and are valued at cost as per RBI guidelines.

. In case of investments in security receipts on or after 1 April, 2017 which are backed by more than 50
percent of the stressed assets sold by the Bank, provision for depreciation in value is made at the higher
of - provisioning rate required in terms of net asset value declared by the Reconstruction Company
(‘RC’)/Securitization Company (‘SC”) or the provisioning rate as per the extant asset classification and
provisioning norms as applicable to the underlying loans, assuming that the loan notionally continued in
the books of the bank. All other investments in security receipts are valued as per the NAV obtained from
the issuing RC/SCs.

Disposal of investments

Investments classified under the HTM category: Realized gains are recognized in the Profit and Loss Account and
subsequently appropriated to Capital Reserve account (net of taxes and transfer to statutory reserves) in
accordance with the RBI guidelines. Losses are recognized in the Profit and Loss Account.

Investments classified under the AF'S and HFT categories: Realized gains/losses are recognized in the Profit and
Loss Account.

Repurchase and reverse repurchase transactions

Repurchase and reverse repurchase transactions in government securities and corporate debt securities including
those conducted under the Liquidity Adjustment Facility (‘LAF’) and Marginal Standby Facility (‘MSF’) with
RBI are accounted as collateralized borrowing and lending respectively. Accordingly, securities given as collateral
under an agreement to repurchase them continue to be held under the investment account and the Bank continues
to accrue the coupon/discount on the security during the repo period. Further, the Bank continues to value the
securities sold under repo as per the investment classification of the security. Borrowing cost on repo transactions
is accounted as interest expense and revenue on reverse repo transactions is accounted as interest income.

Short Sales

In accordance with the RBI guidelines, the Bank undertakes short sale transactions in Central Government dated
securities. The short positions are reflected in ‘Securities Short Sold (‘SSS”) A/c’, specifically created for this
purpose. Such short positions are categorized under HFT category and netted off from investments in the Balance
Sheet. These positions are marked-to-market along with the other securities under HFT portfolio and the resultant
mark-to-market gains/losses are accounted for as per the relevant RBI guidelines for valuation of investments
discussed earlier.

Advances

Advances are classified into performing and non-performing advances (‘NPAs’) as per the RBI guidelines and are
stated net of bills rediscounted, inter-bank participation certificates, specific provisions made towards NPAs,
interest in suspense for NPAs, claims received from Export Credit Guarantee Corporation, provisions for funded
interest on term loan classified as NPAs, provisions in lieu of diminution in the fair value of restructured assets
and floating provisions.

NPAs are classified into sub-standard, doubtful and loss assets based on the criteria stipulated by the RBI.
Advances held at the overseas branches that are identified as impaired as per host country regulations for reasons
other than record of recovery, but which are standard as per the RBI guidelines, are classified as NPAs to the
extent of amount outstanding in the host country. Provisions for NPAs are made for sub-standard and doubtful
assets at rates as prescribed by the RBI with the exception for agriculture advances and schematic retail advances.
In respect of schematic retail advances, provisions are made in terms of a bucket-wise policy upon reaching
specified stages of delinquency (90 days or more of delinquency) under each type of loan, which satisfies the RBI
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prudential norms on provisioning. Provisions in respect of agriculture advances classified into sub-standard and
doubtful assets are made at rates which are higher than those prescribed by the RBI. Provisions for advances
booked in overseas branches, which are standard as per the RBI guidelines but are classified as NPAs based on
host country guidelines, are made as per the host country regulations. In case of NPAs referred to National
Company Law Tribunal (‘NCLT’) under the IBC where resolution plan or liquidation order has been approved by
NCLT, provision is maintained at higher of the requirement under RBI guidelines or the likely haircut as per
resolution plan or liquidation order.

Restructured assets are classified and provided for in accordance with the guidelines issued by RBI from time to
time.

Loss assets and unsecured portion of doubtful assets are provided/written off as per the extant RBI guidelines.

Amounts recovered against debts written off are recognized in the Profit and Loss account and included under
“Other Income”.

In case of EMI based standard retail advances, funds received from customers are appropriated in the order of
chronology as towards interest, principal, penal interest and charges. In case of other standard advances, funds
received from customers are appropriated in the order of chronology as towards charges, penal interest, interest
and principal.

The Bank makes additional provisions as per RBI’s guidelines on ‘Prudential Framework on Resolution of
Stressed Assets’ dated 7 June 2019 (the “7 June 2019 RBI Circular”) on accounts in default and with aggregate
exposure above the threshold limits as laid down in the said framework where the resolution plan is not
implemented within the specified timelines. For further details, see “Key Regulations and Policies in India” on
page 209.

In respect of borrowers classified as non-cooperative and willful defaulters, the Bank makes accelerated provisions
as per extant RBI guidelines.

Loans reported as fraud are classified as loss assets, and fully provided immediately without considering the value
of security.

For entities with Unhedged Foreign Currency Exposure (‘UFCE’), provision is made in accordance with the
guidelines issued by RBI, which requires to ascertain the amount of UFCE, estimate the extent of likely loss and
estimate the riskiness of unhedged position. This provision is classified under Schedule 5 — Other Liabilities and
Provisions in the Balance Sheet. Further, incremental capital is maintained in respect of borrower counter parties
in the highest risk category, in line with stipulations by RBI.

The Bank maintains provisions for incremental exposure of the banking system to specified borrowers beyond
Normally Permitted Lending Limit (‘NPLL”) in proportion to Bank’s funded exposure to the specified borrowers
as per RBI guidelines. This provision is classified under Schedule 5 — Other Liabilities and Provisions i