Tamilnad Mercantile Bank Limited
IPO NOTE
ISSUE KEY HIGHLIGHTS
PRICE*:

Rs. 500 – Rs. 525

ISSUE OPENS:

05th Sep 2022

ISSUE SIZE:

Rs. 832 Crores

ISSUE CLOSES:

07th Sep 2022

Particulars
QIB
NIB
Retail
Employee
Shareholder
Total Issue
Issue Details:
Industry
Promoters:

No. of Shares No. of Shares Rs. In Cr. Rs. In Cr.
@ Lower
@ Upper
@ Lower @ Upper
Band (Cr)
Band (Cr)
Band
Band

Issue Highlights:
% Of Issue

1.19
0.24
0.16

1.19
0.24
0.16

594.00
118.80
79.20

623.70
124.74
83.16

75%
15%
10%

-

-

-

-

-

1.59

1.59

792.00

831.60

100%

Private Sector Bank
PROFESSIONALLY MANAGED

None
Selling Shareholders :
Capital Structure:
Fresh Issue (@Higher Band)
Rs. 832 Cr.
Offer for Sale (@Higher Band)
NIL
Total Issue as % of total capital (Post-Issue) (@Higher
10%
Band)
Post Issue No. of Shares @ Higher Band (Cr.)
15.84
Post Issue Market Cap @ Higher Band (Rs. Cr.)
8,314
Face Value
10
Issue Route
Book Build Issue
Bid Lot (Shares)
28
Lead Managers : Axis Capital, Motilal Oswal Investment Advisors, SBI Capital
Markets
Registered Office
Thoothukudi, Tamil Nadu

Registrar

Tamilnad Mercantile Bank (“TMB”) was incorporated on May 11, 1921. TMB, headquartered at
Thoothukudi (Tamil Nadu, India), is one of the oldest and leading old private sector banks in India, with a
history of close to 100 years. The bank reported deposits of ₹ 44,930 crore and advances of ₹ 33,490
crore as of March 2022.

❑ During fiscals 2020-22, TMB’s deposits increased at a healthy CAGR of 10.46% (compared with peer
median:7.90%), falls in Top-5 amongst its peers; while its advances increased at a CAGR of 9.93%
(compared with peer median: 8%).
❑ TMB’s current account and savings account deposits to total deposits are also competitive among
peers at 30.50%.
❑ TMB’s net profits increased at a CAGR of 41.99% during fiscal 2020-22, with the bank reporting second
highest net profit at ₹ 820 crore during fiscal 2022 amongst the peers.
❑ In fiscal 2022, TMB also reported a comparatively low credit cost ratio of 0.27%. The Bank’s return on
assets (RoA) was at 1.66% compared with peers that have a median RoA of 0.80%.
❑ The trend is similar in the Return on Equity ratio, where the company outperformed peers at 16.58%
in fiscal 2022, while its peers reported a median of 8.30%. TMB is also well-capitalised with a tier-1
capital adequacy ratio of 20.44%.
❑ As of March 31, 2022, they have 509 branches, of which 106 branches are in rural, 247 in semi-urban,
80 in urban and 76 in metropolitan centres
❑ TMB has built a strong presence in the state of Tamil Nadu, with 369 branches and 949 automated
teller machines (“ATMs”) and 255 cash recycler machines (“CRMs”), 91 E-Lobbies, 3,939 PoS as of March
31, 2022.

Brief Financial Details*:

(Rs. In Cr.)
As at Mar’31

Link Intime India Pvt Ltd

Listing
BSE and NSE
Key Investment Details for Retail Investors: (UPI or ASBA)
Min No. of Shares - Application
28
Amount on the Min. Application (Rs.)
Rs. 14,700
An Indicative timetable post issue closing:
Particulars
On or about
Finalization of Basis of Allotment
12-Sep-2022
Refunds/un-blocking of ASBA Accounts
13-Sep-2022
Credit of Equity Shares to DP Ac
14-Sep-2022
Trading Commences
15-Sep-2022
Shareholding %:
Particulars
Pre-Issue Post Issue
Promoters
NIL
NIL
Public
100.00
100.00
Total
100.00
100.00

Particulars

2022

2021

2020

Equity Share Capital

142.51

142.51

142.51

Reserves
Net worth as stated

5193.20
5335.71

4437.47
4579.98

3837.14
3979.65

Interest Income

3,833.86

3,609.05

3,466.11

6.23%

4.12%

-

EBITDA

1566.74

1251.62

1030.10

Net Profit for the period

821.91

603.33

407.69

EPS Diluted (Rs.)

57.67

42.34

28.61

RONW (%)

15.40%

13.17%

10.24%

Net Asset Value (Rs.)

374.41

321.38

279.25

Revenue Growth (%)

*Restated Statement, #Reserve includes Statutory Reserve and Capital Reserves
*Source: RHP
For additional information & risk factors please refer to the Red Herring Prospectus.
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OBJECTS OF THE ISSUE
Our Bank proposes to utilize the Net Proceeds towards augmenting its Tier–I capital base to meet its future capital requirements.

Further, the Gross Proceeds from the Offer will also be used towards meeting the expenses in relation to the Offer.
The Net Proceeds are proposed to be utilized towards augmentation of our Bank’s Tier-I capital base to meet our Bank’s future capital
requirements which are expected to arise out of growth in our Bank’s assets, primarily our Bank’s loans/advances and investment
portfolio and to ensure compliance with regulatory requirements on capital adequacy prescribed by the RBI from time to time.
Considering our Tier-I position, our Bank has no plans to augment the Tier–II capital in the near future. In the event that our Bank
decides to augment its Tier–II capital in the future, it shall be in compliance with the applicable RBI directions and guidelines.

SHAREHOLDING PATTERN
Pre-offer

Post-offer

Number of
Equity Shares

% of Total Equity
Share Capital

Approx. No.
of Shares
offered

Promoter

NIL

NIL

-

NIL

NIL

Promoter Group

NIL

NIL

-

NIL

NIL

Public

142,511,454

100.00%

1,58,40,000

15,83,51,454

100.00%

Total Equity Shares

142,511,454

100.00%

1,58,40,000

15,83,51,454

100.00%

Shareholder

Number of Equity
Shares

% of Total Equity
Share Capital

Total - Promoter & Promoter Group

OFFER DETAILS
The Offer
Fresh Issue (Rs. 832 Cr.)
Offer for Sale : Name of Selling Shareholder
Selling Shareholder:

No. of Shares
Approx. 1,66,32,000 – 1,58,40,000 Shares
Amount ( Rs. In Cr. )*

Weighted Average Cost of Acquisition per
Equity Share on a fully diluted basis (Rs.)

NONE

*Calculated on Higher Price Band
TOTAL
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BUSINESS OVERVIEW
Tamilnad Mercantile Bank Limited (“TMB”) is one of the oldest and leading old private sector banks in India with a
history of almost 100 years. They offer a wide range of banking and financial services primarily to micro, small and
medium enterprises (“MSME”), agricultural and retail customers (“RAM”). As of March 31, 2022, they have 509
branches, of which 106 branches are in rural, 247 in semi-urban, 80 in urban and 76 in metropolitan centers. Their
overall customer base is approximately 5.08 million as of March 31, 2022 and 4.05 million or 79.78% of their
customers have been associated with them for a period of more than 5 years and have contributed to ₹35,014.24
crore or 77.93% to their deposits and ₹ 21,902.23 crore or 64.90% to their advances portfolios as of March 2022.
They had the 2nd highest Net Profit for Fiscal 2022 amongst their Peers, and their Return on Assets was also
higher at 1.66% compared to a median 0.80% for their Peers for Fiscal 2022.
TMB was incorporated as ‘Nadar Bank Limited’ in 1921 and their name was changed to ‘Tamilnad Mercantile Bank
Limited’ in the year 1962. They received their license to carry on banking business from the Reserve Bank of India
in 1962. Since their incorporation, having head quartered at Thoothukudi, Tamil Nadu, India, they have built a
strong presence in the state of Tamil Nadu., with 369 branches and 949 automated teller machines (“ATMs”) and
255 cash recycler machines (“CRMs”), 91 E-Lobbies, 3,939 PoS as of March 31, 2022.
Bank’s deposits have grown at a healthy pace of 10.46% CAGR (compared to median of its peers 7.90%), while its
advances grew at 9.93% CAGR (compared to median of its peers: 8%). As of March 31, 2022, their deposits and
advances portfolio in the state of Tamil Nadu has contributed 75.06% to their Total Business. They also focus on
diversifying their growth in other high growth regions of India which will help increase their network and client
base. Other than Tamil Nadu, they are present in 15 other states and 4 union territories of India. Apart from Tamil
Nadu, they have sizable presence in the states of Maharashtra, Gujarat, Karnataka, and Andhra Pradesh with
presence across 90 branches and 125 ATMs and 18 CRMs as of March 31, 2022. They have also been consistently
growing their customer base from approximately 4.66 million as of March 31, 2020 to approximately 4.91 million
as of March 31, 2021 to approximately 5.08 million as of March 31, 2022 at the CAGR of 4.36% from Fiscal 2020 to
2022. Their focus on quality of service and nurturing long term relationship with their customers has enabled
them to develop a well-recognized and trusted brand in south India, particularly in Tamil Nadu, India.
PRODUCT PORTFOLIO
The products and services offered to their customers can be divided into 2 categories - Asset Products (i.e.
advances) and Deposit Products.
Asset Products
Their Asset Products target the RAM customers, which include MSMEs, agricultural customers, retail customers,
and their corporate customers.
Advances:
TMB’s advances portfolio primarily consists of lending to (a) Retail customers; (b) agricultural customers and (c)
MSMEs (“RAM”).
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Agricultural customers: TMB primarily offer loan products to individual farmers, group of farmers and agricultural
corporates. During the Fiscals 2020, 2021 and 2022 agricultural customers contributed 24.77%, 27.41% and
29.70% respectively to their total advances with a CAGR of 19.70% from March 31, 2020 to March 31, 2022.
Retail customers: TMB primarily offer home loans, personal loans, auto loans, educational loans as well as security
backed loans of various types to their retail customers. During the Fiscals 2020, 2021 and 2022 retail customers
contributed 19.27%, 20.60% and 20.39% respectively to their total advances with a CAGR of 12.46% from March
31, 2020 to March 31, 2022.

Home Loans :
TMB offers long-term housing loans ‘TMB Home Loans’ catering to various housing requirements of individuals
ranging from purchase, construction and renovations. The loan amount under the TMB Home Loans ranges from
₹30 million in non-metro regions to ₹ 50 million in metro regions. They also offer customised loans for renovations
up to a maximum limit of ₹ 2.50 million.
Loan Against Property (“LAP”)
TMB offers financial support against properties that cater towards providing finance to clients. These loans are
typically sanctioned for customers with a regular banking relationship and the credit ranges from ₹0.1 million to
₹50 million subject to various conditions. Bank’s LAP portfolio increased at a CAGR of 3.19% from ₹ 406.27 crore in
Fiscal 2020 to ₹ 432.60 crore in Fiscal 2022.
Vehicle Loans
TMB offers a variety of secured loans under the vehicle loan portfolio for personal and commercial purposes.
Bank’s vehicle loan portfolio increased at a CAGR of 6.09% from ₹ 401.53 crore in Fiscal 2020 to ₹ 451.95 crore in
Fiscal 2022.
TMB Personal Loan schemes are for assisting individuals to meet their various family and personal needs and TMB
Educational Loan schemes offer financial support to eligible students for pursuing higher education as determined
by the institution/ organization offering the educational course.
Corporate customers:
TMB offers various kinds of loans to corporates, in textiles and other industries, with their assortment of banking
products and services including working capital, term financial, trade financial, structured finance services, foreign
exchange business funding in domestic and foreign currencies. During the Fiscals 2020, 2021 and 2022 corporate
customers contributed 18.04%, 12.92% and 12.53% respectively to their total advances with a CAGR of (8.89%)
from March 31, 2020 to March 31, 2022.
From Fiscal 2020 to Fiscal 2022, the overall advances portfolio has increased at a CAGR of 9.33%.
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COMPETITIVE STRENGTHS
•

Strong legacy, loyal customer base and focus on improving servicing framework;

•

Strong presence in Tamil Nadu with focus to increase presence in other strategic regions;

•

Advances with focus on MSME, agricultural and retail segments;

•

Consistently growing deposit base with focus on low-cost retail CASA;

•

Professionally managed Bank with experienced senior management team and board of directors;

•

Strong asset quality, underwriting practices and risk management policies and procedures;

•

Consistent financial performance.

KEY BUSINESS STRATEGIES
•

Continue to strengthen the product portfolios across deposits and advances;

•

Transformation through technology to improve efficiency and customer experience;

•

Continue to improve asset quality.

COMPARISON WITH LISTED INDUSTRY PEERS (AS ON 31ST MARCH 2022)
Market
Capitalisation(MC)
(₹ Cr)*

Total
Revenue
(₹ Cr)

EPS
(Basic)

NAV

P/E*

RoNW

Name of the Company

Consolidated
/ Standalone

FV

Closing
Price

Tamilnad Mercantile Bank

Consolidated

10

NA

NA

4,566.44

57.67

374.41

[·]

15.40%

City Union Bank Ltd

Consolidated

1

180.30

13,334.72

4,863.86

10.29

89.05

12.54

11.54%

DCB Bank Ltd

Consolidated

10

92.55

2,878.60

3,964.80

9.26

130.15

7.49

7.10%

Federal Bank Ltd

Consolidated

2

119.45

25,137.01

16,502.46

9.52

91.58

10.23

10.21%

Karnataka Bank Ltd

Consolidated

10

73.65

2,292.67

7,175.54

16.36

227.98

3.39

7.16%

Peer Group

All the financial information for listed industry peers of the Company mentioned above is on a consolidated basis (unless otherwise available only on standalone basis)
*P/E Ratio has been computed based on the closing market price of the equity shares (NSE) on March 31, 2022,
*Market Capitalization is computed/stated as on September 02, 2022
Source: RHP
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DISCLAIMER
The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.
This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should
exercise due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be
construed as an offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are
not guaranteed and a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any
other information contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report
is intended for distribution to institutional investors.
This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in
any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to
SSSIL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially
USA, the same may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S.
persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized
use, duplication, redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing
to a third party a link, is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further
distributed by the recipient to any third party.
SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member
of any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients
that reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with
the recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of
the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.
The compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a
whole, of which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).
Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors,
analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of
this report including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income,
etc.
SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell,
the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial
interest) or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other
potential material conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may
or may not subscribe to the views expressed therein.
SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.
SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable
for any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by
SSSIL through this presentation.
SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Systematix Shares and Stocks (India) Limited:
Registered and Corporate address: The Capital, A-wing, No. 603 – 606, 6th Floor, Plot No. C-70, G Block, Bandra Kurla Complex, Bandra (East), Mumbai – 400 051
CIN - U65993MH1995PLC268414 | BSE SEBI Reg. No.: INZ000171134 (Member Code: 182) | NSE SEBI Reg. No.: INZ000171134 (Member Code: 11327) | MCX SEBI Reg. No.:
INZ000171134 (Member Code: 56625) | NCDEX SEBI Reg. No.: INZ000171134 (Member Code: 1281) | Depository Participant SEBI Reg. No.: IN-DP-480-2020 (DP Id: 34600) | PMS
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