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 What is the company’s business? 

Established in 1996, AU Financiers (India) Limited (now, AU Small Finance Bank) is the 

only AFC (Asset Financing Company) to get RBI approval to set up a small finance bank to 

provide financial inclusion to sections of the economy not being served by other banks, such 

as small business units, small and marginal farmers, micro and small industries and 
unorganized sector entities. The company is categorized as “Systemically Important, Non-

Deposit Accepting Asset Finance Company” (NBFC-ND-AFC) by the RBI. AU Financiers 

operate in 3 business lines: viz., Vehicle finance, Micro, small and medium enterprises 

(MSMEs) loans, Small and medium enterprises (SMEs) loans.  

 What are the future plans of the company? 

Going forward, AU Small Finance Bank (AUSFB) intends to expand and strengthen its business model to offer a diverse suite of banking products 

and services by leveraging its asset-based lending strengths, existing customer base and cost efficient, technology driven centralized operating 

model to create a successful new SFB. The company intends to continue to operate 116 of its existing branches as centers (where it will only offer 

its asset products), and open 116 new SFB branches in the vicinity of such centers. In addition, the company intends to relocate 184 existing 

branches and operate them as SFB branches. In addition to these 300 SFB branches and 116 centers, AUSFB will gradually open 131 additional 

SFB branches during the financial year 2018 to reach 431 SFB branches and 116 centers at the end of the financial year 2018. 

 How strong is the company financially? 

For the last five fiscals AUSFB has posted CAGR of 30% in AUM, 46% in Net worth, and 47% in PAT. As of March 31, 2017, the company’s 

gross assets under management grew 30 % to Rs 10,734 crore and its total disbursements rose 19 % to Rs 6730.46 crore compared to the previous 

year. The company has a total of 2.8 lakh active loan accounts. The bank’s asset 

quality worsened significantly after its transition from a non-banking finance 

company (NBFC). As on March 31, it had total bad loans worth Rs 107.2 crore, 

up from Rs 37 crore in the previous year. 

 Who are the selling shareholders? 

The share sale will be led by Redwood Investment (Warburg Pincus) which plans to offload 14,800,000 shares while International Finance 

Corporation (IFC) plans to sell 7,572,169 shares. Chrys Capital’s Labh Investments (11,250,000 shares) and Kedaara Capitals’ Ourea 

Holdings (10,365,368 shares) are other prominent investors participating in the IPO. It is good to see that none of the investors are fully exiting 

the company. 

Among company promoters, founder and CEO Sanjay Agarwal and his family will be giving away 8,423,256 shares in the OFS. 

 Are the valuations justified at the IPO price? 

At the upper price band, the company’s price to book stands at 5.08, which is significantly higher than other listed small finance banks (Equitas 

and Ujjivan) and leading private banks (IndusInd Bank, RBL Bank). However, unlike its peers, AUSFB is asset-backed, which to some extend 

justifies the expensive valuation. 

 Our Recommendation 

The valuations at the declared price band appear to be slightly on the higher side. However, considering the strong PE (Private Equity) 

investments, robust financial performance, AUSFB is a solid play in the secured financing sector and promises significant growth as a small 

finance bank too. Hence, we recommend our clients to SUBSCRIBE to the IPO. 

 


