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NOTICE TO INVESTORS

We have furnished and accept full responsibility for all of the information contained in this Placement
Document and confirm that, to the best of our knowledge and belief, having made all reasonable enquiries,
this Placement Document contains all information with respect to us and the Equity Shares which is material
in the context of this Issue. The statements contained in this 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 Placement Document with regard to us and the Equity Shares are honestly held,
have been reached after considering all relevant circumstances, are based on information presently available
to us and are based on reasonable assumptions. There are no other facts in relation to us and the Equity
Shares, the omission of which would, in the context of the Issue, make any statement in this Placement
Document misleading in any material respect. Further, all reasonable enquiries have been made by the Bank
to ascertain such facts and to verify the accuracy of all such information and statements.

Each person receiving this Placement Document acknowledges that such person has not relied on either the
Lead Managers or on any of their respective shareholders, employees, counsel, officers, directors,
representatives, agents or affiliates in connection with its investigation of the accuracy of such information or
its investment decision, and each such person must rely on its own examination of us and the merits and risks
involved in investing in the Equity Shares.

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

The Equity Shares have not been approved, disapproved or recommended by the U.S. Securities and
Exchange Commission, any state securities commission in the United States or the securities
commission of any non-U.S. jurisdiction or any other U.S. or non-U.S. regulatory authority. No
authority has passed on or endorsed the merits of this Issue or the accuracy or adequacy of this
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 distribution of this Placement Document and the Issue may be restricted by law in certain jurisdictions.
As such, this 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 authorized 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 Lead Managers which would permit an offering of the Equity Shares or distribution of this
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
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. If you purchase the Equity
Shares in the Issue, you will be deemed to have made the representations, warranties, acknowledgements and
agreements set forth in the sections “Notice to Investors - Representations by Investors” and “Distribution and
Solicitation Restrictions” with respect to that purchase. For more details, please see the sections “Distribution
and Solicitation Restrictions” and “Transfer Restrictions”.

In making an investment decision, prospective investors must rely on their own examination of us and the
terms of this Issue, including the merits and risks involved. Investors should not construe the contents of this
Placement Document as legal, tax, accounting or investment advice. Investors should consult their own
counsel and advisors as to business, legal, tax, accounting and related matters concerning this Issue. In
addition, neither we nor the Lead Managers are making any representation to any offeree or purchaser of the
Equity Shares regarding the legality of an investment in the Equity Shares by such offeree or purchaser under
applicable laws or regulations. Each purchaser of the Equity Shares in this Issue is deemed to have
acknowledged, represented and agreed that it is a QIB and it is eligible to invest in India and in Equity Shares
under Indian law, including Chapter VIII of the ICDR Regulations and Section 42 of the Companies Act,
2013, and is not prohibited by the SEBI or any other statutory or regulatory authority from buying, selling or
dealing in securities. Each purchaser of Equity Shares in this Issue is also deemed to have acknowledged that
it has been afforded an opportunity to request from us and review information relating to us and the Equity
Shares.



The information on the Bank’s website or any website directly or indirectly linked to the Bank’s website or
the respective websites of each of the Lead Managers or their affiliates does not constitute or form part of this
Placement Document. Prospective investors should not rely on the information contained in, or available
through such websites. This Placement Document contains summaries of certain terms of certain documents.
All such summaries are qualified in their entirety by the terms and conditions of such documents.

Representations by Investors
References herein to “you” are to the prospective investors in the Issue.

By subscribing to any Equity Shares under the Issue, you are deemed to have represented, warranted,
acknowledged and agreed to us and the Lead Managers as follows:

e you are a qualified institutional buyer as defined in Regulation 2(1)(zd) and Chapter VIII of the ICDR
Regulations (“QIB™), have a valid and existing registration under applicable laws of India (as applicable),
and undertake to acquire, hold, manage or dispose of any Equity Shares that are allocated to you in
accordance with Chapter VIII of the ICDR Regulations and undertake to comply with the ICDR
Regulations, the Companies Act (as defined hereinafter) and all other applicable laws, including any
reporting obligations;

e if you are not a resident of India, you are an Eligible FPI (as defined hereinafter) (including a FlI
(including a sub-account other than a sub-account which is a foreign corporate or a foreign individual),
and have a valid and existing registration with the SEBI under the applicable laws in India and you agree
that you will participate in this Issue through the Portfolio Investment Scheme or the Foreign Portfolio
Investment Scheme, as applicable. You confirm that you are not an FVCI or a foreign multilateral and
bilateral development financial institution;

e if you are Allotted Equity Shares pursuant to the Issue, you shall not, for a period of one year from the
date of Allotment, sell the Equity Shares so acquired except on the floor of the Stock Exchanges;

e you are aware that the Equity Shares have not been, and will not be, registered under the Companies Act,
the ICDR Regulations or under any other law in force in India. This 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 will not be filed or registered with the Registrar of Companies. This Placement
Document has been filed with the Stock Exchanges and has been displayed on our website and the
websites of the Stock Exchanges;

e you are entitled to subscribe for and acquire the Equity Shares under the laws of all relevant jurisdictions
and that you have the necessary capacity, have obtained all necessary consents, governmental or
otherwise, and authorities and have complied with all necessary formalities to enable you to commit to
participation 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
authorizations to agree to the terms set out or referred to in this Placement Document) and will honour
such obligations;

e neither we nor any of the Lead Managers or any of our or their respective shareholders, directors,
officers, employees, counsel, representatives, agents or affiliates are making any recommendation to you
or advising you regarding the suitability of any transactions that may be entered into in connection with
the Issue;

e your participation in the Issue is on the basis that you are not and will not be a client of any of the Lead
Managers. None of the Lead Managers and any of their respective shareholders, directors, officers,
employees, counsel, representatives, agents and affiliates has duties or responsibilities to you for
providing the protection afforded to their clients or customers or for providing advice in relation to the
Issue and is in no way acting in a fiduciary capacity;

e you confirm that either: (i) you have not participated in or attended any investor meetings or presentations
by the Bank or its agents (“Company Presentations™) with regard to the Bank or the Issue; or (ii) if you
have participated in or attended any Company Presentations, (a) you understand and acknowledge that



the Lead Managers may not have knowledge of the statements that the Bank or its agents may have made
at such Company Presentations and are also unable to determine whether the information provided to you
at such Company Presentations may have included any material misstatements or omissions, and,
accordingly you acknowledge that the Lead Managers have advised you not to rely in any way on any
information that was provided to you at such Company Presentations, and (b) you confirm that, to the
best of your knowledge, you have not been provided any material information relating to the Bank and
the Issue that was not publicly available;

all statements other than statements of historical fact included in this Placement Document, including,
without limitation, those regarding our financial results, 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 our 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 Placement Document.
We assume no responsibility to update any of the forward-looking statements contained in this Placement
Document;

you are aware and understand that the Equity Shares are being offered only to QIBs and are not being
offered to the general public and Allotment of the Equity Shares shall be on a discretionary basis;

you have made, or are deemed to have made, as applicable, the representations and warranties as set forth
in the section “Transfer Restrictions”;

you have been provided a serially numbered copy of this Placement Document and have read this
Placement Document in its entirety, including in particular, the section “Risk Factors”;

in making your investment decision you have (i) relied on your own examination of us and the terms of
the Issue, including the merits and risks involved, (ii) made your own assessment of us, Equity Shares
and the terms of the Issue, (iii) consulted your own independent counsel and advisors (including tax
advisors) or otherwise have satisfied yourself concerning, without limitation, the effects of local laws and
taxation matters, (iv) relied solely on the information contained in this Placement Document and no other
disclosure or representation by us or any other party, and (v) you have received all information that you
believe is necessary or appropriate in order to make an investment decision in respect of us and Equity
Shares;

neither the Lead Managers nor any of their respective shareholders, directors, officers, employees,
counsel, representatives, agents or affiliates have provided you with any tax advice or otherwise made
any representations regarding the tax consequences of purchase, ownership and disposal of Equity Shares
(including the Issue and the use of proceeds from Equity Shares). You agree to obtain your own
independent tax advice from a reputable service provider and will not rely on the Lead Managers or any
of their respective shareholders, directors, officers, employees, counsel, representatives, agents or
affiliates when evaluating the tax consequences in relation to Equity Shares (including in relation to the
Issue and the use of proceeds from Equity Shares). You waive, and agree not to assert any claim against,
any of us or the Lead Managers or any of our or their respective shareholders, directors, officers,
employees, counsel, representatives, agents or affiliates with respect to the tax aspects of 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 and business
matters as to be capable of evaluating the merits and risks of investment in Equity Shares. You are
experienced in investing in private placement transactions of securities of companies in a similar stage of
development and in similar jurisdictions. You and any accounts for which you are subscribing to Equity
Shares (i) are each able to bear the economic risk of investment in Equity Shares, (ii) will not look to us
and/or any of the Lead Managers or our or their respective shareholders, directors, officers, employees,
counsel, representatives, agents or affiliates for all or part of any such loss or losses that may be suffered,
(iii) are able to sustain a complete loss on the investment in Equity Shares, (iv) have no need for liquidity
with respect to the investment in Equity Shares, and (v) have no reason to anticipate any change in your
or their circumstances, 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 Equity Shares in this Issue
for your own investment and not with a view to distribution;

where you are acquiring Equity Shares for one or more managed accounts, you represent and warrant that
you are authorized in writing, by each such managed account to acquire Equity Shares for each managed
account and to make (and you hereby make) the representations, warranties, acknowledgements 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 (as defined under the ICDR Regulations) and are not a person related to the
Promoters, either directly or indirectly and your Application does not directly or indirectly represent the
Promoters or Promoter group or persons related to the Promoters;

you are aware that in terms of Section 42(7) of the Companies Act, 2013 and Rule 14(3) of the
Companies (Prospectus and Allotment of Securities) Rules, 2014, we are required to file the list of QIBs
to whom the Placement Documents are circulated) along with other particulars with the RoC and SEBI
within 30 days of circulation of the Preliminary Placement Document and other filings required under the
Companies Act, 2013 in connection with the Issue;

you have no rights under a shareholders’ agreement or voting agreement with the Promoters or persons
related to the Promoters, no veto rights or right to appoint any nominee director on our Board of Directors
other than such rights, if any, acquired in the capacity of a lender not holding any of our Equity Shares,
which shall not be deemed to be a person related to the Promoter;

you have no right to withdraw your Application after the Issue Closing Date;

you are eligible to apply and hold Equity Shares so Allotted together with any Equity Shares held by you
prior to the Issue. You further confirm that your aggregate holding after the Allotment of Equity Shares
to you will not exceed the level permissible as per any applicable regulation;

the Application submitted by you will not, or would not eventually result in triggering a tender offer
under the Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011 (the “Takeover Code™);

to the best of your knowledge and belief, your aggregate holding, together with other QIBs in the Issue
that belong to the same group or are under common control as you, pursuant to the Allotment under the
present Issue shall not exceed 50% of the Issue. For the purposes of this representation;

a. the expression “belongs to the same group” shall be interpreted by applying the concept of
“companies under the same group” as provided in sub-section (11) of Section 372 of the Companies
Act, 1956; and

b. “Control” shall have the same meaning as is assigned to it by Regulation 2(1)(e) of the Takeover
Code;

you shall not undertake any trade in Equity Shares credited to your Depository Participant account until
such time that the final listing and trading approval for the Equity Shares is issued by the Stock
Exchanges;

you are aware that (i) applications for in-principle approval, in terms of Clause 24(a) of the listing
agreements with the Stock Exchange, were made and approval has been received from each of the Stock
Exchanges, and (ii) the application for the in-principle and final listing and trading approvals will be
made only after Allotment of the Equity Shares in the Issue. There can be no assurance that such
approvals for listing and trading of such Equity Shares will be obtained in time or at all. We shall not be
responsible for any delay or non-receipt of such approvals or any loss arising from such delay or non-
receipt;

you are aware that if you are Allotted more than 5% of the Equity Shares in the Issue, we are required to
disclose your name and the number of Equity Shares Allotted to the Stock Exchanges and the Stock
Exchanges will make such information available on their website and you consent to such disclosures;
We shall be required to disclose your name in the format prescribed under clause 35 of the listing



agreements with the Stock Exchanges. Further, if you are a top ten shareholder in our Company, we will
be required to make a filing with the RoC within 15 days of the change, in accordance with Section 93 of
the Companies Act, 2013;

you acknowledge, represent and agree that your total interest in our paid-up share capital, whether direct
or indirect, beneficial or otherwise (any such interest, your “Holding”), when aggregated together with
any existing Holding and/or Holding of any of your “associated enterprises” (as defined under Section
92A of the Income Tax Act, 1961), does not exceed 5% of our total paid-up share capital, unless you are
an existing shareholder who already holds 5% or more of our underlying paid-up share capital with the
approval of the RBI, provided that your Holding does not, without the further approval of the RBI,
exceed your existing Holding after Allotment under the Issue;

you are aware and understand that the Lead Managers will have entered into a placement agreement with
us whereby each of the Lead Managers has, subject to the satisfaction of certain conditions set out
therein, undertaken severally, and not jointly, to use its reasonable endeavours as our placement agent to
seek to procure subscription for the Equity Shares;

you are eligible to invest in India under applicable laws, including the Foreign Exchange Management
(Transfer or Issue of Security by a Person Resident Outside India) Regulations, 2000, as amended, and
any notifications, circulars, or clarifications issued thereunder, and have not been prohibited by the SEBI
or any other regulatory authority from buying, selling or dealing in securities;

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 Placement Document, such information being all that
you deem necessary to make an investment decision in respect of Equity Shares and that you have neither
received nor relied on any other information given or representations, warranties or statements made by
any of the Lead Managers (including any view, statement, opinion or representation expressed in any
research published or distributed by any of the Lead Managers or their respective affiliates or any view,
statement, opinion or representation expressed by any staff (including research staff) of any of the Lead
Managers or their respective affiliates) or us and none of the Lead Managers will be liable for your
decision to accept an invitation to participate in the Issue based on any other information, representation,
warranty or statement;

you understand that none of the Lead Managers has 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
us of any of our respective obligations or any breach of any representations or warranties by us, whether
to you or otherwise;

you agree that any dispute arising in connection with the Issue will be governed by and construed in
accordance with the laws of 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 the Preliminary Placement
Document and this Placement Document;

each of the representations, warranties, acknowledgements and agreements set forth above shall continue
to be true and accurate at all times up to and including the Allotment of the Equity Shares in the Issue;

you agree to indemnify and hold us and the Lead Managers 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 and undertakings made by you in
this Placement Document. You agree that the indemnity set forth in this paragraph shall survive the
resale of the Equity Shares by or on behalf of the managed accounts; and

that we, the Lead Managers, their respective affiliates and others will rely on the truth and accuracy of the
foregoing representations, warranties, acknowledgements and agreements which are given to the Lead
Managers on their own behalf and on our behalf and are irrevocable.



Off-Shore Derivative Instruments (P-Notes)

Subject to compliance with all applicable Indian laws, rules, regulations and approvals in terms of Regulation
22 of the Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2014, as amended
(the “SEBI FPI Regulations”), foreign portfolio investors (“FPIs”) (other than Category Ill Foreign Portfolio
Investors and unregulated broad based funds which are classified as Category Il foreign portfolio investors by
virtue of their investment manager being appropriately regulated), including affiliates of the Lead Managers
that are registered as FPIs, may issue, subscribe to or otherwise deal in, “off-shore derivative instruments”
(which is 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 that are listed or proposed to be listed on any
recognized stock exchange in India, as its underlying) (all such off-shore derivative instruments referred to
herein as “P-Notes”), directly or indirectly, only in favour of such persons who are regulated by an
appropriate foreign regulatory authority and subject to compliance with “know your client” norms.

An FPI shall also ensure that no further issue or transfer of any instrument referred to above is made by or on
behalf of it, to any person other than such entities regulated by appropriate foreign regulatory authorities. P-
Notes have not been and are not being offered or sold pursuant to this Placement Document. This Placement
Document does not contain any information concerning any P-Notes or the issuer(s) of any P-Notes,
including, without limitation, any information regarding any risk factors relating thereto.

Any P-Notes that may be issued are not securities of the Bank and do not constitute any obligations of, claim
on, or interests in the Bank. We have 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 solely the obligations of, third parties that are unrelated to us. We and
the 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 Lead Managers and do not constitute any obligations of, or claim on, the Lead Managers. Affiliates of
the Lead Managers that are eligible FPIs may purchase, to the extent permissible under law, Equity Shares in
the Issue, and may issue P-Notes in respect thereof.

Prospective investors interested in purchasing any P-Notes have the responsibility to obtain adequate
disclosure as to 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 the SEBI nor any other regulatory authority has reviewed or
approved any P-Notes or any disclosure related thereto. Prospective investors are urged to consult with
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.

Notice to New Hampshire Residents

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES ANNOTATED 1955, AS AMENDED (“RSA 421-B”) WITH THE STATE OF NEW
HAMPSHIRE, NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON
IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE
SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B
IS TRUE, ACCURATE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT
THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR TRANSACTION
MEANS THAT THE SECRETARY OF STATE OF NEW HAMPSHIRE HAS PASSED IN ANY WAY
UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO,
ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE
MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT, ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

Disclaimer Clause of the Stock Exchanges

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

1. warrant, certify or endorse the correctness or completeness of any of the contents of this 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 our financial or other soundness, our management or any of our schemes or
projects.

The filing of this Placement Document should not for any reason be deemed or construed to mean that this
Placement Document has been cleared or approved by the Stock Exchanges. Every person who desires to
apply for or otherwise acquires 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 or acquisition,
whether by reason of anything stated or omitted to be stated herein or for any other reason whatsoever.

OFAC Information

The U.S. Department of the Treasury’s Office of Foreign Assets Control, or OFAC, administers certain laws
and regulations that impose penalties upon U.S. persons and, in some instances, foreign entities owned or
controlled by U.S. persons, for conducting activities or transacting business with certain countries,
governments, entities or individuals subject to U.S. economic sanctions, or U.S. Economic Sanctions Laws.
We will not use any proceeds, directly or indirectly, from sales of our Equity Share, to fund any activities or
business with any country, government, entity or individual with respect to which U.S. persons or, as
appropriate, foreign entities owned or controlled by U.S. persons, are prohibited by U.S. Economic Sanctions
Laws from conducting such activities or transacting such business.

OFAC regulations impose restrictions on financial transactions with Cuba, Myanmar, Iran, Russia and Sudan
and with persons and entities included in OFAC’s list of Specially Designated Nationals and Blocked Persons
(the “SDN List”). The Bank has no business operations, subsidiaries or affiliated entities in these countries
and the Bank takes measures to avoid transactions with persons and entities on the SDN List. The Bank has
systems to identify and decline transactions with persons and entities on the SDN List.

Further, we have three blocked accounts of Iranian financial institutions which were opened under the ACU
settlements as per the Reserve Bank of India (Central bank) guidelines. In December 2010 the Reserve Bank
of India suspended the ACU arrangement and from that date these three accounts have been blocked and there
has been no transactions permitted in these accounts.



CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET
DATA, CURRENCY OF PRESENTATION AND EXCHANGE RATES

Certain Conventions

All references to “you”, “your”, “offeree”, “purchaser”, “subscriber”, “recipient”, “investors”, “prospective
investors” and “potential investors” are to the prospective investors of the Equity Shares to be issued pursuant
to this Issue. References in this Placement Document to “India” are to the Republic of India, to the
“Government” or the “Central Government” are to the Government of India and to any “State Government”
are to the relevant state government in India.

Financial Data

We prepare our financial statements on the historical cost convention, except where otherwise stated, and in
accordance with the accounting standards read with guidelines issued by the RBI and conform to the statutory
provisions and practices prevailing within the banking industry in India (“Indian GAAP”). Indian GAAP
differs in certain respects from accounting principles generally accepted in other countries, including IFRS
and U.S. GAAP. We do not provide a reconciliation of our financial statements to IFRS or U.S. GAAP.
Accordingly, the degree to which the financial statements prepared in accordance with Indian GAAP included
in this Placement Document will provide meaningful information is entirely dependent on the reader’s level
of familiarity with the respective accounting practices. Any reliance by persons not familiar with Indian
accounting practices on the financial disclosures presented in this Placement Document should accordingly be
limited. See “Risk Factors — Risk Factors Relating to the Equity Shares — Significant differences exist
between Indian GAAP and accounting principles generally accepted in certain other countries, including U.S.
GAAP and IFRS, which may be material to investors’ assessments of our historical financial results and
future financial results upon adoption of any such accounting principles other than Indian GAAP” in this
Placement Document.

In this Placement Document, certain monetary thresholds have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures
which precede them.

Unless stated otherwise, the financial data in this Placement Document is derived from our financial
statements prepared in accordance with Indian GAAP and the requirements prescribed under the Banking
Regulation Act and the circulars and guidelines issued thereunder. Our fiscal year commences on April 1 of
each year and ends on March 31 of the succeeding year, so all references to a particular “fiscal year” or
“Fiscal” or “financial year” are to the twelve-month period ended on March 31 of that year. Our audited
financial statements as of and for the years ended March 31, 2015, March 31, 2014 and March 31, 2013 are
included in this Placement Document and are referred to herein as the “Financial Statements”. Our audited
financial statements as of and for the year ended March 31, 2015 included in this Placement Document are
subject to adoption by our shareholders in accordance with applicable law at the next AGM.

In this Placement Document, the terms “loans”, “advances” and “loans and advances” have been used

LI

interchangeably and unless otherwise stated, “loans”, “advances” or “loans and advances” represent the
amount of loans outstanding net of provisions for non-performing assets. “Gross loans”, “gross advances” or
“gross loans and advances” represent the amount of loans outstanding before deducting the provisions held
for non-performing assets. Further, the stand-alone expressions “profit” and “net profit” have been used

interchangeably to represent the profit earned for the period net of all provisions including provision for taxes.
Market Data/Industry Data

Information regarding markets, market size, market share, market position, growth rates and other industry
data pertaining to our business contained in this Placement Document consists of estimates based on data
reports compiled by professional organizations and analysts, data from other external sources and our
knowledge of our revenues and markets. In some cases, there is no readily available external information
(whether from trade associations, government bodies or other organizations) to validate market-related
analyses and estimates, requiring us to rely on internally developed estimates. While we have compiled,
extracted and reproduced market or other industry data from external sources, including third parties or
industry or general publications, we have not independently verified that data. We cannot assure potential
investors of the accuracy and completeness of, and take no responsibility for, such data. Similarly, while we



believe our internal estimates to be reasonable, such estimates have not been verified by any independent
sources and we cannot assure potential investors as to their accuracy.

Currency of Presentation

All references in this Placement Document to “3”, “Rupees”, “Rs.”, “Indian Rupees” and “INR” are to Indian
Rupees, the official currency of India. All references to “US$”, “U.S. Dollars”, “U.S. Dollar”, “dollars”, “US
Dollars”, “USD” or “$” are to United States Dollars, the official currency of the United States of America.
All references to “euro”, “EUR” or “€” are to the single currency of the participating Member States in the
Third Stage of European Economic and Monetary Union of the Treaty Establishing the European Community,
as amended from time to time. All references to “British pounds” or “£” are to the lawful currency of the
United Kingdom.

Exchange Rates

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

The following table sets forth information concerning exchange rates between the Rupee and the U.S. dollar
for the periods indicated. Exchange rates are based on the reference rates released by the RBI. No
representation is made that any Rupee amounts could have been, or could be, converted into U.S. dollars at
any particular rate, the rates stated below or at all. On June 29, 2015, the exchange rate was ¥ 63.9170 to
US$1.00.

Period End Average® High Low
Year Ended
March 31: (% Per US$1.00)
54.39 54.45 57.22 50.56
60.10 60.50 68.36 53.74
62.59 61.15 63.75 58.43
Quarter Ended:
June 30, 2014 60.09 59.77 61.12 58.43
December 31, 2014 ..., 63.33 62.00 63.75 61.04
March 31, 2015........cccovnviiviicniccins 62.59 62.25 63.45 61.41

Source: www.rbi.org.in
(1) Represents the average of the reference rates released by the RBI on every working day of the period for each year and quarter
presented.



FORWARD-LOOKING STATEMENTS

Certain statements contained in this 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”, “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 our strategies, objectives, plans or goals are also forward-looking

statements.

All statements regarding our expected financial condition and results of operations, business plans, including
potential acquisitions and prospects are forward-looking statements. These forward-looking statements
include statements as to our liquidity, growth, business strategy, revenue, dividend policy and profitability and
other matters discussed in this Placement Document regarding matters that are not historical facts. These
forward-looking statements and any other projections contained in this Placement Document (whether made
by us or any third party) are predictions and involve known and unknown risks, uncertainties, assumptions
and other factors that may cause our actual results, performance or achievements to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking
statements or any other projections. Important factors that could cause actual results, performance or
achievements to differ materially include, among others:

e any inability to sustain recent levels of performance, including growth in our businesses and
improvements in financial results and other indicators of financial performance;

e any inability to manage our growth effectively or successfully execute our growth strategy, including
continued branch network expansion, or any failure to achieve the synergies and other benefits we
expect from such expansion;

e any inability to sustain or increase our net interest income or address challenges in our newer fee
income business;

o volatility in interest rates or other market conditions;

e any inability to manage maturity and interest rate mismatches between our assets and liabilities;
e adverse economic conditions or a continued slowdown in India;

e increases in our non-performing assets (“NPAs”);

e increasing competition;

e our dependence on, and ability to retain, our senior management team;

o political, economic, regulatory and business conditions in India;

e our concentrated exposure to certain sectors and borrowers;

¢ changes in banking, insurance and other regulations in India;

o the non-availability of comprehensive statistical, corporate and financial information, including on
individual borrowers, in India;

o delays or failures in foreclosing on collateral when borrowers default on their obligations;
e changes in the tax law in India; and

o fluctuations in the exchange rates of the Rupee against the U.S. dollar, the euro, the British pound
and other currencies.
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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 “Our Business”.

The forward-looking statements contained in this Placement Document are based on the beliefs of
management, as well as assumptions regarding trends in the Indian and international financial markets and
economies, the political climate in which we operate and information currently available to 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 materialize, or if any of our underlying assumptions prove to be incorrect, our actual results
of operations 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.
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ENFORCEMENT OF CIVIL LIABILITIES

Indusind Bank Limited is a banking company incorporated with limited liability under the laws of India. All
of our Directors and senior management are residents of India and our assets are substantially located in India.
As a result, it may be difficult for investors outside India to effect service of process upon us or such persons
outside India, or to enforce judgments obtained against such parties outside India.

Recognition and enforcement of foreign judgments is provided for under Sections 13 and 44A of the Code of
Civil Procedure, 1908, as amended (the “Civil Procedure Code”). Section 13 of the Civil Procedure Code
provides that foreign judgments shall be conclusive regarding any matter directly adjudicated upon, except:

e where the judgment has not been pronounced by a court of competent jurisdiction;
o where the judgment has not been given on the merits of the case;

e where it appears on the face of the proceedings that the judgment is founded on an incorrect view of
international law or a refusal to recognize the law of India in cases to which such law is applicable;

e where the proceedings in which the judgment was obtained were opposed to natural justice;
e where the judgment has been obtained by fraud; or
e where the judgment sustains a claim founded on a breach of any law then in force in India.

India is not a party to any international treaty in relation to the recognition or enforcement of foreign
judgments. 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 such 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 an appropriate court in India. Section
44A of the Civil Procedure Code is applicable only to monetary decrees not being in the nature of amounts
payable in respect of taxes, other charges of a similar nature or fines or other penalties and does not apply to
arbitration awards.

Each of the United Kingdom, Singapore and Hong Kong have been declared by the Government to be
reciprocating territories 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 suit upon the judgment and not by proceedings in execution. The suit is required to be
filed in India within three years from the date of such foreign 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 was
brought in India. Furthermore, it is unlikely that an Indian court would enforce foreign judgments if it viewed
the amount of damages awarded as excessive or inconsistent with Indian public policy. A party seeking to
enforce a foreign judgment in India is required to obtain the prior approval of the RBI to repatriate outside
India any amount recovered pursuant to the execution of such a judgment. In addition, any judgment
denominated in a foreign currency would be converted into Indian rupees on the date of the judgment and not
on the date of payment.
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DEFINITIONS AND ABBREVIATIONS

Unless otherwise defined or the context otherwise indicates or requires, certain capitalized terms used in this
Placement Document have the meanings set forth below:

Bank Related Terms

Term Description

Indusind Bank Limited,
IBL, the Issuer, we, us,
our, the Company or the

Indusind Bank Limited, a banking company incorporated under the laws of
India and whose registered office is at 2401 Gen. Thimmayya Road
(Cantonment), Pune 411 001, India.

Bank
ALCO

ALF Insurance or the
Subsidiary

ALFL

Avrticles or Articles of
Association

Associate

Auditors

Board of Directors or
Board

CCB
CFD
COCCI-CCBG

COCC I - Consumer
Banking

COCC Il — Business
Banking and Consumer
Banking excluding CFD

COCC Il -CCBG

COCC Il — Consumer
Banking

Corporate Office

CPPAPS

CRMC

Director(s)

ECC

Equity Shares or Shares
ESOP 2007

FRMC

FRRG

IHL

The Asset and Liability Management Committee of the Bank.

ALF Insurance Services Private Limited.

Ashok Leyland Finance Limited.

The articles of association of the Bank, as amended.

The associate of the Bank, namely, Indusind Marketing and Financial
Services Private Limited.

B SR & Co. LLP, the statutory auditors of the Bank.

The board of directors of the Bank and any committee constituted thereof.

The Corporate and Commercial Banking business unit of the Bank.
The Consumer Finance division of the Bank.
Corporate Office Credit Committee | — Corporate & Commercial Banking.

Corporate Office Credit Committee | — Consumer Banking.

Corporate Office Credit Committee Il - Business Banking and Consumer
Banking excluding CFD.

Corporate Office Credit Committee Il — Corporate & Commercial Banking.

Corporate Office Credit Committee 11 — Consumer Banking.

One Indiabulls Centre, 8" Floor, Tower 1, 841 Senapati Bapat Marg,
Elphinstone Road (W), Mumbai 400 013, India.

Committee on Procedures and Performance of Audit of Public Services.
Credit Risk Management Committee.

The director(s) of the Bank.

Executive Credit Committee.

The equity shares of the Bank of face value 10 each.

The Employees’ Stock Option Scheme, 2007 of the Bank.

Fraud Risk Management Committee.

Financial Reconstruction and Restructuring Group.

Indusind International Holdings Limited, a Mauritius-based entity, and one
of the Promoters.
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Term

Description

LRM

Memorandum or
Memorandum of
Association

MRMC
ORMC

Promoters

Registered Office

Registrar of Companies or
RoC

Special Committee

Issue related Terms

Term

Loan Review Mechanism

The memorandum of association of the Bank, as amended.

Market Risk Management Committee.
Operational Risk Management Committee.

The promoters of the Bank, comprising:

1. Indusind International Holdings Limited; and
2. Indusind Limited.

The registered office of the Bank located at 2401 Gen. Thimmayya Road
(Cantonment), Pune 411 001, India.
The Registrar of Companies, Maharashtra, Pune.

Special Committee for Monitoring Large Value Frauds.

Description

Allocated or Allocation

Allotment
Application or Bid

Application Form or Bid
cum Application Form

Book Running Lead
Managers

BSE

CAN or Confirmation of
Allocation Note

Category Il Foreign
Portfolio Investor

CDSL

Citi

Closing Date
CLSA

Credit Suisse
Cut-off Price

The allocation of Equity Shares following the determination of the Issue
Price to QIBs on the basis of Application Forms submitted by such QIBs, in
consultation with the Lead Managers and in compliance with Chapter VIII of
the ICDR Regulations and the provisions of the Companies Act.

The issue and allotment of Equity Shares pursuant to the Issue.

Indication of interest from a QIB to subscribe for a specified number of
Equity Shares in the Issue on the terms set out in the Application Form to the
Bank.

The form, including all revisions and modifications thereto, pursuant to
which a QIB submits an Application.

Citi, Credit Suisse, Goldman Sachs and J.P. Morgan.

The BSE Limited (formerly known as the Bombay Stock Exchange Limited).

The note, advice or intimation to QIBs confirming the Allocation of Equity
Shares to such QIBs after the determination of the Issue Price and requiring
such QIBs to pay the entire Issue Price for all the Equity Shares Allocated to
such QIBs.

An FPI registered as a category |11 foreign portfolio investor under the SEBI
FPI Regulations.

Central Depository Services (India) Limited.
Citigroup Global Markets India Private Limited.

On or about July 3, 2015, the date on which the Allotment is expected to be
made.

CLSA India Private Limited (formerly CLSA India Limited).
Credit Suisse Securities (India) Private Limited.

The Issue Price of the Equity Shares, which shall be determined by the Bank,
in consultation with the Lead Managers.
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Term

Description

Eligible FPIs

Escrow Bank

Escrow Cash Account

Fil

FPI

Floor Price

Goldman Sachs
ICDR Regulations

Issue

Issue Closing Date or Bid

Closing Date

Issue Opening Date or Bid

Opening Date

Issue Price

Issue Size

JM Financial

Joint Global Coordinators
and Book Running Lead

Managers
J.P. Morgan

Lead Managers

Morgan Stanley
NSDL

NSE

Pay-in Date

Placement Agreement

Placement Document

Preliminary Placement
Document

FPIs that are eligible to participate in the Issue and do not include qualified
foreign investors and Category Ill Foreign Portfolio Investors (who are not
allowed to participate in the Issue).

Indusind Bank Limited (in its capacity as the Escrow Bank).

The non-interest bearing, no-lien, escrow bank account without any cheque
or overdraft facilities opened by the Bank with the Escrow Bank under the
arrangement between the Bank and the Escrow Bank.

Any foreign institutional investor (as defined under the SEBI FPI
Regulations).

Any foreign portfolio investor (as defined under the SEBI FPI Regulations).

The floor price of ¥821.54 per Equity Share, calculated in accordance with
Regulation 85 of the ICDR Regulations.

Goldman Sachs (India) Securities Private Limited.

The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009, as amended.

The offer and sale of the Equity Shares to QIBs, pursuant to Chapter VIII of
the ICDR Regulations and the provisions of the Companies Act, 2013.

June 30, 2015, the date on which the Bank (or the Lead Managers on behalf
of the Bank) shall cease acceptance of Application Forms.

June 25, 2015, the date on which the Bank (or the Lead Managers on behalf
of the Bank) shall commence acceptance of Application Forms.

The price per Equity Share of ¥845, which is equal to or more than the
minimum price permitted under Regulation 85(1) of the ICDR Regulations.

The issue of 51,218,640 Equity Shares aggregating to ¥43,279.75 million.

JM Financial Institutional Securities Limited (formerly JM Financial
Institutional Securities Private Limited).

Morgan Stanley, CLSA and JM Financial.

J.P. Morgan India Private Limited.

The Joint Global Coordinators and Book Running Lead Managers, being
Morgan Stanley, CLSA and JM Financial and the Book Running Lead
Managers, being Citi, Credit Suisse, Goldman Sachs and J.P. Morgan.

Morgan Stanley India Company Private Limited.
The National Securities Depository Limited.
National Stock Exchange of India Limited.

The last date specified in the CAN for payment of application monies by the
QIBs.

The Placement Agreement, dated as of June 25, 2015, among the Bank and
the Lead Managers.

This Placement Document dated June 30, 2015 issued in accordance with
Chapter VIII of the ICDR Regulations and Section 42 of the Companies Act,
2013.

The Preliminary Placement Document dated June 25, 2015, issued in
accordance with Chapter V111 of the ICDR Regulations and Section 42 of the
Companies Act, 2013.
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Term

Description

QIB or Qualified
Institutional Buyer

Regulation S

SEBI

SEBI Act

SEBI FPI Regulations

Stock Exchanges

U.S. Securities Act or
Securities Act

Industry related Terms

Term

Any Qualified Institutional Buyer as defined under Regulation 2(1)(zd) and
Chapter VIII of the ICDR Regulations.

Regulation S under the U.S. Securities Act.
The Securities and Exchange Board of India.
The Securities and Exchange Board of India Act, 1992, as amended.

The Securities and Exchange Board of India (Foreign Portfolio Investors)
Regulations, 2014, as amended.

The BSE and the NSE.
The U.S. Securities Act of 1933, as amended.

Description

Additional Tier 1 Capital

AFS investments
ALM
ANBC

ARC

AS or Accounting
Standards

ATMs
Bank Acquisition Act

Banking Regulation Act
Base Rate

Basel Il

Basel 111

BFS
BPLR

Additional Tier 1 Capital comprises innovative perpetual debt instruments
and perpetual non-cumulative preference shares eligible for inclusion in Tier
1 capital in accordance with the guidelines prescribed by the RBI.

Available For Sale investments.
Asset and Liability Management.

Adjusted Net Bank Credit. ANBC is computed in accordance with item No.
VI of Form 'A’ (Special Return as on March 31) under Section 42(2) of the
RBI Act.

Asset Reconstruction Company.

Accounting Standards notified pursuant to the Companies (Accounting
Standards) Rules, 2006.

Automated Teller Machines.

The Banking Companies (Acquisition and Transfer of Undertakings) Act,
1970, as amended.

The Banking Regulation Act, 1949, as amended.
The base rate of a bank, the minimum rate below which it shall not lend.

International Convergence of Capital Measurement and Capital Standards —
A Revised Framework (Comprehensive Version: June 2006) published by
the Bank for International Settlements.

The RBI issued the Prudential Guidelines on Capital Adequacy and Market
Discipline — Implementation of the New Capital Adequacy Framework on
April 27, 2007 on the implementation of Basel Il capital adequacy norms in
India.

Basel Ill: A global regulatory framework for more resilient banks and
banking systems (December 2010 (rev. June 2011) published by the Bank
for International Settlements.

The RBI issued guidelines on the implementation of the Basel Il capital
regulations in India on May 2, 2012 and revised such guidelines pursuant to
a notification dated March 27, 2014.

Board for Financial Supervision.

Benchmark Prime Lending Rate.
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Term

Description

BSi
CAGR
CAR
CASA
CDR

Common Equity Tier 1
Capital

CpP

CRAR

CRR

FATF

FIMMDA

HFC

HFT investments
HQLA

HTM investments
IBA

ICAAP

iCreate Software
Indian Energy Exchange
Indian GAAP

Infosys or Infosys
Technologies

IPDI

IRA

IRDAI

IRS

KYC Norms
LAF

LC

LCR

LFAR
MasterCard
MBS
Misys

British Standards Institution.

Compounded Annual Growth Rate.

Capital Adequacy Ratio.

Current Accounts (demand deposits) and Savings Accounts.
Corporate Debt Restructuring.

Common Equity Tier 1 Capital comprises the 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 balances in the profit and loss account adjusted for regulatory
adjustments and deductions applied in the calculation of the such capital in
accordance with guidelines prescribed by the RBI.

Commercial Paper.

Capital to Risk weighted Assets Ratio.

Cash Reserve Ratio.

Financial Action Task Force.

Fixed Income Money Market and Derivatives Association of India.
Housing Finance Companies.

Held For Trading investments.

High Quality Liquid Assets.

Held To Maturity investments.

Indian Banks Association.

Internal Capital Adequacy Assessment Policy.
iCreate Software India Private Limited.
Indian Energy Exchange Limited.

In relation to the Bank’s financial statements, the Accounting Standards read
with guidelines issued by the RBI which conform to the statutory provisions
and practices prevailing within the banking industry in India.

Infosys Technologies Limited.

Innovative Perpetual Debt Instruments.

Investment Reserve Account.

The Insurance Regulatory and Development Authority of India.
Interest Rate Swap.

“Know your customer” norms stipulated by the RBI.
Liquidity Adjustment Facility.

Letters of Credit.

Liquidity Coverage Ratio.

Long Form Audit Report.

MasterCard Inc.

Mortgage Backed Securities.

Misys International Banking Systems Limited.
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Term

Description

MoneyGram Payment
Systems

NBC

NBFC

NDS-OM
NDTL
NECS
NHB

NII

NIM
NPA
OBU
OTS
PCR
PDAI
PFIC
PTC

RBI Act
RBI Guidelines
RET
RIDF

Roadmap

RRB
RTGS
SARFAESI Act

SBI

SLR

SME

Tier | capital
Tier Il Bonds
Tier Il capital

MoneyGram Payment Systems Inc.

Net bank credit, being the Bank’s gross advances, net of provisions and
inter-bank advances.

Non-banking financial company, as defined under the Reserve Bank of India
Act, 1934, as amended.

Negotiated Dealing System-Order Matching.
Net Demand and Time Liabilities.

National Electronic Clearing Services.

National Housing Bank.

Net interest income.

Net interest margin.

Non-performing asset.

Offshore Banking Unit.

One Time Settlement.

Provisioning Coverage Ratio.

Primary Dealers Association of India.

Passive Foreign Investment Company.

Pass Through Certificate.

The Reserve Bank of India Act, 1934, as amended.
Guidelines issued from time to time by the RBI.
Reuters Electronic Terminal.

The Rural Infrastructure Development Fund.

Roadmap for Presence of Foreign Banks in India and Guidelines on
Ownership and Governance in Private Sector Banks.

Regional rural bank.
Real Time Gross Settlement.

The Securitisation and Reconstruction of Financial Assets and Enforcement
of Security Interests Act, 2002, as amended.

State Bank of India.
Statutory Liquidity Ratio.
Small and Medium Enterprises.

The capital of the Bank which can absorb losses without triggering the
bankruptcy of the Bank, and comprises Common Equity Tier 1 Capital and
Additional Tier 1 Capital.

Unsecured, redeemable, non-convertible, subordinated bonds in the nature
of promissory notes issued by the Bank to augment Tier Il capital for capital
adequacy purposes.

Undisclosed reserves, revaluation reserves (at a discount of 55%), general
provisions and loss reserves (allowed up to a maximum of 1.25% of risk
weighted assets), hybrid debt capital instruments (which combine certain
features of equity and debt securities) and subordinated debt.
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Term Description
VISA Visa Worldwide Private Limited.
General Terms/Abbreviations
Term Description
ADRs American Depository Receipts.
AlFs Alternative investment funds (as defined under Regulation 2(1)(b) of the
Securities and Exchange Board of India (Alternative Investment Funds)
Regulations, 2012, as amended) registered with the SEBI under applicable
laws in India.
AGM Annual General meeting.
AML Anti-Money Laundering.
CARE Credit Analysis & Research Limited.
CENVAT Central Value Added Tax.

Civil Procedure Code

Companies Act

Companies Act, 2013

Control

COO0
CRISIL
CRM
CRO
Crore

Delisting Regulations

Depositories Act

Depository

Depository Participant
DICGC

DRT

EVP

FDI

FEDAI

FEMA

FEMA 20

The Code of Civil Procedure, 1908, as amended.

The Companies Act, 1956, to the extent in force, and the notified provisions
of the Companies Act, 2013, and in each case, together with the rules and
regulations framed thereunder.

The Companies Act, 2013, as amended, and to the extent in force, together
with the rules and regulations made thereunder, including, without
limitation, the Companies (Share Capital and Debentures) Rules, 2014, as
amended, and the Companies (Prospectus and Allotment of Securities)
Rules, 2014, as amended.

It shall have the same meaning as is assigned to it under Regulation 2(1)(e)
of the Takeover Code.

Chief Operating Officer.

CRISIL Limited.

Customer Relationship Management.
Chief Risk Officer.

Ten million.

The Securities and Exchange Board of India (Delisting of Equity Shares)
Regulations, 2009, as amended.

The Depositories Act, 1996, as amended.

Any depository registered with the SEBI under the Securities and Exchange
Board of India (Depositories and Participants) Regulations, 1996, as
amended.

Any depository participant, as defined under the Depositories Act.
Deposit Insurance and Credit Guarantee Corporation.

Debt Recovery Tribunals.

Executive Vice President.

Foreign Direct Investment.

Foreign Exchange Dealers’ Association of India.

The Foreign Exchange Management Act, 1999, as amended.

The Foreign Exchange Management (Transfer or Issue of Security by a
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Term

Description

Fl
FIPB

Foreign Portfolio
Investment Scheme

FSMA
FVCI

Form PAS-4

GAAP
GDP
GDRs
ICAI
ICRA
IFRS

11SL
Ind-AS

India Ratings and
Research

Insider Trading
Regulations

IT Act or the Income Tax
Act

IVR
KYC
LIBOR
MAT
MCA
MCX
MCX-SX

MIS
MoU
Mutual Fund

NABARD
NCDEX

Person Resident Outside India) Regulations, 2000, as amended.
Financial Institution.
Foreign Investment Promotion Board.

The foreign portfolio investment scheme of the RBI specified in Schedule
2A of FEMA 20.

The U.K. Financial Services and Markets Act, 2000.

Any foreign venture capital investor (as defined under the Securities and
Exchange Board of India (Foreign Venture Capital Investors) Regulations,
2000, as amended) registered with the SEBI under applicable laws in India.

Form PAS-4 prescribed under the Companies (Prospectus and Allotment of
Securities) Rules, 2014, as amended.

Generally Accepted Accounting Principles.
Gross Domestic Product.

Global Depository Receipts.

The Institute of Chartered Accountants of India.
ICRA Limited.

International Financial Reporting Standards of the International Accounting
Standards Board.

India Index Services and Products Limited.

IFRS converged Indian Accounting Standards, notified pursuant to the
Companies (Accounting Standards) Rules, 2015 issued by the MCA on
February 16, 2015.

India Ratings and Research Private Limited (formerly known as Fitch
Ratings India Private Limited), a part of the Fitch Group.

The Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015.

The Income Tax Act, 1961, as amended.

Interactive Voice Response.

Know Your Customer.

London Interbank Offered Rate.

Minimum alternative tax.

Ministry of Corporate Affairs, Government of India.
Multi Commodity Exchange of India Limited.

Metropolitan Stock Exchange of India Limited (formerly MCX Stock
Exchange Limited).

Management Information System.
Memorandum of Understanding.

Any mutual fund registered with the SEBI under the Securities and
Exchange Board of India (Mutual Funds) Regulations, 1996, as amended.

National Bank for Agricultural and Rural Development.

National Commaodity and Derivatives Exchange Limited.
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Term

Description

NCDRC
NEFT
NMCE
NRI

OCB or Overseas
Corporate Body

p.a.
PAN

PML Act

Portfolio Investment

Scheme
PSU
RBI
RPFC
S&P

SCRA
SCRR
Securities
SICA
SIDBI
SMS
SPV

STT

Takeover Code

UK.
U.S.

U.S. GAAP
VCF

WOS

National Consumer Disputes Redressal Commission.
National Electronic Funds Transfer.

National Multi-Commodity Exchange of India Limited.
Non-Resident Indian.

A company, partnership, society or other corporate body owned directly or
indirectly to the extent of at least 60% by NRIs including overseas trusts, in
which not less than 60% of beneficial interest is irrevocably held by NRIs
directly or indirectly and which was in existence on October 3, 2003 and
immediately before such date was eligible to undertake transactions pursuant
to the general permission granted to OCBs under the FEMA.

Per annum.
Permanent Account Number.
Prevention of Money Laundering Act, 2002, as amended.

The portfolio investment scheme of RBI specified in Schedule 2 of FEMA
20.

Any public sector undertaking.
The Reserve Bank of India.
Regional Provident Fund Commissioner.

Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-
Hill Companies, Inc.

The Securities Contracts (Regulation) Act, 1956, as amended.

The Securities Contracts (Regulation) Rules, 1957, as amended.

It shall have the same meaning as it does in the SCRA.

The Sick Industrial Companies (Special Provisions) Act, 1985, as amended.
Small Industries Development Bank of India.

Short Message Service.

Special Purpose Vehicle.

Securities transaction tax.

The Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011, as amended.

United Kingdom.

United States of America, its territories and its possessions and the District
of Columbia.

Generally accepted accounting principles followed in the United States.

Any venture capital fund as defined under the erstwhile Securities and
Exchange Board of India (Venture Capital Funds) Regulations, 1996 or the
Securities and Exchange Board of India (Alternative Investment Funds)
Regulations, 2012, as amended, as the case may be.

Wholly-owned subsidiary.
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DISCLOSURE REQUIREMENTS UNDER FORM PAS-4 PRESCRIBED UNDER THE

COMPANIES ACT, 2013

The table below sets out the disclosure requirements as provided in PAS-4 and the relevant pages in this

Placement Document where these disclosures, to the extent applicable, have been provided.

Relevant Page
of this
S. Placement
No. Disclosure Requirements Document
1. GENERAL INFORMATION
a. Name, address, website and other contact details of the company indicating both 247 and 411
registered office and corporate office.
b. | Date of incorporation of the company. 247 and Cover
Page
c. Business carried on by the company and its subsidiaries with the details of 129-153
branches or units, if any.
d. | Brief particulars of the management of the company. 181-195
e. Names, addresses, DIN and occupations of the directors. 181-182
f. Management’s perception of risk factors. 36-62
g. Details of default, if any, including therein the amount involved, duration of
default and present status, in repayment of:
i)  Statutory dues; 245
i) Debentures and interest thereon; 245
iii)  Deposits and interest thereon; and 245
iv)  Loan from any bank or financial institution and interest thereon. 245
h. Names, designation, address and phone number, email ID of the nodal/ 411
compliance officer of the company, if any, for the private placement offer process.
2. PARTICULARS OF THE OFFER
a. | Date of passing of board resolution. 247
b. | Date of passing of resolution in the general meeting, authorizing the offer of 247
securities.
c. Kinds of securities offered (i.e., whether share or debenture) and class of security. Cover page and
25
d. | Price at which the security is being offered including the premium, if any, along | Cover page and
with justification of the price. 25
e. Name and address of the valuer who performed valuation of the security offered. Not Applicable
f. Amount which the company intends to raise by way of securities. 25
g. | Terms of raising of securities:
(i).  Duration, if applicable; Not Applicable
(ii).  Rate of dividend, 71-72
(iii).  Rate of interest; Not Applicable
(iv). Mode of payment; and Not Applicable
(v)  Mode of repayment. Not Applicable
h. | Proposed time schedule for which the offer letter is valid. 15,25
i Purposes and objects of the offer. 65
j. Contribution being made by the promoters or directors either as part of the offer or 65
separately in furtherance of such objects.
k. | Principle terms of assets charged as security, if applicable. Not Applicable
3. DISCLOSURES WITH REGARD TO INTEREST OF DIRECTORS,
LITIGATION ETC
a. | Any financial or other material interest of the directors, promoters or key 195
managerial personnel in the offer and the effect of such interest in so far as it is
different from the interests of other persons.
b. | Details of any litigation or legal action pending or taken by any Ministry or 245

Department of the Government or a statutory authority against any promoter of the
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Relevant Page

of this
S. Placement
No. Disclosure Requirements Document
offeree company during the last three years immediately preceding the year of the
circulation of the offer letter and any direction issued by such Ministry or
Department or statutory authority upon conclusion of such litigation or legal
action shall be disclosed.
c. | Remuneration of directors (during the current year and last three financial years). 184, 190-191
d. | Related party transactions entered during the last three financial years immediately 195
preceding the year of circulation of offer letter including with regard to loans
made or, guarantees given or securities provided.
e. | Summary of reservations or qualifications or adverse remarks of auditors in the 35
last five financial years immediately preceding the year of circulation of offer
letter and of their impact on the financial statements and financial position of the
company and the corrective steps taken and proposed to be taken by the company
for each of the said reservations or qualifications or adverse remark.
f. Details of any inquiry, inspections or investigations initiated or conducted under 245
the Companies Act or any previous company law in the last three years
immediately preceding the year of circulation of offer letter in the case of
company and all of its subsidiaries. Also if there were any prosecutions filed
(whether pending or not) fines imposed, compounding of offences in the last three
years immediately preceding the year of the offer letter and if so, section-wise
details thereof for the company and all of its subsidiaries.
g. | Details of acts of material frauds committed against the company in the last three 244-245
years, if any, and if so, the action taken by the company.
4. FINANCIAL POSITION OF THE COMPANY
a. | The capital structure of the company in the following manner in a tabular form:
0] (@) The authorised, issued, subscribed and paid up capital (number of 67
securities, description and aggregate nominal value);
(b)  Size of the present offer; and 67
(c)  Paid up capital: 67
(A)  After the offer; and 67
(B)  After conversion of convertible instruments (if applicable); Not Applicable
(d)  Share premium account (before and after the offer). 67
(if) | The details of the existing share capital of the issuer company in a tabular form, 67-70
indicating therein with regard to each allotment, the date of allotment, the number
of shares allotted, the face value of the shares allotted, the price and the form of
consideration.
Provided that the issuer company shall also disclose the number and price at 67-70
which each of the allotments were made in the last one year preceding the date of
the offer letter separately indicating the allotments made for considerations other
than cash and the details of the consideration in each case.
b. | Profits of the company, before and after making provision for tax, for the three 248-408
financial years immediately preceding the date of circulation of offer letter.
c. Dividends declared by the company in respect of the said three financial years; 71,113-114
interest coverage ratio for last three years (Cash profit after tax plus interest
paid/interest paid).
d. | A summary of the financial position of the company as in the three audited 34-35
balance sheets immediately preceding the date of circulation of offer letter.
e. | Audited Cash Flow Statement for the three years immediately preceding the date 35
of circulation of offer letter.
f. | Any change in accounting policies during the last three years and their effect on 114

the profits and the reserves of the company.
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Relevant Page

of this

S. Placement
No. Disclosure Requirements Document
5. A DECLARATION BY THE DIRECTORS THAT 410
a. | The company has complied with the provisions of the Act and the rules made

thereunder.
b. | The compliance with the Act and the rules does not imply that payment of

dividend or interest or repayment of debentures, if applicable, is guaranteed by the

Central Government.
c. | The monies received under the offer shall be used only for the purposes and

objects indicated in the Offer letter.
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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 Placement Document,
including under the sections “Risk Factors™, “Use of Proceeds”, “Placement”, *“Issue Procedure” and

“Description of the Shares”.

Issuer
Issue Price per Equity Share
Issue Size

Equity Shares outstanding
prior to the Issue

Equity Shares outstanding
after the Issue

Eligible Investors

Floor Price

Listing

Transferability Restrictions

Closing

Ranking

Indusind Bank Limited.
3845
The issue of 51,218,640 Equity Shares aggregating to ¥43,279.75 million.

531,193,737 Equity Shares.

582,412,377 Equity Shares.

Pursuant to its resolution dated June 11, 2015, our Board of Directors has
approved, subject to approval by the RBI and our shareholders, a preferential
allotment of Equity Shares to our Promoters up to 1.5% of our authorized
share capital (within the limit of 10% of our authorized share capital as
approved by our shareholders pursuant to their resolution adopted by way of
postal ballot on June 8, 2015), such that the aggregate shareholding of our
Promoters is maintained at 15% post the Issue and preferential allotment. The
price at which Equity Shares will be allotted under the preferential allotment
shall be in accordance with Chapter VII of the ICDR Regulations, however,
such price shall not be less than the price at which the Equity Shares are
allotted to QIBs in the Issue. We have received the in-principle approval of the
RBI for undertaking a preferential allotment of Equity Shares to our Promoters
through a letter dated June 17, 2015. We have sought the approval of our
shareholders through a notice of postal ballot dated June 25, 2015.

QIBs, as defined in Regulation 2(1)(zd) and Chapter VIII of the ICDR
Regulations and not otherwise excluded under Regulation 86 of the ICDR
Regulations or other applicable regulations.

3821.54 per Equity Share, calculated in accordance with Regulation 85 of the
ICDR Regulations.

(i) Applications for approval, in terms of Clause 24(a) of the listing agreements
with the Stock Exchanges were made and approval has been received from
each of the Stock Exchanges, and (ii) the application for the in-principle and
final listing and trading approval, for listing and admission of the Equity
Shares and for trading on the Stock Exchanges, will be made only after
Allotment of the Securities in the Issue.

The Equity Shares being allotted pursuant to this Issue cannot be sold for
a period of one year from the date of Allotment, except if sold on the floor
of the Stock Exchanges.

The Allotment of the Equity Shares offered pursuant to the Issue is expected to
be made on or about July 3, 2015 (the “Closing Date”).

The Equity Shares being issued in the Issue are subject to the provisions of our
Memorandum and Articles of Association and shall rank pari passu in all
respects with the existing Equity Shares, including with respect to dividend
rights. Shareholders will be entitled to participate in dividends and other
corporate benefits, if any, declared by us after the Closing Date, in compliance
with the Companies Act. Shareholders may attend and vote in shareholders’
meetings in accordance with the provisions of the Companies Act, 2013.
Please see the section “Description of the Shares”.
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Use of Proceeds

Lock-up

Risk Factors

The gross proceeds of the Issue are approximately ¥43,279.75 million. The net
proceeds of the Issue are expected to be approximately ¥42,732.31 million.

Subject to compliance with applicable laws and regulations, we intend to use
the net proceeds of the Issue primarily to meet the needs of our growing
business, including long term capital requirements for pursuing our growth
plans and to enhance our capital adequacy ratio, to increase our capacity to
lend and for general corporate purposes. Please refer to the section “Use of
Proceeds”.

We have agreed that subject to certain exceptions, we will not, for a period of
up to 60 days from the Closing Date, without the prior written consent of the
Lead Managers, directly or indirectly: (a) issue, offer, lend, sell, pledge,
contract to sell or issue, sell any option or contract to purchase, purchase any
option or contract to sell or issue, grant any option, right or warrant to
purchase, lend or otherwise transfer or dispose of, directly or indirectly, any
Equity Shares, or any securities convertible into or exercisable or
exchangeable for Equity Shares or publicly announce an intention with respect
to any of the foregoing; (b) enter into any swap or other agreement that
transfers, directly or indirectly, in whole or in part, any of the economic
consequences of ownership of Equity Shares or any securities convertible into
or exercisable or exchangeable for Equity Shares; or (c) announce any
intention to enter into any transaction whether any such transaction described
in (a) or (b) above is to be settled by delivery of Equity Shares, or such other
securities, in cash or otherwise. Provided, however, that the foregoing
restrictions shall not be applicable to (i) any grant of options by us under the
ESOP 2007; (ii) any issue or allotment of Equity Shares by the Bank pursuant
to the exercise of any options awarded under the ESOP 2007; (iii) any issue or
allotment of Equity Shares by us to the extent such issue or allotment is
required under any direction of the RBI; or (iv) any issue or allotment of
Equity Shares to the Promoters by us pursuant to the proposed preferential
allotment. For further information with respect to the ESOP 2007, see the
section “Board of Directors and Management”.

The Promoters have agreed that subject to certain exceptions, they will not, for
a period of up to 60 days from the Closing Date, without the prior written
consent of the Lead Managers, directly or indirectly: (a) sell, lend, pledge,
contract to sell, purchase any option or contract to sell, grant any option, right
or warrant to purchase, lend or otherwise transfer or dispose of, directly or
indirectly, any Equity Shares, or any securities convertible into or exercisable
or exchangeable for Equity Shares or publicly announce an intention with
respect to any of the foregoing; (b) enter into any swap or other agreement that
transfers, directly or indirectly, in whole or in part, any of the economic
consequences of ownership of Equity Shares or any securities convertible into
or exercisable or exchangeable for Equity Shares; or (c) announce any
intention to enter into any transaction whether any such transaction described
in (a) or (b) above is to be settled by delivery of Equity Shares, or such other
securities, in cash or otherwise. Provided, however, that the foregoing
restrictions shall not apply to (i) any sale, transfer or disposition of Equity
Shares by the Promoters to the extent such sale, transfer or disposition is
required under any direction of the RBI; (ii) any inter se transfer of Equity
Shares between the Promoters; or (iii) any pledge or any other encumbrance on
the Equity Shares held by the Promoters for the purpose of raising loans or any
other form of financing, the proceeds of which would be utilized for
subscribing to the proposed preferential allotment.

For a discussion of certain risks in connection with an investment in the Equity
Shares, please see the section “Risk Factors”.
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Security codes:
ISIN

BSE Code
NSE Code

INE095A01012

532187
INDUSINDBK
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SUMMARY OF OUR BUSINESS

Overview

We are a private sector bank in India and provide a wide range of banking and financial products and services to
individual consumers and corporate and commercial entities ranging from small businesses to large companies and
government entities. We are a leading financier of certain categories of commercial vehicles. For 2014, we were
recognized as the “Best Medium-Sized Bank” and “Fastest Growing Medium-Sized Bank” by Business World in
its BW-PwC Best Bank Survey, “Best Mid-Sized Bank” by Business Today in its BT-KPMG Best Bank Survey
and 19" “Most Valuable Indian Brand” by the BrandZ Top 50 Most Valuable Indian Brands (a study published by
WPP and conducted by Millward Brown). Our activities are organized into the following business units:

e  Consumer banking;

e Corporate and commercial banking;

e  Global markets; and

e Transaction banking.

In the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, our total income was ¥83,461.93
million, ¥101,440.63 million and ¥120,958.37 million, respectively, representing a compounded annual growth
rate (CAGR) of 20.39% for the three-year period ended on March 31, 2015. In the fiscal years ended March 31,
2013, March 31, 2014 and March 31, 2015, our net profit was ¥10,611.83 million, ¥14,080.22 million and
%17,937.15 million, respectively, representing a CAGR of 30.01% for the three-year period ended on March 31,
2015. Our total assets have increased from ¥733,065.15 million as of March 31, 2013, to ¥870,259.31 million as
of March 31, 2014, to ¥1,091,159.19 million as of March 31, 2015, representing a CAGR of 22.00% from March
31, 2013 to March 31, 2015.

As of March 31, 2015, we had a customer base of approximately 6.84 million customers and had a presence in
locations spread across India, including 801 branches, 1,487 ATMs (of which 868 were off-site ATMs) and 950
marketing outlets operated by our associate company, Indusind Marketing and Financial Services Private Limited.
In addition, we have representative offices in Dubai, London and Abu Dhabi and correspondent banking
relationships with various banks worldwide. We have submitted applications to the RBI for opening an
international finance service centre banking unit at Gujarat International Finance Tec-City, Gandhinagar, Gujarat
and additional offices abroad. We also have arrangements with certain banks in the Middle East and the United
States and certain exchange houses in the Middle East and Asia Pacific to enhance our capability in providing
international remittance services.

Effective August 20, 2013, our base rate, which is the lowest rate at which we can lend, is 11%. Our certificates of
deposit are rated by CRISIL (a subsidiary of S&P) and our debt is rated investment-grade by ICRA, India Ratings
and Research (the Indian subsidiary of Fitch, formerly known as Fitch Ratings India Private Limited) and CARE.
The ratings are as follows:

Rating Agency Rating Debt type

ICRA ICRA AA+ Lower Tier Il subordinate debt
ICRA ICRA AA Upper Tier Il subordinate debt
CRISIL CRISIL Al+ Certificates of deposit

CARE CARE AA+ Lower Tier Il subordinate debt
India Ratings and Research Ind A1+ Short term debt instruments
India Ratings and Research Ind AA+ Lower Tier Il subordinate debt
India Ratings and Research Ind AA Upper Tier Il subordinate debt
India Ratings and Research Ind AA+ Senior unsecured bonds

Our registered office is located at 2401 Gen. Thimmayya Road (Cantonment), Pune 411 001, India. Our corporate
office is located at One Indiabulls Centre, 8" Floor, Tower 1, 841 Senapati Bapat Marg, Elphinstone Road (W),
Mumbai 400 013, India and our secretarial and investor services office is located at 701 Solitaire Corporate Park,
167 Guru Hargovindji Marg, Andheri Kurla Road, Chakala, Andheri (East), Mumbai 400 093, India.
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History

We were established in 1994 as part of the group of nine “New Private Sector Banks” licensed by the Government
of India as part of its economic liberalization programme. As of June 30, 2015, we were one of seven “New Private
Sector Banks” operating in India. For further information on “New Private Sector Banks”, please see “Industry
Overview”.

Our promoters are Indusind International Holdings Ltd. and its subsidiary, Indusind Ltd. Both our promoters are
organized in Mauritius. As of March 31, 2015, our promoters held 15.09% of our Equity Shares.

In 2003, Indusind Enterprises & Finance Limited, a non-banking financial company and one of our promoters at
the time, merged with us. In 2004, Ashok Leyland Finance Limited, a non-banking financial company controlled
by the Hinduja Group, merged with us. Such mergers served to expand our capital base. In addition, as a result of
the merger with ALFL, we established our leadership position in consumer finance.

Our Equity Shares are listed on the BSE and the NSE and our global depositary receipts, each representing one
Equity Share, are listed on the Luxembourg Stock Exchange. In August 2009, we issued 54,897,140 Equity Shares
at an offer price of ¥87.50 per Equity Share to certain qualified institutional investors in a qualified institutions
placement in reliance on Chapter XIII-A of the Securities and Exchange Board of India (Disclosure and Investor
Protection) Guidelines, 2000, as amended, aggregating approximately ¥4,803.50 million. In September 2010, we
issued 50,000,000 Equity Shares at an offer price of ¥234.55 per Equity Share to certain qualified institutional
investors in a qualified institutions placement in reliance on Chapter VIII of the ICDR Regulations, aggregating
approximately ¥11,727.50 million. In December 2012, we issued 52,100,000 Equity Shares at an offer price of
%384.00 per Equity Share to certain qualified institutional investors in a qualified institutions placement in reliance
on Chapter VIII of the ICDR Regulations, aggregating approximately ¥20,006.40 million.

As of March 31, 2015, we had one wholly-owned subsidiary, ALF Insurance Services Private Limited, which has
had no operations since its incorporation. Our Board of Directors, having resolved not to commence an insurance
broking services business, resolved to wind up the subsidiary by resolutions dated July 9, 2010. Pursuant to
shareholder resolutions at an extraordinary general meeting held on March 30, 2011, the subsidiary initiated
proceedings for voluntary winding up and a liquidator has been appointed. The financial results of this subsidiary
are not consolidated with our financial statements.

We have undertaken acquisitions as part of our growth strategy. For example, in 2011, we acquired the Indian
operations of the credit cards business of Deutsche Bank AG. In April 2015, we entered into an agreement to
acquire the diamond and jewellery financing business (comprising a loan portfolio and a related deposit portfolio)
from The Royal Bank of Scotland N.V. in India, the completion of which is subject to regulatory approvals.

Several members of our senior management team joined us in February 2008, including our Managing Director &
Chief Executive Officer and other members who joined us from a competitor foreign bank in India. The team
formulated our growth and risk management strategy, which emphasized restructuring our balance sheet and
business mix, improving operating efficiency, leveraging our distribution network and resources, deepening
existing customer relationships, increasing our hiring of employees to support our strategy and expansion and
improving our brand. Our current strategy for growth and expansion is to increase market share in strategically-
selected target businesses, customer segments and geographies while improving our productivity, profitability and
efficiency parameters.

Our Competitive Strengths
We believe that the following strengths distinguish us in a competitive Indian financial services market:

Experienced management team — Most members of our senior management team have been with us since 2008,
thereby enabling continuity in our strategy and execution. Our senior management team has guided our growth and
risk management strategies, including through the worldwide economic crisis and an economic slowdown and
volatile interest rate environment in India. The team’s focus on executing growth strategies while maintaining
profitability, setting measurable targets benchmarked to market leaders and monitoring performance against such
targets, anticipating customer demand and adding new products and services, investing in technology and building
our brand have contributed to an overall improvement in our key metrics since 2008, including net interest margin,
cost to income, net NPAs, return on assets and return on equity, as well as our CASA percentage. We believe the
success of our Bank’s integration of acquisitions is reflected in growth in such areas and exemplifies the ability of
our senior management team to successfully identify and manage acquisitions of new businesses. For example, in
our credit cards business (which we acquired in June 2011), the number of credit card issued increased from
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181,000 as of June 1, 2011 to 340,312 as of March 31, 2015. Our senior management team continues to formulate,
adapt and implement our growth strategy, including the key areas relating to the strategic expansion of our branch
network and the addition of new and complementary businesses.

Full service universal banking provider to chosen customer segments — We provide a one-stop solution to select
retail customer segments and medium-and large-sized companies, delivering extensive banking and financial
services across the value chain. We offer our retail customers loan products (such as loans against property, gold
loans, personal loans, business loans and loans against securities), general banking services, remittance services
and foreign exchange products, including prepaid forex cards and credit cards. We also distribute third-party
products, including life, general and health insurance, mutual funds, retail securities trading and mortgage products
to our customers. We offer our corporate customers loan products (such as cash credit, overdraft, export credit and
term loans), transaction banking services (such as cash management and trade services), global markets products
(such as foreign exchange and derivatives) and investment banking services. Through our universal banking
model, we endeavour to address all needs of our target customer segments and believe that our product suite for
retail customers enables us to cross-sell our products and services and distribute third-party products to a broad
range of customers. We believe organizing our corporate banking business unit by customer segments ranging
from small businesses to larger companies and our relationship management approach for each such segment has
helped us to focus on and endeavour to maximize revenue potential from our corporate customer base. Our
origination teams for loan products are located in all major centres in India. As a result of our appointments as one
of the clearing and settlement banks to major capital, commodity and currency exchanges in India, we are well-
placed to provide banking products and services, such as guarantees, electronic funds transfer facilities and
depository participant accounts, to members of these exchanges, brokers and investors. We are active in financing
the supply chain, including in lending to dealer and supplier networks and customizing electronic collection and
payment systems for corporate customers. We also provide loan syndication and banker to the issue services for
securities offering transactions. Our products and services for co-operative bank customers include cash
management, clearing, trade services, foreign exchange services and money market services, which also allows
them to offer such services to their own customers. As the customers in this segment are money-market
participants, we are able to source funds from these customers in a cost-effective manner.

Leadership in vehicle financing — We are a leading financier of certain categories of commercial vehicles. This
business was a legacy business of Ashok Leyland Finance Limited prior to its merger with us in 2004 and features
a distribution network of 950 marketing outlets as of March 31, 2015, which are operated by our associate
company, Indusind Marketing and Financial Services Private Limited. Our business model focuses primarily on
new vehicle financing for retail customers, many of whom are small road transport operators, and covers urban,
semi-urban and smaller centres across India. Our reputation and background in this business, along with our
positioning as a well-capitalized financier with a pan-India presence, enables us to compete effectively for market
share against our main competitors such as banks and non-banking financial companies. We have preferred, non-
exclusive relationships with certain vehicle manufacturers whereby they recommend us to their customers to
finance loans for the products purchased, and we gain access to a customer base to which we can market our
vehicle loans, as well as significant leveraging opportunities to provide our products and services across the
manufacturers’ supply chain to dealers and suppliers. Our total outstanding net commercial vehicle loans amounted
to 22.50%, 17.45% and 15.44% of our total net advances, as of March 31, 2013, March 31, 2014 and March 31,
2015, respectively. Yields on advances in our consumer finance division have been higher than in our corporate
and commercial banking business unit in each of the fiscal years ended March 31, 2013, March 31, 2014, March
31, 2015. Our vehicle financing customer base provides opportunities to cross-sell products and services, such as
savings accounts, vehicle insurance, gold loans and personal accident insurance. A significant portion of our
vehicle financing business qualifies for and helps us meet RBI priority sector lending requirements without
decreasing our yields on advances. We believe there are significant barriers to entry that competitors need to
overcome in order to compete effectively against us in this business. We have made and continue to make
significant investments in assets, infrastructure and technology required to adequately service a market
characterized by small loan sizes, large volumes and diverse locations, and such aspects of our portfolio have also
helped protect our asset quality and withstand the recent downturn in the commercial vehicle industry. Our
relationships with customers in the vehicle finance business typically extends over multiple purchase cycles, which
we believe engenders customer loyalty and helps us to better understand such customers’ needs in order to offer
other customized products and services to them, such as used vehicle finance.

Efficient distribution of products and services — We emphasize efficiency in our distribution of products and
services — our own, including loans against property, credit cards, general banking services, gold loans, personal
loans, business loans, loans against securities, remittance services and foreign exchange products, including
prepaid forex cards, and that of third parties, including life, general and health insurance, mutual funds, retail
securities trading and mortgage products. We consider it important to our mission to try to meet all needs of our
target customer segments. Therefore, we regularly evaluate opportunities to introduce new products and services.
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We provide third-party products and, if we believe we can maintain our customer service levels and derive more
value, we may enter a new business through third-party arrangements. For example, we have entered into business
correspondent arrangements with certain local microfinance partners in order to better reach microfinance
customers. We believe positioning our branches as a single point of distribution for these various products and
services has helped us achieve relatively more success than single-product locations operated by such third parties,
as it has allowed us to leverage relationships with our consumer and corporate banking customers. As a result, our
fee income has grown faster than our advances to our consumer and corporate banking customers in the fiscal
years ended March 31, 2013, March 31, 2014 and March 31, 2015. Other income, which consists substantially of
fee income, constituted 41.3% of our total revenue (comprising net interest income and other income) in the fiscal
year ended March 31, 2015. We believe that maintaining our focus on profitability while introducing newer
products and services across our branches has helped increase our fee income. As part of our fee income growth,
we have also expanded our business in inbound and outbound international remittance services through our
technology platform and our arrangements with certain banks in the Middle East and the United States and
exchange houses in the Middle East and Asia Pacific.

Wide distribution network and expanding customer base — We are able to provide access to banking and financial
products and services through our large multi-channel distribution network. This network includes 801 branches
and 1,487 ATMs (including 868 off-site ATMs) spread across India as of March 31, 2015. In addition to customer
service, our distribution network focuses on building our deposit base, providing advances to corporate and
consumer banking customers and growing our fee income. Our vehicle finance business is run from 950
marketing outlets across India operated by our associate company, Indusind Marketing and Financial Services
Private Limited, which primarily originate and service vehicle loans. We had a customer base of approximately
6.84 million customers as of March 31, 2015, which we believe provides us with significant fee income growth
opportunities through the cross-selling of products and services, including our own and that of third parties. Our
non-branch delivery channels, such as the Internet, mobile banking and our “video branch” initiative, our contact
centres and our national processing hubs in Mumbai and Chennai, also provide customers with access to our
banking products and services. Our technology platform for analytics, customer relationship management and
sales force automation allows us to track our relationships with customers and offer additional products and
services.

Responsive innovation driven by technology — We have focused on customer-friendly innovation in our products
and services to attract and retain customers and to build our brand. These innovations recognize that simplicity,
convenience and engagement with customers are important factors that drive a customer’s choice of banking
products and services provider. We emphasize and have invested in technology in our business to improve
business operations, enhance competitive advantages and create a customer-friendly interface. We have set up a
dedicated solution delivery group to focus on responsive innovation. Our “Cash on Mobile” service enables
customers to use their mobile phones to withdraw funds from our ATMs without using any cards. Certain
premium customers in our consumer banking business can access direct-to-human telephone customer service
through “Direct Connect” without waiting for interactive-voice-response system prompts. Certain of our credit
card customers can redeem reward points on individual transactions instantly through their mobile phones. Our
“My Account My Number” service helps customers choose an account number of their choice. Our “video
branch” initiative allows customers to make video calls to our customer care executives and branch or relationship
manager who can service most queries and requests. We were awarded the “Best Branchless Banking” award at
the BFSI Leadership Summit 2015 for our “video branch” initiative. All users, including non-customers, can use
our ATMs to withdraw cash in a choice of denominations. Certain branches are open 365 days a year for the
convenience of our customers. Our banking customers can view scanned images of deposited cheques in
periodical statements. We also participate in e-procurement and payment gateways, in response to digitization
initiatives by governments in India.

Advanced and stringent risk management systems — We have established enterprise-wide risk management systems
encompassing credit risk, market risk and operational risk. At the branch level, we rely on internal and external
databases to profile potential customers. Our relationship managers also focus on acquiring business from
corporate customers with appropriate credit histories. Our credit appraisal and approval processes are
predominantly centralized and our credit decisions are typically made by committees. We seek to proactively
monitor customer accounts for early warning signals and adverse credit events. We seek to continue to optimize
our balance sheet with a balanced mix of consumer banking and corporate and commercial banking loans, fixed
and floating rate loans and by managing our asset-liability maturity gap, while also right-pricing assets. We use
our risk management capabilities in deciding the timing and manner of our entry into new businesses. We seek to
progressively adopt best international practices in risk management and are compliant with Basel Il capital
adequacy norms applicable to banks in India. We have also recently upgraded our software in our treasury
operations to better manage risk. We have also set up a Mid Office Group for independent and enhanced due
diligence and risk analytics. Our market risk management systems manage our market risk through tools such as
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mark-to-market, duration analysis, sensitivity analysis, stress tests, PV01, value-at-risk and operational limits such
as stop-loss limits, exposure limits, deal size limits and maturity ladders. We believe that our efforts in
strengthening risk management have improved the quality of our assets. As a result of our risk management
efforts, our gross and net NPA ratios have decreased from 3.04% and 2.27%, respectively, as of March 31, 2008 to
0.81% and 0.31%, respectively, as of March 31, 2015.

Focus on productivity — We have emphasized productivity across our organization. We have recently created
alternative channels to service customers, such as relationship managers available by phone or video calling and
call centres with multiple language capabilities, to augment front-end relationship management, with service
anchors and operation staff supporting the productivity of relationship management. We have set up a corporate
helpdesk which is capable of handling basic tasks of a relationship manager. We believe that this enables our
customer-facing relationship staff to spend more time on sales and customer relationship management. Our sales
force productivity initiatives include tracking of cash collections by a representative in our consumer finance
division using hand-held devices and digitization of loan processing for two-wheeler vehicle financing using an
Android based application. We also seek to enhance productivity in our capital allocation decisions, including by
choosing to offer certain products as distributors, such as mortgages, or through partnerships with third parties,
such as microfinance, instead of on our own. We have centralized most branch operations into two hubs at
Mumbai and Chennai in order to allow branches to focus on sales and service. Within our hubs, we have
standardized operations and automated tasks by using data workflow images and a paperless approach, and have
also trained staff on efficient service delivery to reduce or eliminate waste. We have also implemented parallel
processing of trade transactions at our two hubs and thereby, created more capacity to process more transactions.
In December 2012, we implemented a core banking solution to improve operational leverage and improve the
ability to find, serve and engage customers. We have also recently upgraded our risk management and treasury
systems in our global markets business unit using technology provided by Calypso Technology. We have also
recently implemented an anti-money laundering and employee fraud management system. We periodically review
operational activities for potential productivity gains through outsourcing or creating efficiencies internally within
our organization. We adopt a hub-and-spoke model for our branch network for processes where feasible in order
to reduce costs. We also monitor the operational metrics of personnel in our delivery channels, including
marketing staff, service staff, relationship managers, contact centre, as well as of our electronic channels, including
the Internet, mobile banking and ATMs. We have also automated human resources activities in relation to
performance management and learning and development and centralized credit underwriting.

Our Strategy

Our strategy is to gain market share in strategically-selected target businesses, customer segments and geographies
while improving our productivity, profitability and efficiency parameters. The amount of our total advances as of
March 31, 2015 was approximately 1.01% of the aggregate loans, cash credits and overdrafts by scheduled banks
in India as of April 3, 2015, according to the RBI's press release 2014-2015/2178 dated April 15, 2015.
Accordingly, we believe that the banking market in India continues to be a significant opportunity for us to
increase our market share. We seek to further build market share by leveraging our competitive strengths and
continuing to offer new and enhanced products, services and capabilities that are relevant to our target customer
segments in an evolving banking market. We expect to continue pursuing our strategies, which we believe have
helped in our growth trajectory and have been tested across economic and market cycles, and intend to continue to
scale up our branch network, customer base and balance sheet.

Focus on profits — We seek to increase profitability across business segments, in part by introducing new products
and enhancing existing products that we believe will better target the needs of our customer base and, at the same
time, will increase our yields on advances and our fee income. We seek to introduce new products to our existing
customers or enhance existing products, targeting the needs of our customer base. In our consumer finance
division, we seek to scale up existing products such as loans secured by property and credit cards. We have
recently added new products such as personal loans; unsecured business loans to small business owners; loans
secured by credit card receivables; “kisan” credit cards, which cater to the credit needs of farmers; loans secured
by securities; and gold loans. As an experienced vehicle financier, particularly for commercial vehicles, we seek
to build on our existing market share by leveraging our longstanding experience and consistent approach in this
segment, and have also commenced offering financing for tractors in select states in India and intend to expand to
more locations. In our corporate and commercial banking business unit, we seek to build market share in select
customer segments, industries and product verticals such as Government and public sector customer segment,
healthcare and renewable energy related industries and investment banking and e-commerce related product
offerings; organically and also through acquisitions such as our recent agreement to acquire the diamond and
jewellery loan portfolio of The Royal Bank of Scotland N.V. in India, subject to regulatory approvals; we believe
this acquisition will also provide us the opportunity to build specialization in trade finance for this sector. We seek
to continue to focus on efficient distribution of third-party products such as life insurance, health insurance, non-
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life insurance, mutual funds, 3-in-1 broking accounts and mortgages delivered by our multiple partnerships that
enable us to generate revenue by deepening existing customer relationships and find new customers. We regularly
re-evaluate and assess such arrangements and market opportunities. Where we believe that we can improve
profitability by, for example, offering new products or services or changing an existing product or service or
working with new or other third-parties, we will consider doing so. We also intend to expand existing services and
offer new services in our global markets business unit to both corporate and retail customers. Our strategy is to
aim to further broad base and augment our potential sources of revenue, thereby reducing our dependence on any
particular business. On the expenses side, we propose to continue to focus on efficiency and productivity in
growing our business and delivering services by optimizing of our front and back office operations. We
standardize processes, such as account opening, procurement and vendor management; we centralize certain
processes, such as account reconciliation and processing of trade finance transactions; we outsource processes such
as ATM operations, credit card processing and microfinance loan origination and collections; and we use energy
conservation initiatives, such as solar-powered ATMs, to create operating efficiencies and reduce our operating
costs.

Focus on customers — One of our goals is to be responsive to customers in all our businesses by anticipating their
needs and offering a full suite of products and services to deepen customer engagement and relationships. We
endeavour to increase the number of products and services that our customers use, and thereby increase recurring
revenues. We segment our customer base in a manner that allows us to serve the needs of each segment in a
targeted manner. We seek to provide differentiated and customized offerings for targeted customer segments, and
also draw on our experience with our customers to offer newer but related lending products. For example, we offer
financing for used commercial vehicles to existing customers that have an established track record with us in new
commercial vehicle financing. We have been successful in niche businesses, such as mid-cap investment banking,
inclusive banking through microfinance partnerships and transaction banking services for customer segments that
address government and public sector enterprises and small business customers, and intend to further develop our
capabilities in more areas, such as project underwriting and advisory services, asset reconstruction loans and
investments and lending to select high-quality real estate corporate customers. We also intend to grow our rural
banking business division by targeting select rural and agriculture-sector customers with products such as loans
secured by property and crop loans. We intend to continue to introduce and upgrade customer-friendly innovations
driven by technology that make our products and services easier and more convenient to use, which we believe
increases our brand visibility, engenders customer loyalty and also helps to attract new customers. We intend to
continue innovative offerings using technology, such as our “video branch” and “digital” branch initiatives, which
seek to create a platform for us to better find, serve and engage with customers. Our risk management model
emphasizes a high level of contact with customers across our business units across our distribution network in
order to monitor business and collateral risks, and supported by technology-based capabilities to track and analyze
customer relationships. In order to inculcate a customer responsiveness culture and to promote cross-selling of our
products and services, we seek to attract, retain and nurture qualified and talented personnel for our sales, service
delivery and operations.

Focus on branches and other delivery channels — Our strategy is to widen and leverage our branch and non-branch
delivery channels, including our branch network, ATMs, Internet and mobile phone banking, marketing outlets,
telephone sales representatives and our contact centre to increase and further diversify our customer base. We
added 199 branches during the fiscal year ended March 31, 2015. We aim to ensure that our new branches
perform well to reach break-even in the short term. We believe this strategy helps manage the pace of growth of
our branch network, which is dependent on our ability to maintain cost efficiencies and increase revenues from
new branches. Our branch network strategy is to cater to each geographical region of India instead of treating India
as one market. As part of this approach, we are focused on emerging as a bank with a leading branch presence in
select Tier 2 and Tier 3 cities by, in part, building a higher density of branches. We believe this will enable us to
address more customer segments per branch and thereby increase our CASA percentage and fee income per branch
in such markets. As part of our efforts to enhance our non-branch delivery channels, our customer care centres
now offer multiple language capabilities and our recently launched “video branch” initiative combines a brick-and-
mortar experience of a branch with digital servicing and allows customers to make video calls to our customer care
executives and branch or relationship manager. We seek to adapt to and anticipate evolving market expectations
for banking services by increasing our focus on our technology-driven platform, including through digital
marketing, delivery channel innovation, data analytics, process redesign and product development.
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SUMMARY FINANCIAL INFORMATION

The following tables present selected financial and other data regarding our business and should be read together
with “Management's Discussion and Analysis of Financial Condition and Results of Operations” and our
financial statements and the related notes included elsewhere in this Placement Document. The financial
statements have been presented in Indian Rupees.

Solely for the convenience of the reader, the selected data set out below are presented in a format different from
our audited financial statements and such data has been derived from our audited financial statements. Neither the
information set forth below nor the format in which it is presented should be viewed as comparable to information
presented in accordance with Indian GAAP, U.S. GAAP, IFRS or other accounting principles.

Summary income statement information

Fiscal year ended March 31,

2013 2014 2015
(X in million)
Income
Interest earned 69,832.32 82,535.34 96,919.64
Other income 13,629.61 18,905.29 24,038.73
Total 83,461.93 101,440.63 120,958.37
Expenditure
Interest expended 47,503.66 53,628.21 62,716.88
Operating expenses 17,563.63 21,852.83 27,259.33
Provision and contingencies 7,782.81 11,879.37 13,045.01
Total 72,850.10 87,360.41 10,3021.22
Profit 10,611.83 14,080.22 17,937.15
Add’pprg\’/figubs“)’,‘ég:“ forward from 11,875.90 17,909.30 26,233.34
Amount available for appropriation 22,487.73 31,989.52 44,170.49
Appropriations
Transfer to
a) Statutory Reserve 2,652.96 3,520.06 4,484.29
b) Capital Reserve 83.64 81.75 122.75
c) Investment Reserve 4.03 0.75 371.63
d) Dividend (proposed) 1,570.86 1,840.78 2,120.13
e) Corporate dividend tax 266.94 312.84 431.53
4,578.43 5,756.18 7,530.33
Balance transferred to balance sheet 17,909.30 26,233.34 36,640.16
Total 22,487.73 31,989.52 44,170.49
Earnings per share (basic) (Rupees) 21.83 26.85 33.99
Earnings per share (diluted) (Rupees) 21.40 26.41 3341
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Summary balance sheet information

Capital and liabilities
Capital
Employee stock options outstanding
Reserves and surplus
Deposits
Borrowings
Other liabilities and provisions
Total
Assets
Cash and balances with the Reserve Bank of India
Balances with banks and money at call and short Notice
Investments
Advances
Fixed assets
Other assets
Total

Contingent liabilities
Bills for collection

Summary cash flow information

Cash flow used in operating activities

Cash flow used in investing activities

Cash flow generated from financing activities
Cash and cash equivalents at the end of the year

As at March 31,
2013 2014 2015
(X in million)

5,228.70 5,256.39 5,294.50
107.12 110.20 140.53
70,966.72 85,063.04 101,010.31
541,167.15 605,022.85 741,343.64
94,595.56 147,619.57 206,180.56
20,999.91 27,187.26 37,189.64
733,065.15 870,259.31 1,091,159.19
32,498.44 44,139.16 40,351.43
35,988.88 23,555.26 67,439.99
196,541.66 215,629.53 248,593.70
443,206.10 551,018.36 687,881.99
7,561.42 10,164.47 11,575.77
17,268.65 25,752.53 35,316.31
733,065.15 870,259.31 1,091,159.19
1,349,028.88 1,478,042.64 2,089,731.02
63,375.07 57,745.69 67,289.18

Fiscal year ended March 31,

2013 2014 2015
(Tin million)
(4,857.64) (41,057.58) (3,214.33)
(1,739.75) (1,737.02) (2,761.56)
19,688.49 42,001.68 46,072.89
68,487.32 67,694.42 107,791.42

We need cash primarily to finance new borrowers and meet working capital requirements.
requirements through a variety of sources, including deposits, cash from interest income, short-term borrowings
and long-term borrowings such as bonds, refinancing from financial institutions and banks and securitization

transactions.

Reservations, qualifications or adverse remarks of auditors

We fund these

There are no reservations, qualifications or adverse remarks of auditors in the last five financial years immediately
preceding the year of circulation of this Placement Document.
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RISK FACTORS

Investing in the Equity Shares offered in this Issue involves a high degree of risk. Before investing in our Equity Shares,
you should carefully consider all the information in this Placement Document, including the risks and uncertainties
described below and in the sections “Our Business” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”, as well as the financial statements and related notes beginning on page 248 of
this Placement Document. If any of the following risks, or other risks that are not currently known or are now deemed
immaterial, actually occur, our business and financial results could be materially and adversely affected, the trading
price of the Equity Shares could decline significantly and you may lose all or part of your investment.

In particular, you should note that we are governed in India by a legal and regulatory environment which, in some
material respects, may be different from that which prevails in the United States or other countries.

Risk Factors Related to Us

We may be unable to sustain our recent level of performance, including growth in our business and improvements in
our financial results and other indicators of financial performance.

Our total assets have increased from ¥733,065.15 million as of March 31, 2013, to ¥870,259.31 million as of March 31,
2014 and to ¥1,091,159.19 million as of March 31, 2015, representing a CAGR of 22.0% from March 31, 2013 to March
31, 2015. In the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, our net profit was ¥10,611.82
million, ¥14,080.22 million and ¥17,937.15 million, respectively, representing a CAGR of 30.01% for the three-year
period ended on March 31, 2015. Certain other indicators of financial performance have also recorded growth or
remained generally stable over the past few years. For example, our NIM was 3.62% for the fiscal year ended March 31,
2015 as compared with 3.71% and 3.43% for the fiscal years ended March 31, 2014 and March 31, 2013. Our net NPAs
as a percentage of net loans as of March 31, 2015 were 0.31% as compared with 0.33% and 0.31% for the fiscal years
ended March 31, 2014 and March 31, 2013, respectively. In addition, other performance indicators that have improved or
remained generally stable include our return on assets, return on equity, cost to income, CRAR and Tier 1 CRAR. The
ratio of our current and savings account deposits to total deposits, expressed as a percentage, or our CASA percentage,
was 34.13 % as of March 31, 2015, as compared with 32.55% and 29.32% as of March 31, 2014 and March 31, 2013,
respectively. Our other income, which includes fee income, grew from ¥13,629.61 million for the fiscal year ended
March 31, 2013 to ¥18,905.29 million and ¥24,038.73 million for the fiscal years ended March 31, 2014 and March 31,
2015, respectively. The drivers for such performance include various factors, including those beyond our control, such as
a recovery or growth in the Indian economy. There can be no assurance that any such growth or performance, or any part
thereof, will be sustained in the future in the short, medium or long term.

In addition, net advances have grown from ¥443,206.10 million as of March 31, 2013 to ¥551,018.36 million and
3687,881.99 million as of March 31, 2014 and March 31, 2015, respectively. Our advances portfolio may not continue
to grow at the rates we anticipate, which could materially and adversely affect our business and financial results.

If we are unable to sustain our performance, the growth in our business or improvements in our financial results and
other indicators of financial performance, our business, financial results and other indicators of our financial performance
may be materially and adversely affected.

We may be unable to manage our growth effectively or successfully execute our growth strategy, including continued
branch network expansion, or achieve the synergies and other benefits we expect from such expansion. In addition,
the difficulties we may face with respect to the proposed expansion could impede our future growth and adversely
affect the operation of our business.

As part of our growth strategy, we have transitioned from a retail-dominated portfolio to a more balanced corporate and
retail portfolio. We continue to develop and implement a number of growth initiatives to become more competitive and
customer-oriented and to continue to optimize our balance sheet with a mixture of fixed and floating rate loans and by
managing our asset-liability maturity gap. Our current strategy is to gain market share in strategically-selected target
businesses, customer segments and geographies while improving our productivity, profitability and efficiency
parameters. Although our growth initiatives have contributed to our financial results in recent years, there can be no
assurance that we will be able to continue to successfully implement this strategy.

Our ability to sustain and manage growth depends primarily upon our ability to manage key issues such as selecting and

retaining skilled personnel, developing profitable products and services to cater to the needs of our existing and potential
customers, our success in cross-selling such products and services across our customer base by gaining market share in
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select businesses and geographies, maintaining and, in a timely manner, upgrading our technology platform to be
effective, introducing and successfully implementing new and improved technology initiatives and customer-friendly
innovative products and services, developing a knowledge base to face emerging challenges, ensuring a high standard of
customer service and successfully integrating and managing any acquired businesses. Sustained growth also puts
pressure on our ability to effectively manage and control historical and emerging risks. Our inability to effectively
manage any of these issues may adversely affect our business growth and, as a result, impact our businesses, prospects,
financial condition and results of operations, as well as the market price of our Equity Shares.

We also intend to continue to increase and diversify our customer base and delivery channels. In recent years, we have
significantly increased the scope of our branch network. The numbers of our bank branches and ATMs have increased
by 60.20% and 68.59 % from 500 and 882, respectively, as of March 31, 2013 to 801 (including 58 specialized branches)
and 1,487, respectively as of March 31, 2015. We acquired approximately 526,211 new current and savings deposit
accounts in the fiscal year ended March 31, 2015 as compared with approximately 502,522 and 237,286 new current and
savings deposit accounts acquired during the fiscal years ended March 31, 2014 and March 31, 2013, respectively. In
addition, the number of marketing outlets that we use in our consumer finance business increased by 19.50% from 795 as
of March 31, 2013 to 950 as of March 31, 2015. We intend to continue to add new branches over the next few years.
Such further expansion will increase the size of our business and the scope and complexity of our operations and will
involve significant start-up costs to establish such branches. We may not be able to effectively manage this growth or
achieve the desired profitability in the expected timeframe or at all or the expected increase in our CASA percentage or
improvement in other indicators of financial performance from the expansion. We may not achieve expected increases in
our corporate banking businesses from an enhanced retail customer-facing position following the expansion. In addition,
the growth and contribution to our revenue, deposits and advances arising from new branches may be slower or smaller
compared to the rest of our business. We may not be able to procure real estate for the new branches in a cost-effective
manner or without delays or relocate branches that do not meet our standards of success, including profitability and
increase in CASA deposits, to desirable locations. Some of our newly added branches are currently operating at a lower
efficiency level as compared with our established branches. While we believe that the newly added branches will achieve
the productivity benchmark set for our entire network over time, the success in achieving our benchmark level of
efficiency and productivity will depend on various internal and external factors, some of which are not under our control.
We may also not be able to recoup initial start-up costs from branches that do not perform successfully and we may have
to continue incurring costs to continue operating such branches if our management considers that closing such branches
may adversely affect our reputation or positioning in an area or may affect our compliance with applicable financial
inclusion obligations. Moreover, we may have to modify our branch network expansion strategy if we are unable to
comply with the conditions specified in the RBI’s Branch Authorization Policy. Any of the above may adversely affect
our business growth, prospects and financial results and other indicators of financial performance, such as our CASA
percentage.

As a consequence of a larger branch network, we may also be exposed to certain additional risks, including:

e difficulties arising from operating a larger and more complex organization and expanding into new areas and
territories;

o the failure to manage a geographically-diverse branch presence and to efficiently and optimally allocate
management, technology and other resources across our branch network;

o the failure to manage third-party service providers, including if our brand is adversely affected by the quality of
execution or premature termination of our outsourcing or other third-party services agreements;

o difficulties in the integration of new branches with our existing branch network;
o difficulties in supervising local operations from our centralized locations for particular retail banking services;

e difficulties in hiring quality personnel in sufficient numbers to operate the new branches locally and
management to supervise such operations from centralized locations.

o diversion of management’s attention from our existing business;

o the failure to realize expected profitability, growth or return on our investments in establishing branches in such
new territories;

o the failure to realize expected synergies and cost savings;
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o the failure to compete effectively with competitors already established in such new territories;

o the failure to maintain the level of customer service we have achieved in our existing business in the new
branches, which may adversely affect our brand;

o the triggering of obligations to open new rural branches (including, unbanked rural centres) along with our
branch network expansion, and associated risks, including higher technology support services cost and
operational risks;

e difficulties arising from coordinating and consolidating corporate and administrative functions, including
integration of internal controls and procedures; and

e unforeseen legal, regulatory, property, labour or other issues.

If we are unable to expand successfully, including through the continued branch network expansion or through
acquisitions, or are unable to successfully integrate new branches into our existing branch network, our ability to
compete effectively and our financial results may be adversely affected.

We may not be able to effectively manage the growth in our asset portfolio and maintain the quality of our loan
portfolio. If we are unable to plan for or reduce our exposure to large customers relative to our balance sheet size, or
if we experience a major default, our NPA levels could significantly increase and our financial condition and results
of operations could be materially and adversely affected.

Our growth-oriented strategy will involve a significant increase in our asset portfolio, including both consumer finance
and corporate loans, which will require further equity capital to strengthen our capital base. If such capital is unavailable,
our results of operations may be adversely affected. Further, such growth in our asset portfolio will require us to devote
additional resources to risk management. In particular, 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. We have also introduced
several new loan products in the last three fiscal years, some of which are unsecured. If we are not able to maintain the
quality of our loan portfolio, our NPAs may increase, which could materially and adversely affect our business and
financial performance.

Our net NPAs were 31,367.6 million, ¥1,840.5 million and %2,104.8 million as of March 31, 2013, March 31, 2014 and
March 31, 2015, respectively, while our gross NPAs were ¥4,577.8 million, ¥6,207.9 million and %5,629.2 million,
respectively, for the same periods. Our net NPA ratio was 0.31%, 0.33% and 0.31% as of March 31, 2013, March 31,
2014 and March 31, 2015, respectively, while our gross NPA ratio was 1.03%, 1.12% and 0.81% as of the same dates.
In addition, standard restructured loans constituted 0.26%, 0.33% and 0.53% of total net loan assets as of March 31,
2013, March 31, 2014 and March 31, 2015, respectively. While we had already made provisions for non performing
assets with respect to 62.61% of our gross NPAs as of March 31, 2015, we may need to make further provisions if
recoveries with respect to such NPAs do not materialize in time or at all. We have a large exposure to small businesses
and retail customers and we intend to continue to focus on such customers, which may result in increased lending to
customers that do not already have an established credit history with us and may thereby require us to invest substantial
resources to manage inherent risks. Small businesses generally have limited capital and liability management experience
and such businesses and retail customers are more sensitive to economic downturns. As a result, these customers may be
more likely to default on their loans and we may be required to increase our loan impairment provisions.

As the average size of corporate loans in our loan portfolio is substantially larger than the average size of our retail loans,
any major defaults in our corporate loans can significantly impact our overall portfolio of assets. If we are unable to
successfully monitor and manage our portfolio, including during economic downturns, our asset quality and as a result,
our financial condition and results of operation could be materially and adversely affected.

In March 2012, the RBI introduced a discussion paper on dynamic provisioning, which if implemented in its current
form may require significantly higher “expected loan loss” provisions as compared to the current level of provision on
standard assets at 0.40% of standard assets. In February 2014, the RBI indicated that banks should develop necessary
capabilities to compute their long term average annual expected loss for different asset classes, to enable switching over
to the dynamic provisioning framework. The final timing or form of such requirements is as yet uncertain.

Any increase in NPAs will reduce the net interest-earning asset base and increase provisioning requirements, thereby
adversely affecting our financial condition and results of operations. Our ability to continue to reduce or contain the
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level of our gross and net NPA ratios may be affected by a number of factors beyond our control, such as increased
competition, depressed economic conditions, including with respect to specific industries to which we are exposed,
decreases in agricultural production, decline in commaodity prices, adverse fluctuations in interest and exchange rates or
adverse changes in Indian policies, laws or regulations. In addition, there can be no assurance that reductions in NPAs
over prior periods will continue in the future or that current levels of restructured loans may not increase in the future.

In January 2014, the RBI introduced incremental provisioning and capital requirements for a bank’s exposure to entities
with unhedged foreign currency exposure. Banks are now required to ascertain the extent of the unhedged foreign
currency exposure of their customers and estimate the loss that is likely to arise from such exposure. Banks are then
required to incrementally provide for such likely losses in accordance with the RBI circular. The implementation of such
provisioning requirements could materially and adversely affect our business and financial performance. For example, on
account of this RBI requirement, we made an additional provision towards standard assets of ¥320.00 million during the
fiscal year ended March 31, 2015. Accordingly, our provisions for standard assets increased from ¥648.24 million for the
fiscal year ended March 31, 2014 to ¥1,040.00 million for the fiscal year ended March 31, 2015.

In February 2014, the RBI issued a circular on revitalizing stressed assets in the economy by selling assets to
securitization or reconstruction companies. To incentivize banks to recover appropriate value in respect of their NPAs
promptly, the RBI allowed banks to reverse the excess provision on sale of NPAs if the sale was for a value higher than
the net book value to the profit and loss account in the year the amounts were received. Further, as an incentive for early
sale of NPAs, banks were allowed to spread over any shortfall due to sale value being lower than the net book value over
a period of two years. This facility of spreading over the shortfall on sale of NPAs was notified for NPAs sold until
March 31, 2015 and this benefit was further extended until March 31, 2016 by another circular in May 2015. We sold
NPAs during the fiscal year ended March 31, 2015 in accordance with the terms of RBI circular no.
DBOD.BP.BC.N0.98/21.04.132/2013-14 dated February 26, 2014 and charged to our profit and loss account and made a
provision for ¥ 320.9 million during the fiscal year ended March 31, 2015 and the remaining loss of ¥2,246.02 million
will be so charged to our profit and loss account during the fiscal years ended March 31, 2016 and March 31, 2017. Any
such sale of NPAs during the current or future financial years will have an impact on our profits.

See the section “Management’s Discussion and Analysis of Financial Condition and Results of Operations”.

Our results of operations depend to a significant extent on net interest income, which in turn is sensitive to a number
of factors, including changes in interest rates. Any changes in the interest rate environment that may cause the costs
from our interest-bearing liabilities to increase disproportionately to the income from our interest-earning assets may
adversely impact our business and financial results.

Our results of operations depend to a great extent on our net interest income. Net interest income represents the excess
of interest earned from interest-bearing assets (performing loans and investments) over the interest paid on interest-
bearing liabilities, including customer deposits and borrowings. Interest rates are highly sensitive to many external
factors beyond our control, including growth rates in the economy, inflation, money supply, the RBI’s monetary policies,
deregulation of the financial sector in India, domestic and international economic and political conditions and other
factors. For example, in July 2013, the liquidity tightening measure announced by the RBI to increase the bank rate by
300 basis points to 10.25% resulted in an increase in interest rates and, consequently, cost of funds to the banks. This led
to pressure on our interest spreads and our net interest margin reduced from 3.71% in the fiscal year ended March 31,
2014 to 3.62% in the fiscal year ended March 31, 2015.

Our sources of funding have primarily been customer deposits, money market borrowings and refinances and Tier 1l
unsecured non-convertible subordinated debt securities. Our cost of funds is sensitive to interest rate fluctuations, which
expose us to the risk of reduction in spreads. The pricing on our issuances of debt will also be negatively impacted by
any downgrade or potential downgrade in our credit ratings. In addition, attracting customer deposits in the Indian
market is competitive. If we fail to sustain or achieve the growth rate of our deposit base, our business may be adversely
affected. The rates that we must pay to attract deposits are determined by numerous factors such as the prevailing
interest rate structure, competitive landscape, Indian monetary policy and inflation. In addition, our higher base rate for
lending may reduce our opportunities to lend to customers seeking lower rates or alternative sources of funding, such as
corporate bonds and commercial paper.

Volatility and changes in interest rates could affect the interest rates we charge on our interest-earning assets in a manner
different from the interest rates we pay on our interest-bearing liabilities because of the different maturity periods
applying to our assets and liabilities and also because liabilities generally reprice faster than assets. The difference could
result in an increase in interest expense relative to interest income leading to a reduction in our net interest income, which
could materially and adversely affect our results of operations. We have a mixture of fixed and floating rate loans and a
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substantial portion of our assets, particularly, in our consumer finance division lending for vehicles and in our consumer
banking unit for certain loan products, are set at a fixed interest rate. Consequently, in periods when interest rates trend
upward, we may be adversely affected as our costs may rise without the ability to increase interest rates on the fixed rate
portion of our portfolio. Conversely, if interest rates were to decrease, our overall yield on our advances may lag such
decreases. Any volatility or increase in interest rates or other market conditions may also adversely affect the rate of
growth of certain sectors of the Indian economy, which may adversely impact our business and financial results.

We face maturity and interest rate mismatches between our assets and liabilities. Our depositors may not roll over
term deposits on maturity and we may be otherwise unable to increase our term deposits in which case our liquidity
position could be adversely affected and we may be required to pay higher interest rates in order to attract and/or
retain further deposits, which could have a material adverse effect on our business, financial results and the price of
the Equity Shares.

We meet our funding requirements through short and long-term deposits from retail and large corporate depositors as
well as wholesale interbank deposits. However, a significant portion of our assets (such as loans) have maturities with
longer terms than our liabilities (such as deposits). As of March 31, 2015, we had negative liquidity gaps for certain
short-term maturity periods up to 1 year. For further information, see “Selected Statistical Information—Asset Liability
Gap”.

If a substantial number of our depositors do not roll over their funds upon maturity, our liquidity position could be
adversely affected and we may be required to pay higher interest rates in order to attract and/or retain further deposits,
which could have a material adverse effect on our business, financial results and the price of our Equity Shares.

In addition, increases in interest rates applicable to our liabilities, in particular our inter-bank wholesale funding, without
concurrent corresponding increases in interest rates applicable to our interest-bearing assets, may result in a decline in net
interest income, which could materially and adversely affect our business and financial results.

Adverse economic conditions or a continued slowdown in India could have an adverse impact on our business.

Our performance is highly correlated to general economic conditions in India, which are in turn influenced by global
economic factors. In its Second Bi-monthly Monetary Policy Statement, 2015-16 announced in June 2015, the RBI
noted that the global recovery was still slow and getting increasingly differentiated across regions. The RBI noted the
shrinking of the United States economy in the first quarter, the easing of the financial conditions in the Euro area, the
surprising growth in Japan and the continued deceleration in China. For most emerging market economies, the RBI
believes that the macroeconomic conditions remain challenging due to domestic fragilities, exacerbated by bouts of
financial market turbulence. The RBI also noted that even absent a decisive economic recovery or adverse geopolitical
shocks, oil prices appear to be volatile. Global financial markets are also volatile, with risk-on risk-off shifts induced by
changing perceptions of monetary policies in the advanced economies. Volatility in global bond markets has increased
with a number of factors at play: unwinding of European assets by investors due to the Greek crisis; rapidly changing
expectations around the United Stated Federal Reserve’s forward guidance; sharp movements in crude prices; and market
corrections due to changes in risk tolerance.

The RBI noted that the Central Statistics Office had revised downwards its estimate of India’s gross value added (GVA)
at basic prices for 2014-15 by 30 basis points from the advance estimates. Agricultural activity was adversely affected by
unseasonal rains and hailstorms in north India during March 2015. Reflecting this, the third advance estimates of the
Ministry of Agriculture indicate a contraction in food grains production by more than 5% in relation to the preceding
year’s level. Successive estimates have pointed to a worsening of the situation, with the damage to crops like pulses and
oilseeds — where buffer food stocks are not available in the central pool — posing an upside risk to food inflation. For the
kharif season, the outlook is clouded by the first estimates of the India Meteorological Department predicting that the
southwest monsoon will be 7% below the long period average and the Australian Bureau of Meteorology confirming the
onset of El Nino. Industrial production has been recovering, albeit unevenly. The sustained weakness of consumption
spending, especially in rural areas as indicated in the slowdown in sales of two-wheelers and tractors, continued to
operate as a drag. The RBI noted mixed signals from the service sector. While, in April 2015, retail inflation measured
by the consumer price index decelerated for the second month in a row, protein items, especially milk and pulses,
continued to indicate upward inflationary pressures. The RBI remained concerned on the risks to inflation due to the
prediction of a below-normal southwest monsoon, crude price firming up amidst considerable volatility and volatility in
the external environment. Any event or trend resulting in a deterioration in whole or part of the Indian or global economy
may directly or indirectly affect our performance, including the quality and growth of our assets. Any volatility in global
commodity prices, in particular oil and steel prices, could adversely affect our borrowers and contractual counterparties.
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Despite a recent easing in inflation rates, the Indian economy has in the past experienced high levels of inflation. In
periods of high rates of inflation, our costs, such as operating expenses, may increase, which could have an adverse effect
on our results of operations. Inflation may also have a bearing on the overall interest rates which may adversely affect
our net interest income.

If we are unable to manage the significant risks and challenges that we face in our newer businesses, including newer
fee income businesses, our business and financial results could be adversely affected.

As part of our growth strategy, we have been diversifying and expanding our products and services, including by
marketing new loan products and global markets and transaction banking services to retail customers and small and
medium-sized companies to earn fee income. Our fee income has grown from 13,629.61 million in the fiscal year
ended March 31, 2013 to ¥24,038.73 million in the fiscal year ended March 31, 2015. We may not be able to sustain such
growth. We have also recently added new businesses such as loans for the purchase of tractors and other farm equipment,
unsecured business loans, loan against credit card receivables, loans and overdraft facilities to farmers, loan against
securities, gold loans and rural loans. We also plan to expand our microfinance lending in selected regions. Under our
microfinance model, we lend directly to micro-borrowers by outsourcing origination and collection activities to regional
local partners. Our newer fee income businesses include the distribution of health insurance. Such new initiatives and
products and services entail a number of risks and challenges, such as start-up expenditure and other risks and costs
associated with the respective businesses, including the following:

o insufficient knowledge of and expertise applicable to the new businesses, which may differ from those required
in our current operations, including management skills, risk management procedures, guidelines and systems,
credit appraisal, monitoring and recovery systems;

o insufficient financial and other resources to support an expanded range of products and services;

o failure to obtain additional approvals and licences from regulators, including the RBI, the IRDAI, and the SEBI;

o lower growth or profitability potential than we anticipate;

e inability to prevent “misselling” of our products and services by our employees resulting in such products and
services being purchased by customers without an informed understanding of concomitant risks, which may

lead to defaults and litigation;

o failure to identify new segments and offer attractive new products and services in a timely fashion, putting us at
a disadvantage to our competitors;

e competition from similar offerings or products and services by our competitors in the banking and non-banking
financial services sectors;

e inability to attract customers from our competitors in our new businesses, as they may have substantially greater
experience and resources in such businesses;

o failure to appropriately value collateral, including property and infrastructure assets, in order to lend on a
secured basis;

o failure to accurately determine and monitor the creditworthiness of borrowers in our newer businesses and
increase in the rates of defaults, including in our unsecured loan businesses;

o changes in regulations or Government policies that may restrict or cap the interest rates or fees and commissions
that we may charge customers in any of our new businesses or compel changes to our business models and
viability of our businesses;

e any negative backlash and publicity associated with microfinance lending, as has occurred in the past in other
regions in India, which could lead to an increased rate of defaults from micro-borrowers and affect our brand
and ability to continue operations in the microfinance sector or obtain regulatory approvals to expand our
branch network or add new businesses;
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e any negative publicity arising due to regulatory or other actions against third parties with whom we are
associated and over whom we have no control;

e inability to enhance our risk management, internal control and other capabilities and our information technology
systems to support a broader range of products and services, a higher scale of operations and an increased retail
customer base;

e inability to attract and retain personnel who are able to implement, supervise and conduct the new businesses
activities on commercially reasonable terms; and

e economic conditions such as rising interest rates, decline in private consumption trends or housing prices or a
continued economic slowdown, which could negatively affect the market for credit cards, personal loans,
mortgages and other fee income related businesses, including investment banking.

We earn fee-based income from investment banking services, which include origination, syndication and restructuring of
debt, mergers and acquisitions advisory services, private equity placement and structured finance (including customized
structured trade finance) provided to large and medium sized companies. As part of our investment banking operations,
we may from time to time hold assets on our balance sheet which may subject us to market risk and credit risk. Our
investment banking activities are also generally susceptible to sustained adverse economic conditions in India or abroad.
There can be no assurance that we will be able to sustain levels of income from, or effectively manage the risks
associated with, this business in the future.

We earn fee income from global markets and transaction banking services, as well as from the sales of third-party
insurance products and mutual funds. For insurance products, we have a corporate agency arrangement with each of
Aviva Life Insurance Company India Limited, Cholamandalam MS General Insurance Company Limited and Religare
Health Insurance Company Limited, whereby we earn fee income by marketing Aviva life insurance, Cholamandalam
general insurance and Religare health insurance products, respectively, through our distribution channels to our
customers. Our income from these arrangements greatly depends on the reputation of such insurers in the marketplace
and the quality and variety of products they offer, which are factors beyond our control. Further, any change or
termination of our arrangements with third parties whose products we distribute may result in an interruption or decrease
in the fee income that we earn from such arrangements, including if we are unable to enter into arrangements with other
third parties on similar terms or at all. Under existing guidelines, Indian banks are currently permitted to have
arrangements with only one life insurer, one non-life insurer and one health insurer for the sales of insurance products.
In May 2015, the IRDAI released a revised exposure draft of the Insurance Regulatory and Development Authority of
India (Registration of Corporate Agents) Regulations, 2015, pursuant to which it is proposed to permit banks to enter into
arrangements with a maximum of three life insurers, three general insurers and three health insurers. The implementation
of such changes would require an overhaul of the insurance distribution mechanism and could lead to a short-term
disruption of the market, and increased competition among insurance agents. However, the final form or effect and the
timing of implementation of such regulations are as yet uncertain. In October 2012, the IRDAI released draft regulations
that propose to cap the amount paid or contracted to be paid as commission to bancassurance agents at 85% of the limit
specified in Section 40A of the Insurance Act, 1938 and the maximum amount to be paid for sharing the infrastructure,
cost of training and incentive to specified persons at 2.50% of the annualized premium, which if enacted, would
adversely affect our fee income in this business. However, the final form or effect and the timing of implementation of
such regulations and restrictions are as yet uncertain. Under the existing IRDAI regulations, we are unable to offset risk
arising from our dependence on such insurers by offering products from other insurers.

In addition, changes in regulation may adversely affect our ability to earn commissions and other income from the sales
of existing and new third-party products. For example, by its guidelines dated June 28, 2010, the IRDAI stipulated limits
on fees and charges associated with certain insurance products, commonly known as unit-linked insurance plans (ULIPS),
in which the policy value at any time varies with the value of the underlying assets. Further, pursuant to the Insurance
Regulatory and Development Authority (Linked Insurance Products) Regulations, 2013 and the Insurance Regulatory
and Development Authority (Non-Linked Insurance Products) Regulations, 2013, the IRDAI stipulated restrictions on
the maximum amount payable as commissions or remuneration in respect of certain linked and non-linked insurance
policies. The impact of such regulations is currently uncertain. In addition, the SEBI has prohibited entry loads and any
additional management fees for mutual funds schemes and limited the amount that asset management companies can pay
to distributors of mutual funds. In February 2015, the Association of Mutual Funds of India, a self-regulatory
organization of mutual funds, suggested voluntary caps on certain distribution fees. Such regulatory changes, as well as
any regulation in the future that would reduce or impose caps on fees and charges on third-party products, including
insurance and mutual funds, our fee income from the sales of such products may be adversely affected.
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We receive transaction-based fees for use of our ATMs by non-customers. In June 2012, the RBI permitted non-banks to
set-up, own and operate ATMs in India, subject to certain conditions. We may face difficulties finding third-party
vendors with which to partner for our existing ATM network or to expand our network, and we may face increased
competition with non-bank, or white-label, ATMs. In such event our fee income from ATMs could decrease, which
could adversely affect our financial results.

If we are unable to successfully expand and diversify our products and services while managing the attendant risks and
challenges, fee income from such products and services may be less than anticipated, which could have a material
adverse effect on our business and financial results.

We are highly dependent on our senior management to manage our current operations and meet future business
challenges.

Our future success is highly dependent on our senior management to maintain our strategic direction, manage our current
operations and risk profile and meet future business challenges, including our planned branch network expansion and the
addition of new businesses organically and through acquisitions. We do not maintain key man insurance and the loss of,
or inability to attract or retain, such persons could adversely affect our business and results of operations. For example,
the expertise, experience and services of our current Managing Director & Chief Executive Officer and other members of
our senior management team have been integral to our business. Our Managing Director & Chief Executive Officer was
re-appointed in 2015 to a three-year term ending in January 2018. Our employment agreements with these personnel do
not obligate them to work for us for any specified period, and do not contain non-compete or non-solicitation clauses in
the event of termination of employment. If one or more of these key personnel are unwilling or unable to continue in
their present positions, we may not be able to replace them with persons of comparable skill and expertise promptly or at
all, and we may not be able to further augment our management team appropriately as we add newer products and
services and expand our business, including through our planned branch network expansion, either of which could have a
material adverse effect on our business, operations and financial results.

We face risks associated with our vehicle financing business, which accounts for a substantial portion of our total
advances.

A significant portion of our advances is comprised of loans issued for the purchase of new and used commercial vehicles,
construction, earth-moving and material handling equipment, small commercial vehicles, utility vehicles, two-wheelers
and cars. As of March 31, 2015, our vehicle financing advances were 39.4% of our total net advances. Our business is a
legacy business of Ashok Leyland Finance Limited, which merged with us in 2004 and was earlier a subsidiary of a
major commercial vehicle manufacturer controlled by the Hinduja Group. The success of our business depends on
various factors that affect the demand for such vehicles, including the demand for transportation services in India or in
any of its regions, changes in Indian laws, regulations and policies or court actions affecting the transportation sector,
fuel prices, natural disasters and other macroeconomic conditions in India and globally. For example, due to the
economic downturn in the vehicle industry, demand for our commercial vehicle loans was lower in the fiscal years ended
March 31, 2014 and March 31, 2015. We could also be adversely affected by a decrease in demand for financing of
vehicles arising from increasing consumer affordability for such vehicles or other reasons. We are also exposed to the
risk of increasing competition from public sector banks, other private sector banks, non-banking finance companies and
other financial institutions in this business, including entities with greater resources than ours, which may cause us to
lose market share and decrease our yields over the medium or long term. Our relationships with manufacturers of
vehicles to finance purchases are not on an exclusive basis, and there is no assurance that they will not direct their
business to other financiers. We may be adversely affected by poor economic performance and the loss of market share
of any one or more major vehicle manufacturers with which we have relationships, or if we lose or fail to maintain
market share in any of our chosen vehicle categories or are unable to achieve prior levels of success in newer
geographies as we expand our business. Substantially all our vehicle finance advances are at a fixed rate and we are
generally unable to pass on any increases in market interest rates to such customers, which may adversely affect our
interest income. Any failure to perfect our security interest and monitor and accurately value collateral will affect our
ability to recover principal and interest amounts on advances in the event of defaults. Any failures in customer service,
whether by us or by our associate company, Indusind Marketing and Financial Services Private Limited, which operates
the marketing outlets that source substantially all our advances in our vehicle financing business, or by third-party
providers to which we have outsourced collections may adversely affect our reputation, and any failure to replace such
providers at short notice may cause disruptions in our business. Any changes in regulations that disqualify a part or all of
our vehicle financing business for priority sector lending may adversely affect us by requiring us to allocate more funds
to advances with lower yields. The occurrence of any of the above factors could have a material adverse effect on our
business and financial results.
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We have substantial exposure to certain sectors and borrowers and our business could be materially and adversely
affected by difficulties experienced in these sectors or by such borrowers.

We monitor concentration of exposures to sectors and borrowers. We calculate customer and sector exposure, as
required by the RBI, by aggregating the higher of the outstanding balances of, or limits on, funded and non-funded
exposures. Funded exposures include loans and investments (excluding investments in government securities, units of
mutual funds, deposit certificates issued by banks and equity shares).

As of March 31, 2015, our largest sector concentrations, in each case as a percentage of our net advances, were as
follows: lease rental (3.92%), real estate developers (non-residential) (3.85%), gems and jewellery (2.39%), non-banking
financial companies (2.25%) and telecom cellular (2.02%). In addition, we have substantial exposure to the automobile
and transport sectors as a result of our vehicle financing business. As of March 31, 2015, consumer financing advances
aggregated 41.30% of our total net advances. Furthermore, we have substantial exposure to agriculture and micro and
small enterprises, which the Government of India categorizes as “priority sectors”. As of the March 31, 2015, our lending
to priority sectors was ¥230,173.04 million, which constituted 40.71% of our ANBC. Any significant difficulty in a
particular sector, driven by events not within our control, such as regulatory action or policy announcements by
government authorities or natural disasters, would adversely impact the ability of borrowers in that industry to service
their debt obligations to us. In particular, given the importance of retail loans to our business, any slowdown in sectors
such as automobiles, transport and agriculture could adversely impact our performance. As a result, we would
experience an increased level of NPAs, which may adversely impact our business, our financial performance and the
price of our Equity Shares.

As of March 31, 2015, our largest single customer exposure (which included fund-based and non-fund-based exposure)
was ¥18,509.79 million, representing 1.44% of our total customer exposure (fund-based and non-fund-based exposure),
and our aggregate exposure to our 20 largest customers (which included fund-based and non-fund-based exposures)
totalled ¥228,478.5 million, representing 17.14% of our total customer exposure (fund-based and non-fund-based
exposure). Such exposure is computed in accordance with the definition contained in the RBI’s master circular on
exposure norms DBOD.No.Dir.BC.12/13.03.00/2014-15 dated July 1, 2014 and includes credit and investment exposure.
None of our 20 largest customer exposures were classified as non-performing as of March 31, 2015. If any of our 20
largest customer exposures were to become non-performing, the credit quality of our portfolio and our business and
financial results could be adversely affected.

We face intense competition from banks and financial institutions that are much larger than we are and have an
established presence all over India. If we are unable to compete efficiently, our business and financial results could be
adversely affected.

The Indian banking industry is highly competitive. We face strong competition in all lines of our business, and many of
our competitors are much larger than we are. We compete directly with large government-controlled public sector banks
and major private sector banks, which generally have much larger customer and deposit bases, larger branch networks
and more capital than we do. The Government of India has also expressed a preference for consolidation in the banking
sector in India. Mergers among banks may result in enhanced competitive strengths in pricing and delivery channels for
merged entities. We may face greater competition from larger banks as a result of such consolidation, which may
adversely affect our future financial performance.

We also compete with foreign banks with operations in India, including some of the largest multinational banks and
financial institutions in the world, and, for certain products, non-banking financial institutions and housing finance
companies. In November 2013, the RBI issued a framework for setting up of wholly-owned subsidiaries by foreign
banks in India, pursuant to which foreign banks have been permitted to set up wholly-owned subsidiaries with the prior
approval of the RBI. Such measures may increase competition from such foreign banks. In addition, in February 2013,
the RBI also released guidelines on grant of licences to additional new Indian banks, possibly including entities with
substantially greater resources than ours. The RBI has liberalized the licensing regime and intends to issue licenses on an
ongoing basis, subject to the specified qualification criteria. In April 2014, the RBI granted in-principle approvals, valid
for a period of 18 months, to IDFC Limited and Bandhan Financial Services Private Limited to set up banks. Such
entities are required to satisfy the conditions contained in their respective in-principle approval letters before the RBI
grants them a license to commence banking operations. In November 2014, the RBI released guidelines for the licensing
of small finance banks in the private sector and payments banks. In February 2015, the RBI noted the receipt of 72
applications to set up small finance banks and 41 applications to set up payments banks, although no small finance banks
or payments banks have been granted licenses as on the date of this Placement Document. Any such existing or new
competitor banks could have a substantial advantage over us in enabling economies of scale, such as in purchasing
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technology and other capabilities, improving organizational efficiencies, marketing and promotion and pricing, as well as
more developed bases of consumer financing customers.

In addition, we may face attrition and difficulties in hiring at senior management and other levels due to competition
from existing Indian and foreign banks, as well as new banks arising from the RBI’s guidelines. Due to such intense
competition, we may be unable to successfully execute our growth strategy successfully and offer competitive products
and services that generate reasonable returns, reduce our currently high operating costs and retain our competitive
advantage, which could negatively impact our profit margins and materially and adversely affect our business and
financial results.

If we fail to maintain the minimum capital adequacy requirements stipulated by the RBI or minimum capital
adequacy levels required to support our growth, the RBI may take certain actions against us that could adversely
affect our reputation, business and financial results.

We are required by the RBI to maintain a minimum overall capital adequacy ratio of 9% in relation to our total risk-
weighted assets. We must maintain this minimum capital adequacy level to support our growth. In accordance with the
Basel Il capital regulations, we are required to maintain a minimum CET-I capital ratio of 5.5%, a minimum Tier |
capital ratio of 7% and a capital conservation buffer of 2.5% of its risk weighted assets. The transitional arrangements for
the implementation of Basel 111 capital regulations in India began from April 1, 2013 and the guidelines are required to
be fully implemented by March 31, 2019. For details of the phased implementation schedule, see “Regulations and
Policies- Capital Adequacy Requirements”.

The RBI requirements for Basel I11 compliance are generally more stringent than the framework prescribed by the Bank
for International Settlements and the requirements prescribed by the earlier norms and compliance with such
requirements will have an impact on our financial results, including certain key indicators of financial performance, such
as the return on equity. Our capital adequacy ratio was 12.09% as of March 31, 2015 as contained in our audited
financial statements as of and for the year ended on such date. Although we currently meet or exceed the applicable
capital adequacy requirements, certain adverse developments could affect our ability to continue to satisfy the capital
adequacy requirements, including deterioration in our asset quality, declines in the values of our investments and changes
in the minimum capital adequacy requirements. Furthermore, our ability to support and grow our business could be
limited by a declining capital adequacy ratio if we are unable to access or have difficulty accessing the capital markets or
have difficulty obtaining capital in any other manner. \We cannot assure you that we will be able to obtain additional
capital on commercially reasonable terms in a timely manner, or at all. If we fail to meet capital adequacy requirements,
the RBI may take certain actions, including restricting our lending and investment activities, and the payment of
dividends by us. These actions could materially and adversely affect our reputation, business and financial results.

We are required to comply with the RBI guidelines relating to the Liquidity Coverage Ratio (“LCR”), Liquidity Risk
Monitoring Tools and the LCR Disclosure Standards pursuant to the Basel 111 Framework on Liquidity Standards that are
applicable to banks in India with effect from January 1, 2015. LCR, as provided in the guidelines, measures the Bank’s
ability to manage and survive for 30 days under a significant stress scenario that combines an idiosyncratic as well as a
market-wide shock that would result in accelerated withdrawal of deposits from retail as well wholesale depositors,
partial loss of secured funding, increase in collateral requirements, unscheduled draw down of unused credit lines, etc.
We depend on balanced funding from retail as well as wholesale depositors. We compute LCR in all significant
currencies using the factors mentioned in the RBI guidelines. Our High Quality Liquid Assets (“HQLA”) consist of cash,
unencumbered excess SLR, a portion of statutory SLR as allowed under the guidelines, cash balance with the RBI in
excess of statutory cash reserve requirements, and high rated corporate bonds issued by entities other than financial
institutions. Major components of our balance sheet are in domestic currency, and we use foreign currency sources to
predominantly fund foreign currency advances. Collaterals are generally kept as cash or cash equivalent for securing
derivative transactions. The largest absolute net 30-day collateral flows realized during the preceding 24 months has been
considered as potential outflow on account of change in valuation of derivative trades. Any adverse impact due to
market-wide shock leading to accelerated withdrawal of deposits from retail as well as wholesale depositors, partial loss
of secured funding, increase in collateral requirements, unscheduled draw down of unused credit lines, etc. would impact
the profitability of our business.

In addition, continued compliance requirements with Basel Il or other capital adequacy requirements imposed by the
RBI, may result in the incurrence of substantial compliance and monitoring costs and there can be no assurance that we
will be able to comply with such requirements or that any breach of applicable laws and regulations will not adversely
affect our reputation or our business, operations and financial results.
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We depend on our brand recognition, and failure to maintain and enhance awareness of our brand would adversely
affect our ability to retain and expand our base of customers. We have applied for but not yet registered certain
trademarks and, therefore, may be unable to adequately protect our intellectual property. We may also be subject to
claims alleging breach of third-party intellectual property rights.

We have invested in developing and promoting our brand and we expect to continue maintaining and increasing our
brand awareness amongst our current and prospective customers. We believe that as the market becomes increasingly
competitive, maintaining and enhancing our brand, in a cost-effective manner, will become more important for our
business. Further, we believe that continuing to develop awareness of our brand, through focused and consistent
branding and marketing initiatives, among customers is important in order to establish our leadership in select markets. If
we are unable to consistently manage our time and costs on brand building initiatives, our ability to compete in the
financial services sector may be negatively impacted and have a material adverse effect on our business.

We do not own the “Indusind Bank” trade mark or logo. Further, although we have applied to register such trade mark or
logo, there can be no assurance that the relevant authority will grant us such registration. There can also be no assurance
that third parties will not infringe on our intellectual property or misuse our name or logo, which may adversely affect
our business, prospects and reputation. Further, we may become subject to claims by third parties if we use slogans,
names, designs, software or other such subjects in breach of any intellectual property rights registered by such third
parties. Any legal proceedings pursuant to such claims, or settlements thereunder, may divert management attention and
require us to pay financial compensation to such third parties, as well as compel us to change our marketing strategies or
brand names of our products and services, which could adversely affect our business, prospects and financial results.

Negative publicity could damage our reputation and adversely impact our business and financial results.

Reputational risk, or the risk to our business, earnings and capital from negative publicity, is inherent in our business.
The reputation of the financial services industry in general has been closely monitored as a result of the financial crisis
and other matters affecting the financial services industry. Negative public opinion about the financial services industry
generally or us specifically could adversely affect our ability to attract and retain customers, and may expose us to
litigation and regulatory action. Negative publicity can result from our actual or alleged conduct in any number of
activities, including lending practices, 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. We distribute several third-party
products, including life insurance, health insurance, general insurance and mortgages. We also work in partnership with
third parties, including business correspondents in the micro-finance sector. We have no control over the actions of such
third parties. Any failure on the part of such third parties, including any failure to comply with applicable regulatory
norms, any regulatory action taken against such parties or any adverse publicity relating to such party could in turn result
in negative publicity about us and adversely impact our brand and reputation.

We may be unable to foreclose on collateral in a timely fashion or at all when borrowers default on their obligations
to us, or the value of collateral may decrease, any of which may result in failure to recover the expected value of
collateral security, increased losses and a decline in net profits.

A substantial portion of our loans to retail and corporate customers is secured by tangible collateral, predominantly
vehicles, property and equipment financed by us and other items such as gold ornaments and securities. A portion of our
loans to corporate customers is secured by assets, including property, plant and equipment. Our loans to corporate
customers also include working capital credit facilities that are typically secured by a first lien or charge on inventory,
receivables and other current assets. In some cases, we may have taken further security of a first or second lien or charge
on fixed assets, a pledge of financial assets (such as marketable securities), corporate guarantees and personal guarantees.
We also lend to retail customers and small businesses secured by property and have credit card operations.

The value of the collateral securing our loans may significantly fluctuate or decline due to factors beyond our control.
For example, the global economic slowdown and other domestic factors had led to a downturn in real estate prices in
India. Any decline in the value of such collateral may reduce the amounts we can recover from such collateral and
increase our impairment losses. In addition, we may be unable to foreclose on collateral when borrowers default on their
obligations to us, which may result in failure to recover the expected value of such collateral security. Although there
has been legislation strengthening the rights of creditors and which may lead to faster realization of collateral in the event
of default, there can be no assurance that such legislation will have a favourable impact on our efforts to reduce our
levels of NPAs and we may not be able to realize the full value of our collateral, due to, among other things, stock
market volatility, changes in the economic policies of the Indian government, delays in foreclosure proceedings, defects
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in the perfection of collateral, fraudulent transfers by borrowers and decreases in the values of collateral. In the event that
a specialized regulatory agency gains jurisdiction over the borrower, creditor actions can be further delayed. In addition,
the RBI’s guidelines on corporate debt restructuring specify that for debt amounts of ¥100 million and above, 60% of the
creditors by number and 75% of creditors by value can decide to restructure the debt and that such a decision would be
binding on the remaining creditors. If we own 25% or less of the debt of a borrower, we could be forced to agree to an
extended restructuring of debt which may not be in our interests. In January and June 2014, the RBI issued guidelines on
the framework for revitalizing distressed assets in the economy. These guidelines envisage formation of a joint lenders’
forum and the taking of a corrective action plan in relation to delinquent accounts where the overdues are between 61 and
90 days and the aggregate exposure of all lenders in an account is ¥1,000 million or above. Such accounts may be
restructured under the joint lenders’ forum or the corporate debt restructuring mechanism. In June 2015, the RBI issued
the strategic debt restructuring scheme, pursuant to which the joint lenders’ forum was authorized to permit banks to
convert a whole or a part of the loan and interest outstanding into equity shares in the borrower company, so as to acquire
a majority shareholding in such borrower company.

Such difficulties in realizing our collateral fully or at all, including if we are instead compelled to restructure our loans,
could adversely affect our business and financial results.

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

We offer unsecured personal loans and credit cards to the retail customer segment, including salaried individuals and
self-employed professionals. In addition, we offer unsecured loans to small businesses and individual businessmen.
Unsecured loans are a greater credit risk for us than our 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 we normally obtain
direct debit instructions or post-dated checks from our customers for our unsecured loan products, we may be unable to
collect in part or at all in the event of non-payment by a borrower. Further, any expansion in our unsecured loan portfolio
could require us to increase our provision for credit losses, which would decrease our earnings.

We are exposed to risks relating to our contingent liabilities.
As of March 31, 2015, we had total contingent liabilities of ¥2,089,731.03 million, as shown below:

As of March 31, 2015

(Tin million)

Contingent Liabilities
Claims against the Bank not acknowledged as debts 5,477.40
Liability on account of outstanding forward exchange contracts 961,873.12
Liability on account of outstanding derivative contracts 792,176.71
Guarantees given on behalf of constituents

a) In India 279,879.22

b) Outside India Nil
Acceptances, endorsements and other obligations 50,199.32
Other Items for which the Bank is contingently liable — The Depositor Education 125.26
and Awareness Fund
Total 2,089,731.03

If any of these contingent liabilities materialize, fully or partially, our financial results could be materially and adversely
affected. In particular, our contingent liabilities have increased in recent years, partly as a result of our expansion of our
foreign exchange and derivatives business. See also the section “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Factors affecting our results of operations — Ability to grow our fee income.”

Our global markets operations expose us to risks.

Our revenue from exchange transactions and derivatives, handled by our global markets business unit, increased by
105% from 3,513.44 million as of March 31, 2013 to ¥7,2013.89 million as of March 31, 2015. As a result, our off-
balance sheet items (which include liabilities on account of outstanding derivative contracts and liabilities on account of
outstanding forward exchange contracts) have increased. Our contingent liabilities on account of outstanding derivative
contracts increased from 3295,401.47 million as of March 31, 2013 to %792,176.71 million as of March 31, 2015. Our
contingent liabilities on account of outstanding forward exchange contracts increased from ¥794,386.55 million as of
March 31, 2013 to ¥961,873.12 million as of March 31, 2015. We are exposed to fluctuations in foreign currency rates
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on our limited unhedged exposure, which may directly affect non-interest income and thereby, our financial results.
Such fluctuations could also affect our treasury revenue adversely. Movements in foreign exchange rates may also
adversely affect our borrowers and this may, in turn, affect the quality of our exposure to these borrowers. If the
liabilities on account of outstanding derivative contracts and liabilities on account of outstanding forward exchange
contracts were to materialize due to a counterparty default, we may incur a loss to the extent of the difference between
the contracted price and the trade price. Our financial results could be materially and adversely affected by any
significant losses incurred by us in this respect.

We are not in compliance with RBI requirements to reduce our Promoters’ shareholding.

Pursuant to RBI’s guidelines our Promoters, who hold 15.09% of our Equity Shares as of March 31, 2015, may not be
able to continue to hold a significant portion of their existing shareholding. In particular, in September 2009, the RBI
had stated that our Promoters will need to reduce their shareholding to less than 10% of our total outstanding Equity
Shares by December 31, 2012, and we had indicated a roadmap for such divestment to the RBI, which we are required to
follow. Our Promoters did not reduce their shareholding to less than 10% by December 31, 2012. We had applied to the
RBI for its approval in connection with a proposed preferential allotment to our Promoters in order to maintain their
aggregate shareholding at 15% of our paid-up share capital post the Issue and preferential allotment. The price at which
Equity Shares will be allotted under the preferential allotment shall be in accordance with Chapter VII of the ICDR
Regulations, however, such price shall not be less than the price at which the Equity Shares are allotted to QIBs in the
Issue.We have received the in-principle approval of the RBI for undertaking a preferential allotment of Equity Shares to
our Promoters. If we do not comply with the RBI’s directions on ownership and shareholding, the RBI may impose
penalties on us and our Directors, officers and Promoters under the Banking Regulation Act, 1949. In addition, we may
face difficulties or delays in obtaining approval for certain activities or the RBI may impose conditions that are difficult
to meet. The RBI also has the power to cancel the licence granted to a banking company on certain grounds, including
non-compliance with any condition, the fulfilment of which, in the opinion of the RBI, is necessary to ensure that the
conduct of the bank’s business will not be prejudicial to the interests of the public or depositors in India. Accordingly,
any failure to divest or reduce the shareholding of our Promoters in accordance with the RBI’s requirements may
adversely affect our business and financial results.

Restrictions on ownership in private sector banks by the RBI could discourage or prevent a change of control or other
business combination involving us, or could compel our Promoters to divest a significant portion of their existing
shareholding.

The RBI has issued guidelines restricting ownership in private sector banks in India to not more than 10% of the paid-up
share capital, directly or indirectly, for any entity or group of related entities. The guidelines state that no entity or group
of related entities will be permitted to own or control, directly or indirectly, more than 10% of the paid up capital of a
private sector bank without RBI approval. The implementation of such a restriction will discourage or prevent a change
in control, merger, consolidation, takeover or other business combination involving us which might be beneficial to our
shareholders. Further RBI approval is required before we can register the transfer of 5% or more of our shares (paid up
capital) to an individual or group. Each investor in Equity Shares will be deemed to have acknowledged, represented and
agreed that its total interest in the paid-up share capital of the Bank, whether direct or indirect, beneficial or otherwise
(any such interest, its “Holding”), when aggregated together with any existing Holding and/or Holding of any “associated
enterprise” (as defined under Section 92A of the Indian Income Tax Act, 1961), does not exceed 5% of the total paid-up
share capital of the Bank, unless such investor is an existing shareholder who already holds 5% or more of the underlying
paid-up share capital of the Bank with the approval of the RBI, provided that its Holding does not, without the further
approval of the RBI, exceed its existing Holding after allotment under the Issue. In addition, Section 12 of the Banking
Regulation Act prohibits any person holding shares in a bank from exercising voting rights in excess of 10% of the total
voting rights of all shareholders of any bank, irrespective of the number of shares held by such person. However,
pursuant to the Banking Laws (Amendment) Act, 2012, the RBI may increase such ceiling on voting rights in banking
companies from 10% to 26% in a phased manner.

Our Promoters will continue to hold a significant percentage of the Equity Shares outstanding after the Issue and
exercise influence over board decisions and any shareholder voting, and none of the Promoters or their affiliates have
any obligation to direct any opportunities in the banking and financial services industry or contribute capital or
provide credit support to us or any obligation not to compete with us or aid any other entity to do so.

Immediately after the completion of the Issue, our Promoters will own approximately 13.72% of our total outstanding
Equity Shares. Our board of directors has also approved a proposed preferential allotment to our Promoters of up to 1.5%
of our authorized equity share capital (within the limit of 10% of our authorized share capital as approved by our
shareholders pursuant to their resolution adopted by way of postal ballot on June 8, 2015), in order to maintain their
aggregate shareholding at 15% post the Issue and preferential allotment. The price at which Equity Shares will be allotted
under the preferential allotment shall be in accordance with Chapter VII of the ICDR Regulations, however, such price
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shall not be less than the price at which the Equity Shares are allotted to QIBs in the Issue. We have also received the in-
principle approval of the RBI for undertaking a preferential allotment of Equity Shares to our Promoters through a letter
dated June 17, 2015. We have sought the approval of our shareholders through a notice of postal ballot dated June 25,
2015. Such proposed preferential allotment is subject to approval by our shareholders. As such, our Promoters will
exercise influence over most matters affecting us or subject to a shareholder vote, including the appointment and removal
of our officers, our business strategy and policies, any determinations with respect to mergers, business combinations and
acquisitions or dispositions of assets, our dividend policy and our capital structure and financing, subject to the restriction
that a maximum of 10% of the votes cast at any meeting of shareholders of any Indian bank may be cast by a single
shareholder, irrespective of the percentage of the shares held by such shareholder. See the section “Regulations and
Policies”. Further, the extent of our Promoters’ shareholding in us may result in the delay or prevention of a change of
management or control, even if such a transaction may be beneficial to our other shareholders. Further, none of our
Promoters or the affiliates of our Promoters is obligated to direct any opportunities in the banking and financial services
industry or contribute capital or provide credit support to us or has any obligation not to compete with us or aid any other
entity to do so. For example, our consumer finance division, which finances vehicles by Indian automakers, was
formerly an associate entity of Ashok Leyland Limited, a part of the Hinduja Group, which has also promoted its own
consumer finance company. If we are unable to compete effectively with such entities, our business and financial results
may be adversely affected.

We are currently classified as a foreign-owned entity for purposes of foreign investment restrictions, including for
downstream investments.

As of March 31, 2015, the aggregate foreign investment in the Bank was 71.56%, of which 43.05% constituted
shareholding by FPIs and Flls. Under its consolidated foreign direct investment (FDI) policy, the Government of India
has set out certain restrictions with respect to downstream investments by Indian companies that are foreign owned or
controlled. However, downstream investments by banking companies which are foreign owned or controlled (other than
strategic downstream investments by such companies in their subsidiaries, joint ventures and associates), are not taken in
to account while determining the amount of indirect foreign investments in such downstream companies if such
investments are being made under the voluntary corporate debt restructuring mechanism or other loan restructuring
mechanism, or in trading books, or for the acquisition of shares due to defaults in loans. There are also restrictions on the
transfer of ownership or control of Indian companies in sectors with caps on foreign investment to a person or entity
resident outside India. These requirements may include restrictions on valuations and sources of funding for such
investments and the prior approval of the Foreign Investment Promotion Board. We may be subject to such restrictions
and there can be no assurance that we will be able to comply with such requirements or obtain any required approvals for
our business or any future acquisitions or growth.

Your ability to sell your Equity Shares may be adversely affected by restrictions on foreign investment applicable to
us. We are mentioned on the RBI “caution list” with respect to our foreign shareholding.

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 or the Foreign Investment Promotion Board (or FIPB) will be required. A non-resident
investor may not be able to obtain such approvals on terms favourable, in a timely manner or at all.

In addition, foreign investment, including FDI and investments by FPIs or Flls, in private sector banks in India is
restricted to 74%. Moreover, foreign investment by FPIs or Flls in private sector banks in India cannot exceed 49%.
The FIPB has granted post facto approval for foreign investment in the Bank up to 74% pursuant to its letter dated
November 20, 2014. Such approval is subject to compounding from the RBI for an increase in the Bank’s foreign
shareholding beyond 68.51% since April 2010. Our application to the FIPB seeking deletion of such condition relating to
compounding is currently pending. We may be subject to a compounding penalty by the RBI. As per the RBI, purchases
by a single FPI or FII is restricted to below 10% of our paid-up capital and the banking regulations require an RBI
acknowledgement for the acquisition/transfer of shares of 5% or more of a private sector bank by FPIs or Flls. As of
March 31, 2015, the aggregate foreign investment in the Bank was 71.56%, of which 43.05% constituted shareholding by
FPIs and Flls. The RBI monitors such limits on a daily basis and has cautioned all authorized dealers not to purchase
any equity shares traded on Indian stock exchanges without prior RBI approval if the aggregate net purchases of equity
shares of listed Indian companies reach a cut-off point of two percentage points lower than the specified foreign
investment limit, which would be 72% for private sector banks in India (and 47% for FPIs or Flls investing in such
banks). In the past, the RBI has placed us on a “ban list”, pursuant to which no further investments by Flls or NRIs were
permitted. Currently, the RBI has placed us on the “caution list” pursuant to which RBI approval is required for any
further secondary investments by Flls or NRIs. If we are placed on the “ban list” or continue to be on the “caution list” in

49



the future, your ability, if you are a person resident in India, to sell or purchase Equity Shares to persons resident outside
India, including NRIs and Flls, may be restricted or delayed.

In addition, because of possible delays in obtaining requisite approvals, investors in Equity Shares may be prevented
from realizing gains during periods of price increases or limiting losses during periods of price declines.

Our access to liquidity is susceptible to adverse conditions in the global financial markets. Continuing financial
instability in other countries could disrupt our business and cause the trading price of the Equity Shares to decrease.

Economic developments outside India can adversely affect the economy. During the global financial crisis that started in
the second half of 2007, the global credit markets experienced significant volatility and liquidity disruptions, which
originated from liquidity disruptions in the United States and Europe, particularly with respect to the credit and sub-
prime residential mortgage markets. These and other related events, such as the collapse of a number of financial
institutions, have had and continue to have a significant adverse impact on the availability of credit and general
confidence in the financial markets, globally as well as in India. The deterioration in the financial markets led to
recession in many countries, which resulted in declines in employment, household wealth, consumer demand and
lending. If such conditions continue to persist, economic growth in India and elsewhere could be adversely affected. In
addition, global markets and economic conditions have been negatively impacted since 2010 by market perceptions
regarding the ability of certain member states of the European Union (EU) to service their sovereign debt obligations,
triggered by large budget deficits and rising public debts. Financial markets in the EU experienced increased volatility,
several sovereign rating downgrades and continued concerns over the stability of the European monetary system and
economy. These conditions have also been exacerbated as a result of market perceptions regarding the level of sovereign
debt in the United States. Further, there are rising concerns of a possible slowdown in the Chinese economy. In addition,
actions or monetary policies of monetary authorities in different countries may be expansionary or contractionary in
nature and may not be well-coordinated. This could lead to high levels of currency volatility for certain currency pairs,
affecting trade and payment balances among countries as well as industrial demand, availability of credit and credit risks.
A loss of investor confidence in other financial systems may cause volatility in Indian financial markets, including with
respect to the movement of exchange rates and interest rates in India, and, indirectly, in the Indian economy in general.
No assurance can be given that a further economic downturn or financial crisis will not occur, or that measures taken to
overcome a crisis will be sufficient to restore stability in the global financial markets in the short term or beyond. As a
consequence of the aforementioned factors, we may have difficulty accessing the financial markets at times, which could
make it more difficult or expensive for us to obtain liquidity in the future. There can be no assurance that we will be able
to secure additional financing required by us on adequate terms or at all. In the event that the adverse conditions develop
in the global credit markets and results in any significant financial disruption, whether in India or globally, such
conditions could have an adverse effect on our cost of funds, loan portfolio, business, future financial performance and
the trading price of the Equity Shares.

We are required to maintain certain minimum cash reserve and statutory liquidity ratios and increases in these
requirements could materially and adversely affect our business.

As a result of the statutory reserve requirements stipulated by the RBI, we may be more exposed structurally to interest
rate risk than banks in other countries. RBI regulations regarding the cash reserve ratio (or CRR) currently require us to
keep 4% of our net demand and time liabilities in a current account with the RBI. The RBI may increase the cash reserve
ratio requirement to a significantly higher proportion than at present as a monetary policy measure. We do not earn any
interest on our entire cash reserve. In addition, under RBI regulations regarding the statutory liquidity ratio (or SLR),
21.5% of our net demand and time liabilities must be invested in Government securities, state government securities and
other approved securities, which would earn lower levels of interest as compared to advances to customers or
investments made in other securities. Increases in cash reserve ratio and statutory liquidity ratio requirements would
reduce the amount of cash that we would use to lend and otherwise deploy in our business, which could materially and
adversely affect our business and financial results.

We have undertaken and may continue to undertake mergers or acquisitions in the future, which may pose
management and integration challenges and we may not achieve the synergies and other benefits we expect from such
transactions.

We consider inorganic growth opportunities from time to time to expand our customer base, acquire new service or
product offerings or enhance our technical capabilities. For example, we acquired the Indian operations of the credit
cards business of Deutsche Bank AG in June 2011. In April 2015, we entered into an agreement to acquire the diamond
and jewellery financing business (comprising a loan portfolio and a related deposit portfolio) of The Royal Bank of
Scotland N.V. in India, the completion of which is currently subject to regulatory approvals. There is no assurance that
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such proposed acquisition will be completed in the manner contemplated under such acquisition agreement, or at all. If
we succeed in consummating the proposed acquisition or any other merger or acquisition in the future, we may not be
able to integrate effectively the acquired business into our operations and may not obtain the expected profitability,
synergies or other benefits in the short or long term from such transactions. Any such transactions may also result in
high levels of indebtedness or contingent liabilities or a deterioration in our overall asset quality. There is a risk that the
information relied upon or assumed by us to acquire a business was inaccurate or incomplete and we may be subject to
unforeseen liabilities and obligations relating to our past acquisitions or mergers. Our senior management team’s
attention may also be diverted by any such transactions. Such factors could disrupt our existing business and increase
our expenses. Any of the above factors may have a material adverse effect on our business, results of operations and
financial condition.

Our business is highly dependent on our information technology systems, which require significant investment and
expenditure for regular maintenance, upgrades and improvements, and we also depend on third-party service
providers to which we have outsourced certain activities. Any failure on the part of our third-party service providers,
any breach of our information technology systems or any failure of such systems to perform as expected could
adversely affect our business, reputation and ability to service our customers.

Our information technology systems are a critical part of our business that help us manage, among other things, our risk
management, deposit servicing and loan origination functions, as well as our increasing portfolio of products and
services in our consumer banking, global markets and transactional banking business units. We have introduced services
for our customers that are reliant on information technology systems such as our Internet banking platform, our video
branch, our digital branch and our mobile phone banking services. There is no warranty under our information
technology licence agreements that the relevant software or system is free of interruptions, will meet our requirements or
be suitable for use in any particular condition. We have in the past faced instances of Internet banking outages. Any
inability to maintain the reliability and efficiency of our systems could adversely affect our reputation, and our ability to
attract and retain customers. Any technical failures associated with our 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 our ability to provide services to our customers on a timely
basis or at all, and may also result in costs for information retrieval and verification. Corruption of certain information
could also lead to errors when we provide services to our customers. In particular, the secure transmission of confidential
information is critical to our operations. Our networks and systems may be vulnerable to unauthorized access and other
security problems. We cannot assure you that our existing security measures will prevent unforeseeable security
breaches, including break-ins and viruses, or other disruptions such as those caused by defects in hardware or software
and errors or misconduct of operators. Persons who circumvent our security measures could use our customers’
confidential information wrongfully. Any material security breach or other disruptions could expose us to losses and
regulatory actions and could harm our reputation. We may need to regularly upgrade our information technology
systems, including our software, back-up systems and disaster recovery operations, at substantial cost so that we remain
competitive, which may adversely affect our profitability. In the last three fiscal years, we have implemented a core
banking solution, fraud monitoring and anti-money laundering systems and upgraded our risk management and treasury
systems, which may not yield the efficiencies or other benefits that we expect.

Our initiatives to achieve efficiencies through optimal use of technology, such as solar-powered ATMs, and our strategy
to outsource certain activities, including off-site ATMs, credit card processing operations and loan recovery for credit
cards and vehicle finance loans, may not be successful or may lead to increased costs, which could adversely affect our
results of operations and our brand. We generally have agreements with only one service provider for each outsourced
activity and our agreements with our outsourcing service providers are typically non-exclusive and not long-term and
may result in disruptions to our operations if such agreements are terminated or not renewed or replaced in a timely
manner. Any failure on the part of third-party vendors under agreements with us to provide products and services, or to
appropriately maintain such products and services under annual maintenance contracts, may adversely affect our
operations and reputation and brand. In the event of failure on the part of these third-party vendors, their liabilities
towards us usually do not exceed a certain percentage of the total fee paid by us and they will not be liable to us for any
loss of profits or revenue or any consequential or indirect loss, which in turn exposes us to higher risks in using these
software and systems. Our service providers are not obligated to maintain business confidentiality beyond the terms of
their contracts. In addition, we may be subject to liability as the result of any theft or misuse of personal information
stored on our systems or on the systems of our outsourcing service providers. Any of these outcomes could adversely
affect our business, our reputation and the quality of our customer service.

We face cyber threats, such as hacking, phishing and trojans, attempting to exploit our or our third-party service

providers’ network to disrupt services to customers and/or steal sensitive internal Bank data or customer information.
This may cause damage to our reputation and adversely impact our business and financial results.
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We offer internet banking and other services on an electronic platform to our customers. Our internet banking channel
includes multiple services such as electronic funds transfer, bill payment services, usage of credit cards on-line,
requesting account statements, and requesting cheque books. We also outsource certain activities to third parties such as
our prepaid foreign exchange cards. We are therefore directly and indirectly exposed to various cyber threats such as:
phishing and trojans (targeting our customers, wherein fraudsters send unsolicited mails to our customers seeking
account sensitive information or to infect customer machines to search and attempt exfiltration of account sensitive
information), hacking (wherein attackers seek to hack into our website with the primary intention of causing reputational
damage to us by disrupting services) and data theft (wherein cyber criminals may attempt to intrude into our network
with the intention of stealing our data or information). Attempted cyber threats fluctuate in frequency but are generally
not decreasing in frequency. In 2012, our third-party service provider reported a data security breach on their system that
affected two prepaid foreign exchange cards issued by us. There is also the risk of our customers incorrectly blaming us
and terminating their accounts with us for a cyber-incident which might have occurred on their own system or with that
of an unrelated third party. Any cyber security breach could also subject us to additional regulatory scrutiny and expose
us to civil litigation and related financial liability.

We may continue to incur substantial expenditure as a result of recent significant increases in hiring to support our
growth strategy. If we are unable to manage our employee levels effectively, our results of operations could be
adversely affected.

In the fiscal year ended March 31, 2015, our headcount increased by 22.65%, or 3,531 employees, over the prior fiscal
year ended March 31, 2014, mainly due to increased hiring to support our growth strategy. In the same period, our
payments to and provisions for employees, which include certain retirement benefits, increased by 21.15% from
38,092.95 million to ¥9,804.79 million. In addition, we granted employee stock options under the ESOP 2007 to
purchase 3.55 million Equity Shares at the market price prevailing at the time of grant of such options during the fiscal
year ended March 31, 2015 to existing and new employees as a component of incentive compensation and hiring
incentives. Our planned growth will require us to continue to significantly increase headcount at various levels and
implement or improve effective training programs. Such activities and investments in our employees will require
substantial management effort and attention. If we are unable to manage our employee levels effectively, our operating
expenses could increase disproportionately, which could adversely affect our profitability.

If our risk management policies and procedures do not adequately address unidentified or unanticipated risks, our
business could be adversely affected.

We have devoted significant resources to develop our risk management policies and procedures and aim to continue to
do so in the future. Despite this, our policies and procedures to identify, monitor and manage risks may not be fully
effective. Some of our methods of managing risk are based upon the use of observed historical market behavior. As a
result, these methods may not accurately predict future risk exposures which could be significantly greater than indicated
by historical measures. Management of operations, legal and regulatory risk requires, among other things, policies and
procedures to properly record and verify a large number of transactions and events, and these policies and procedures
may not be fully effective. As we seek to expand the scope of our operations, we also face the risk that we will be unable
to develop risk management policies and procedures that are properly designed for those new business areas or to
manage the risks associated with the growth of our existing businesses. Implementation and monitoring may prove
particularly challenging with respect to businesses that we plan on developing. Inability to develop and implement
effective risk management policies may adversely affect our business, prospects, financial condition and results of
operation.

Our success will also depend, in part, on our ability to respond to new technological advances and emerging banking,
capital market and other financial services industry standards and practices on a cost-effective and timely basis. The
development and implementation of such technology entails significant technical and business risks. There can be no
assurance that we will successfully implement new technologies or adapt our transaction processing systems to customer
requirements or improving market standards.

We are subject to business continuity risks. Any damages caused by materialization of such risks or other banking
business operational risks to which we are subject could adversely affect our profitability and results of operations.

We are subject to business continuity risks, including those arising as a result of any failure or disruption in our
information technology systems and our infrastructure, any failure or disruption in the infrastructure of financial markets
in India, any damage to our premises, any failure on the part of our third-party service providers to deliver relevant
services and any failure of our internal policies, plans or projects or modelling failures. We are also exposed to
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operational risk arising from high volumes of cash transactions and the inadequacy or failure of internal control processes
or systems or from fraud. We are susceptible to, and have experienced in the past, misspelling of our products and
services, fraud or misconduct by employees or outsiders, unauthorized transactions by employees and operational errors,
including clerical or record keeping errors. Employee or executive misconduct could also involve the improper use or
disclosure of confidential information, which could result in regulatory sanctions and reputational or financial harm,
including harm to our brand. Given our high volume of transactions, errors may be repeated or compounded before they
are discovered and rectified. In addition, certain banking processes are carried out manually, which may increase the risk
that human error, tampering or manipulation will result in losses that may be difficult to detect. Cash collections also
expose us to the risk of theft, fraud, misappropriation or unauthorized transactions by employees responsible for dealing
with such cash collections. These risks are further exaggerated by the levels of responsibility we delegate to our
employees and the geographically dispersed nature of our network. We currently do not have insurance for business
interruption. As a result, we may suffer monetary losses, which may not be adequately covered by our insurance policies
and may thereby adversely affect our profitability and results of operations. Such a result may also adversely affect our
reputation.

Our measures to prevent money laundering may not be completely effective.

Our implementation of anti-money laundering measures required by the RBI, including Know Your Customer policies
and the adoption of anti-money laundering and compliance procedures in all our branches, may not be effective. There
can be no assurance that attempts to launder money using us as a vehicle will not be made. If we were associated with
money laundering, our business and reputation may be adversely affected.

We may not be able to renew or maintain our statutory and regulatory permits and approvals required to operate our
business.

We have a licence from the RBI for all of our banking and other operations and are subject to supervision and regulation
by the RBI. We also have insurance licences issued by the IRDAI to act as agent to distribute the general insurance
products of Cholamandalam MS General Insurance Company Limited, the life insurance products of Aviva Life
Insurance Company India Limited and health insurance products of Religare Health Insurance Company Limited. In July
2012, the IRDAI held that we received payment above the permissible commission limits from Cholamandalam MS
General Insurance Company Limited as reimbursement for the use of our infrastructure and imposed a monetary penalty
of 1.5 million on us. In 2013, the IRDAI held that we received payment above the permissible commission limits from
Aviva Life Insurance Company India Limited as reimbursement for the use of our infrastructure and imposed a monetary
penalty of 0.5 million on us. Failure to obtain, renew or maintain any required approvals, permits or licences or comply
with applicable regulations may result in the interruption of all or some of our operations, imposition of penalties and
could materially and adversely affect our business, financial results and reputation.

During the course of periodic reviews, the RBI has indicated that we are less than fully compliant with certain RBI
requirements. Although we believe that such non-compliance is with respect to matters that are not material, there can be
no assurance that our business will not be affected in future by any RBI actions, including by the loss of a licence, or that
the RBI or any other regulator will issue any approvals in the time-frame required by us for our operations or at all. In
July 2014, the RBI imposed a monetary penalty of 1.0 million on us in connection with certain non-compliance related
to sharing of information with other lenders and obtaining certain certifications with respect to the loan advanced to one
borrower account.

Regulatory actions may also cause us to assess whether to cease offering certain products and services. For example,
following an Enforcement Directorate investigation into the activities of one of our referral agents in the foreign
exchange business, we discontinued the referral agent business in December 2014.

For further information on Indian banking regulations, see the section “Regulations and Policies”.

Our ability to pay dividends in the future will depend upon our future earnings, financial condition, cash flows,
working capital requirements, capital expenditures and restrictive covenants in our financing arrangements

Our future ability to pay dividends will depend on our earnings, financial condition and capital requirements. Dividends
distributed by us will attract dividend distribution tax at rates applicable from time to time. We cannot assure you that we
will generate sufficient income to cover our operating expenses and pay dividends to our shareholders, or at all. In
addition, dividends that we have paid in the past may not be reflective of the dividends that we may pay in a future
period. Our ability to pay dividends is also subject to the requirements prescribed by the RBI. We may be unable to pay
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dividends in the near or medium term, and our future dividend policy will depend on our capital requirements, financing
arrangements, results of operations and financial condition. See also the section “Dividend Policy.”

Any downgrade of our debt ratings or of India’s sovereign debt rating could adversely affect our business.

Our debt is currently rated investment-grade by ICRA, India Ratings & Research (the Indian subsidiary of Fitch) and
CARE as follows: ICRA has rated us ICRA AA+ and ICRA AA for our Lower Tier Il subordinate debt and Upper Tier Il
subordinate debt, respectively, India Ratings & Research has rated us Ind Al+, Ind AA+, Ind AA and Ind AA+ for our
short-term debt instruments, Lower Tier Il subordinate debt, Upper Tier Il bonds and senior unsecured long-term
infrastructure bonds, respectively, and CARE has rated us CARE AA++ for our Lower Tier Il subordinate debt. In
addition, CRISIL (a subsidiary of S&P) has rated us CRISIL A1+ for our certificates of deposit. Any downgrade in our
credit ratings may increase interest rates for refinancing our outstanding debt, which would increase our financing costs,
and adversely affect our future issuances of debt and our ability to raise new capital on a competitive basis, which may
adversely affect our profitability and future growth.

In addition, any adverse revisions to India’s credit ratings for domestic and international debt by international rating
agencies may adversely impact our ability to raise additional financing and the interest rates and other commercial terms
at which such financing is available. This could have an adverse effect on our business and future financial performance
and our ability to fund our growth.

We are involved in certain legal proceedings.

We are contesting certain legal proceedings in various courts, including certain criminal cases that have been filed
against us and our officers, including our Managing Director & Chief Executive Officer and certain members of our
current and former boards of directors in their official capacities, in respect of actions taken by us and/or our officers
during the ordinary course of our business. Any adverse decision in any of these cases may adversely affect our business,
financial condition and reputation.

We are also involved in disputes with respect to tax assessments for various years, for which provisions have not been
made in our financial statements. If any such dispute results in an adverse determination, we will be required to provide
for the resulting liability as a charge in our income statement, which may adversely affect our profitability.

For further information, see the section “Legal Proceedings”.

If more stringent labour laws become applicable to us or if our employees unionize, our profitability may be adversely
affected.

India has stringent labour legislation that protects employee interests, including legislation that sets forth detailed
procedures for dispute resolution and employee removal and imposes financial obligations on employers upon
retrenchment. If these labour laws become applicable to our employees or if our employees unionize, it may become
difficult for us to maintain flexible human resource policies and attract and employ the numbers of sufficiently qualified
candidates that we need or discharge employees and we may be required to raise wage levels or grant other benefits that
could result in a significant increase in our operating expenses, in which case our profitability may be adversely affected.

The development of a well-entrenched nationwide inter-bank settlement system would adversely impact our cash float
and decrease fees we receive in connection with cheque collection.

Currently, there is no well entrenched nationwide payment system in India, and cheques must generally be returned to
the city from which they were written in order to be cleared. Because of mail delivery delays and the variation in city-
based inter-bank clearing practices, cheque collections can be slow and unpredictable. Through our electronically linked
branch network, correspondent bank arrangements and centralized processing, we effectively provide a nationwide
collection and disbursement system for our corporate customers. We enjoy cash float and earn fees from these services.
If any nationwide payment systems are further developed, this could have an adverse effect on the cash float and fees that
we have traditionally received from the services we provide, which could adversely affect our business and results of
operations.

Most of our offices are located on leased premises and non-renewal of the existing lease agreements or their renewal
on terms unfavorable to us could adversely affect our business and results of operations.
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Most of our branches, ATMs and marketing outlets are located on premises leased from third parties. If we are unable to
renew the relevant lease agreements, or if such agreements are renewed on terms and conditions unfavorable to us, we
may be required to relocate operations to a new location. This may cause a disruption in our operations or result in
increased costs, or both, which may adversely affect our business and results of operations.

Some of our corporate records relating to certain filings made with the Registrar of Companies for the period between
1994 and 2007 are not traceable.

We are unable to locate certain corporate records which include copies of certain filings made by us with the Registrar of
Companies. These filings include certain filings made with the Registrar of Companies in relation to certain allotments of
Equity Shares between 1994 and 2007. While we believe that these forms were duly filed with the Registrar of
Companies, we have been unable to obtain copies of these documents, including from the Registrar of Companies. We
can provide no assurance that all such filings were made or that these filings will be available in the future or that we will
not be subject to any penalty imposed by the competent regulatory authority in connection with these filing requirements.

Risk Factors Related to Banks and Other Financial Institutions in India Generally

Indian banking regulation is extensive, and changes in such regulation or other regulation affecting any of the
businesses could materially affect our business and financial results.

The banking and financial sector in India is highly regulated and extensively supervised, including by the RBI. Our
business could be directly affected by any changes in laws, regulations and policies for banks, including if we are
compelled to increase lending to certain sectors or increase our reserves. Such changes may also affect our scope in
specific businesses or foreign investment limits in the banking industry. Any such changes may require us to modify our
business, which may adversely affect our financial results. For example, within the purview of RBI and IRDAI
guidelines, we disclose certain information in respect of our customers to Aviva Life Insurance Company India Limited
in order for it to market its life insurance products to our customers. Changes to these guidelines may prohibit or restrict
our disclosure of such information, and hence limit our ability to market insurance products. RBI guidelines and
provisions of the Banking Regulation Act also restrict our ability to pay dividends. The RBI also requires banks to
maintain certain cash reserve and statutory liquidity ratios, and increases in such requirements could affect our ability to
expand credit. Any RBI requirements specifying changes in risk weighting and capital adequacy may adversely affect
our financial condition. In addition, any action by any regulator to curb inflows into India could negatively affect our
business. The RBI also requires that every bank extend a minimum aggregate of 40% of our ANBC or credit equivalent
amount of off-balance sheet exposure, whichever is higher, to certain eligible “priority” sectors, such as agriculture,
micro, small and medium enterprises, export credit, education, social infrastructure, renewable energy and housing
finance, and also places restrictions on building overseas asset portfolios. The RBI also specifies sub-allocation
requirements, including a minimum 18% of the ANBC to the agriculture sector (8% to small and marginal farmers in a
phased manner), 7.5% of the ANBC to micro enterprises in a phased manner (7% by March 2017 and 7.5% by March
2017) and 10% of the ANBC to weaker sections. RBI regulations specify that priority sector requirements should be met
on the basis of credit equivalent of off-balance sheet exposure rather than ANBC if such off-balance sheet exposure by a
bank is higher than its ANBC. In the case of any shortfall by us in meeting lending requirements, we are required to
place the difference between the required lending level and our actual priority sector lending in an account with the
National Bank for Agriculture and Rural Development under the Rural Infrastructure Development Fund Scheme, or
funds with other financial institutions specified by the RBI, from which we earn lower levels of interest as compared to
loans made to the priority sector. In May 2014, the RBI clarified that outstanding deposits placed with such funds (from
prior years) would be included in calculating priority sector advances.

In November 2012, the RBI issued guidelines on liquidity risk management in accordance with the Basel Committee on
Banking Supervision document on Principles for Sound Liquidity Risk Management and Supervision. These guidelines
prescribe certain stringent ratios to measure liquidity risk and are designed to measure, inter alia, the extent to which
volatile money supports the bank’s basic earning assets, the extent to which assets are funded through a stable deposit
base, the degree of illiquidity embedded in the balance sheet and the extent of available liquid assets. Banks are also
required to adhere to certain prescribed limits to reduce the extent of concentration of their liabilities. In June 2014, the
RBI issued guidelines in relation to liquidity coverage ratio (“LCR™), liquidity risk monitoring tools and LCR disclosure
standards pursuant to the publication of the “Basel IlI: The Liquidity Coverage Ratio and liquidity risk monitoring tools”
in January 2013 and the “Liquidity Coverage Ratio Disclosure Standards” in January 2014 by the Basel Committee on
Banking Supervision. The LCR is intended to ensure short-term resilience of banks to potential liquidity disruptions by
ensuring that they have sufficient high quality liquid assets (“HQLAS”) to survive an acute stress scenario lasting for 30
days. The LCR is defined under the guidelines as the stock of HQLAs, divided by the net cash outflows over the next 30
calendar days. Pursuant to the guidelines, banks are required to maintain an LCR of 60%, 70%, 80%, 90% and 100%
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with effect from January 1, 2015, January 1, 2016, January 1, 2017, January 1, 2018 and January 1, 2019, respectively.
Such requirement to maintain HQLA has adversely impacted our profitability and any increase in the requirement will
further adversely impact the profitability. Compliance with such liquidity risk management guidelines may result in the
incurrence of substantial compliance and monitoring costs and restrict our growth or the viability of certain businesses
and there can be no assurance that we will be able to comply with such requirements.

Our business may also be adversely affected by changes in other laws, governmental policies, enforcement decisions,
income tax laws, foreign investment rules and accounting principles. For example, the IRDAI has stipulated limits on
fees and charges associated with ULIPs, other linked and non-linked insurance policies which could affect intermediaries
facilitating sales of such products to customers, including banks providing bancassurance services. In addition, the SEBI
has prohibited entry loads and any additional management fees for mutual funds schemes and limited the amount that
asset management companies can pay distributors of mutual funds. Due to political backlash and changes in law,
microfinance lending and recovery of loans in the state of Andhra Pradesh were been severely constrained after 2010.
There can be no assurance that similar developments do not occur nationwide or in other regions, including where our
microfinance operations are located.

See the section “Regulations and Policies”.

You will not be able to acquire or transfer Equity Shares if such acquisition or transfer would result in an individual
or group holding 5% or more of our share capital without prior written acknowledgement by the RBI.

Pursuant to the Guidelines for Acknowledgement of Transfer/Allotment of Shares in Private Sector Banks dated
February 3, 2004 (the “Acknowledgement Guidelines™), any acquisition or transfer of shares in a private sector bank,
directly or indirectly, beneficial or otherwise, which will take the aggregate holding of an individual or a group to 5% or
more of the paid-up capital of the private bank requires the prior written acknowledgement of the RBI. Shareholders in a
private bank require the prior permission of the RBI in order to acquire shares. The term “holding” refers to both direct
and indirect holdings, beneficial or otherwise and is computed with reference to the holding of the applicant, relatives
(where the applicant is a natural person) and associated enterprises. “Relative” has the meaning under Section 6 of the
Companies Act, 1956, and “associated enterprises” has the meaning under Section 92A of the Income Tax Act. In
considering whether the RBI will grant an acknowledgement to any application for an acquisition or transfer resulting in
a holding of 5% or more of the paid-up capital of a private bank, the RBI examines whether the proposed acquirer and all
entities connected with the acquirer meet certain fitness and propriety tests. The RBI will apply additional criteria if the
acquisition or transfer will take the aggregate shareholding of the applicant or proposed acquirer to 10% or more or 30%
or more of the paid-up capital of the private bank. The RBI may require the applicant or proposed acquirer to seek
further RBI approval for subsequent acquisitions at any higher threshold specified by the RBI.

We face greater credit risks and have more limited access to credit and other financial information on borrowers than
banks in other economies, which may decrease the accuracy of our assessments of credit risks and thereby increase
the likelihood of borrower defaults.

Our principal activity is providing financing to borrowers, almost all of whom are based in India. The credit risk of our
borrowers, including small and middle market companies, may be higher than in other economies due to the higher
uncertainty in our regulatory, political and economic environment and the inability of our borrowers to adapt to global
technological advances. Our corporate borrowers may suffer from low profitability because of increased competition as
a result of economic liberalization policies, a sharp decline in commodity prices, a high debt burden and high interest
rates in the Indian economy and other factors.

In addition, India’s system for gathering and publishing statistical information relating to the Indian economy generally
or specific economic sectors within it or corporate or financial information relating to companies or other economic
enterprises is not as comprehensive as those of several countries with established market economies. The absence of
such reliable and comprehensive statistical, corporate and financial information, including audited financial statements
and recognized debt rating reports, relating to our present and prospective corporate borrowers or other customers makes
the assessment of credit risk, including the valuation of collateral, more difficult. Nationwide credit bureaus have
become operational in India only recently, and it may be some time before comprehensive credit information as to the
credit history of our borrowers, especially individuals and small businesses, is available to us. The difficulties associated
with the inability to accurately assess the value of collateral and to enforce rights in respect of collateral, along with the
absence of such accurate statistical, corporate and financial information, may decrease the accuracy of our assessments of
credit risk, thereby increasing the likelihood of borrower default on our loan and decreasing the likelihood that we would
be able to enforce any security in respect of such a loan or that the relevant collateral will have a value commensurate to
such a loan. Moreover, the availability of accurate and comprehensive credit information on retail customers and small

56



businesses in India is more limited than for larger corporate customers, which reduces our ability to accurately assess the
credit risk associated with such lending.

We rely on accuracy and completeness of information about customers and counterparties while carrying out transactions
with them or on their behalf. We may also rely on representations as to the accuracy and completeness of such
information. For example, we may rely on reports of independent auditors with respect to financial statements, and
decide to extend credit based on the assumption that the customer’s audited financial statements conform to generally
accepted accounting principles and present fairly, in all material respects, the financial condition, results of operations
and cash flows of the customer. Our financial condition and results of operations could be negatively impacted by such
reliance on information that is inaccurate or materially misleading. This may affect the quality of information available to
us about the credit history of our borrowers, especially individuals and small businesses. As a consequence, our ability to
effectively manage our credit risk may be adversely affected

Such difficulties in assessing credit risks associated with our day-to-day lending operations and risks associated with the
business environment in India may lead to an increase in the level of our non-performing and restructured assets, which
could materially and adversely affect our business, financial results, shareholders’ equity and the price of the Equity
Shares.

Risk Factors Related to Investments in Indian Companies
The growth rate of India’s banking industry may not be sustainable.

We expect the banking industry in India to continue to grow as a result of anticipated growth in India’s economy,
increases in household income, further social welfare reforms and demographic changes. However, it is not clear how
certain trends and events, such as the pace of India’s economic growth, the development of domestic capital and
insurance markets and the ongoing reform will affect India’s banking industry. In addition, there can be no assurance that
the banking industry in India is free from systemic risks. Consequently, there can be no assurance that the growth and
development of India’s banking industry will be sustainable.

A significant change in economic liberalization and deregulation policies in India could disrupt our business.

Substantially all of our assets and customers are located in India. The Government of India has traditionally exercised
and continues to exercise a dominant influence over many aspects of the economy. Its economic policies have had and
could continue to have a significant effect on the banking and financial sector, including on us, and on market conditions
and prices of Indian securities, including securities issued by us. Any significant shift in the Government’s economic
liberalization policies could adversely affect business and economic conditions in India and could also adversely affect
our business and financial results and the trading price of the Equity Shares.

Terrorist attacks and other acts of violence in India could adversely affect our operations.

Terrorist attacks, such as the attacks in November 2008 in the city of Mumbai, where our corporate office is located, and
other acts of violence or war may adversely affect worldwide financial markets and could potentially lead to economic
recession, which could adversely affect our business and financial results. These events also pose significant risks to our
employees and operations. Southern Asia has, from time to time, experienced instances of civil unrest and political
tensions and hostilities among neighbouring countries. Political tensions could create a perception that there is a risk of
disruption of operations, which could have an adverse effect on the market for our services. We generally do not have
insurance for monetary losses and interruptions caused by terrorist attacks, military conflicts and wars. Additionally, any
of these events could lower confidence in India’s economy and create a perception that investments in companies with
Indian operations involve a high degree of risk, which could have a material adverse effect on the price of our Equity
Shares.

Natural disasters and other disruptions could adversely affect the Indian economy and could cause our business and
operations to suffer and the trading price of our Equity Shares to decrease.

Our operations, including our branch network, may be damaged or disrupted as a result of natural disasters such as
earthquakes, floods, heavy rainfall, epidemics, tsunamis and cyclones and other events such as protests, riots and labour
unrest. Such events may lead to the disruption of information systems and telecommunication services for sustained
periods. They also may make it difficult or impossible for employees to reach our business locations. In June 2013,
there was a fire at our back office in Andheri which resulted in the loss of lives of four of our employees. Damage or
destruction that interrupts our provision of services or affects could adversely affect our reputation, our relationships with
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our customers, our senior management team's ability to administer and supervise our business or it may cause us to incur
substantial additional expenditure to repair or replace damaged equipment or rebuild parts of our branch network. We
may also be liable to our customers for disruption in services resulting from such damage or destruction. Our banker’s
indemnity insurance coverage for such liability may not be sufficient. Any of the above factors may adversely affect our
business and financial results, the quality of our customer service and the price of our Equity Shares.

Investors in our Equity Shares may not be able to enforce a judgment of a foreign court against us, our directors or
our executive officers.

All our directors and executive officers and some of the experts named herein are residents of India and substantially all
of our assets and the assets of our directors and executive persons are located in India. As a result, it may be difficult for
investors to:

o effect service of process upon us, our directors, our executive officers or such experts in countries outside India,
including the United States, or

e enforce, in Indian courts, jJudgments obtained in foreign courts, against us or such persons or entities.
For more information on the enforcement of civil liabilities in India, see “Enforcement of Civil Liabilities”.

Significant differences exist between Indian GAAP and accounting principles generally accepted in certain other
countries, including U.S. GAAP and IFRS, which may be material to investors’ assessments of our historical
financial results and future financial results upon adoption of any such accounting principles other than Indian
GAAP.

We have prepared our financial statements and other financial information contained in this Placement Document in
accordance with Indian GAAP. Indian GAAP differs in certain respects from accounting principles generally accepted in
certain other countries, including, IFRS and U.S. GAAP. Investors should review the accounting policies applied in the
preparation of our financial statements and consult their professional advisors for an understanding of the differences
between Indian GAAP, IFRS and U.S. GAAP and how they might affect the financial information contained in this
Placement Document. The principal accounting policies applied in the preparation of our financial statements are set
forth in the section “Financial Statements”. We have not presented a reconciliation of our financial statements to IFRS
or U.S. GAAP in this Placement Document. Accordingly, the extent to which such financial statements will provide
meaningful information to you is dependent on your level of familiarity with Indian GAAP and RBI guidelines. Had our
financial statements and the other financial information contained in this Placement Document been prepared in
accordance with U.S. GAAP or IFRS, our financial results may have been materially different. Furthermore, we have
made no attempt to quantify or identify the impact of the differences between Indian GAAP and IFRS or to quantify the
impact of the difference between Indian GAAP and U.S. GAAP as applied to our financial statements, and neither Indian
GAAP nor the RBI guidelines require such quantification or identification. Any such differences could be material in the
context of the financial statements and other financial information contained in this Placement Document.

Public companies in India, including us, may be required to prepare financial statements under IFRS or a variation
thereof, IND-AS. The transition to IND-AS in India is still unclear and we may be adversely affected by this
transition.

Certain public companies in India are currently required to prepare financial statements under Indian Accounting
Standard 101 “First Time Adoption of Indian Accounting Standards (“Ind-AS”). On January 2, 2015, the Ministry of
Corporate Affairs, Government of India, announced through a press release the revised roadmap for implementation of
Ind-AS for companies other than banking companies, insurance companies and non-banking finance companies. We
may be required to begin preparing financial statements in accordance with Ind-AS in the future once regulatory
authorities notify us that the implementation of Ind-AS will be mandatory for banking institutions. We have not
determined with any degree of certainty the impact such adoption will have on our financial reporting. If Ind-AS
becomes applicable to our Bank, then in our transition to Ind-AS reporting, we may encounter difficulties in the ongoing
process of implementing and enhancing its management information systems. Moreover, there is increasing competition
for the small number of IFRS-experienced accounting personnel available as more Indian companies begin to prepare
Ind-AS financial statements. Further, there is no significant body of established practice on which to draw in forming
judgments regarding the new system’s implementation and application. There can be no assurance that our adoption of
Ind-AS in the future will not adversely affect our reported results of operations or financial condition and any failure to
successfully adopt Ind-AS could adversely affect our business, financial condition and results of operations.

58



Our business and activities are regulated by the Competition Act, 2002.

The Competition Act, 2002, as amended (the “Competition Act”) seeks to prevent practices that could have an
appreciable adverse effect on competition. Under the Competition Act, any arrangement, understanding or action
between enterprises, whether or not formal or informal, which causes or is likely to cause an appreciable adverse effect
on competition is void and attracts substantial penalties. Any agreement between, or practice or decision in relation to,
enterprises or persons engaged in identical or similar trade of goods or provision of services which directly or indirectly
determines purchase or sale prices, limits or controls production, or shares markets by way of geographical area or
market or number of customers in the market is presumed to have an appreciable adverse effect on competition.
Provisions of the Competition Act relating to acquisitions, mergers or amalgamations of enterprises that meet certain
asset or turnover thresholds and regulations issued by the Competition Commission of India with respect to notification
requirements for such combinations became effective in June 2011. Further acquisitions, mergers or amalgamations by
us may require the prior approval of the Competition Commission of India, which may not be obtained in a
timely manner or at all.

The applicability or interpretation of the Competition Act to any merger, amalgamation or acquisition proposed or
undertaken by the Bank, or any enforcement proceedings initiated by Competition Commission of India for alleged
violation of provisions of the Competition Act may adversely affect our business, financial condition or results of
operation. We cannot assure you that we will be able to obtain approval for any proposed or future transaction on
satisfactory terms, or at all. If the Bank is affected directly or indirectly by the application or interpretation of any
provision of the Competition Act or any proceedings initiated by the Competition Commission of India or any other
relevant authority under the Competition Act or any other claim by any other party under the Competition Act or any
adverse publicity that may be generated due to scrutiny or prosecution under the Competition Act, including by way of
financial penalties, our business and reputation may be materially and adversely affected.

The Companies Act, 2013 has effected significant changes to the existing Indian company law framework, which may
subject us to higher compliance requirements and increase our compliance costs.

A majority of the provisions and rules under the Companies Act, 2013 have been notified and have come into effect from
the date of their respective notification, resulting in the corresponding provisions of the Companies Act, 1956 ceasing to
have effect. The Companies Act, 2013 has brought into effect significant changes to the Indian company law framework,
such as in the provisions related to issue of capital (including provisions in relation to issue of securities on a private
placement basis), disclosures in an offer document, corporate governance norms, accounting policies and audit matters,
board of directors and shareholders resolutions for certain related party transactions, introduction of a provision allowing
the initiation of class action suits in India against companies by shareholders or depositors, insider trading and
restrictions on directors and key managerial personnel from engaging in forward dealing. Subject to meeting certain
specified net worth criteria, we may also need to spend, in each financial year, at least 2% of our average net profits
during the three immediately preceding financial years towards corporate social responsibility activities or provide an
explanation for not spending such amount. While we already spend a portion of our profits on corporate social
responsibility activities, we may be required to increase our spending to comply with the requirements stipulated under
the Companies Act 2013. Further, the Companies Act 2013 imposes greater monetary and other liability on the Bank,
directors and officers in default, for any non-compliance with the requirements. To ensure compliance with the
requirements of the Companies Act 2013, we may need to allocate additional resources, which may increase our
regulatory compliance costs and divert management attention.

The Companies Act, 2013 has introduced certain additional requirements which do not have corresponding provisions
under the Companies Act, 1956. Accordingly, we may face challenges in interpreting and complying with such
requirements due to limited jurisprudence in respect of the relevant provisions. In the event our interpretation of such
provisions of the Companies Act, 2013 differs from, or contradicts, any judicial pronouncements or clarifications issued
by the Government in the future, we may face regulatory actions or we may be required to undertake remedial steps.
Additionally, some of the provisions of the Companies Act, 2013 overlap with other existing laws and regulations (such
as the corporate governance norms and insider trading regulations issued by the SEBI). The SEBI has also issued revised
corporate governance guidelines which have been effective from October 1, 2014. We may face difficulties in complying
with any such overlapping requirements. Further, we cannot currently determine the impact of provisions of the
Companies Act, 2013 which are yet to come in force. Any increase in our compliance requirements or in our compliance
costs may have an adverse effect on our business, results of operations, cash flows and financial condition.
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Risk Factors Related to the Equity Shares

If we are classified as a passive foreign investment company (“PFIC”) for U.S. Federal income tax purposes, U.S.
investors may incur adverse tax consequences.

Under U.S. Federal income tax laws, U.S. investors are subject to special tax rules if they invest in passive foreign
investment companies, or PFICs. While the Bank does not believe that it is, or will become in the foreseeable future, a
PFIC, since the applicable PFIC rules are complex, and, to a certain extent, unclear, there is a risk that we are or may
become a PFIC in the future. If we are or become a PFIC, U.S. investors generally will not be subject to the regular U.S.
Federal income tax rules applicable to dividends and capital gains, but will be subject to complex PFIC rules that could
result in additional taxation upon certain distributions by us and/or upon a sale or disposition of Equity Shares.

A further discussion of the PFIC rules can be found under the heading “Taxation—Material United States Federal Income
Tax Considerations—Passive Foreign Investment Company Considerations” in this Placement Document.

We or other intermediaries may be required to withhold U.S. tax on payments made on our Equity Shares to certain
non-U.S. financial institutions after December 31, 2016.

Sections 1471 through 1474 of the Code (provisions commonly known as the “Foreign Account Tax Compliance Act,”
or “FATCA”) impose certain reporting and due diligence requirements on foreign financial institutions and potentially
require such foreign financial institutions to deduct a 30% withholding tax from (i) certain payments from sources within
the United States, and (ii) “foreign passthru payments” (which is not yet defined in current guidance) made after
December 31, 2016, to certain non-U.S. financial institutions that do not comply with such reporting and due diligence
requirements or certain other payees that do not provide required information. The United States has entered into a
number of intergovernmental agreements with other jurisdictions with respect to FATCA (“IGAs”) which may modify
the operation of such withholding. The Bank as well as relevant intermediaries such as custodians and depository
participants are classified as financial institutions for these purposes. Given that India has reached an “agreement in
substance” with the United States on FATCA and is expected to sign a Model 1 IGA with the United States for giving
effect to FATCA, Indian financial institutions such as the Bank are also being instructed to become fully FATCA
compliant, based on the terms of its IGA and relevant rules.

Under current guidance it is not clear whether or to what extent payments on Equity Shares will be considered “foreign
passthru payments” subject to FATCA withholding or the extent to which withholding on “foreign passthru payments”
will be required under the applicable IGA. Investors should consult their own tax advisors on how the FATCA rules may
apply to payments they receive in respect of the Equity Shares.

Should any withholding tax in respect of FATCA be deducted or withheld from any payments arising to any investor,
neither the Bank nor any other person will pay additional amounts as a result of the deduction or withholding.

Holders of Equity Shares could be restricted in their ability to exercise pre-emptive rights under Indian law and could
thereby suffer future dilution of their ownership position.

Under the Companies Act, a company incorporated in India must offer holders of its equity shares pre-emptive 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 the pre-emptive rights have been waived by the adoption of a special resolution
by holders of three-fourths of the equity shares who have voted on such resolution. However, if the law of the
jurisdiction that you are in does not permit the exercise of such pre-emptive rights without us filing an offering document
or registration statement with the applicable authority in such jurisdiction, you will be unable to exercise such pre-
emptive rights unless we make such a filing. We may elect not to file a registration statement in relation to pre-emptive
rights otherwise available by Indian law to you. To the extent that you are unable to exercise pre-emptive rights granted
in respect of the Equity Shares, you may suffer future dilution of your ownership position and your proportional interests
in us would be reduced.

There may be less information available about entities listed on Indian stock exchanges than entities listed on stock
markets in other countries.

The Equity Shares will be publicly listed on the Stock Exchanges and will not be listed on any stock exchange in any
other country other than India. While the SEBI has issued regulations on disclosure requirements, insider trading and
other matters, there may be less publicly available information about Indian entities than is regularly made available by
public entities in many other countries. As a result, you may have access to less information about our business, result of
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operations and financial condition, and those of our competitors listed on Indian stock exchanges, on an ongoing basis,
than entities subject to the reporting requirements of other countries.

Conditions in Indian stock exchanges may affect the price or liquidity of our Equity Shares

Indian stock exchanges have in the past experienced substantial fluctuations in the prices of listed securities and other
problems that have affected the market price and liquidity of the securities of Indian entities. These problems have
included temporary closure of the Stock Exchanges to manage extreme market volatility, broker defaults, settlement
delays and strikes by brokers. In addition, the governing bodies of the Indian stock exchanges have from time to time
restricted securities from trading, limited price movements and imposed margin requirements. If similar problems occur
in the future, the market price and liquidity of our Equity Shares could be adversely affected. For more information on
the securities market in India, see the section “Indian Securities Market”.

Economic developments and volatility in securities markets in other countries may cause the price of our Equity
Shares to decline.

The Issue Price may not necessarily be indicative of the market price of the Equity Shares after this Issue is complete.
The price of Equity Shares on the NSE and the BSE may fluctuate after this Issue as a result of several factors, including:

o volatility in the Indian and the global securities market or in the rupee’s value relative to the U.S;
o our profitability and performance;
e  perceptions about our future performance or the performance of Indian companies in general;

o performance of our competitors and the perception in the market about investments in the banking and finance
sector;

e adverse media reports about us or the Indian banking and finance sector;

e acomparatively less active or illiquid market for equity shares;

o changes in the estimates of our performance or recommendations by financial analysts;

o significant developments in India’s economic liberalization and deregulation policies;

o significant developments in India’s fiscal regulations; and

e any other political or economic factors.
There can be no assurance that an active trading market for the equity shares will be sustained after this Issue, or that the
price at which Equity Shares have historically traded will correspond to the price at which the Equity Shares are offered
in this Issue or the price at which Equity Shares will trade in the market subsequent to this Issue.
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, the
Euro, the Emirati Dirham, the Hong Kong Dollar, the Singapore Dollar and the Japanese Yen, has changed substantially
in recent years and may fluctuate substantially in the future. If you purchase Rupees to purchase our Equity Shares,
fluctuations in the exchange rate between the Rupee and the foreign currency with which you purchased the Rupees may
affect the value of your investment in our Equity Shares, including, specifically, such foreign currency equivalent of:

e the Rupee trading price of our Equity Shares in India;

o the proceeds that you would receive upon the sale in India of any of our Equity Shares; and

e cash dividends, if any, on our Equity Shares, which will be paid only in Rupees.
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For information on certain historical exchange rates between the Rupee and the U.S. Dollar, see the section “Certain
Conventions, Presentation of Financial, Industry and Market Data, Currency of Presentation and Exchange Rates —
Exchange Rates”.

Future issuances or sales of the Equity Shares could significantly affect the trading price of the Equity Shares.

The future issuance of Equity Shares by us, including pursuant to the ESOP 2007, the proposed preferential allotment to
our Promoters (which is subject to approval by our shareholders), or the disposal of Equity Shares by any of our major
shareholders, including by our Promoters in order to comply with the RBI’s directions to reduce their shareholding, or
otherwise or the perception that such issuance or sales may occur significantly affect the trading price of the Equity
Shares. In addition such issuances could dilute your shareholding. Except for the restrictions described in “Placement”,
“Description of the Shares” and “Regulations and Policies”, there is no restriction on our ability to issue Equity Shares or
the ability of any of our shareholders to dispose of, pledge or otherwise encumber their Equity Shares, and there can be
no assurance that we will not issue Equity Shares or that our shareholders will not dispose of, pledge or otherwise
encumber their Equity Shares. For further information with respect to the ESOP 2007, see the section “Board of
Directors and Management”.

An investor will not be able to sell any of our Equity Shares purchased in the Issue other than on a recognized Indian
stock exchange for a period of one year from the date of issue of such Equity Shares.

Pursuant to the ICDR Regulations, for a period of one year from the date of the issue of our Equity Shares in the Issue,
investors purchasing our Equity Shares in the Issue may only sell their shares on the NSE or the BSE and may not enter
into any off-market trading in respect of their Equity Shares. We cannot assure that these restrictions will not have an
impact on the market price of any Equity Shares purchased by you.

Investors may be subject to Indian taxes arising out of capital gains on the sale of our Equity Shares.

Capital gains arising from the sale of our Equity Shares are generally taxable in India. Any gain realized on the sale of
our Equity Shares on a stock exchange held for more than 12 months will not be subject to capital gains tax in India if the
securities transaction tax, or STT, has been paid on the transaction. The STT will be levied on and collected by an Indian
stock exchange on which our Equity Shares are sold. Any gain realized on the sale of our Equity Shares held for more
than 12 months to an Indian resident, which are sold other than on a recognized stock exchange and as a result of which
no STT has been paid, will be subject to capital gains tax in India. Further, any gain realized on the sale of our Equity
Shares held for a period of 12 months or less will be subject to capital gains tax in India. Capital gains arising from the
sale of our Equity Shares will be exempt from taxation in India in cases where an exemption is provided under a treaty
between India and the country of which the seller is a resident. Generally, Indian tax treaties do not limit India’s ability
to impose tax on capital gains. As a result, residents of other countries may be liable for tax in India as well as in their
own jurisdictions on gains arising from a sale of Equity Shares. For more information, see the section “Taxation”.

Certain approvals required for the listing of the Equity Shares to be issued pursuant to the Issue may not be obtained
in a timely manner or at all, in which event you may not be able to obtain ownership over any Equity Shares allotted
to you.

In accordance with applicable Indian laws and regulations and the requirements of the Stock Exchanges, in principle and
final approvals for the listing and trading of the Equity Shares to be issued pursuant to the Issue will not be applied for by
us or granted by the Stock Exchanges until after such Equity Shares have been issued and allotted by us on the Closing
Date. If there is a failure or a delay in obtaining such approvals, we may not be able to credit Equity Shares allotted to
you to your Depository Participant account or assure ownership of such Equity Shares by you in any manner promptly
after the Closing Date or at all. In any such event, your ownership over Equity Shares allotted to you and your ability to
dispose of any such Equity Shares may be restricted. For further information on issue procedure, see the section “Issue
Procedure”.

SEBI operates an index-based market-wide circuit breaker. Any operation of a circuit breaker 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.

We are subject to an index-based market-wide circuit breaker generally imposed by the SEBI on Indian stock exchanges.
This may be triggered by an extremely high degree of volatility in the market activity, among other things. As such,
there can be no assurance that shareholders will be able to sell Equity Shares at their preferred price or at all at any
particular point in time. For further details, please see the section entitled “Indian Securities Market”.
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MARKET PRICE INFORMATION

The Equity Shares are listed and traded on the BSE and the NSE. The stock market data presented below is given for the
BSE and the NSE separately.

0 The following tables set forth the reported high and low closing prices of the Equity Shares and the total trading
volume on the BSE and the NSE during the fiscal years ended March 31, 2013, March 31, 2014 and March 31,
2015:
BSE
Year Volume on date of Volume on date of Average price
ending high (Number of low (Number of for the year
March 31 High @) Date of High Equity Shares) Low ) Date of Low Equity Shares) ®
2013 442.75 19-02-2013 67,755 295.35 04-06-2012 30,007 365.22
2014 529.20 27-05-2013 223,404 338.05 20-08-2013 415,017 431.80
2015 943.95 02-03-2015 205,932 476.80 02-05-2014 84,843 673.55
Source: www.bseindia.com
NSE
Year Volume on date of Volume on date of Average price
ending high (Number of low (Number of for the year
March 31 High @) Date of High Equity Shares) Low ) Date of Low Equity Shares) R
2013 442.70 19-02-2013 447,005 295.55 04-06-2012 536,738 365.33
2014 529.35 27-05-2013 2,357,861 337.30 20-08-2013 5,187,529 431.86
2015 944.50 02-03-2015 1,263,167 476.55 02-05-2014 1,233,076 673.80

Source: www.nseindia.com

(i) The following tables set forth the reported high and low closing prices of the Equity Shares and the total trading
volume on the BSE and the NSE during the last six months:

BSE

Volume on date

Volume on date of  Average price

of high (Number low (Number of for the month
Month, Year High ) Date of High of Equity Shares) Low }) Date of Low Equity Shares) (9}
December 2014 802.55 31-12-2014 72,105 759.95 17-12-2014 64,691 778.85
January 2015 876.40 29-01-2015 58,425 792.65 07-01-2015 54,221 831.39
February 2015 915.95 28-02-2015 182,863 825.30 09-02-2015 51,122 862.59
March 2015 943.95 02-03-2015 205,932 862.30 26-03-2015 74,883 892.83
April 2015 948.35 13-04-2015 64,021 820.25 27-04-2015 99,247 882.33
May 2015 874.70 29-05-2015 85,732 795.15 07-05-2015 158,372 835.58
Source: www.bseindia.com
NSE
Volume on date Volume on date of  Average price
of high (Number low (Number of for the month
Month, Year High ) Date of High of Equity Shares) Low () Date of Low Equity Shares) (69}
December 2014 802.45 31-12-2014 1,270,958 759.90 17-12-2014 1,101,172 779.14
January 2015 876.05 29-01-2015 687,051 791.95 07-01-2015 737,973 831.71
February 2015 916.55 28-02-2015 1,388,891 825.15 09-02-2015 573,650 862.77
March 2015 944.50 02-03-2015 1,263,167 860.35 26-03-2015 2,107,203 893.53
April 2015 949.75 13-04-2015 847,695 823.05 27-04-2015 1,087,851 882.62
May 2015 873.95 29-05-2015 739,227 795.20 07-05-2015 1,753,181 835.75

Source: www.nseindia.com

(iii) The following tables set forth the details of the number of Equity Shares traded and the turnover during the last

six months and the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015 on the Stock
Exchanges:
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Number of Equity Shares Traded

Period BSE NSE
Year ended March 31, 2013 28,800,559 188,684,801
Year ended March 31, 2014 75,224,028 564,560,501
Year ended March 31, 2015 23,991,249 246,344,806
December 2014 1,826,069 16,363,079
January 2015 2,054,528 20,711,275
February 2015 1,488,101 15,452,805
March 2015 1,751,540 18,613,412
April 2015 2,897,013 25,490,956
May 2015 2,188,071 18,971,769
Source: www.bseindia.com, www.nseindia.com
Turnover

( in million)

Period BSE NSE
Year ended March 31, 2013 11,412 72,784
Year ended March 31, 2014 32,002 238,955
Year ended March 31, 2015 15,825 160,563
December 2014 1,422 12,739
January 2015 1,714 17,296
February 2015 1,285 13,325
March 2015 1,576 16,649
April 2015 2,560 22,481
May 2015 1,817 15,750

Source: www.bseindia.com, www.nseindia.com

(iv) The following table sets forth the market price on the Stock Exchanges on April 17, 2015, the first working day
following the approval of the Board of Directors for the Issue:

Date

April 17, 2015

Price of the Equity Shares ()
Volume on the Date (number of
Equity Shares)

Source: www.bseindia.com, www.nseindia.com

Notes:

BSE NSE
High Low Close Open High Low Close
937.70 872.85 875.85 936.00 936.00 873.15 876
341,935 2,706,290

1)  High, low and average price are of the daily closing prices.
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USE OF PROCEEDS

The gross proceeds from the issue and sale of 51,218,640 new Equity Shares by us as described in this Placement
Document are approximately ¥43,279.75million. The net proceeds from the Issue are estimated to be approximately ¥
42,732.31 million. We will apply the net proceeds primarily to meet the needs of our growing business, including long
term capital requirements for pursuing our growth plans and to enhance our capital adequacy ratio, to increase our
capacity to lend and for general corporate purposes.

None of our Promoters or Directors are making any contribution either as part of the Issue or separately in furtherance of
the objects of the Issue, other than pursuant to the proposed preferential allotment of Equity Shares to our Promoters,
which is subject to approval by our shareholders.
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CAPITALIZATION AND INDEBTEDNESS
The following table shows, as of March 31, 2015:
e our actual capitalization and indebtedness; and
e our capitalization as adjusted for the Issue.
This table should be read in conjunction with the section “Management’s Discussion and Analysis of Financial Condition

and Results of Operations” and our financial statements and the related notes thereto contained elsewhere in this
Placement Document.

As of March 31, 2015
Actual As adjusted for the Issue
( in million)

Shareholders’ funds

A. Capital 5,294.50 5,806.69

B. Employee stock options outstanding 140.53 140.53

C. Reserves and surplus 101,010.31 143,230.43
D. Total shareholders’ funds (A+B+C) 106,445.34 149,177.65
Liabilities

E. Deposits 741,343.64 741,343.64

F. Subordinated debt 8,439.00 8,439.00

G. Other borrowings (unsecured) 197,741.56 197,742.56
H. Total Liabilities (E+F+G) 947,524.2 947,524.2
Total capitalization (D+H) 1,053,969.54 1,096,701.85

We had no secured borrowings as of March 31, 2015.

Since March 31, 2015 and until June 30, 2015, 1,743,528 Equity Shares have been allotted pursuant to the exercise of
options granted under the ESOP 2007.
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CAPITAL STRUCTURE

Our Equity Share capital as of the date of this Placement Document is set forth below:

R in million)
Aggregate value at face
value

A | AUTHORIZED SHARE CAPITAL

600,000,000 Equity Shares of ¥10 each 6,000
B | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL BEFORE THE ISSUE

531,193,737 Equity Shares 10 each 5,311.9
C | PRESENT ISSUE IN TERMS OF THIS PRELIMINARY PLACEMENT

DOCUMENT

51,218,640 Equity Shares aggregating to 43,279.75 million ® 512.2
D | PAID-UP CAPITAL AFTER THE ISSUE

582,412,377 Equity Shares 5,824.1
E | SECURITIES PREMIUM ACCOUNT

Before the Issue 58,461.2

After the Issue 100,681.3

(1) The Issue was authorized and approved by our Board of Directors on April 16, 2015 and by our shareholders pursuant to a resolution adopted by

way of postal ballot on June 8, 2015.

Equity Share Capital History of the Bank

We are unable to trace copies of certain prescribed forms filed by us with the Registrar of Companies in respect of, inter-
alia, the allotment of Equity Shares since our incorporation until March 30, 2007. While we believe that these forms
were duly filed, we have not been able to obtain copies of these documents, including from the Registrar of Companies.
See the section “Risk Factors — Some of our corporate records relating to certain filings made with the Registrar of

Companies for the period between 1994 and 2007 are not traceable”.

The following is the history of the Equity Share capital of the Bank:

Date of Allotment No. of Equity Shares Face Value per Issue price per Equity Share () Consideration
Allotted Equity Share )

February 4, 1994 16 10 10 Cash
April 12,1994 60,000,000 10 10 Cash
September 14, 1994 39,999,984 10 10 Cash
May 22, 1995 20,000,000 10 50 Cash
December 24, 1997 40,000,000 10 45 Cash
July 29, 2003* 100,000,000 10 Not applicable Other than cash
July 29, 2003** (39,773,017) 10 Not applicable Not applicable
July 28, 2004*** 70,474,853 10 Not applicable Other than cash
March 24, 2005**** (384,200) 10 Not applicable Not applicable
March 30, 2007 29,490,300 10 49.49 Cash
June 24, 2008 35,192,064 10 63.14 Cash
August 17, 2009 54,897,140 10 87.50 Cash
October 21, 2009 49,500 10 50.60 Cash
January 8, 2010 270,680 10 38.95, 50.60 Cash
January 22, 2010 148,400 10 38.95, 48 Cash
February 10, 2010 27,610 10 38.95 Cash
February 25, 2010 35,750 10 38.95 Cash
March 5, 2010 18,960 10 38.95 Cash
March 18, 2010 6,600 10 38.95 Cash
April 07, 2010 41,250 10 38.95, 50.60 Cash
April 16, 2010 267,830 10 38.95 to 50.60 Cash
April 29, 2010 51,340 10 38.95 Cash
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Date of Allotment No. of Equity Shares Face Value per Issue price per Equity Share () Consideration
Allotted Equity Share (%)
May 25, 2010 12,100 10 38.95, 44.00 Cash
June 05, 2010 43,760 10 38.95, 44.00 Cash
July 7, 2010 9,000 10 44 Cash
July 20, 2010 120,100 10 38.95 to 50.60 Cash
July 30, 2010 20,600 10 44.00, 50.60 Cash
August 25, 2010 71,710 10 38.95 to 50.60 Cash
September 6, 2010 101,700 10 38.95, 44.00 Cash
September 22, 2010 24,750 10 100.05 Cash
September 24, 2010 50,000,000 10 234.55 Cash
October 4, 2010 31,050 10 38.95 to 100.05 Cash
October 12, 2010 2,892,980 10 48.00 to 100.05 Cash
October 18, 2010 187,265 10 38.95 to 100.05 Cash
November 9, 2010 332,190 10 38.95 to 50.60 Cash
November 23, 2010 6,160 10 38.95 Cash
December 2, 2010 9,200 10 38.95, 50.60 Cash
December 21, 2010 229,810 10 38.95 to 50.60 Cash
January 4, 2011 460,660 10 38.95, 44.00 Cash
February 2, 2011 336,350 10 38.95, 50.60 Cash
February 7, 2011 26,800 10 38.95 Cash
February 28, 2011 35,640 10 38.95, 140.15 Cash
March 22, 2011 6,950 10 140.15 Cash
April 1,2011 7,260 10 38.95 Cash
May 4, 2011 7,230 10 38.95 to 140.15 Cash
May 12, 2011 3,200 10 38.95 to 140.15 Cash
May 25, 2011 169,360 10 44.00 Cash
June 9, 2011 6,600 10 44.00 Cash
June 21, 2011 1,500 10 44.00 Cash
July 22, 2011 139,381 10 38.95 to 196.50 Cash
August 3, 2011 200,000 10 48.00 Cash
August 10, 2011 138,179 10 38.95 to 196.50 Cash
August 23, 2011 10,375 10 44.00, 196.50 Cash
September 2, 2011 75,875 10 38.95 to 196.50 Cash
September 16, 2011 29,700 10 100.05 Cash
October 3, 2011 18,810 10 100.05, 196.50 Cash
October 21, 2011 108,780 10 38.95 to 196.50 Cash
November 11, 2011 12,320 10 38.95 to 196.50 Cash
November 21, 2011 18,077 10 100.05, 196.50 Cash
December 1, 2011 10,692 10 38.95, 196.50 Cash
December 15, 2011 1,000 10 38.95 Cash
January 3, 2012 267,960 10 38.95 to 196.50 Cash
January 18, 2012 50,035 10 38.95, 196.50 Cash
February 3, 2012 36,975 10 38.95, 196.50 Cash
February 15, 2012 101,882 10 38.95 t0 220.45 Cash
March 2, 2012 72,340 10 38.95 to 220.45 Cash
March 19, 2012 248,635 10 38.95 to 220.45 Cash
April 10, 2012 3,300 10 196.50 Cash
April 20, 2012 142,980 10 38.95 t0 220.45 Cash
May 8, 2012 22,467 10 38.95 t0 220.45 Cash
May 16, 2012 962,197 10 44.00 to 220.45 Cash
May 31, 2012 56,855 10 38.95 t0 220.45 Cash
June 22, 2012 36,880 10 38.95 to 196.50 Cash
July 4, 2012 60,699 10 38.95 to 253.60 Cash
July 20, 2012 48,150 10 44.00 to 253.60 Cash
August 6, 2012 211,339 10 38.95 to 253.60 Cash
August 21, 2012 63,354 10 44.00 to 253.60 Cash
August 30, 2012 282,111 10 38.95 to 253.60 Cash
September 21, 2012 132,396 10 38.95 to 274.80 Cash
October 5, 2012 47,660 10 38.95 to 253.60 Cash
October 17, 2012 65,776 10 38.95 to 274.80 Cash
November 2, 2012 136,964 10 38.95 to 253.60 Cash
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Date of Allotment No. of Equity Shares Face Value per Issue price per Equity Share () Consideration
Allotted Equity Share (%)
November 20, 2012 31,375 10 38.95 to 274.80 Cash
December 5, 2012 52,100,000 10 384 Cash
December 7, 2012 73,082 10 38.95 to 274.80 Cash
December 21, 2012 71,504 10 38.95 to 253.60 Cash
January 7, 2013 74,270 10 38.95 to 253.60 Cash
January 22, 2013 29,530 10 38.95 to 253.60 Cash
February 1, 2013 40,265 10 140.15 to 253.60 Cash
February 25, 2013 167,785 10 38.95 to 262.25 Cash
March 11, 2013 206,961 10 38.95 to 274.80 Cash
March 21, 2013 99,805 10 38.95 to 253.60 Cash
April 4,2013 9,125 10 44.00 to 262.25 Cash
April 22,2013 60,770 10 44.00 to 253.60 Cash
May 3, 2013 16,270 10 196.50 to 253.60 Cash
May 16, 2013 236,967 10 38.95 to 262.25 Cash
June 3, 2013 44,870 10 196.50 to 253.60 Cash
June 18, 2013 204,747 10 50.60 to 262.25 Cash
July 9, 2013 412,982 10 38.95 to 254.90 Cash
July 22, 2013 116,958 10 38.95 to 253.60 Cash
July 25, 2013 17,000 10 220.45 Cash
August 7, 2013 200,940 10 38.95 t0 262.25 Cash
August 19, 2013 56,417 10 38.95 to 343.25 Cash
August 23, 2013 25,680 10 196.50 to 343.25 Cash
September 4, 2013 35,430 10 38.95 to 304.05 Cash
September 23, 2013 24,167 10 196.50 to 253.60 Cash
October 7, 2013 28,840 10 44.00 to 253.60 Cash
October 17, 2013 16,010 10 196.50 to 345.60 Cash
November 7, 2013 38,461 10 196.50 to 253.60 Cash
November 21, 2013 54,180 10 196.50 to 343.25 Cash
December 5, 2013 28,867 10 38.95 to 345.60 Cash
December 19, 2013 30,585 10 38.95 to 253.60 Cash
January 8, 2014 103,470 10 38.95 to 253.60 Cash
January 21, 2014 509,549 10 44.00 to 253.60 Cash
February 10, 2014 62,708 10 38.95 to 319.05 Cash
February 13, 2014 300,000 10 48.00 Cash
February 20, 2014 41,315 10 196.50 to 304.55 Cash
March 4, 2014 68,640 10 196.50 to 253.60 Cash
March 25, 2014 23,830 10 196.50 to 253.60 Cash
April 9, 2014 11,450 10 38.95 to 253.60 Cash
April 17,2014 357,930 10 196.50 to 262.25 Cash
May 6, 2014 158,235 10 44.00 to 319.05 Cash
May 22, 2014 64,882 10 196.50 to 262.25 Cash
June 5, 2014 72,750 10 38.95 t0 343.25 Cash
June 20, 2014 40,929 10 196.50 to 343.25 Cash
July 7, 2014 68,798 10 196.50 to 304.55 Cash
July 17, 2014 1,169,566 10 38.95 to 253.60 Cash
July 31, 2014 177,353 10 196.50 to 453.90 Cash
August 14, 2014 304,827 10 38.95 to 453.90 Cash
September 1, 2014 74,087 10 100.05 to 453.90 Cash
September 12, 2014 89,299 10 38.95 t0 478.45 Cash
September 25, 2014 57,327 10 196.50 to 453.90 Cash
October 10, 2014 40,045 10 140.15 to 453.90 Cash
October 27, 2014 41,390 10 140.15 to 453.90 Cash
November 7, 2014 113,049 10 50.60 to 478.45 Cash
November 19, 2014 73,710 10 38.95 t0 478.45 Cash
December 4, 2014 88,462 10 38.95 to 453.90 Cash
December 12, 2014 6,000 10 220.45 Cash
December 18, 2014 51,947 10 140.15 to 453.90 Cash
January 2, 2015 545,590 10 38.95 t0 453.90 Cash
January 15, 2015 38,378 10 38.95 to 453.90 Cash
January 30, 2015 44,785 10 196.50 to 453.90 Cash
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Date of Allotment No. of Equity Shares Face Value per Issue price per Equity Share () Consideration
Allotted Equity Share (%)

February 16, 2015 84,380 10 38.95 to 453.90 Cash
February 26, 2015 43,085 10 196.50 to 478.45 Cash
March 13, 2015 79,352 10 196.50 to 453.90 Cash
March 27, 2015 106,119 10 196.50 to 453.90 Cash
April 9, 2015 76,340 10 38.95 to 490.30 Cash
April 24, 2015 6,780 10 196.50 to 453.90 Cash
May 14, 2015 243,438 10 48.00 to 478.45 Cash
May 29, 2015 1,416,970 10 48.00 to 453.90 Cash
Total 531,193,737

* Pursuant to scheme of arrangement of Indusind Enterprises and Finance Limited with the Bank.

** 39,773,017 Equity Shares were cancelled pursuant to a scheme of amalgamation of Indusind Enterprises and Finance Limited with the Bank.
*** Pyrsuant to scheme of arrangement of Ashok Leyland Finance Limited with the Bank.
**** Forfeiture of Equity Shares.

In the last one year preceding the date of this Placement Document, the Bank has not made any allotments for
consideration other than cash.

For details relating to the employee stock options issued by the Bank, see the sections “Capitalization and Indebtedness”
and “Board of Directors and Management”.
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DIVIDEND POLICY

We generally declare and pay dividends in the fiscal year following the year as to which they relate. Under the
Companies Act, 2013, an Indian company may pay dividends only upon a recommendation by its board of directors and
approval by a majority of its shareholders at the AGM. Shareholders may decrease, but not increase, the amount of
dividend recommended by the board of directors. Under the Companies Act, 2013, a company may pay dividends only
out of its profits in the year in which the dividend is declared or out of the undistributed profits or reserves of prior fiscal
years or out of both.

Payment of dividends is also subject to restrictions under the Banking Regulation Act. Section 15(1) of the Banking
Regulation Act states that no banking company may pay any dividend on its shares until all its capitalized expenses
(including preliminary expenses, organization expenses, share-selling commissions, brokerage, amounts of losses
incurred and any other item of expenditure not represented by tangible assets) have been completely written off. In
addition, Section 17(1) of the Banking Regulation Act requires every banking company to create a reserve fund and, out
of the balance of the profit of each year as disclosed in the profit and loss account, transfer a sum equivalent to not less
than 20% of such profit to the reserve fund before declaring any dividend. Pursuant to a notification dated March 25,
2015, the Central Government has stated that the provisions of Section 15(1) of the Banking Regulation Act shall not
apply to the amortization of any shortfall arising out of the sale of non-performing assets to securitization companies or
reconstruction companies between February 26, 2014 and March 31, 2015 in accordance with provisions of the
“Framework for Revitalising Distressed Assets in the Economy - Refinancing of Project Loans, Sale of NPA and Other
Regulatory Measures” issued by the RBI on February 26, 2014.

The RBI has also placed certain restrictions on the payment of dividends by banks which are summarized as follows:

a) Only banks with a CRAR of at least 9% in each of the prior two completed years together with the accounting
year for which it proposes to declare a dividend and with net NPAs of less than 7% are eligible to declare a
dividend. In the event that any bank does not meet the above CRAR requirement, but has a CRAR of at least 9%
for the accounting year for which it proposes to declare dividend and a net NPA ratio of less than 5%, it would
be eligible to declare a dividend.

b) The bank should comply with the provisions of Sections 15 and 17 of the Banking Regulation Act.

c) The bank should comply with the prevailing regulations and guidelines issued by the RBI, including creating
adequate provisions for impairment of assets and staff retirement benefits, transfer of profits to statutory
reserves, etc.

d) Any dividend can only be paid out of profit in the year in which the dividend is to be paid.

e) The maximum permissible dividend pay-out ratio is 40% of net profit in the year in which the dividend is to be
paid.

f) The RBI should not have placed any explicit restrictions on the bank for declaration of dividends.

g) The financial statements pertaining to the financial year for which the bank is declaring a dividend should be
free of any qualifications by the statutory auditors which have an adverse bearing on the profit during that year.
In case of any qualification to that effect, the net profit should be suitably adjusted while computing the
dividend pay-out ratio.

h) The dividend pay-out is linked to a matrix of maximum permissible range of our CRAR and NPA ratios as

follows:
Net NPA Ratio
More than zero From 3% toless  From 5% to less
Zero but less than 3% than 5% than 7%
Range of Dividend Pay-out Ratio
Category CRAR (of the current year’s net profit)
A 11% or more for each of the last 3 years up to 40 up to 35 up to 25 up to 15
B 10% or more for each of the last 3 years up to 35 up to 30 up to 20 up to 10
C 9% or more for each of the last 3 years up to 30 up to 25 up to 15 upto5
D 9% or more in the current year up to 10 up to 10 upto5 Nil
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The table below sets forth the details of the dividends declared by us on our Equity Shares during the last three fiscal

years:
Total Amount of Dividend Declared

Fiscal Year No. of shares Dividend per Equity Share %) & in millions)*
2015** 529,450,209 4.0 2,117.80
2014 525,446,484 3.50 1,839.06
2013 522,677,706 3.0 1,568.03

Note: 1) The Bank has a policy of paying dividend on all outstanding Equity Shares as of the record date, at the rates approved in the AGM. Hence,
Equity Shares allotted after the date of the balance sheet until the record date for declaration of dividend are also paid dividend.

*Note: Amounts do not include dividend distribution tax.

** Note: The declaration and payment of dividend for Fiscal Year 2015 is subject to the approval of the shareholders of the Bank at the next AGM.

The amounts paid as dividends in the past are not necessarily indicative of our dividend policy or dividend amounts, if
any, in the future. The form, frequency and amount of future dividends will depend on our revenues, cash flows,
financial condition (including capital position) and other factors and shall be at the discretion of our Board and subject to
the approval of our shareholders.

For a summary of certain Indian and United States federal tax consequences of dividend distributions to shareholders, see
the section “Taxation”.
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SELECTED STATISTICAL INFORMATION

The following unaudited information should be read together with our financial statements included in this Placement Document and the section “Management’s Discussion
and Analysis of Financial Condition and Results of Operations”. Our financial statements have been prepared in accordance with Indian GAAP. Footnotes appear at the end
of each related section of tables. Certain information included in this section has been derived from the periodic returns filed with the RBI which are based on our books of
account and underlying records.

Average Balance Sheet

The table below presents the average balances for interest-earning assets and interest-bearing liabilities together with the related interest income and expense amounts,
resulting in the presentation of the average yields and cost for each period. The average yield on average interest-earning assets is the ratio of interest income 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 provisions for credit losses. We have not recalculated tax exempt income on a tax equivalent basis.

Year ended March 31,

2013 2014 2015
Average Interest Average Average Interest Average Average Interest Average
Balance® Income/ Yield/ Balance Income/ Yield/ Balance Income/ Yield/ Cost
Expense Cost (%) Expense Cost (%) Expense (%)
(in Tmillion, except percentages)

Interest earning assets:
Advances 410,228.90 56,103.00 13.68% 492,827.82 66,273.54 13.45% 593,254.32 77,169.08 13.01%
Investments 167,988.43 12,824.98 7.63% 194,510.30 14,770.26 7.59% 224,753.11 16,804.20 7.48%
Others® 15,579.04 904.34 5.80% 22,458.52 1,491.54 6.64% 42,008.17 2,946.36 7.01%
Total interest earning assets 593,796.37 69,832.32 11.76% 709,796.64 82,535.34 11.63% 860,015.60 96,919.64 11.27%
Non-interest earning assets:
Fixed assets 7,031.67 7,927.60 10,951.50
Other assets® 50,398.94 61,481.86 72,293.85
Total non-interest earning assets 57,430.61 69,409.46 83,245.35
Total assets 651,226.98 69,832.32 10.72% 779,206.10 82,535.34 10.59% 943,260.95 96,919.64 10.27%
Interest bearing liabilities:
Deposits 475,066.50 40,267.83 8.48% 535,001.05 43,824.05 8.19% 661,696.15 51,720.60 7.82%
Borrowings® 89,827.08 7,235.83 8.06% 134,538.01 9,804.17 7.29% 145,324.35 10,996.28 7.57%
Total interest bearing liabilities 564,893.58 47,503.66 8.41% 669,539.06 53,628.22 8.01% 8,07,020.50 62,716.88 7.77%
Other liabilities® 25,993.77 25,079.68 36,300.27
Capital and reserves 60,339.63 84,587.36 99,940.18
Total no.n-interest bearing liabilities 86,333.40 109,667.04 136,240.45
and capital
Total capital and liabilities 651,226.98 47,503.66 7.29% 779,206.10 53,628.22 6.88% 943,260.95 62,716.88 6.65%
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(1) Average Balance is computed as the simple average of the monthly balances extracted from the monthly returns in Form X filed with the RBI which is from books of accounts.
(2) Excludes balances with RBI held for CRR which do not carry interest.

(3) Includes balances with RBI held for CRR which do not carry interest.

(4) Includes subordinate debt in nature of Tier Il bonds and Upper Tier Il bonds issued.

(5) Excludes subordinate debt in nature of Tier Il bonds and Upper Tier Il bonds.

Analysis of Changes in Interest Income and Interest Expense by Volume and Rate

The following tables set forth, for the periods indicated, the analysis of the changes in our interest income and interest expense due to changes in average volume and changes
in average rates.

Fiscal year ended March 31, 2014 as compared to Fiscal year ended March 31, 2013:

Y ded March 31, 2014 vs. Y| ded March 31
Year ended March 31, 2013 Year ended March 31, 2014 car ended March 5%, vs. Year ended March 3,

2013
Net Change in Increase Increase
Interest Average Interest Average
Income/ Average Yield/ Cost Income/ Average Yield/ Interest (Decrea'se) due to (Decrea.se) due to
Expense Balance (%) Expense Balance Cost (%) Income / change in change in Average
Expense Average Volume Rate
(in Tmillion, except percentages)
Interest income:
Advances 56,103.00 410,228.90 13.68% 66,273.54 492,827.82 13.45% 10,170.54 11,299.53 (1,128.99)
Investments 12,824.98 167,988.43 7.63% 14,770.26 194,510.30 7.59% 1,945.28 2,023.62 (78.34)
Others 904.34 15,579.04 5.80% 1,491.54 22,458.52 6.64% 587.20 399.01 188.19
Total interest earning assets 69,832.32 593’796‘3 11.76% 82,535.34 709,796.64 11.63% 12,703.02 13,722.16 (1,019.14)
Interest expenses:
Deposits 40,267.83 475,066.50 8.48% 43,824.05 535,001.05 8.19% 3,556.22 5,082.45 (1,526.23)
Borrowings, including
subordinated Tier Il and Upper Tier 7,235.83 89,827.08 8.06% 9,804.17 134,538.01 7.29% 2,568.34 3,603.70 (1035.36)
11 bonds
Total interest bearing liabilities 47503.66 564,893.58 8.41% 53,628.22 669,539.06 8.01% 6,124.56 8,686.15 (2,561.59)
Change in Net Interest Income 6,578.46 5,036.01 1,542.45

Average Balance is computed as the simple average of the monthly balances extracted from the monthly returns in Form X filed with the RBI which is from books of accounts.

The changes in net interest income between periods have been reflected as attributed either to volume or rate changes.

Change in Average Volume represents the difference between the Average Balance for the year ended March 31, 2014 over the Average Balance for the year ended March 31, 2013.
Increase (Decrease) due to change in Average Volume represents the Change in Average Volume multiplied by the Average Yield / Cost (%) for the year ended March 31, 2013.
Increase (Decrease) due to change in Average Rate is the difference between Net Change in Interest Income / Expense and the Increase (Decrease) due to change in Average Volume.
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Fiscal year ended March 31, 2015 as compared to Fiscal year ended March 31, 2014:

Year ended March 31, 2014

Year ended March 31, 2015

Year ended March 31, 2015 vs. Year ended March 31, 2014

Net Change in Increase
Average Interest Average Increase (Decrease)
Interest Income/ Average . Average . Interest (Decrease) due to .
Yield/ Income/ Yield/ . due to change in
Expense Balance Cost (%) Expense Balance Cost (%) Income/ change in Average Rate
° p ¢ Expense Average Volume &
(in Tmillion, except percentages)
Interest income:
Advances 66,273.55 492,827.82 13.45% 77,169.08 593,254.32 13.01% 10,895.54 13,507.36 (2,611.83)
Investments 14,770.26  194,510.30 7.59% 16,804.20 224,753.11 7.48% 2,033.94 2,295.43 (261.49)
Others 149154  22,458.52 6.64% 2,946.36  42,008.17 7.01% 1,454.82 1,298.10 156.72
Total interest-earning assets 82,535.34  709,796.64 11.63% 96,919.64  860,015.60 11.27% 14,384.30 17,100.89 (2,716.60)
Interest expenses:
Deposits 43,824.05 535,001.05 8.19% 51,720.60 661,696.15 7.82% 7,896.55 10,376.33 (2,479.78)
Borrowings, including subordinate
debt in nature of Tier 1l and Upper 9,804.17 134,538.01 7.29% 10,996.28  145,324.35 7.57% 1,192.11 786.32 405.79
Tier Il bonds
Total interest-bearing liabilities 53,628.22  669,539.06 8.01% 62,716.88  807,020.50 7.77% 9,088.66 11,162.65 (2,073.99)
Change in Net Interest Income 5,295.64 5,938.24 (642.60)
Average Balance is computed as the simple average of the monthly balances extracted from the monthly returns in Form X filed with the RBI which is from books of accounts.
The changes in net interest income between periods have been reflected as attributed either to volume or rate changes.
Change in Average Volume represents the difference between the Average Balance for the year ended March 31, 2015 over the Average Balance for the year ended March 31, 2014.
Increase (Decrease) due to change in Average Volume represents the Change in Average Volume multiplied by the Average Yield / Cost (%) for the year ended March 31, 2014,
Increase (Decrease) due to change in Average Rate is the difference between Net Change in Interest Income / Expense and the Increase (Decrease) due to change in Average Volume.
Financial indicators
The following table sets forth, for the periods indicated, the yields, spreads, interest margins and other financial indicators.
Year ended March 31,
2013 2014 2015
(in Tmillion, except percentages)
Average interest earning assets 593,796.37 709,796.64 860,015.60
Average interest bearing liabilities® 564,893.58 669,539.06 807,020.50
Average total assets® 651,226.98 779,206.10 943,260.95
Average shareholders’ equity 59,699.69 80,316.28 93,373.09
Average interest-earning assets as a percentage of average total assets (%) 91.18% 91.09% 91.17%
Average interest-bearing liabilities as a percentage of average total assets (%) 86.74% 85.93% 85.56%
Average interest-earning assets as a percentage of average interest-bearing liabilities (%) 105.12% 106.01% 106.57%
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Year ended March 31,

2013 2014 2015
(in Tmillion, except percentages)

Yield (%) ® 11.76% 11.63% 11.27%
Cost of Funds (%)®© 8.41% 8.01% 7.77%
Spread (%) 3.35% 3.62% 3.50%
Net Interest Margin (%)® 3.43% 3.71% 3.63%
Return on Assets (%) © 1.63% 1.81% 1.90%
Return on Equity (%) “® 17.78% 17.53% 19.21%
Cost to Income Ratio (%) *V 48.84% 45.71% 46.80%
Revenue per Employee*? 3.1 3.1 3.0

(1) Average interest earning assets is the simple average of the monthly balances of interest earning assets, extracted from the monthly returns in Form X filed with the RBI which is from books of accounts

(2) Average interest bearing liabilities is the simple average of the monthly balances of interest bearing liabilities, extracted from the monthly returns in Form X filed with the RBI which is from books of
accounts

(3) Average total assets is the simple average of the monthly total assets, extracted from the monthly returns in Form X filed with the RBI which is from books of accounts

(4) Average shareholders’ equity is the simple average of the balances of shareholders’ equity at the beginning and at the end of the period. Shareholders’ equity consists of Share Capital, ESOS outstanding,
Reserves and Surplus excluding Revaluation Reserves.

(5) Yield is the ratio of interest income to average interest earning assets.

(6) Cost of Funds is the ratio of interest expense to average interest bearing liabilities.

(7) Spread is the absolute difference between Yield and Cost of Funds.

(8) Net Interest Margin is the ratio of Net Interest Income to the average total assets. Net Interest Income is the excess of interest income over interest expense.

(9) Return on Assets is the ratio of Net Profit to average total assets.

(10) Return on Equity is the ratio of Net Profit to average shareholders’ equity.

(11) Cost to Income Ratio is the ratio of Operating Expenditure to Total Revenue. Operating Expenditure does not include Interest Expenditure or Provisions and Contingencies. Total Revenue is the sum of Net
Interest Income and Other Income.

(12) Revenue per Employee is computed by dividing Total Revenue into the number of employees as at the end of the period.

Deposits

The following table sets forth, for the dates indicated, our outstanding deposits and the percentage composition by each category of deposits.

As of March 31,
2013 2014 2015
Amount % Amount % Amount %
(in Tmillion, except percentages)
Current Accounts (CA) 88,345.56 16.32% 97,756.64 16.16% 123,560.25 16.66%
Savings Accounts (SA) 70,328.02 13.00% 99,152.50 16.39% 129,435.69 17.46%
CASA 158,673.58 29.32% 196,909.14 32.55% 252,995.94 34.13%
Term deposits 382,493.57 70.68% 408,113.71 67.45% 488,347.70 65.87%
Total Deposits 541,167.15 100.00% 605,022.85 100.00% 741,343.64 100.00%
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Borrowings

The following table sets forth, for the periods indicated, information related to our borrowings, which comprised primarily of money-market borrowings and refinances
mainly from NABARD and SIDBI. Borrowings exclude deposits and securities sold under repurchase agreements.

Year ended March 31,

2013 2014 2015
(in Tmillion, except percentages)
Year end balance 94,595.56 147,619.57 206,180.56
Average balance during the year" 89,827.08 134,538.01 145,324.35
Interest expense 7,235.83 9,804.17 10,996.28
Average interest rate during the year® (%) 8.06% 7.29% 7.57%

(1) Average is the simple average of the monthly balances of borrowings, extracted from the monthly returns in Form X filed with the RBI (which is from books of accounts).
(2) Represents the ratio of interest expense on borrowings to the average balances of borrowings.

Subordinated Debt

We obtain funds from the issuance of unsecured non-convertible subordinated debt securities, which qualify as Tier Il capital under RBI guidelines for assessing capital
adequacy. As of March 31, 2015, our outstanding subordinated debt aggregated ¥5,350.00 million.

The following table sets forth information with respect to subordinated Tier Il bonds issued by us, and are outstanding as of March 31, 2015:

Amount
Date of Allotment Rate of Interest Date of Redemption (in Tmillion)
December 30, 2005 8.40% May 30, 2015 1,150.00
March 31, 2010 9.50% June 30, 2015 4,200.00
Total 5,350.00

Upper Tier II Capital

We have issued Upper Tier Il instruments qualifying for Tier Il capital to increase our capital adequacy ratio and fund our growing operations. As of March 31, 2015, we had
¥3,089.00 million of aggregate amounts of Upper Tier Il instruments outstanding which qualified as Tier Il capital.
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The following table sets forth information with respect to Upper Tier Il instruments issued by us, and outstanding as of March 31, 2015:

Amount
Date of Allotment Number of Debentures Rate of Interest Date of Redemption (in million)
March 31, 2006 1,000 9.60% p.a. up to first 10 years and 10% p.a from 11" year March 30, 2021 1,000.00
September 30, 2006 10.25% p.a. up to first 10 years and 10.75% p.a from 11" year September 30, 2021 802.00
December 23, 2006 1,287 9.75% p.a. up to first 10 years and 10.25% p.a from 11" year December 23, 2021 1,287.00
Total 3,089 3,089.00
Investment Portfolio
The following tables set forth, as of the dates indicated, information related to book value of our net investments:
As of March 31, 2013 As of March 31, 2014 As of March 31, 2015
Held Held
Held to Available Held to Available for Held to Available for

Maturity for Sale Maturity for Sale Trading Maturity for Sale Trading
(Fmillion)

Government securities 120,609.1 20,473.5 126,225.9 27,574.2 - 112,592.1 66,469.2 -

Other approved securities - - - - - - - -

Shares 475 532.8 475 479.4 - 475 232.2 -

Debentures and bonds - 7,538.5 - 13,903.1 - - 16,256.6 -

Subsidiaries and joint ventures 5.0 - 5.0 - - 5.0 - -

Others - Deposits under RIDF scheme with NABARD, Security Receipts/Pass 13,829.5 33,505.8 16,432.6 30,961.8 - 19,810.3 33,180.8 -
Through Certificates, investment in units of Mutual Funds, Commercial Paper, etc.

Total 134,491.1 62,050.6 142,711.0 72,918.5 - 132,454.9 116,138.8 -
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Asset Liability Gap

The following table sets forth our asset-liability gap position with respect to INR assets and liabilities as of March 31, 2015 prepared in line with RBI guidelines on asset
liability management:

2daysto7 8daysto14 15daysto 29 daysandup Over3 months & up Over 6 months & Over1year & Over 3 years &

OUT FLOWS Next Day days days 28 days to 3 months to 6 months up to 1 year up to 3 years up to S years Over S years Total
(in Tmillion)
Capital - - - - - - - - - 5,576.87 5,576.87
Reserves & Surplus - - - - - - - - - 100,260.12 100,260.12
Deposits 4,03549  32,258.51 22,292.56 22,005.60 148,345.95 65,730.28 91,014.37 80,063.19 21,592.52 223,604.79 710,943.27
Borrowings 0.20  30,501.00 - - 1,750.00 10,291.91 26,666.67 57,036.64 - 8,089.00 134,335.43
Other Liabilities™ 4,370.26 4,436.95 253.18 55.20 1,131.60 157.32 3,113.29 6,008.94 - 11,431.97 30,958.71
A. Total Outflows 8,405.95  67,196.46 22,545.73 22,060.80 151,227.55 76,179.52 120,794.33 143,108.77 21,592.52 348,962.75 982,074.39
2daysto7 8daystol4 15daysto 29 daysandup Over3 months & up Over 6 months & Over1year & Over 3 years &

IN FLOWS Next Day days days 28 days to 3 months to 6 months up to 1 year up to 3 years up to 5 years Over 5 years Total
Cash 6,711.98 - - — - - - - - g 6,711.98
Balances with RBI - - - ,966.81 979.84 6,683.33 3,113.79 4,052.60 3,564.98 11,278.09 33,639.44
Balances with other

Banks 4,538.37 3,218.20 223.30 410.80 1,995.40 5,124.60 26,170.44 14,334.55 1,547.50 - 57,563.16
Investments - 26,334.57 66,727.37 - 36,006.97 13,972.38 33,488.63 30,638.49 44,532.30 63,903.01 315,603.72
Advances 7,357.37  27,935.67 26,005.05 6,693.48 32,918.96 35,943.12 58,902.76 288,355.00 66,395.86 53,120.16 603,627.43
Fixed Assets - - - - - - - - - 11,575.77 11,575.77
Other Assets* 5,091.04 2.17 8,623.29 - 423.35 1,877.93 1,738.99 566.64 - 3,386.79 21,710.19
B. Total Inflows 23,698.76  57,490.62 101,579.01 11,071.09 72,324.52 63,601.36 123,414.61 337,947.28 116,040.63 143,263.83  1,050,431.70
C-GAP (B-A)......... 15,292.81  (9,705.84) 79,033.28  (10,989.71) (78,903.03) (12,578.16) 2,620.27 194,838.52 94,448.11  (205,698.92) 68,357.31

* Other Liabilities and Other Assets do not include interest accrued
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Loan Portfolio

As of March 31, 2015, our gross loan portfolio was ¥691,406.44 million. As of each date, almost all our gross loans are to borrowers in India and are denominated in Indian
Rupees. For a description of our corporate and retail loan products, see “Our Business”.

The following table sets forth, for the dates indicated, our net loan portfolio classified by product groups:

As of March 31,
Classification of Loans and Advances 2013 2014 2015
(in Million)
Cash credits, overdrafts and loans repayable on demand 107,752.23 144,967.42 177,349.92
Term loans 323,925.17 385,570.98 492,286.98
Bills purchased and discounted 11,528.70 20,479.96 18,245.09
Total 443,206.10 551,018.36 687,881.99

Business Unit-wise Yield on Loans

The following table sets forth, for the periods indicated, our net loan portfolio and yield on loans for the fiscal year, for each of our client segments:

Loans Yield Loans Yield Loans Yield
March 31,2013 Fiscal year 2012-13®  March 31,2014"  Fiscal year 2013-14? March 31, 2015 Fiscal year 2014-15%
Corporate and Commercial Banking 219,195.70 11.57% 303,172.03 11.60% 403,757.55 11.01%
Consumer Finance Division 224,010.40 16.02% 247,846.34 15.63% 284,124.44 15.95%

(1) Loans represent the amount of net loans outstanding as of the date specified.
(2) Yield is the ratio of interest earned during the fiscal year to the Average Balance of net loan outstanding, where Average Balance is computed as the simple average of the monthly balances extracted from
the monthly returns in Form X filed with the RBI which is from books of accounts.
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Concentration of Loans

Our total loan portfolio consists of two broad segments: corporate loans, including loans to small and medium
enterprises, or SMEs, and consumer finance loans, including vehicle financing loans. Year-wise distribution of

the loans according to the above segments is as follows:

As of March 31,
2013 2014 2015
Loans % Loans Y% Loans %
(in Tmillion, except percentages)
Consumer Finance Division 224,010.40 50.54% 247,846.33 44.98% 284,124.44 41.30%
Corporate and Commercial Banking 219,195.70 49.46% 303,172.03 55.02% 403,757.55 58.70%
Total Outstanding Net Loans 443,206.10 100.00% 551,018.36 100.00% 687,881.99 100.00%

The following table sets forth, at the dates indicated, our outstanding gross fund-based loans categorized by

activity.
As of March 31,
Customers 2013 2014 2015
Loans % Loans % Loans %
(in Tmillion, except percentages)

Commercial vehicles 1,217,800 27% 1,168,543 21% 1,257,139 18%
Multi Utility vehicles 179,667 4% 206,023 4% 202,798 3%
Construction equipment 272,377 6% 287,218 5% 282,927 4%
Cars 206,136 5% 265,010 5% 315,718 5%
Two wheelers 194,946 4% 254,759 5% 285,283 4%
Infrastructure 163,511 4% 144,657 3% 269,379 4%
Construction 119,673 3% 175,046 3% 153,260 2%
Chemicals 134,619 3% 116,434 2% 115,331 2%
Textiles 31,736 1% 52,059 1% 49,884 1%
Sugar, tea, food processing 26,737 1% 78,076 1% 77,604 1%
Others 1,916,961 43% 2,806,033 51% 3,904,742 56%
Total loans outstanding 4,464,163 100% 5,553,858 100% 6,914,064 100%
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Recognition of Non-Performing Assets

As a commercial bank operating in India, we recognize NPAs strictly in accordance with the RBI’s guidelines.
The guidelines require Indian banks to classify their NPAs into three categories, as described below, based on
the period for which the asset has remained non-performing and the estimated realization of amounts due in
relation to such asset. Further, the NPA classification is at the borrower level, rather than at the facility level,
and, accordingly, if one of the loans granted to a borrower becomes non-performing, such borrower is classified
as non-performing and all loans due from it are so classified.

Substandard Assets

An asset becomes non-performing if interest and/or instalment of principal in relation thereto remain overdue
for more than 90 days (an exception to this rule is that loans to agricultural borrowers are classified as non-
performing only if the loan remains overdue for more than two harvest seasons). With effect from March 31,
2005, and in accordance with RBI guidelines, a substandard asset is an asset that has remained non-performing
for a period of up to 12 months.

Doubtful Assets

With effect from March 31, 2005, in accordance with RBI guidelines, a doubtful asset is an asset that has
remained non-performing for a period exceeding one year. Further, with effect from March 31, 2005, doubtful
assets are to be classified further into Doubtful-1, Doubtful-11 and Doubtful-I1l, depending on the period such
assets has been classified as doubtful, in the following manner:

(a) 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-11 asset; and

(c) If the asset has remained in the doubtful category for a period of more than three years, it is classified
as a Doubtful-111 asset.

Loss Assets

In accordance with the RBI guidelines, a loss asset is an asset that is considered irrecoverable with little or no
salvage value.

In cases of serious credit impairment, an asset is required to be immediately classified as doubtful or as a loss
asset, as appropriate. Further, erosion in the value of the security provided may also be considered significant
when the realizable value of the security is less than 50% of the value as assessed by us or as accepted by the
RBI at the time of the last inspection of the security, as the case may be. In such a case, the assets secured by
such impaired security may immediately be classified as doubtful. If the realizable value of the security, as
assessed by our appraisers or by the RBI, is less than 10% of the amount outstanding from the borrower
providing such security, the value of the security is ignored and the asset is immediately classified as a loss,
which is either written off or fully provided for.
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The table below sets forth our NPA position as of the dates specified.

As of March 31,
2013 2014 2015
(in Tmillion, except percentages)

Sub-standard loans:

Amount 2,408.92 2,744.67 1,980.29

As a percentage of total NPAs 52.62% 44.21% 35.18%
Doubtful loans:

Amount 2,727.11 3,187.02 3,373.12

As a percentage of total NPAs 46.47% 51.34% 59.92%
Loss loans:

Amount 4174 276.17 275.79

As a percentage of total NPAs..... 0.91% 4.45% 4.90%
Gross NPAs 4,577.77 6,207.86 5,629.21
The following table sets forth, for the periods indicated, information about our NPA portfolio:

As of or for the year ended March 31,
2013 2014 2015
(in million, except percentages)
Total CCB CFD Total CCB CFD Total CCB CFD

Opening balance at the 3,470.76  1,092.56 2,378.20 457777 1,987.64 2,590.13 6,207.86 3,093.41 3,114.45
beginning of the period
Additions during the period 4,466.21 2,177.82 2,288.38 6,242.41 1,686.56 4,555.85 8,872.99 4,005.12 4,867.86
Less: Reductions during the 3,359.20 1,282.74 2,076.46 4,612.33 580.79  4,031.53 9,451.63 4,754.19  4,697.44
period on account of
recovery and write-offs
Gross NPAs at the close of 4577.77 1,987.64 2,590.13 6,207.86 3,093.41 3,114.45 5,629.21 2,344.34 3,284.87
the period
Net NPAs 1,367.60 1,840.49 2,104.76
Gross loans® 446,416.28 555,385.72 691,406.44
Net loans® 443,206.10 551,018.36 667,881.99
Gross NPAs / Gross loans 1.03% 1.12% 0.81%
(%)
Net NPAs / Net Loans (%) 0.31% 0.33% 0.31%
Total provisions as a 70.13% 70.35% 62.61%
percentage of gross NPAs
(%)
1) Gross loans is the total loan outstanding as of a date without reducing the provisions made for non-performing assets.
) Net loans is the total loan outstanding as of a date reduced by the provisions made for non-performing assets.
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Analysis of Non-Performing Loans by Industry Sector

As of March 31,
2014 2015
(in million, except percentages)
S. Outstanding Gross % of Outstanding Gross % of
No. Sector Total NPAs Gross Total NPAs Gross
Advances NPAs to Advances NPAs to
Total Total
Advances Advances
Priority Sector
1 Agriculture and allied activities 52,165.6 583.4 1.12% 79,847.3 551.2 0.69%
2 Advances to industries sector eligible 5,623.2 60.8 1.08% 10,824.0 55 0.05%
as priority sector lending
Of which:
a) Gems and Jewellery 69.5 - - 3,274.3 - -
Construction (Other than 12.2 - - 19.5 - -
b)
Infrastructure)
c) Power - - - 5.6 - -
3 Services 124,288.2 1,502.9 1.21% 138,995.5 1,677.7 1.21%
4 Personal loans 627.4 21.1 3.36% 506.2 47.6 9.40%
Sub-total (A) 182,704.4 2,168.2 1.19% 230,173.0 2,282.0 0.99%
Non Priority Sector
1 Agriculture and allied activities - - - - - -
2 Industry 117,495.4 1,707.0 1.45% 133,010.7 1,037.0 0.78%
Of which:
a) Gems and Jewellery 10,882.4 348.0 3.20% 13,326.2 348.0 2.61%
b) Construction (Other than 17,492.4 463.5 2.65% 15,326.0 115.5 0.75%
Infrastructure)
c) Power 10,491.2 - - 24,389.7 - -
3 Services 235,099.5 1,198.7 0.51% 300,177.6 1,210.7 0.40%
4 Personal loans 20,086.5 1,134.0 5.65% 28,045.1 1,099.5 3.92%
Sub-total (B) 372,681.4 4,039.7 1.08% 461,233.4 3,347.2 0.73%
Total (A+B) 555,385.8 6,207.9 1.12% 691,406.4 5,629.2 0.81%

The table below sets out product-wise Gross NPAs in our consumer finance division as of the dates specified.

As of March 31,
2013 2014 2015
(in million, except percentages)
Outf[?an(:in Gross Outflfan(:in Gross Outflfan(:in Gross
otal ota ota

Agdvances NPAs Agdvances NPAs Agdvances NPAs

Commercial Vehicles 1,012.27 1.01% 1,334.72 1.38% 1,355.38 1.27%
Utility Vehicles 158.23 0.88% 179.50 0.87% 219.48 1.08%
Construction Equipment 318.86 1.17% 372.88 1.30% 408.11 1.44%
Small Commercial Vehicles 179.80 0.84% 179.24 0.92% 170.48 0.92%
2-Wheelers 574.75 2.95% 636.91 2.50% 720.69 2.53%
Car 150.23 0.73% 138.12 0.52% 176.82 0.56%

Gross NPA in percentage terms is computed as Gross NPA as percentage to Gross Advances of the respective products of consumer finance
division.
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Provisions for NPAs

The following table sets forth, for the periods indicated, movements in our provisions against NPAs:

For the year ended March 31,

Particulars 2013 2014

2015

(in Tmillion, except percentages)

NPA Provisions:

Total NPA provisions at the beginning of the year 2,524.1 3,210.2
Additions during the year 2,517.5 3,568.5
Reductions during the year on account of recovery and write-offs 1,831.4 2,411.3
Total NPA provisions at the end of the year 3,210.2 4,367.4

Non Accrual Policy

When an asset is classified as non-performing, interest accrual thereon is stopped and the unrealized interest is
reversed by a debit to our profit and loss account. In accordance with RBI guidelines, interest realized on NPAs
may be credited as income, provided that the interest does not come out of additional credit facilities sanctioned
to the borrower. The RBI has also stipulated that in the absence of a clear agreement between us 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, our policy is to appropriate the same
against interest. If any of a borrower’s loans are classified as an NPA, all loans to such borrower are classified

as NPAs.

For more information on the recognition and provisioning of NPAs, see “Management’s Discussion and

4,367.4
6,845.5
7,688.5
3,524.4

Analysis of Financial Condition and Results of Operations — Critical Accounting Policies — Advances”.

Policy for making Provisions for Non-Performing Assets

The RBI policy on provisioning for NPAs is described below.

Substandard assets..........c.ccceeeiiiriirninnnnn, 15% of the amount outstanding and in respect of “unsecured exposures” identified as
“substandard” an additional provision of 10% of the amount outstanding

Doubtful @SSetS ......ccovvvvrireririeeiiieieeieins Doubtful-I — 100% of the unsecured portion and 25% of the secured portion
Doubtful-11 — 100% of the unsecured portion and 40% of the secured portion
Doubtful-111 — 100% of the unsecured portion and 100% of the secured portion

LOSS @SSELS ...vuvaveieiie et 100% to be provided or written-off.

We follow the policy on NPA provisioning prescribed by the RBI.

The tables below set out our credit cost as of the dates specified.

As of March 31,
2013 2014 2015
(in Tmillion, except percentages)

A. Bad debts written off and provisions for NPA — corporate loan book 1,165.1 937.0 1,437.2
B. Bad debts written off, diminution in value/loss on sale of repossessed 1,031.0 1,699.7 1,951.9
vehicles and provisions for NPA — consumer finance loan book

Total credit costs (A+B) 2,196.1 2,636.7 3,389.1
Credit costs (basis points on net advances) 50 48 49

Floating provisions
As on March 31, 2015, we do not carry any floating provision in our books.

Provisions on standard loans

In accordance with RBI guidelines, general provision on standard assets is made at the following rates:

(@) At 1% on standard advances to Commercial Real Estate Sector;
(b) At 0.25% on standard direct advances to SME and Agriculture; and
(c) At 0.40% of the balance outstanding in other standard assets.
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Standard assets provision also includes additional provision made on restructured standard assets in compliance
with RBI guidelines.

As per RBI guidelines from fiscal year 2015 Bank has also created provision on Unhedged Foreign Currency
Exposure on account of the risk of loss arising out of adverse movements in foreign exchange rates affecting
both on-balance sheet and off-balance sheet exposures of the customers

NPA Strategy

We have utilized the SARFAESI Act to enforce our security charged to us in case of defaulting borrowers as
well to take appropriate portfolio intervention such as the sale of non-performing loans to specialized asset
reconstruction companies. We have also restructured loans to customers who have faced cash flow problems
causing delay or default in servicing their loan obligations.

Restructuring of Debt

In case of restructured or rescheduled accounts we make provisions for the sacrifice against erosion diminution
in fair value of restructured loans, in accordance with the general framework of restructuring of advances issued
by the RBI.

The erosion in fair value of advances is computed as difference between the fair values of the loan before and
after restructuring.

The fair value of the loan before restructuring is computed as the present value of cash flows representing the
interest at the existing rate charged on the advance before restructuring and the principal, discounted at a rate
equal to our BPLR or Base Rate as on the date of restructuring plus the appropriate term premium and credit
risk premium for the borrower category on the date of restructuring.

The fair value of the loan after restructuring is computed as the present value of cash flows representing the
interest at the rate charged on the advance on restructuring and the principal, discounted at a rate equal to our
BPLR or Base Rate as of the date of restructuring plus the appropriate term premium and credit risk premium
for the borrower category on the date of restructuring.

As on March 31, 2013 As on March 31, 2014 As on March 31, 2015
No. of No. of No. of
Particulars accounts Amount accounts Amount accounts Amount
(in ¥million, except percentages and number of restructured advances)
Restructured Advances 10 1,141.68 12 1,843.94 15 3,669.08
Net Advances 443,206.10 551,018.37 687,881.99
% of Restructured Advances to Net Advances 0.26% 0.33% 0.53%

Network

Following table sets forth, the extent of our branch and ATM network, on the dates specified:

March 31, 2013 March 31, 2014 March 31, 2015
Branch Network* 500 602 801
ATMs 882 1,110 1,487

* includes 44 specialized branches in March 31, 2013 and March 31, 2014 and 58 specialized branches in March 31, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and results of operations is based on our audited
financial statements as of and for the years ended March 31, 2015, March 31, 2014 and March 31, 2013, which appear
elsewhere in this Placement Document. Our audited financial statements as of and for the year ended March 31, 2015 are
subject to adoption by our shareholders in accordance with applicable law at the next annual general meeting.

You should read this discussion of our financial condition and results of operations together with the financial statements
included elsewhere in this Placement Document, along with the section “Selected Statistical Information™, which
presents important statistical information about our business. Our actual results and the timing of selected events could
differ materially from those anticipated in forward-looking statements contained in this discussion as a result of various
factors, including those set forth under “Risk Factors” and elsewhere in this Placement Document. See the section
“Forward-Looking Statements™.

Our fiscal year ends on March 31 of each year, so all references to a particular “fiscal year” are to the 12-month period
ended March 31 of that year. For a description of our business, see the section ““Our Business™. The following discussion
is based on our financial statements, which have been prepared by us in accordance with Indian GAAP, which change
from time to time. Certain information included in this section has been derived from the periodic returns filed with the
RBI which are based on our books of account and underlying records. We do not provide a reconciliation of our financial
statements to IFRS or U.S. GAAP and we have not otherwise quantified or identified the impact of the differences between
Indian GAAP and IFRS and U.S. GAAP as applied to our financial statements. As there are significant differences
between Indian GAAP and IFRS and U.S. GAAP, there may be substantial differences in our results of operations, cash
flows and financial condition if we were to prepare our financial statements in accordance with IFRS or U.S. GAAP
instead of Indian GAAP.

Overview

We are a private sector bank in India and provide a wide range of banking and financial products and services to
individual consumers and corporate and commercial entities ranging from small businesses to large companies and
government entities. Our activities are organized into the following business units:

Consumer banking;

Corporate and commercial banking;
Global markets; and

Transaction banking.

We provide a wide range of products and services aimed at different kinds of consumers and companies. We serve
individual consumers and corporate and commercial entities ranging from small businesses to large companies and
government entities and offer deposit and lending products and services and fee-based products and services. In addition,
we seek to obtain new customer relationships through branch network expansion and scale our business through the
expansion of our products and services and implementation of a customer-friendly environment that is responsive to the
customer’s needs. We are a leading financier of certain categories of commercial vehicles and we provide financial
services across the vehicle supply chain, including vehicle purchasers, manufacturers, dealers and suppliers. Our
emphasis remains on enhancing our consumer banking franchise, including retail banking and vehicle financing, and
adding and developing fee income businesses such as distribution of insurance, mutual funds and third-party mortgages,
investment banking, foreign exchange and structured products, as well as higher margin lending businesses, such as credit
cards, loans against property, business loans, personal loans, and loan against gold and gold jewellery, so as to expand our
universal banking offering. We also seek to enter other banking businesses based on market demand and profitability.
We also seek to continue to improve the quality of our balance sheet by maintaining a balanced mix of fixed rate loans,
largely in our consumer finance division for financing vehicle purchases and in our consumer banking unit for certain
loan products, and floating rate loans in our corporate and commercial business unit, and by managing our asset-liability
maturity gap, while also right-pricing assets. We believe that this helps us to withstand interest rate volatility and also
pass on interest rate movements to our floating rate loan customers. We also seek to continue to improve the ratio of our
current and savings account deposits to total deposits, expressed as a percentage (or CASA percentage) by attracting
additional retail customers and increasing current and savings account deposits, thereby reducing the cost of deposits and
our reliance on bulk deposits and maintaining our credit deposit ratio.
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We were established in 1994 as part of the select group of nine “New Private Sector Banks” licensed by the Government
of India as part of its programme of economic liberalization. As of June 30, 2015, we were one of seven “New Private
Sector Banks” operating in India.

In 2003, Indusind Enterprises & Finance Limited, a non-banking financial company and one of our promoters at the time,
merged with us. In 2004, Ashok Leyland Finance Limited, a non-banking financial company controlled by the Hinduja
Group, merged with us. Such mergers served to expand our capital base. In addition, as a result of the merger with Ashok
Leyland Finance Limited, we obtained a leadership position in consumer finance.

Several members of our senior management team joined us in February 2008, including our Managing Director & Chief
Executive Officer and other members who joined us from a competitor foreign bank in India. The team formulated our
growth strategy, which emphasized restructuring our balance sheet and business mix, improving operating efficiency,
leveraging our distribution network and resources, deepening existing customer relationships, increasing our hiring of
employees to support our strategy and expansion and improving our brand. Our current strategy is to gain market share in
strategically-selected target businesses, customer segments and geographies while improving our productivity,
profitability and efficiency parameters. We continue to focus on expanding our branch network, increasing our customer
base and cross-selling products and services, maintaining our ratio of advances to deposits, maintaining our focus on asset
quality, delivering innovative products and services and enhancing responsiveness in all aspects of our business.

Besides our financial statements, we use a variety of key metrics to measure our financial performance. We continue to
measure our performance through our productivity, profitability and efficiency parameters. The following table sets out
certain key metrics in our performance over the past three fiscal years:

Fiscal year ended March 31,

2013 2014 2015
Net interest margin® 3.43 3.71 3.62
Cost to income? 48.84 45.71 46.80
Net NPAs® 0.31 0.33 0.31
Return on assets* 1.63 1.81 1.90
Return on equity® 17.78 17.53 19.21
Revenue per employee® (X million) 3.13 3.07 3.05

1. Net interest margin is the ratio of net interest income to average total assets, expressed as a percentage. Net interest income equals the difference in
amount of interest income from interest-earning assets and the amount of interest expense for interest-bearing liabilities. The average total assets is
the simple average of the monthly balances of total assets, extracted from the monthly returns in Form X filed with the RBI which is from books of
accounts.

2. Cost to income is the ratio of operating expenses (which does not include interest paid or provisions and contingencies) to the sum of net interest
income and other income, expressed as a percentage.

3. Net NPAs is the ratio of net NPAs to net advances, expressed as a percentage.

4. Return on assets is the ratio of net profit to average total assets, expressed as a percentage. The average total assets is the simple average of the
monthly balances of total assets, extracted from the monthly returns in Form X filed with the RBI which is from books of accounts.

5. Return on equity is the ratio of net profit to average equity, expressed as a percentage. Equity includes share capital plus reserves and surplus plus
employee stock options, minus revaluation reserves. Average equity is the simple average of the equity at the beginning and at the end of the period.

6. Revenue per employee is the ratio of the sum of net interest income and other income during the period divided by the number of our employees as
of the end of such period.

We intend to continue to increase and diversify our customer base and delivery channels. We had 500, 602 and 801
branches as of March 31, 2013, March 31, 2014 and March 31, 2015, respectively. We plan to continue to increase the
number of our branches over the next few years. We have also submitted applications to the RBI for opening an
international finance service centre banking unit at Gujarat International Finance Tec-City, Gandhinagar, Gujarat and
additional offices abroad.

In the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, our total income was ¥83,461.93 million,
%101,440.63 million and ¥120,958.37 million, respectively, representing a CAGR of 20.39% for the three-year period
ended on March 31, 2015. In the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, our net profit
was %10,611.83 million, ¥14,080.22 million and ¥17,937.15 million, respectively, representing a CAGR of 30.01% for
the three-year period ended on March 31, 2015. Our total assets have increased from ¥733,065.15 million as of March
31, 2013, to ¥870,259.31 million as of March 31, 2014, to ¥1,091,159.19 million as of March 31, 2015, representing a
CAGR of 22.00% from March 31, 2013 to March 31, 2015.

Total Income

Our total income consists of interest earned and other income.
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Interest earned includes interest on advances, income on investments and interest on balances with the RBI and other
inter-bank funds. Income on investments consists of interest from securities and our other investments. We also earn
interest income from deposits that we maintain with other banks. Our investment portfolio consists primarily of
Government and state government securities. We meet SLR requirements through investments in these and other
approved securities. We also hold debentures and bonds issued by companies, commercial paper, mutual fund units and
security receipts issued by asset reconstruction companies. Our deposits under the Rural Infrastructure Development Fund
scheme are also included under our investments. Our interest income is affected by fluctuations in interest rates as well as
the volume of the activity. Interest rates are highly sensitive to many external factors beyond our control, including
growth rates in the economy, inflation, money supply, the RBI’s monetary policies, competition, deregulation of the
financial sector in India, domestic and international economic and political conditions and other factors.

Our other income consists principally of fee-based income, such as trade fees, commissions, processing fees, incidental
charges such as account maintenance fees and sundry charges, net profit on the sale of investments, net profit on the sale
of land, buildings and other assets, foreign exchange and brokerage income, including net profit from the sale of currency
and interest rate derivatives and other structured products, income earned from dividends from companies in India and
miscellaneous income which includes recovery from written-off accounts. Fee-based income includes income from
activities of our global markets business unit which handles foreign exchange and derivative transactions, fees and
charges for services in our transactional banking business unit, such as cash management services, remittance services,
documentary credits, letters of credit and issuance of guarantees and general banking charges, service charges, processing
fees on customer accounts, joining fees transaction fees on debit cards and credit cards. Fee-based income also includes
commissions on sales of third-party products, such as insurance, third-party mortgage products and mutual funds and
commissions on the sale of gold bullion and gold coins, however, we ceased the sale of gold coins in August 2013 after
the RBI issued a circular prohibiting the import of gold coins. Our other income also includes account maintenance fees
charged to our customers and processing fees on loans to customers, including on our newer loan products such as
personal loans, gold loans, business loans and loans against property. We also earn fee-based income from investment
banking services, which include origination, syndication and restructuring of debt, mergers and acquisitions advisory
services, private equity placement and structured finance (including customized structured trade finance) provided to
large and medium sized companies.

Expenditure
Our expenditure consists of interest expended, operating expenses and provisions and contingencies.

Our interest expended consists of the interest paid on deposits and borrowings, including on the RBI and other inter-bank
borrowings, refinance from NABARD, SIDBI and other institutions, and on our subordinate debt and senior unsecured
long-term infrastructure bonds. As part of our liquidity management, we seek financing from institutions such as SIDBI
and NABARD from time to time in order to obtain a stable source of financing. Such sources are typically longer tenor
borrowings on a fixed rate basis. Our interest expended is affected by fluctuations in interest rates, our deposit mix and
business volumes. Our non-interest expenditure consists principally of operating expenses, which includes expenses for
wages and employee benefits, lease rentals and related expenses such as electricity charges paid on premises, depreciation
on fixed assets, insurance, repairs and maintenance, printing and stationery, advertising and publicity, auditors’ and
directors’ professional fees and expenses, legal charges, postage and telecommunications and other expenses which
include fees paid to third-party and outsourcing service providers. Our provisions towards standard assets, including for
advances to clients with unhedged foreign currency exposure, provisions towards non-performing assets and write-off of
bad loans, depreciation and provisions on investments and towards operational losses, including frauds, and income tax
and other taxes are included in provisions and contingencies.

Financial Performance Indicators

Besides our financial statements, we use a variety of indicators to measure our financial performance. These indicators are
presented in tables in the section “Selected Statistical Information”. Our net interest income represents the difference in
the amount of interest income earned from interest-earning assets and the amount of interest expense incurred on interest-
bearing liabilities. Net interest margin for any given period represents the ratio of net interest income to average total
assets, expressed as a percentage. The average total assets is the simple average of the monthly balances of total assets,
extracted from the monthly returns in Form X filed with the RBI. We calculate, among others, (i) the yield on the average
of advances, (ii) the yield on the average of investments, (iii) the cost of the average of deposits and (iv) the cost of the
average of borrowings. Our cost of funds is our interest expended divided by our average total liabilities, expressed as a
percentage. Interest expense includes the interest cost of the unsecured subordinated bonds that we issued for Tier Il
capital adequacy purposes. In our financial statements, these bonds are accounted for as subordinated debt and form part
of our borrowings.
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Factors Affecting Our Financial Results

The majority of our income comprises interest earned on credit facilities to clients, interest earned on investments and fee
income. Our major expenses comprise interest expense on deposits and short-term borrowings and loans from banks and
financial institutions, operating expenses and provisions and contingencies.

Our financial results will be influenced by macroeconomic factors, including growth and inflation in the Indian economy,
and, in particular, factors affecting the transportation sector. We are also vulnerable to interest rate volatility and changes
in banking regulation and fiscal policy. Our results will also depend on our ability to attract new customers and additional
business volumes from existing and new customers. Our business is subject to various other risks and uncertainties,
including those discussed in the section “Risk Factors”.

The following is a discussion of certain factors that have had, and we expect will continue to have, a significant effect on
our financial results.

Availability of cost-effective funding sources

Our current and savings account deposits as of March 31, 2013, March 31, 2014 and March 31, 2015 were ¥158,673.58
million, ¥196,909.15 million and ¥252,995.94 million, respectively, resulting in CASA percentages as of March 31, 2013,
March 31, 2014 and March 31, 2015 of 29.32%, 32.55% and 34.13%, respectively. We continue to be relatively
dependent on corporate term deposits and inter-bank funding. Within our low cost current and savings account deposits,
we expect that growth in savings account deposits will outweigh growth in current account deposits in future, in part due
to increased adoption of various electronic fund transfer methods available to potential customers contributing to a
decrease in our current account deposits.

Our number of branches increased from 500 as of March 31, 2013 to 602 as of March 31, 2014 and further increased to
801 branches as of March 31, 2015. We plan to continue to increase the number of our branches over the next few years.

Our ability to meet demand for new loans and lower our cost of funding will depend on our ability to continue to
broadbase our deposit profile, including by using our branch expansion strategy, our ability to attract and retain new
customers to existing and new branches, and our continued access to term deposits from the retail, corporate and inter-
bank market. Our debt service costs and cost of funds 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 will impact our cost of funds include changes in our credit ratings,
available credit limits and our ability to mobilize low-cost deposits, particularly from retail customers.

Ability to build scale and scope in our businesses while maintaining or increasing profitability

Our ability to grow our business and increase profitability, including by increasing our net interest income and fee
income, will depend on a variety of factors. These include our ability to effectively manage our branch network expansion
while scaling up our offerings across customer segments; our ability to identify and harness new areas of growth and to
anticipate and respond to the needs of our customers and successfully cross-sell our products and services to them; our
ability to maintain and improve the quality of our customer service and brand effectively across businesses; our ability to
control costs and operating expenses with the growth of our business and the expansion of our branch network; our ability
to introduce and successfully implement technology initiatives and customer friendly innovations; the efficacy of our risk
management methods to accurately assess the risks related to our growth and in newer businesses, and to address risk on a
larger scale and with respect to a more varied group of customers and businesses; our ability to monitor the quality of our
balance sheet through our centralized processing methods for corporate and consumer lending and deposit activities; our
ability to manage our NPAs; and our ability to successfully integrate and manage any acquired businesses.

Impact of interest rate volatility

Our results of operations depend to a great extent on our net interest income. Net interest income represents the excess of
interest earned from interest-bearing assets (performing assets and investments) over the interest paid on customer
deposits and borrowings. Volatility in interest rates affect the interest rates we charge on our interest-earning assets and
that we pay on our interest-bearing liabilities. Loans disbursed by our consumer finance division and certain categories of
loan products disbursed to retail customers are typically on a fixed rate basis, while our corporate loans are largely on a
floating rate basis. As of March 31, 2015, our consumer banking advances, including loans disbursed by our consumer
finance division, represented 41.30% of our total net advances and our corporate and commercial banking advances
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represented 58.70% of our total net advances. Therefore, if interest rates were to increase, we may not be able to pass on
our increased cost of funds to all our loan customers in the form of higher interest rates quickly and, conversely, if interest
rates were to decrease, our overall yield on our advances may lag such decreases, although other factors, including
regulation and competition, may also impact these trends. In addition, since the maturities of our loans and investments
tend to be more long-term than our deposits, any faster increase or slower decrease in the interest rates that we must pay
our depositors relative to the interest rates we charge our borrowers, may cause our net interest income to decrease.
Interest rates are highly sensitive to many external factors beyond our control, including growth rates in the economy,
inflation, money supply, the RBI’s monetary policies, competition, deregulation of the financial sector in India, domestic
and international economic and political conditions and other factors. Our ability to withstand interest rate volatility will
depend on our success in maintaining our asset mix of fixed rate and floating rate loans and in managing our asset-
liability maturity gap while also right-pricing assets. For further information, see “Selected Statistical Information —
Asset Liability Gap”.

Ability to achieve operating efficiencies

We use several methods to achieve operating efficiencies, such as centralizing our processing (including with respect to
account-opening for current, savings and fixed deposits, processing of trade finance transactions and remittance
transactions, expense-related processing and customer maintenance transactions, including the issue of cheque books and
updating customer records), upgrading and rationalizing infrastructure and technology, adopting continuous process and
system improvement measures such as implementation of new core banking, treasury and trade finance systems, creating
alternative channels to service customers enabling our customer facing relationship staff to spend more time on sales and
customer relationship management, tracking and improving cost efficiency, streamlining documentation and business
process management through technology, recruitment and training of our workforce, particularly in customer-facing
businesses, and by outsourcing certain activities related to consumer finance business sourcing, collection and operations,
off-site ATM operations, transaction processing in respect of credit cards and microfinance sourcing, monitoring and
collection activities. On the other hand, our operating costs continue to rise owing to our growth strategy as we
significantly widen our branch network and hire more employees. Our ability to sustain our growth strategy and increase
the yield on our investments will depend on our continued success at achieving reductions in these costs and achieving
operating efficiencies.

Ability to monitor asset quality and manage risk

Our total assets have grown from ¥733,065.15 million as of March 31, 2013 to ¥1,091,159.19 million as of March 31,
2015. We monitor credit risk at the transaction level as well as the portfolio level. Our net NPAs were ¥1,367.60 million,
%1,840.49 million and ¥2,104.76 million as of March 31, 2013, March 31, 2014, March 31, 2015 respectively, while our
gross NPAs were ¥4,577.77 million, ¥6,207.86 million and ¥5,629.21 million, respectively, as of the same dates. Our net
NPA ratio was 0.31%, 0.33% and 0.31% as of March 31, 2013, March 31, 2014 and March 31, 2015, respectively, while
our gross NPA ratio was 1.03%, 1.12% and 0.81%, respectively, as of the same dates. Our ability to contain the NPAs at
these levels has improved our financial performance over the aforementioned periods. We have enterprise-wide risk
management systems to manage credit risk, market risk and operational risk.

As the average size of corporate loans in our loan portfolio is substantially larger than the average size of our retail loans,
any major defaults in our corporate loans can significantly impact our overall portfolio of assets. Accordingly, our ability
to manage NPAs is directly related to our ability to effectively manage the composition of our advances and monitor our
asset quality. In respect of NPAs sold to securitization or reconstruction companies at a price below the net book value,
we are permitted, under the current RBI regulations, to amortize the shortfall to our profit and loss account over a period
of two years. For example, we have sold such NPAs in the fiscal year ended March 31, 2015 and are so amortizing the
loss on such sale as further discussed below. We may also acquire loan portfolios from time to time which may impact
our asset quality. For example, in April 2015, we entered into an agreement to acquire the diamond and jewellery
financing business with a loan portfolio and a related deposit portfolio of The Royal Bank of Scotland N.V. in India,
which is subject to regulatory approvals. Our ability to reduce or contain the level of our gross and net NPA ratios may
also be impacted by a number of factors beyond our control, such as depressed economic conditions, including with
respect to specific industries to which we are exposed, decreases in agricultural production, increases or decreases in
commodity prices, adverse fluctuations in interest and exchange rates or adverse changes in Indian policies, laws or
regulations, increased competition and also on our ability to manage our risk.

Our ability to manage risk also depends on our ability to monitor off-balance sheet items, which include liabilities on
account of outstanding derivative contracts, liabilities on account of outstanding forward exchange contracts and
guarantees given on behalf of constituents. Our contingent liabilities on account of outstanding derivative contracts
increased from %295,401.47 million as of March 31, 2013 to %792,176.71 million as of March 31, 2015 and on account of
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outstanding forward exchange contracts increased from ¥794,386.55 million as of March 31, 2013 to ¥961,873.12 million
as of March 31, 2015. Our contingent liabilities on account of guarantees given on behalf of constituents increased from
%193,810.09 million as of March 31, 2013 to ¥279,879.22 million as of March 31, 2015. If the liabilities on account of
outstanding derivative contracts and liabilities on account of outstanding forward exchange contracts were to materialize
due to a counterparty default, we may incur a loss to the extent of the difference between the contracted price and the
trade price on the date of settlement. Our ability to manage risks from guarantees given on behalf of constituents depends
on our ability to realize collateral related to such transactions.

Ability to grow our fee income

Our ability to increase profitability will depend, among other factors, on our success in increasing our fee income from
existing businesses related to and broadly independent of our base of deposits and advances, as well as adding such new
businesses while properly assessing related risks. Non-fund based offerings such as trade letters of credit, financial and
performance bank guarantees, forward exchange contracts, and currency and interest rate derivative products are
significant activities from which we earn fee income. Our contingent liability on account of outstanding forward
exchange contracts increased from ¥794,386.55 million as of March 31, 2013 to ¥961,873.12 million as of March 31,
2015, representing a CAGR of 10.04% and our contingent liability on account of outstanding derivative contracts
increased from ¥295,401.47 million to ¥792,176.71 million as of March 31, 2015, representing a CAGR of 63.76%. We
also earn commissions and other income from sales of third-party products. Our ability to increase profitability will
depend on our ability to sustain and grow non-fund based businesses, while assessing and managing the attendant credit,
business and other risks. However, the increasing sophistication of our customers, offerings of similar products and
services by our competitors, changes in the regulatory environment impacting our operations or marketability of certain
third-party products as well as our decision to restrict or cease to offer any such product or services based on our
assessment of the costs and benefits may adversely impact our ability to grow our fee income.

In addition, changes in regulation may adversely affect our ability to earn commissions and other income from the sales
of existing and new third-party products. For example, by its guidelines dated June 28, 2010, the IRDAI stipulated limits
on fees and charges associated with certain insurance products, commonly known as unit-linked insurance plans (ULIPs),
in which the policy value at any time varies with the value of the underlying assets. In addition, the SEBI has prohibited
entry loads and any additional management fees for mutual funds schemes and limited the amount that asset management
companies can pay to distributors of mutual funds. In February 2015, the Association of Mutual Funds of India, a self-
regulatory organization of mutual funds, suggested voluntary caps on certain distribution fees. Any related regulations or
guidelines framed, including by the SEBI, may have an adverse impact on our fee income from the distribution of mutual
funds. Further, in October 2012, the IRDAI released the draft Insurance Regulatory and Development Authority
(Licensing of Bancassurance Entities) Regulations, 2012 that propose to cap the amount paid or contracted to be paid as
commission to bancassurance agents at 85% of the limit specified in Section 40A of the Insurance Act, 1938 and the
maximum amount to be paid for sharing of the infrastructure, cost of training and incentive to specified persons at 2.50%
of the annualized premium, which if enacted, would adversely affect our fee income in this business. In May 2015, the
IRDAI released a revised exposure draft of the Insurance Regulatory and Development Authority of India (Registration of
Corporate Agents) Regulations, 2015, pursuant to which it is proposed to permit banks to enter into arrangements with a
maximum of three life insurers, three general insurers and three health insurers. However, the final form or effect of such
regulations and restrictions on dealing with more than one insurer are as yet uncertain. Further, pursuant to the Insurance
Regulatory and Development Authority (Linked Insurance Products) Regulations, 2013 and the Insurance Regulatory and
Development Authority (Non-Linked Insurance Products) Regulations, 2013, the IRDAI stipulated restrictions on the
maximum amount payable as commissions or remuneration in respect of certain linked and non-linked insurance policies.
The impact of these regulations is as yet uncertain. In 2013, the IRDAI imposed a penalty of 0.5 million on us for
receiving payment above the permissible commission limits from Aviva Life Insurance Company India Limited as
reimbursement for the use of our infrastructure. Because of such regulatory changes and actions, as well as any regulation
in the future that would reduce or impose caps on fees and charges on, or otherwise impact the marketability of, third-
party products, including insurance and mutual funds, our fee income from the sales of such products may be adversely
affected.

Economic growth and its impact on our business

Our financial condition and results of operations are influenced by the general economic conditions prevailing in India.
Real GDP growth in India was 4.5%, 4.7% and 5.9% for the fiscal years ended March 31, 2013, March 31, 2014 and
March 31, 2015, respectively, according to the Economic Survey of India 2014-15. In addition, the economic growth of
India is also affected by the global economy, and we may be impacted to the extent we service businesses that depend
largely on cross-border economic activity and on the global economy generally.
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In its Second Bi-monthly Monetary Policy Statement, 2015-16 announced in June 2015, the RBI noted that the global
recovery was still slow and getting increasingly differentiated across regions. The RBI noted the shrinking of the United
States economy in the first quarter, the easing of the financial conditions in the Euro area, the surprising growth in Japan
and the continued deceleration in China. For most emerging market economies, the RBI believes that the macroeconomic
conditions remain challenging due to domestic fragilities, exacerbated by bouts of financial market turbulence. The RBI
also noted that even without a decisive economic recovery or adverse geopolitical shocks, oil prices appeared to be
volatile. The volatility of the global financial markets was also noted, with risk-on risk-off shifts induced by changing
perceptions of monetary policies in the advanced economies. Volatility in global bond markets has increased with a
number of factors such as: unwinding of European assets by investors due to the Greek crisis; rapidly changing
expectations around the United States Federal Reserve’s forward guidance; sharp movements in crude prices; and market
corrections due to changes in risk tolerance.

The RBI noted that the Central Statistics Office of India had revised downwards its estimate of India’s gross value added
(GVA) at basic prices for 2014-2015 by 30 basis points from its advance estimates. Domestic economic activity
remained moderate in the three month period ended June 30, 2015. Agricultural activity was adversely affected by
unseasonal rains and hailstorms in north India during March 2015, impinging on an estimated 9,400,000 hectares of area
sown under the rabi crop. Reflecting this, the third advance estimates of the Ministry of Agriculture indicated a
contraction in food grains production by more than 5% in relation to the preceding year’s level. Successive estimates
point to a worsening of the situation, with the damage to crops like pulses and oilseeds — where buffer food stocks are not
available in the central pool — posing an upside risk to food inflation. For the kharif season, the outlook is clouded by the
first estimates of the India Meteorological Department which predicted that the southwest monsoon will be 7% below the
long period average and by the confirmation provided by Australian Bureau of Meteorology regarding the onset of El
Nino. Industrial production has been recovering, albeit unevenly. The sustained weakness of consumption spending,
especially in rural areas as indicated in the slowdown in sales of two-wheelers and tractors, continued to operate as a
drag. The RBI noted mixed signals from the service sector. In April 2015, retail inflation measured by the consumer
price index decelerated for the second month in a row, supported by favorable base effects (of about (-)0.8%) that
moderated the rise in the price index for the fourth successive month. Food inflation softened to a contra-seasonal four-
month low, with the impact of unseasonal rains yet to show up. Vegetables inflation continued to ease, along with that of
other sub-groups such as cereals, oil, sugar and spices. On the other hand, protein items, especially milk and pulses,
continued to indicate upward inflationary pressures. The RBI remained concerned on the risk of inflation due to the
prediction of a below-normal southwest monsoon, crude price firming up amidst considerable volatility and volatility in
the external environment.

The growth prospects of our business, including the quality of our assets and our ability to grow our asset portfolio and
deposit base and implement our strategy, are influenced by the growth rate of the economy as a whole. The level of credit
disbursed, recovery of loans and demand for vehicles are all affected by these factors. Any slowdown in the growth of the
Indian economy or the economies of other countries, coupled with inflationary pressures, could adversely impact our
business.

Regulations and policies for Indian banks

Our operations are regulated by the RBI. The Government, through the RBI, is actively involved in the management of
the Indian economy and in implementing their social policies. Accordingly, we are subject to changes in regulations
relating to reserve requirements (designed to maintain the strength of the Indian banking sector but also to reduce
liquidity and therefore the availability of credit) and requirements to lend to certain priority sectors and requirements
discouraging lending in certain specified sectors, such as real estate, commodities and capital markets, etc. We are also
subject to periodic inspection by the RBI. See the section “Regulations and Policies” for details.

RBI cash and liquidity requirements:

Commercial banks in India are subject to two kinds of statutory reserve requirements: Cash Reserve Ratio (“CRR”) and
Statutory Liquidity Ratio (“SLR”). Currently, the RBI requires a CRR of 4.0% of our NDTL. The RBI is vested with the
power to prescribe CRR without any ceiling limits and is not obliged to pay interest on CRR, which has adversely
impacted our profitability. The CRR on our NDTL was 4.75% in April 2012 which was reduced to 4.50% in September
2012 and 4.25% in February 2013. Subsequently, the CRR was reduced to the current level of 4.0% in March 2013.

The RBI is empowered to increase the SLR up to 40% of a bank’s NDTL, and has the discretion to fix the floor and
ceiling levels of the SLR. Currently, the RBI requires an SLR of 21.50%. Although the SLR is intended as a measure to
maintain the liquidity of banks, it has adverse implications for the banks’ ability to expand credit. Changes in interest
rates also impact the valuation of our SLR portfolio and thereby affect our profitability.
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With effect from January 1, 2015, the RBI has introduced a requirement for commercial banks in India to maintain a
Liquidity Coverage Ratio (“LCR”). The LCR measures the bank’s ability to manage and survive for 30 days under a
significant stress scenario that combines an idiosyncratic as well as a market-wide shock that would result in accelerated
withdrawal of deposits from retail as well as wholesale depositors, partial loss of secured funding, increase in collateral
requirements and unscheduled draw down of unused credit lines. At least 60% of the net cash outflows in the next 30
days, computed with these assumptions of a stressed scenario, are required to be supported by High Quality Liquid Assets
(“HQLA”). The requirement to maintain HQLA will be progressively increased to 70% with effect from January 1, 2016,
80% with effect from January 1, 2017, 90% with effect from January 1, 2018 and 100% with effect from January 1, 2019.
Such requirement to maintain HQLA has adversely impacted our profitability and any increase in the requirement will
further adversely impact the profitability.

RBI norms relating to general provisioning and provisioning against NPAs:
The RBI sets prudential norms in respect of income recognition, asset classification and provisioning.

In October 2009, the RBI directed banks to augment their provisioning cushions consisting of specific provisions against
NPAs, as well as floating provisions, and ensure that their total provisioning coverage ratio, or PCR, including floating
provisions, is not less than 70% by not later than September 30, 2010. In April 2011, the RBI relaxed this requirement
and stated that banks should maintain a minimum PCR of 70% with reference to the gross NPA position as of September
30, 2010 and that the surplus of the provision under the applicable prudential norms should be segregated into an account
called the “countercyclical buffer”, which can be used by the banks for making specific provisions for NPAs during any
system-wide downturn with the prior approval of the RBI. In February 2014, the RBI allowed banks to utilize
countercyclical buffer and floating provisions to meet with the shortfall, if any, on sale of NPAs to asset reconstruction
companies.

As of March 31, 2015, our provisioning coverage ratio was 62.61%. Any changes in the regulatory framework regarding
provisioning for NPAs could adversely affect our profitability and consequently our net worth. In March 2012, the RBI
introduced a discussion paper on dynamic provisioning, which if implemented in its current form may require
significantly higher “expected loan loss” provisions as compared to the current level of provision on standard assets at
0.40% of standard assets. In February 2014, the RBI indicated that banks should develop necessary capabilities to
compute their long term average annual expected loss for different asset classes, to enable switching over to the dynamic
provisioning framework. The final timing or form of such requirements is as yet uncertain.

RBI norms on CRAR and Basel 11l compliance:

We are currently required to maintain a CRAR of 9% in relation to our total risk-weighted assets. With effect from
January 1, 2013, the Basel Il capital regulations as specified by the RBI in accordance with the capital adequacy norms
announced by the Basel Committee on Banking Supervision are being implemented in a phased manner. Under the Basel
111 capital requirements, banks are required to improve the quantity, quality and transparency of Tier 1 capital and meet
heightened liquidity requirements. By March 2019, when the Basel 111 norms are fully implemented, the capital funds
together with capital conservation buffer (“CCB”) are required to be 11.5% of risk weighted assets. As of March 31,
2015, our Core Equity Tier 1 capital ratio was 11.22% and our CRAR was 12.09%. The capital adequacy requirements
prescribed by Basel 111 norms are more stringent than the requirements prescribed by the earlier norms and compliance
with such requirements will have an impact on our financial results, including certain key indicators of financial
performance, such as the return on equity.

Revision to Indian GAAP:

The Institute of Chartered Accountants of India has issued a set of Indian Accounting Standards (“Ind-AS”) that are in
convergence with the International Financial Reporting Standards (“IFRS”). On January 2, 2015, the Ministry of
Corporate Affairs, Government of India, announced through a press release the revised roadmap for implementation of
Ind-AS for companies other than banking companies, insurance companies and non-banking finance companies. It is
uncertain as to how the convergence with the new accounting standards, once applicable, will impact the financial results
reported by Indian banks.

Income Computation and Disclosure Standards with regard to Income Tax in India:

The Government of India has issued a set of Income Computation and Disclosure Standards (“ICDS”) that are required to
be applied in computing taxable income and payment of income taxes thereon, effective from April 1, 2015. This is the
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first time such specific standards have been issued for income taxes in India, and the impact of the ICDS on our tax
incidence is uncertain.

Critical Accounting Policies

Our financial statements are prepared under the historical cost convention and conforming to the statutory provisions and
practices within the banking industry in India. The preparation of the financial statements in conformity with Indian
GAAP requires estimates and assumptions to be made that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities on the date of the financial statements and the reported amounts of revenues and
expenses during the years ended on the date of the financial statements. Differences between the actual results and
estimates are recognized in the year in which the results are known or have materialized. Our significant accounting
policies are more fully described under the notes to our financial statements in the section “Financial Statements”. The
following are our critical accounting policies, in accordance with the applicable accounting standards read with the RBI
guidelines issued in this regard, and in general conformity with the statutory provisions and practices prevailing within
the banking industry in India:

Transactions involving foreign exchange

Monetary assets and liabilities denominated in foreign currency are translated as at the balance sheet date at the closing
rates of exchange notified by the Foreign Exchange Dealers’ Association of India (“FEDAI”) and the resulting gains or
losses are recognized in the profit and loss account. Non-monetary items which are carried in terms of historical cost
denominated in a foreign currency are reported using the exchange rate at the date of the transaction; and non-monetary
items which are carried at fair value or other similar valuation denominated in a foreign currency are reported using the
exchange rates that existed when the values were determined. All foreign exchange contracts outstanding as at the
balance sheet date are re-valued on present value basis and the resulting gains or losses are recognized in the profit and
loss account. The swap cost arising on account of foreign currency swap contracts to convert foreign currency funded
liabilities and assets into rupee liabilities and assets is charged to the profit and loss account as “interest — others” by
amortizing over the underlying swap period. Income and expenditure denominated in a foreign currency are translated at
the rates of exchange prevailing on the date of the transaction. Contingent liabilities at the balance sheet date on account
of outstanding forward foreign exchange contracts, guarantees, acceptances, endorsements and other obligations
denominated in foreign currency are stated at the closing rates of exchange notified by the FEDAL.

Investments

In accordance with RBI guidelines we classify our investment portfolio at the time of purchase into one of the following
three categories:

e Held to maturity (“HTM”) — Securities acquired by us with the intention to hold till maturity.
e Held for trading (“HFT”) — Securities acquired by us with the intention to trade.
e Available for sale (“AFS”) — Securities which do not fall within the above two categories.

Subsequent re-characterization among the categories is done in accordance with RBI guidelines.
Classification of investments:
For the purposes of disclosure in our balance sheet, we divide our investments into six groups: (i) Government securities,
(ii) other approved securities, (iii) shares, (iv) debentures and bonds, (v) investments in subsidiaries and joint Ventures,
and (vi) other investments.
Acquisition cost:

e Broken period interest on debt instruments is treated as a revenue item.

e Brokerage, commission, etc. pertaining to investments, paid at the time of acquisition is charged to the profit

and loss account.
e Cost of investments is computed based on the weighted average cost method.

Valuation of investments:

e HTM —Each security in this category is carried at its acquisition cost. Any premium on acquisition of the
security is amortized over the balance period to maturity. The amortized amount is classified under “interest
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earned — income on investments”. The book value of the security is reduced to the extent of amount amortized
during the relevant accounting period. Diminution, other than temporary, in the value of such investments is
determined and provided for each investment individually.

HFT — Securities are valued scrip-wise and depreciation or appreciation is aggregated for each classification.
Net appreciation in each classification is ignored, while net depreciation is provided for.

AFS — Securities are valued scrip-wise and depreciation or appreciation is aggregated for each classification.
Net appreciation in each classification, is ignored, while net depreciation is provided for.

The market value of government securities (excluding treasury bills) is determined on the basis of the prices or
yield to maturity (“YTM”) declared by the Primary Dealers Association of India (“PDAI”) jointly with the
Fixed Income Money Market and Derivatives Association (“FIMMDA”).

Treasury bills are valued at carrying cost, which includes discount amortized over the period to maturity.

The fair value of other debt securities is determined based on the yield curve and spreads provided by the
FIMMDA.

Quoted equity shares are valued at cost or the closing price on a recognized stock exchange, whichever is lower.
Unquoted equity shares are valued at their break-up value or at Re. 1 per company where the latest balance sheet
is not available.

Units of schemes of mutual funds are valued at the lower of cost and net asset value (“NAV”) provided by the
respective schemes of mutual funds.

Investments in equity shares formerly held as long-term investments by Indusind Enterprises & Finance Limited
and Ashok Leyland Finance Limited prior to their mergers (since merged with us) are valued at cost and
classified as part of the HTM category. Provision towards diminution in the value of such long-term
investments is made only if the diminution in value is not temporary in the opinion of management.

Security receipts (“SRs”) are valued at the lower of redemption value or the NAV obtained from the
securitization or reconstruction company.

Trade date method of accounting is followed for purchase and sale of investments, except for Government of
India and State Government securities where settlement date method of accounting is followed in accordance
with the RBI guidelines.

Provision for non-performing investments is made in conformity with RBI guidelines.

Repurchase (“Repo”) or reverse repurchase (“Reverse Repo”) transactions (except transactions under liquidity
adjustment facility (“LAF”) with the RBI) are accounted for as borrowing and lending, respectively. On
completion of the second leg of the Repo or Reverse Repo transaction, the difference between the consideration
amounts is reckoned as Interest Expenditure or Income. Amounts outstanding in Repo or Reverse Repo
accounts as at the balance sheet date are shown as part of borrowings or money at call and at short notice,
respectively, and the accrued expenditure or income until the balance sheet date is recognized in the profit and
loss account.

In respect of repo transactions under LAF with the RBI, monies borrowed from the RBI are credited to
investment account and reversed on maturity of the transaction. Costs thereon are accounted for as interest
expense. In respect of reverse repo transactions under LAF, monies lent to the RBI are debited to the investment
account and reversed on maturity of the transaction. Revenues thereon are accounted for as interest income.

In respect of the short sale transactions in Central Government dated securities, the short position is covered by
outright purchase of an equivalent amount of the same security within a maximum period of three months
including the day of trade. The short position is reflected as the amount received on sale in a separate account
and is classified under “Other Liabilities”. The short position is marked to market and loss, if any, is charged to
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the profit and loss account, while gain, if any, is not recognized. Profit or loss on settlement of the short position
is recognized in the profit and loss account.

e  Profit in respect of investments sold from the HTM category is included in the profit on sale of investments and
an equivalent amount (net of taxes, if any, and transfer to statutory reserves as applicable to such profits) is
appropriated from the profit and loss appropriation account to capital reserve account.

e In the event, provisions created on account of depreciation in the AFS or HFT categories are found to be in
excess of the required amount in any year, the excess is credited to the profit and loss account and an equivalent
amount (net of taxes, if any, and net of transfer to statutory reserves as applicable to such excess provisions) is
appropriated to an investment reserve account (“IRA”).

The balance in the IRA account is used to meet provisions on account of depreciation in the AFS and HFT
categories by transferring an equivalent amount to the profit and loss appropriation account, as and when
required.

Derivatives
Derivative contracts are designated as hedging or trading and accounted for as follows:

e The hedging contracts comprise forward rate agreements, interest rate swaps and currency swaps undertaken to
hedge interest rate and currency risk on certain assets and liabilities. The net interest receivable or payable is
accounted on an accrual basis over the life of the swaps. However, where the hedge is designated with an asset
or liability that is carried at market value or lower of cost and market value, then the hedging instruments is also
marked to market with the resulting gain or loss recorded as an adjustment to the market value of designated
assets or liabilities.

e The trading contracts comprise trading in interest rate swaps, interest rate futures and currency futures. The gain
or loss arising on unwinding or termination of the contracts, is accounted for in our profit and loss account.

Trading contracts outstanding as at the balance sheet date are re-valued at their fair value and resulting gains or
losses are recognized in the profit and loss account.

e Gains or losses on the termination of hedge swaps are deferred and recognized over the shorter of the remaining
life of the hedge swap or the remaining life of the underlying asset or liability.

e Premiums paid and received on currency options are accounted when due in the profit and loss account.

e Provisioning for overdue customer receivables on derivative contracts is made in accordance with the RBI
guidelines.

Advances

. Advances are classified, in accordance with the RBI guidelines, into standard, sub-standard, doubtful and
loss assets after considering subsequent recoveries to date.

. Specific provisions for non-performing advances and floating provisions are made in conformity with the
RBI guidelines.
. A general provision on standard assets is made in accordance with the RBI guidelines. Provision made

against standard assets is included in “Other Liabilities and Provisions”.

. Advances are disclosed in the balance sheet, net of provisions and interest suspended for non-performing
advances, and floating provisions.

. Advances exclude derecognized securitized advances, inter-bank participation certificates issued and bills
rediscounted.
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Amounts recovered during the year against bad debts written off in earlier years are recognized in the profit
and loss account.

Provisions no longer considered necessary in the context of the current status of the borrower as a
performing asset, are written back to the profit and loss account to the extent such provisions were charged
to the profit and loss account.

For restructured or rescheduled assets, provision is made in accordance with the guidelines issued by the
RBI, which requires the diminution in the fair value of the assets to be provided at the time of restructuring.
The restructured accounts are classified in accordance with the RBI guidelines, including special
dispensation wherever allowed.

Securitization transactions and direct assignments

We transfer our loan receivables both through direct assignment route as well as transfer to special purpose
vehicles (“SPV”).

The securitization transactions are without recourse to us. The transferred loans and such securitized
receivables are de-recognized as and when these are sold (true sale criteria being fully met) and the
consideration has been received by us. Gains or losses are recognized only if we surrender the rights to the
benefits specified in the loan contracts.

In terms of the RBI guidelines, profit or premium arising on account of sale of standard assets, being the
difference between the sale consideration and book value, is amortized over the life of the securities issued
by the SPV. Any loss arising on account of the sale is recognized in the profit and loss account in the period
in which the sale occurs.

In case of sale of non-performing assets through securitization route to the securitization or reconstruction
companies by way of assignment of debt against issuance of SRs, the recognition of sale and accounting of
profit and loss thereon is done in accordance with the applicable RBI guidelines. Generally, the sale is
recognized at the lower of redemption value of SR and the net book value (“NBV”) of the financial asset
sold, and the surplus is recognized in the profit and loss account; shortfall, if any, is charged to the profit
and loss account subject to regulatory forbearance, if any, allowed from time to time.

Profit or loss realized on ultimate redemption of the SR is recognized in the profit and loss account.

Fixed assets and depreciation

7.1

7.2

7.3

Fixed assets are stated at cost (except in the case of premises which were re-valued based on values
determined by approved valuers) less accumulated depreciation and impairment, if any. Cost includes
incidental expenditure incurred on the assets before they are ready for intended use.

The appreciation on account of revaluation is credited to the revaluation reserve. Depreciation relating to
revaluation is adjusted against the revaluation reserve.

Depreciation is provided over the useful life of the assets, pro rata for the period of use, on a straight-line
method. The useful life estimates prescribed in Part C of Schedule Il to the Companies Act, 2013 are
generally adhered to, except in respect of asset classes where, based on technical evaluation, a different
estimate of useful life is considered suitable. Pursuant to this policy, the useful life estimates in respect of
the following assets are as follows:

@) Computers at 3 years

(b) Application software and perpetual software licences at 5 years

(c) Printers, scanners, routers, switch at 5 years

(d) ATMs at 7 years

(e) Network cabling, electrical installations, furniture and fixtures, other office machinery at 10
years.

()] Vehicles at 5 years

9 Buildings at 60 years
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7.4

The useful life of an asset class is periodically assessed taking into account various criteria such as changes
in technology, changes in business environment, utility and efficacy of an asset class to meet with intended
user needs, etc. Whenever there is a revision in the estimated useful life of an asset, the unamortized
depreciable amount is charged over the revised remaining useful life of the said asset.

The carrying amount of fixed assets is reviewed as at each balance sheet date to determine if there are any
indications of impairment based on internal or external factors. In case of impaired assets, the impairment
loss i.e. the amount by which the carrying amount of the asset exceeds its recoverable value is charged to
the profit and loss account to the extent the carrying amount of assets exceeds its estimated recoverable
amount.

Revenue recognition

7.5

7.6

7.7

7.8

7.9

7.10

Interest and discount income on performing assets is recognized on accrual basis. Interest and discount
income on non-performing assets is recognized on realization.

Interest on Government securities, debentures and other fixed income securities is recognized on a period
proportion basis. Income on discounted instruments is recognized over the tenor of the instrument on a
straight-line basis.

Dividend income is accounted on accrual basis when the right to receive dividend is established.
Commission (except for commission on deferred payment guarantees which is recognized over the term on
a straight line basis), exchange and brokerage are recognized on a transaction date and net off directly
attributable expenses.

Fees are recognized on an accrual basis, except in cases where we are uncertain of realization.

Income from distribution of third party products is recognized on the basis of business booked.

Operating leases

7.11

7.12

Lease rental obligations in respect of assets taken on operating lease are charged to the profit and loss
account on a straight-line basis over the lease term.

Assets given under leases in respect of which all the risks and benefits of ownership are effectively retained
by us are classified as operating leases. Lease rentals received under operating leases are recognized in the
profit and loss account in accordance with the terms of the contracts.

Employee benefits

7.13

7.14

7.15

Our gratuity scheme is a defined benefit scheme and the expense for the year is recognized on the basis of
actuarial valuation as at the balance sheet date. The present value of the obligation under such benefit plan
is determined based on independent actuarial valuation using the projected unit credit method which
recognizes each period of service that gives rise to additional unit of employee benefit entitlement and
measures each unit separately to build up the final obligation. Payment obligations under the group gratuity
scheme are managed through purchase of appropriate policies from insurers.

Provident fund contributions are made under trusts separately established for the purpose and the scheme
administered by the regional provident fund commissioner (“RPFC”), as applicable. The rate at which the
annual interest is payable to the beneficiaries by the trusts is being administered by the government. We
have an obligation to make good the shortfall, if any, between the return from the investments of the trusts
and the notified interest rates. Actuarial valuation of this provident fund interest shortfall is done as per the
guidance note on valuation of interest rate guarantees on exempt provident funds under AS 15 (Revised)
issued by the Institute of Actuaries of India, and such shortfall, if any, is provided for.

Provision for compensated absences is made on the basis of actuarial valuation as at the balance sheet date.
The actuarial valuation is carried out using the projected unit credit method.
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7.16 Intrinsic value method is applied to account for the compensation cost of ESOP granted to our employees.
Intrinsic value is the amount by which the quoted market price of the underlying shares on the grant date
exceeds the exercise price of the options. Accordingly, such compensation cost is amortized over the
vesting period.

Segment reporting
In accordance with the guidelines issued by the RBI, we have adopted segment reporting as under:
@ Treasury includes all investment portfolios, profit or loss on sale of investments, profit or loss on
foreign exchange transactions, equities, income from derivatives and money market operations. The

expenses of this segment consist of interest expenses on funds borrowed from external sources as well
as internal sources and depreciation or amortization of premium on HTM category investments.

(b) Corporate or wholesale banking includes lending to and deposits from corporate customers and
identified earnings and expenses of the segment.

(c) Retail banking includes lending to and deposits from retail customers and identified earnings and
expenses of the segment.

(d) Other Banking Operations includes all other operations not covered under treasury, corporate or

wholesale banking and retail banking.

Unallocated includes capital and reserves, employee stock options (grants) outstanding and other unallocable
assets, liabilities, income and expenses.

Debit and credit card reward points liability

The liability towards credit card reward points is computed based on an actuarial valuation and the liability towards debit
card reward points is computed on the basis of management estimates considering past trends.

Bullion

We import bullion including precious metal bars on a consignment basis for selling to our customers. The imports are on
a back-to-back basis and are priced to the customer based on the prevailing price quoted by the supplier and the local
levies related to the consignment such as customs duty etc. The profit earned is included in commission income. We sell
gold coins to our customers. The difference between the sale price to customers and purchase price is reflected under
commission income.

Income-tax

Tax expenses comprise of current and deferred taxes. Current tax is measured at the amount expected to be paid to the
tax authorities in accordance with the Income Tax Act, 1961. Deferred taxes reflect the impact of current year timing
differences between taxable income and accounting income for the year and reversal of timing differences of earlier
years. Deferred tax is measured based on the tax rates and the tax laws enacted or substantively enacted as at the balance
sheet date. Deferred tax assets are recognized, in general, only to the extent that there is reasonable certainty that
sufficient future taxable income will be available against which such deferred tax assets can be realized; where there are
unabsorbed depreciation and/or carry forward of losses under tax laws, deferred tax assets are recognized only if there is
virtual certainty supported by convincing evidence that such deferred tax asset can be realized against future taxable
income. Unrecognized deferred tax assets of earlier years are re-assessed and recognized to the extent that it has become
reasonably certain that future taxable income will be available against which such deferred tax assets can be realized.

Earnings per share

Earnings per share are calculated by dividing the net profit or loss for the period attributable to equity shareholders by the
weighted average number of equity shares outstanding during the period. Diluted earnings per equity share are computed
using the weighted average number of equity shares and dilutive potential equity shares outstanding as at end of the year.

Provisions, contingent liabilities and contingent assets

A provision is recognized when there is an obligation as a result of past event, and it is probable that an outflow of
resources will be required to settle the obligation, and in respect of which a reliable estimate can be made. Provisions are
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not discounted to their present value and are determined based on best estimate required to settle the obligation as at the
balance sheet date. These are reviewed as at each balance sheet date and adjusted to reflect the current best estimates.

A disclosure of contingent liability is made when there is:

@) a possible obligation arising from a past event, the existence of which will be confirmed by occurrence
or non-occurrence of one or more uncertain future events not within our control; or
(b) a present obligation arising from a past event which is not recognized as it is not probable that an

outflow of resources will be required to settle the obligation or a reliable estimate of the amount of the
obligation cannot be made.

When there is a possible obligation or a present obligation in respect of which the likelihood of outflow of resources is
remote, no provision or disclosure is made. Contingent assets are not recognized or disclosed in the financial statements.
However, contingent assets are assessed continually and if it is virtually certain that an inflow of economic benefits will
arise, the assets and related income are recognized in the period in which the change occurs.

Cash and cash equivalents

Cash and cash equivalents consists of cash in hand and balances with the RBI and balances with banks and money at call
and short notice.

Summary of Our Financial Results

The following sets forth a summary of our financial results containing significant items of our income and expenditure
derived from our audited financial statements annexed to the auditors’ report as of and for the fiscal years ended March
31, 2015, March 31, 2014 and March 31, 2013 as set out in “Financial Statements”:

Profit and Loss Account

Fiscal year ended March 31,

2013 2014 2015
(% million)

Income

Interest earned 69,832.32 82,5635.34 96,919.64
Other income 13,629.61 18,905.29 24,038.73
Total income 83,461.93 101,440.63 120,958.37
Expenditure

Interest expended 47,503.66 53,628.21 62,716.88
Operating expenses (excluding depreciation) 16,829.29 20,871.35 25,990.84
Depreciation on our property 734.34 981.48 1,268.49
Provisions and contingencies (excluding provision for tax) 2,631.05 4,676.30 3,890.46
Tax provision (income tax/wealth tax/deferred tax) 5,151.76 7,203.07 9,154.55
Total expenditure 72,850.10 87,360.41 103,021.22
Net profit for the year 10,611.83 14,080.22 17,937.15

Fiscal year ended March 31, 2015 compared to the fiscal year ended March 31, 2014

Income

Our total income increased by 19.24% from ¥101,440.63 million for the fiscal year ended March 31, 2014 to ¥120,958.37
million for the fiscal year ended March 31, 2015 mainly due to an increase in interest income, fee income and profit on
the sale of certain investments.

Interest earned

Fiscal year ended March 31,

2014 2015
(X million)
Interest/discount on advances/bills 66,273.55 77,169.09
Income on investments 14,770.26 16,804.20
Interest on balances with RBI and other inter-bank funds 1,485.02 2,773.00
Others 6.51 173.35
Total 82,535.34 96,919.64
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Interest earned on advances and discount income on bills discounted increased by 16.44% from 66,273.55 million for
the fiscal year ended March 31, 2014 to ¥77,169.09 million for the fiscal year ended March 31, 2015, due to an increase
in average loan assets from 3492,827.82 million to ¥593,254.32 million, representing a growth of 20.38%, and a decrease
in yields on advances from 13.45% to 13.01% over the same period, mainly due to lower interest rates prevailing in the
market and higher growth rate in our corporate advances as compared to higher yielding fixed rate commercial vehicle
loans. The average loan assets increased on account of an increase in corporate advances and other retail loans, including
loans against property, and increased demand, albeit at a lower rate of growth, for our commercial vehicle loans, primarily
due to weaker demand in the commercial vehicle industry. Although our overall loan portfolio grew during fiscal year
ended March 31, 2015, both fiscal years ended March 31, 2014 and March 31, 2015 were characterized by lower demand
of credit offtake in our commercial vehicle loans.

Interest on investments increased by 13.77% from 14,770.26 million for the fiscal year ended March 31, 2014 to
%16,804.20 million for the fiscal year ended March 31, 2015. Our investments are predominantly to meet the SLR
requirements and, in line with the increase in the business, average investments increased by 15.55% from 194,510.30
million for the fiscal year ended March 31, 2014 to ¥224,753.10 million for the fiscal year ended March 31, 2015; the
yield on investments marginally declined from 7.59% to 7.48% due to the decreasing interest rate environment that
prevailed during the period.

Interest on balances with the RBI and other inter-bank funds increased by 86.73% from ¥1,485.02 million for the fiscal
year ended March 31, 2014 to %2,773.0 million for the fiscal year ended March 31, 2015, due to increased placement of
surplus funds with the RBI and lending in the inter-banking market as a liquidity management measure.

Over the same period, our other interest earnings, which primarily consisted of interest on income-tax refunds, also
increased from ¥6.51 million to ¥173.35 million.

Other income

Our other income increased by 27.15% from ¥18,905.29 million for the fiscal year ended March 31, 2014 to ¥24,038.73
million for the fiscal year ended March 31, 2015, mainly because of an increase in fee income, including commissions
and exchange and brokerage fees and profit on foreign exchange and derivative transactions.

Beginning with our audited financial statements as of and for the fiscal year ended March 31, 2015, in order to better
align our financial results with our business units, we have changed the way the components of other income are
disclosed in our annual financial statements in that the “profit or loss on derivatives” was combined with “profit on
foreign exchange transactions” instead of with “profit on sale of investments”. Accordingly, the table below sets out the
components of our “other income” for the fiscal year ended March 31, 2015 from our audited financial statements and, on
a regrouped basis, for the fiscal year ended March 31, 2014:

Fiscal year ended March 31,

2014 2015
X million)
Commission, exchange and brokerage 11,705.90 15,484.38
Profit on sale of investments 1,281.67 1,177.36
Profit/ (Loss) on sale of land, buildings and other assets (net) 1.70 (19.15)
Profit / (Loss) on foreign exchange transactions and derivatives 5,400.07 7,203.89
Income earned by way of dividend from companies in India 32.59 34.10
Miscellaneous Income 483.36 158.15
Total 18,905.29 24,038.73

Commissions, exchange and brokerage

Income from commissions and exchange and brokerage fees increased by 32.28% from ¥11,705.90 million for the fiscal
year ended March 31, 2014 to ¥15,484.38 million for the fiscal year ended March 31, 2015, due to increases in all the
major components of fee income. The income from distribution of third-party products including insurance and mutual
fund products increased by 51.92% from ¥2,544.93 million for the fiscal year ended March 31, 2014 to ¥3,866.25 million
for the fiscal year ended March 31, 2015, and investment banking fees increased by 31.11% from ¥2,474.61 million to
33,244.55 million during the same period. Loan processing fees increased by 29.20% from ¥3,056.32 million for the
fiscal year ended March 31, 2014 to ¥3,948.86 million for the fiscal year ended March 31, 2015 primarily due to an
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increase in volume of loans disbursed. Our foreign exchange income increased by 22.61% from ¥4,348.80 million to
%5,532.04 million during the same period primarily due to higher transaction flows in our global markets business unit.

Profit on sales of investments

Profit on sales of investments (net) decreased marginally by 8.14% from ¥1,281.67 million for the fiscal year ended
March 31, 2014 to ¥1,177.36 million for the fiscal year ended March 31, 2015. A significant part of our investment
portfolio is in fixed income Government securities and the movement in interest rates has an inverse impact on the price
of such securities.

Profit or loss on sale of land, buildings and other assets

We incurred a net loss of ¥19.15 million on sale of certain fixed assets, which included vehicles, items of furniture and
fixtures, owned by us in the fiscal year ended March 31, 2015 as compared to a marginal net profit of 1.70 million
earned during the fiscal year ended March 31, 2014.

Profit or loss on foreign exchange transactions and derivatives

Profit on foreign exchange transactions and derivatives increased by 33.40% from ¥5,400.07 million for the fiscal year
ended March 31, 2014 to ¥7,203.89 million for the fiscal year ended March 31, 2015 primarily due to an increase in
business volumes of our global markets business unit arising out of client transactions including higher transaction flows,
forward exchange contracts and other structured derivative products, and to a smaller extent, due to proprietary market
making operations.

Income earned by way of dividend from companies in India

We earned a dividend of ¥34.10 million from our investments in Indian companies for the fiscal year ended March 31,
2015 as compared to dividend of ¥32.59 million for the fiscal year ended March 31, 2014.

Miscellaneous income

Miscellaneous income decreased by 67.28% from I483.36 million for the fiscal year ended March 31, 2014 to ¥158.15
million for the fiscal year ended March 31, 2015. This decrease was mainly on account of decrease in bad debts
recovered in the fiscal year ended March 31, 2015 which was ¥157.42 million as compared to bad debts recovered of
%357.24 million in the fiscal year ended March 31, 2014.

Expenditure
Interest expended
Fiscal year ended March 31,
2014 2015
(X million)
Interest on deposits 43,824.05 51,720.60
Other interest, including interest on Reserve Bank of India/inter-bank borrowings/ 9,804.16 10,996.28
Subordinated debts and upper Tier 11 bonds
Total 53,628.21 62,716.88

Our interest expended increased by 16.95% from ¥53,628.21 million for the fiscal year ended March 31, 2014 to
362,716.88 million for the fiscal year ended March 31, 2015 as average interest bearing liabilities consisting of deposits
and borrowings increased from ¥669,539.06 million to ¥807,020.50 million during the same period.

Interest on deposits

Interest paid on deposits increased by 18.02% from 43,824.05 million for the fiscal year ended March 31, 2014 to
%51,720.60 million for the fiscal year ended March 31, 2015. Over the same period, average deposits increased by
23.68% from ¥535,001.05 million to ¥661,696.15 million due to increases in new deposits, while average cost of deposits
decreased from 8.19% to 7.82%. The interest rates decreased during the year due to various economic and market factors,
such as the RBI’s monetary policy actions amid a fall in inflation and reduction in international oil prices, which
contributed to an improvement in the current account deficit and partly due to an increase in low cost current and savings
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account deposits. Our CASA percentage to total deposits increased from 32.55% as of March 31, 2014 to 34.13% as of
March 31, 2015.

Other interest, including interest on Reserve Bank of India/inter-bank borrowings/Tier 11 bonds

Other interest, including interest on borrowings from the RBI, inter-bank borrowings, refinance from institutions,
including SIDBI and NABARD (under which CRR and SLR requirements are not applicable to funds raised from such
institutions, thereby releasing additional funds that can be deployed for our lending business), and Tier Il bonds increased
by 11.85% from ¥9,804.16 million for the fiscal year ended March 31, 2014 to ¥10,966.28 million for the fiscal year
ended March 31, 2015, due to an increase in average borrowings by 8.02% from ¥134,538.01 million to ¥145,324.35
million and an increase in the cost of borrowings from 7.29% to 7.57% due to a higher proportion of long-term
refinancing as compared to short-term call and inter-bank borrowings.

Operating expenses (excluding depreciation)

Our operating expenses (excluding depreciation) increased by 24.53% from ¥20,871.35 million for the fiscal year ended
March 31, 2014 to ¥25,990.84 million for the fiscal year ended March 31, 2015 mainly due to an increase in payments to
and provisions for employees by 21.15% from %8,092.95 million to ¥9,804.79 million, as a result of an increase in
headcount from 15,590 as of March 31, 2014 to 19,121 as of March 31, 2015 primarily to staff the 199 new branches that
opened during the fiscal year ended March 31, 2015. Our operating expenses also increased due to an increase in other
administrative expenses, excluding depreciation, by 26.67% from ¥12,778.40 million for the fiscal year ended March 31,
2014 to 16,186.05 million for the fiscal year ended March 31, 2015 mainly due to an increase in business volumes,
expenditure incurred in connection with our branch network expansion such as additional rent, expenditure incurred on
technology initiatives including system upgrades in our business units, service provider fees paid to our associate
company, Indusind Marketing and Financial Services Private Limited and fees paid to other third parties such as business
correspondents involved with the activities of our inclusive banking division.

Depreciation on our property and other fixed assets

Depreciation on our property and other fixed assets increased by 29.24% from ¥981.48 million for the fiscal year ended
March 31, 2014 to ¥1,268.49 million for the fiscal year ended March 31, 2015 reflecting an increase in capital spending
on our branches and other infrastructure facilities.

Provisions and contingencies

Our total provisions and contingencies increased by 9.81% from ¥11,879.37 million for the fiscal year ended March 31,

2014 to ¥13,045.01 million for the fiscal year ended March 31, 2015, and the components of our provisions and
contingencies are indicated below:

Fiscal year ended March 31,

2014 2015
(X million)

Depreciation on investments (including premium amortized on held-to-maturity

investments) 875.64 (664.26)
Provision for NPAs including bad debts written off 3,136.68 3,389.11
Provision towards standard assets 648.24 1,040.00
Income tax/wealth tax/deferred tax/fringe benefit tax 7,203.07 9,154.55
Other provisions and contingencies towards write-off of other assets/contingent 15.74 125.61
obligations - -
Total 11,879.37 13,045.01

In the fiscal year ended March 31, 2014, the prices for fixed income Government securities fell sharply on account of the
specific market intervention by the RBI in July 2013 to stabilize highly volatile Rupee exchange rates. Accordingly, we
had to make a significant marked-to-market provision in respect of available for sale investments in the fiscal year ended
March 31, 2014. Due to the stabilization in interest rates during the fiscal year ended March 31, 2015, a significant
portion of the provisions made in the previous year was reversed during the year; thus, the provision for depreciation on
investments amounted to a net reversal of ¥664.26 million in the fiscal year ended March 31, 2015 as against an
incremental provision of ¥875.6 million in the fiscal year ended March 31, 2014.

In accordance with the RBI’s circular dated February 26, 2014, in respect of assets sold by us to securitization or
reconstruction companies during the three months ended March 31, 2015, the loss on sale, which is computed by
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deducting sale consideration and provisions held as of the date of sale from the outstanding amount, is being amortized
over a period of two years. Accordingly, we have charged to the profit and loss account and made a provision (under
provisions for NPAs including bad debt written off) for an amount of ¥ 320.9 million during the three months ended
March 31, 2015, and the remaining loss of ¥2,246.00 million will be so charged to our profit and loss account during the
fiscal years ended March 31, 2016 and March 31, 2017. Further, as permitted by this RBI circular, floating provisions of
500 million were used to partially offset the write off of NPA and balance of loss on sale of NPA to securitization or
reconstruction companies in the fiscal year ended March 31, 2015.

Effective April 1, 2014, the RBI has mandated that commercial banks assess the risk arising out of such unhedged foreign
currency exposure (“UFCE”) of their clients and make an additional provision for the standard advances of such clients.
Foreign exchange risk is the risk of loss arising out of adverse movements in foreign exchange rates affecting both on-
balance sheet and off-balance sheet exposures. The foreign exchange positions that are not effectively hedged either by
way of natural hedge or through derivatives and forward contracts expose our clients to the risk of loss due to volatility in
foreign exchange rates. On account of this RBI requirement, we made an additional provision towards standard assets of
¥320.00 million during the fiscal year ended March 31, 2015. Our provisions for standard assets increased from ¥648.24
million for the fiscal year ended March 31, 2014 to ¥1,040.00 million for the fiscal year ended March 31, 2015.

Profit before Tax

As a result of the factors stated above, our profit before tax increased by 27.29% from 321,283.29 million for the fiscal
year ended March 31, 2014 to ¥27,091.70 million for the fiscal year ended March 31, 2015.

Provision for Taxation

Our provision for taxes, including income tax, wealth tax and deferred tax increased by 27.09% from ¥7,203.07 million
for the fiscal year ended March 31, 2014 to ¥9,154.55 million for the fiscal year ended March 31, 2015, mainly due to an
increase in our profit. Our effective rate of tax decreased marginally from 33.84% to 33.79%.

Profit after Tax

As a result of the foregoing factors, our net profit increased by 27.39% from ¥14,080.22 million for the fiscal year ended
March 31, 2014 to ¥17,937.15 million for the fiscal year ended March 31, 2015. Return on assets (“RoA”), which is
computed as the ratio of our net profit to average total assets, expressed as a percentage, improved to 1.90% for the fiscal
year ended March 31, 2015 from 1.81% for the fiscal year ended March 31, 2014.

Fiscal year ended March 31, 2014 compared to the fiscal year ended March 31, 2013

Income

Our total income increased by 21.54% from ¥83,461.93 million for the fiscal year ended March 31, 2013 to ¥101,440.63
million for the fiscal year ended March 31, 2014 mainly due to an increase in net interest income and fee income.

Interest earned
Fiscal year ended March 31,

2013 2014
(X million)
Interest/discount on advances/bills 56,103.00 66,273.55
Income on investments 12,824.98 14,770.26
Interest on balances with RBI and other inter-bank funds 854.99 1,485.02
Others 49.35 6.51
Total 69,832.32 82,535.34

Interest earned on advances and discount income on bills discounted increased by 18.13% from ¥56,103.0 million for the
fiscal year ended March 31, 2013 to ¥66,273.55 million for the fiscal year ended March 31, 2014, due to an increase in
average loan assets by 20.13% from %410,228.90 million to ¥492,827.82 million, which was partially offset by a decrease
in the yields on advances from 13.68% to 13.45% over the same period due to general economic and market conditions
and an increase in the percentage of our corporate advances as compared to our retail advances in part due to slower
growth in advances for commercial vehicle loans. Average loan assets increased due to an increase in corporate
advances, vehicle loans and other retail loans including loans against property.

105



Income on investments increased by 15.17% from 12,824.98 million for the fiscal year ended March 31, 2013 to
%14,770.26 million for the fiscal year ended March 31, 2014. Our investments are predominantly to meet the
requirements of SLR maintenance and in line with the growth of our business, average investments increased by 15.79%
from ¥167,988.43 million for the fiscal year ended March 31, 2013 to ¥194,510.30 million for the fiscal year ended
March 31, 2014; the yield on investments marginally decreased from 7.63% to 7.59% over the same period.

Interest on balances with the RBI and other inter-bank funds increased by 73.69% from ¥854.99 million for the fiscal year
ended March 31, 2013 to ¥1,485.02 million for the fiscal year ended March 31, 2014 due to increased placement of
surplus funds with the RBI and lending in the inter-banking market as a liquidity management measure.

Over the same period, our other interest earnings, which primarily consisted of interest on income-tax refunds, declined
from ¥49.35 million to ¥6.51 million.

Other income

Our other income increased by 38.71% from ¥13,629.61 million for the fiscal year ended March 31, 2013 to ¥18,905.29
million for the fiscal year ended March 31, 2014, on account of increase in all major components of our other income.

Beginning with our audited financial statements as of and for the fiscal year ended March 31, 2015, in order to better
align our financial results with our business units, we have changed the way the components of other income are
disclosed in our annual financial statements in that the “profit or loss on derivatives” was combined with “profit on
foreign exchange transactions” instead of with “profit on sale of investments”. Accordingly, the table below sets out the
components of our “other income” for the fiscal year ended March 31, 2013 and March 31, 2014, on a regrouped basis.

Fiscal year ended March 31,

2013 2014
(Rmillion)
Commission, Exchange and Brokerage 9,470.46 11,705.90
Profit on Sale of Investments 411.07 1,281.67
Profit/ (Loss) on Sale of Land, Buildings and Other Assets (Net) 54.50 1.70
Profit on exchange transactions and derivatives 3,513.45 5,400.07
Income earned by way of dividend from companies in India 29.55 32.59
Miscellaneous Income 150.58 483.36
Total 13,629.61 18,905.29

Commissions, exchange and brokerage

Income from commissions and exchange and brokerage fees increased by 23.60% from ¥9,470.46 million for the fiscal
year ended March 31, 2013 to ¥11,705.90 million for the fiscal year ended March 31, 2014, due to an increase in all
components of fee income such as loan processing fees, card fees, account maintenance fees, fee earned on distribution of
third party products such as insurance, mutual funds, home loans and equity broking, trade and remittance fees including
LC and bank guarantee commissions. General banking fees increased by 76.73% from ¥840.70 million to ¥1,485.77
million. Investment banking income increased by 71.92% from ¥1,439.37 million for the fiscal year ended March 31,
2013 to ¥2,474.61 million for the fiscal year ended March 31, 2014. During the same period, the foreign exchange income
increased by 52.43% from ¥2,853.0 million to ¥4,348.8 million, income from trade and remittance increased by 27.12%
from %1,686.76 million to ¥2,144.26 million and loan processing fees increased by 27.25% from ¥2,401.87 million to
%3,056.32 million.

Profit on sales of investments
Profit on sales of investments (net) increased by 211.79% from ¥411.07 million for the fiscal year ended March 31, 2013

to ¥1,281.67 million for the fiscal year ended March 31, 2014 mainly due to the sale of Government securities in the three
months ended June 30, 2013 as a result of opportunities to sell such securities in a decreased interest rate environment.
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Profit on sale of land, buildings and other assets

We earned a net profit of ¥1.70 million on sale of certain fixed assets, including vehicles, items of furniture and fixtures,
owned by us in the fiscal year ended March 31, 2014 as compared to a net profit of ¥54.50 million during the fiscal year
ended March 31, 2013.

Profit on foreign exchange transactions and derivatives

Profit on foreign exchange transactions and derivatives increased by 53.70% from ¥3,513.45 million for the fiscal year
ended March 31, 2013 to ¥5,400.07 million for the fiscal year ended March 31, 2014 primarily due to an increase in
business volumes arising out of client transactions and to a smaller extent, proprietary market making operations of our
global markets business unit. The increase in business volumes arising out of client transactions was due to higher
transaction flows, forward exchange contracts and other structured derivative products.

Income earned by way of dividend from companies in India

We earned dividend income of ¥32.59 million during the fiscal year ended March 31, 2014 as compared to 29.55 million
during the fiscal year ended March 31, 2013.

Miscellaneous income

Miscellaneous income increased by 221% from ¥150.58 million for the fiscal year ended March 31, 2013 to ¥483.36
million for the fiscal year ended March 31, 2014 due to an increase in recovery of bad debts.

Expenditure
Interest expended
Fiscal year ended March 31,
2013 2014
(X million)
Interest on deposits 40,267.83 43,824.05
Other interest, including interest on Reserve Bank of India/inter-bank 7,235.83 9,804.16
borrowings/Subordinated debts and upper Tier Il bonds
Total 47,503.66 53,628.21

Our interest expended increased by 12.89% from I47,503.66 million for the fiscal year ended March 31, 2013 to
¥53,628.21 million for the fiscal year ended March 31, 2014 as average interest bearing liabilities consisting of deposits
and borrowings increased from increased from ¥564,893.58 million to ¥669,539.06 million during the same period.

Interest on deposits

Interest paid on deposits increased by 8.83% from 40,267.83 million for the fiscal year ended March 31, 2013 to
%43,824.05 million for the fiscal year ended March 31, 2014. Over the same period, average deposits increased by
12.62% from ¥475,066.50 million to ¥535,001.05 million while average cost of deposits decreased from 8.48% to 8.19%
due to softening interest rates over the year and partly due to an increase in low cost current and savings account deposits.
Our CASA percentage to total deposit increased from 29.32% as of March 31, 2013 to 32.55% as of March 31, 2014.

Other interest, including interest on Reserve Bank of India/inter-bank borrowings/Tier 11 bonds

Other interest, including interest on borrowings from the RBI, inter-bank borrowings, refinance from institutions,
including SIDBI and NABARD, and Tier Il bonds, increased by 35.49% from ¥7,235.83 million for the fiscal year ended
March 31, 2013 to ¥9,804.16 million for the fiscal year ended March 31, 2014, due to an increase in average borrowings
by 49.77% from ¥89,827.08 million to ¥134,538.01 million which was partially offset by the decrease in the cost of
borrowings from 8.06% to 7.29% over the period.

Operating expenses (excluding depreciation)

Our operating expenses (excluding depreciation) increased by 24.02% from ¥16,829.29 million for the fiscal year ended
March 31, 2013 to ¥20,871.35 million for the fiscal year ended March 31, 2014 mainly due to an increase in payments to
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and provisions for employees by 22.35% from ¥6,614.62 million to ¥8,092.95 million caused by an increase in headcount
from 11,502 as of March 31, 2013 to 15,590 as of March 31, 2014 primarily to staff the 102 new branches that were
opened during the year and an increase in other administrative expenses by 25.10% from ¥10,214.67 million for the fiscal
year ended March 31, 2013 to I12,778.40 million for the fiscal year ended March 31, 2014 mainly due to an increase in
business volumes and expenditure incurred in connection with our branch network expansion as well as investments in
technology and service provider fees paid to our associate company, Indusind Marketing and Financial Services Private
Limited.

Depreciation on our property and other fixed assets

Depreciation on our property and other fixed assets increased by 33.65% from ¥734.34 million for the fiscal year ended
March 31, 2013 to ¥981.48 million for the fiscal year ended March 31, 2014 on account of the increased capital
expenditure in new branches and other offices, and investments in computer systems and IT platforms.

Provisions and contingencies

Our total provisions and contingencies increased by 52.64% from ¥7,782.81 million for the fiscal year ended March 31,
2013 t0 %11,879.37 million for the fiscal year ended March 31, 2014.

The components of our provisions and contingencies are as indicated below:

Fiscal year ended March 31,

2013 2014
(X million)

Depreciation on investments (including premium amortized on held-to-maturity

investments) 13.04 875.64
Provision for NPAs including bad debts written off 2,196.09 3,136.68
Provision towards standard assets 354.90 648.24
Income tax/wealth tax/deferred tax/fringe benefit tax 5,151.76 7,203.07
Other provisions and contingencies towards write-off of other assets/contingent

obligations 67.02 15.74
Total 7,782.81 11,879.37

In order to curb volatility in the foreign exchange markets, the RBI announced certain policy measures in July 2013,
which included restricting access to funds under the LAF while simultaneously increasing the marginal standing facility
(“MSF”) rate by 200 basis points. These steps led to tightening of liquidity including an increase in bank rates by 300
basis points to 10.25% in July 2013 which further resulted in an increase in the interest rates. On account of the specific
market intervention by the RBI to stabilize the exchange rates, the prices for fixed income Government securities fell
sharply. Accordingly, we had to make a significant marked-to-market provision in respect of available for sale
investments in the fiscal year ended March 31, 2014 due to which the depreciation on investments including marked-to-
market provisions amounted to ¥ 875.6 million for the fiscal year ended March 31, 2014 as compared to ¥13.04 million
during the previous fiscal year ended March 31, 2013.

In view of the higher profit on sale of Government securities during the first quarter of the fiscal year ended March 31,
2014, we had created a floating provision of ¥500 million during the three month period ended June 30, 2013 which
remained in place through the fiscal year ended March 31, 2014. The provision for NPAs and the amount of bad debts
written off increased by 42.83% from ¥2,196.09 million for the fiscal year ended March 31, 2013 to ¥3,136.68 million for
the fiscal year ended March 31, 2014 due to write-off of certain corporate loans in addition to retail loans. Provision for
standard assets increased from ¥354.90 million to ¥648.24 million during the same period.

Profit before Tax

As a result of the factors stated above, our profit before tax increased by 35.02% from ¥15,763.59 million for the fiscal
year ended March 31, 2013 to ¥21,283.29 million for the fiscal year ended March 31, 2014.

Provision for Taxation
Our provision for taxes, including income tax, wealth tax and deferred tax increased by 39.82% from ¥5,151.76 million

for the fiscal year ended March 31, 2013 to ¥7,203.07 million for the fiscal year ended March 31, 2014 mainly because of
an increase in our profit. Our effective rate of tax marginally increased to 33.84% from 32.68% over the same period.
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Profit after Tax

As a result of the foregoing, our net profit increased by 32.68% from ¥10,611.83 million for the fiscal year ended March
31, 2013 to ¥14,080.22 million for the fiscal year ended March 31, 2014. RoA increased to 1.81% for the fiscal year
ended March 31, 2014 from 1.63% for the fiscal year ended March 31, 2013.

Related Party Transactions

We enter into transactions with related parties in the normal course of business. The principal related parties and the
nature of our transactions with such parties are: (a) Indusind Marketing and Financial Services Private Limited, our
associate company, which provides us low cost manpower to service our vehicle financing business, (b) our Subsidiary,
which is under liquidation and which maintains an account with us and (c) our Managing Director, who is paid
remuneration by us. All significant transactions in relation to our business are conducted on an arm’s length basis. Our
Board of Directors has approved a policy on transactions with related parties pursuant to the listing agreement with stock
exchanges, which is available on our website at http://www.indusind.com/ content/home/important-links/other-useful-
information.html. During the fiscal years ended March 31, 2013, March 31, 2014 and March 2015, we have not entered
into any significant transaction with related parties, which are not in the ordinary course of our business or at prices other
than on an arm’s length basis. For further information, see Note 11.3 in the Notes on Accounts in our audited financial
statements as of and for the year ended March 31, 2015 in the section “Financial Statements”.

Liquidity and Capital Resources

Cash Flows
Fiscal year ended March 31,
2013 2014 2015
X million)

Cash flow (used in) operating activities (4,857.63) (41,057.58) (3,214.33)
Cash flow (used in) investing activities (1,739.75) (1,737.02) (2,761.56)
Cash flow generated from financing activities 19,688.49 42,001.68 46,072.89
Cash and cash equivalents at the end of the year 68,487.32 67,694.42 107,791.42

We need cash primarily to finance lending to new borrowers and meet capital requirements. We fund these requirements
through a variety of sources, including deposits, cash from interest income, short-term borrowings and long-term
borrowings such as debentures, refinancing from financial institutions and banks and securitization transactions as well as
equity issuances. Greater deployment of funds to provide loans generally results in decreasing our cash flow.

Operating Activities

We used net cash from operating activities of ¥4,857.63 million, ¥41,057.58 million and ¥3,214.33 million in the fiscal
years ended March 31, 2013, March 31, 2014 and March 31, 2015, respectively. The increase in net cash flow into
operating activities was to meet the needs of higher volumes of business. We derive our cash inflow from operating
activities, principally from the receipt of interest income and other income, including fee income, as well as net proceeds
from deposits and short-term borrowings. Our cash outflow from operating activities principally comprises the
disbursement of loans to customers, the funding of investments made by us, deposits with the RBI, the payment of
interest on deposits and borrowings and general operating expenses.

Investing Activities

We used net cash in investing activities of ¥1,739.75 million, ¥1,737.02 million and ¥2,761.56 million in the fiscal years
ended March 31, 2013, March 31, 2014 and March 31, 2015, respectively, to acquire fixed assets during such periods in
the ordinary course of our business and in connection with our branch expansion strategy.

Financing Activities

We generated net cash from financing activities of ¥19,688.49 million, ¥42,001.68 million and ¥46,072.89 million in the
fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015 respectively. During the fiscal year ended March
31, 2013, our financing activities consisted mainly of raising share capital at a premium through issuance of Equity
Shares through a qualified institutions placement under the ICDR Regulations. During the fiscal year ended March 31,
2015, we raised long-term finance through the issuance of infrastructure bonds. During the fiscal years ended March 31,
2013, March 31, 2014 and March 31, 2015, we used cash to pay dividends, interest on our Tier Il bonds and to repay our
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Tier Il bonds upon maturity. We did not raise any capital through share issuances or debt in the fiscal year ended March
31, 2014.

Liquidity

We regularly monitor our funding levels to ensure we are able to satisfy the requirements of our loan disbursements and
those that would arise upon maturity of our liabilities. We maintain diverse sources of funding and liquid assets to
facilitate flexibility in meeting our liquidity requirements. Liquidity is provided principally by deposits and borrowings
from banks and financial institutions, deposits from customers and retained earnings. See also “ — Factors affecting our
results of operations — Regulations and policies for Indian banks — RBI cash and liquidity requirements.”

Surplus funds, if any, are invested in accordance with our investment policy. As of March 31, 2015, our total net
investment portfolio was ¥248,593.70 million.

In addition, we monitor and manage our asset-liability gap with respect to our maturing assets and liabilities. As of March
31, 2015, our liabilities maturing between two days and seven days exceeded our assets maturing during the same period
by %9,705.84 million. As of the same date, our assets maturing between eight and fourteen days exceeded liabilities
maturing within the same period by ¥79,033.28 million, liabilities maturing between fifteen and twenty-eight days
exceeded assets maturing within the same period by ¥10,989.71 million, liabilities maturing between twenty-nine days
and three months exceeded assets maturing within the same period by ¥78,903.03 million, liabilities maturing between
three and six months exceeded assets maturing within the same period by ¥12,578.16 million, and assets maturing
between six months and one year exceeded liabilities maturing within the same period by ¥2,620.27 million.

For further information, see the section “Selected Statistical Information”.
Interest Rate Risk

Since we have a substantial portion of fixed rate Rupee liabilities and a mix of floating and fixed rate assets, movements
in domestic interest rates constitute the main source of interest rate risk. We assess and manage the interest rate risk on
our balance sheet through the process of asset-liability management. Our asset liability management policy, which has
been approved by our Board of Directors and adopted by our asset and liability management committee, sets forth the
broad guidelines for asset liability management activities. The asset liability management function categorizes all rate
sensitive assets and liabilities into various time period categories according to interest rate sensitivity. We follow RBI
guidelines for managing our asset and liability position. Our cost of deposits and cost of borrowings have been and will be
negatively impacted by an increase in interest rates. Exposure to fluctuations in interest rates is measured primarily by
way of gap analysis, providing a static view of the maturity profile of our assets and liabilities. An interest rate sensitivity
report is prepared by classifying all assets and liabilities into various categories according to interest rate sensitivity for
reporting on a monthly basis to the asset liability management committee, our board of directors and the RBI. The
difference between the amounts of assets and liabilities maturing in any maturity category provides a measure of the
extent to which we are exposed to the risk of potential changes in the margins on new assets and liabilities.

Our asset and liability management committee meets on a monthly basis and reviews our interest rate and liquidity gap
positions, formulates a view on interest rates, reviews the business profile and its impact on asset liability management
and determines the asset liability management strategy, in light of the then-current and expected business environment.

For further information, see the section “Selected Statistical Information”.
Liquidity Risk

Liquidity risk arises from the absence of liquid resources, when funding loans, and repaying deposits and borrowings.
This could be due to a decline in the expected collection, or our inability to raise adequate resources at an appropriate
price. This risk is minimized through a mix of strategies, including increasing current account and savings deposits and
following a forward-looking deposit mobilization and borrowing programme based on projected loans and maturing
obligations.

We monitor liquidity risk through our asset liability management function aided by liquidity gap reports. This involves
the categorization of all assets and liabilities in different maturity profiles, and evaluating them for any mismatches in any
particular maturities, especially in the short term. The asset liability management policy is based on RBI guidelines and
our asset and liability management committee’s guidelines and establishes the maximum allowed mismatches in the
various maturities.
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With effect from January 1, 2015, the RBI has introduced a requirement for commercial banks in India to maintain an
LCR (which measures the bank’s ability to manage and survive for 30 days under a significant stress scenario).
According to the RBI guidelines, at least 60% of the net cash outflows in the next 30 days computed with these
assumptions of a stressed scenario, are required to be supported by HQLA. The requirement to maintain HQLA will be
progressively increased to 70% with effect from January 1, 2016, 80% with effect from January 1, 2017, 90% with effect
from January 1, 2018 and 100% with effect from January 1, 2019. Our LCR, computed in accordance with the applicable
RBI guidelines, was 61.74% as of March 31, 2015.

Exchange Rate Risk

Most of our assets are in Rupees and, therefore, we have minimal exchange rate risk on our asset portfolio. However, we
have some non-resident deposits in foreign currency and some borrowings in foreign currency, mainly in U.S. Dollars.
Since the quantum and tenor of our foreign currency assets are different from that of our foreign currency liabilities, we
hedge the open position with other banks. As a financial intermediary, we are exposed to exchange rate risk on our
merchant and proprietary transactions, which we manage through methods such as maintaining limits on uncovered
positions specified by our board of directors. See also “-Off-Balance Sheet Items - Contingent liabilities” below.

Credit Ratings

Our certificates of deposit are rated by CRISIL (a subsidiary of S&P) and our debt is rated investment-grade by ICRA,
India Ratings and Research (the Indian subsidiary of Fitch, formerly known as Fitch Ratings India Private Limited) and
CARE. The ratings are as follows:

Rating Agency Rating Debt type

ICRA ICRA AA+ Lower Tier Il subordinate debt
ICRA ICRA AA Upper Tier Il subordinate debt
CRISIL CRISIL Al+ Certificates of deposit

CARE CARE AA+ Lower Tier Il subordinate debt
India Ratings and Research Ind Al+ Short term debt instruments
India Ratings and Research Ind AA+ Lower Tier Il subordinate debt
India Ratings and Research Ind AA Upper Tier Il subordinate debt
India Ratings and Research Ind AA+ Senior unsecured bonds

Financial Condition

Our net worth (consisting of share capital, ESOPs outstanding and reserves and surplus, but excluding revaluation
reserves, and adjusted for the loss on sale of NPAs yet to be charged to the profit and loss account), increased by 16.00%
from %86,456.9 million as of March 31, 2014 to ¥100,289.3 million as of March 31, 2015.

Assets

The following table sets forth the principal components of our assets:

As of March 31,
2013 2014 2015
(X million)
Cash and balances with the Reserve Bank of India 32,498.44 44,139.16 40,351.43
Balances with banks and money at call and short notice 35,988.88 23,555.26 67,439.99
Investments 196,541.66 215,629.53 248,593.70
Advances 443,206.10 551,018.36 687,881.99
Fixed assets 7,561.42 10,164.47 11,575.77
Other assets 17,268.65 25,752.53 35,316.31
Total assets 733,065.15 870,259.31 1,091,159.19

Our total assets increased by 18.72% from ¥733,065.15 million as of March 31, 2013 to ¥870,259.31 million as of March
31, 2014 and further increased by 25.38% to ¥1,091,159.19 million as of March 31, 2015, primarily due to the increase in
advances as a result of an increase in our business activities described above.

Our investments primarily include investments in Government securities as required by the RBI and surplus funds held in

short-term liquid investments. Our net investments increased by 9.71% from ¥196,541.66 million as of March 31, 2013 to
%215,629.53 million as of March 31, 2014 and further increased by 15.29% to ¥248,593.70 million as of March 31, 2015.
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Our net advances increased by 24.33% from ¥443,206.10 million as of March 31, 2013 to ¥551,018.36 million as of
March 31, 2014 and further increased by 24.84% to ¥687,881.99 million as of March 31, 2015.

Other assets, which include interest accrued, tax paid in advance/tax deducted at source (net of provisions), stationery
stamps and others, increased by 49.13% from ¥17,268.65 million as of March 31, 2013 to ¥25,752.53 million as of March
31, 2014 and further increased by 37.13% to ¥35,316.31 million as of March 31, 2015. These increases were principally
due to a higher volume of business.

Capital and Liabilities

The following table sets forth the components of our capital and liabilities:

As of March 31,
2013 2014 2015
(X million)
Capital 5,228.70 5,256.39 5,294.50
Employee stock options outstanding 107.12 110.20 140.53
Reserves and surplus 70,966.72 85,063.04 101,010.31
Deposits 541,167.15 605,022.85 741,343.64
Borrowings 94,595.56 147,619.57 206,180.56
Other liabilities and provisions 20,999.90 27,187.26 37,189.64
Total capital and liabilities 733,065.15 870,259.31 1,091,159.19

Our total liabilities increased by 18.72% from ¥733,065.15 million as of March 31, 2013 to ¥870,259.31 million as of
March 31, 2014 and further increased by 25.38% to ¥1,091,159.19 million as of March 31, 2015. These increases were
mainly due to the increase in our deposit base and borrowings as a result of the growth of our business.

Other liabilities and provisions include sundry creditors, interest accrued on deposits and provisions for expenses. The
increases in other liabilities was mainly on account of an increase in dividends payable (including dividend tax), interest
accrued and outstanding expenses payable due to an increase in business volumes.

Off-Balance Sheet Items

Contingent liabilities

The following table sets forth the principal components of our contingent liabilities:

As of March 31,

2013 2014 2015
(X million)

Contingent Liabilities

Claims against the Bank not acknowledged as debts 4,308.91 5,358.26 5,477.40
Liability on account of outstanding forward exchange contracts 794,386.55 784,912.12 961,873.12
Liability on account of outstanding derivative contracts 295,401.47 453,916.27 792,176.71
Guarantees given on behalf of constituents

a) In India 193,810.09 185,023.31 279,879.22
b) Outside India 0.00 0.00 0.00
Acceptances, endorsements and other obligations 43,621.86 48,832.68 50,199.32
Other items for which the Bank is contingently liable 17,500.00 0.00 125.25
Total 1,349,028.88 1,478,042.64 2,089,731.02

Our total contingent liabilities increased by 9.56% from ¥1,349,028.88 million as of March 31, 2013 to ¥1,478,042.64
million as of March 31, 2014 and further increased by 41.39% to ¥2,089,731.02 million as of March 31, 2015. This
increase in contingent liabilities was principally due to an increase in liabilities on account of outstanding forward
exchange contracts and liabilities on account of outstanding derivative contracts reflecting increased customer business in
our global markets business unit.

Claims against us not acknowledged as debts include liabilities in respect of disputed tax liabilities as well as in respect of
other proceedings, which increased by 24.35% from ¥4,308.91 million as of March 31, 2013, to ¥5,358.26 million as of
March 31, 2014 and by 2.22% to ¥5,477.40 million as of March 31, 2015. These disputed tax liabilities pertain to certain
income tax claims principally relating to depreciation on leased assets, interest accrued but not due on investments and
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deductibility of expenditure incurred for earning income exempt from tax. For further information, see “Legal
Proceedings — Income tax cases”.

Contingent liabilities on account of outstanding forward exchange contracts decreased by 1.19% from ¥794,386.55
million as of March 31, 2013 to ¥784,912.12 million as of March 31, 2014 and increased by 22.55% to ¥961,873.12
million as of March 31, 2015. Contingent liabilities on account of outstanding derivative contracts increased by 53.66%
from 295,401.47 million as of March 31, 2013 to ¥453,916.27 million as of March 31, 2014 and by 74.52% to
792,176.71 million as of March 31, 2015. These contracts consist of merchant as well as proprietary trading in interest
rate swaps and other derivative contracts, which are marked-to-market for accounting purposes.

Other contingent liabilities include guarantees given on behalf of constituents and acceptances, endorsements and other
obligations which have arisen in the normal course of our business and certain other items for which we are contingently
liable, such as amounts transferred to the Depositor Education and Awareness Fund.

Capital Adequacy

We are subject to the capital adequacy requirements of the RBI. We are required to maintain a minimum capital adequacy
ratio of 9% prescribed by RBI guidelines based on total capital to risk weighted assets.

Our capital adequacy ratios are as follows:

As of March 31,
2013 2014 2015
X million)
Capital Funds
Common Equity Tier 1/ Tier | Capital 73,445.39 85,509.13 99,750.29
Tier 2/Tier 11 Capital 8,409.33 7,539.45 7,758.01
Total Capital Funds 81,854.72 93,048.58 107,508.30
Risk weighted assets
RWA under Credit Risk 462,681.30 586,119.60 767,177.72
RWA under Market Risk 23,454.00 25,169.07 43,558.17
RWA under Operational Risk 46,698.70 61,309.50 78,553.87
Total Risk Weighted Assets 532,834.00 672,598.16 889,289.75
Capital Adequacy Ratio
CET1/Tier 1Capital to RWA (%) 13.78% 12.71% 11.22%
Tier 2/Tier I Capital to RWA (%) 1.58% 1.12% 0.87%
Capital to Risk-Weighted Assets Ratio (CRAR) 15.36% 13.83% 12.09%

The Basel Il capital regulations have become applicable to us with effect from April 1, 2013. In the table above, the
capital adequacy ratio as of March 31, 2013 has been computed under the Basel Il new capital adequacy framework of the
RBI and as of March 31, 2014 and March 31, 2015, under the Basel Il capital regulations of the RBI.

As of March 31, 2015, our risk weighted assets for credit risk included credit valuation adjustments (“CVA”) under the
Basel Il requirements, which were implemented during the fiscal year ended March 31, 2015. We believe that factors
that contributed to the decrease in our CRAR over the three-years ended March 31, 2015, include additional capital
requirements under Basel 111 capital regulations.

During the fiscal year ended March 31, 2013, we issued 52.10 million Equity Shares in a qualified institutions placement
under the ICDR Regulations raising proceeds of ¥20,006.4 million. During the fiscal year ended March 31, 2015, we
raised ¥5,000.0 million through the issue of senior unsecured long-term infrastructure bonds.

Capital Expenditure (Purchase of fixed assets, including capital work in progress)

Our fixed assets mainly comprise owned assets such as furniture, office equipment, computers and vehicles. Based on
cash flow, our capital expenditure in the fiscal year ended March 31, 2015 was ¥2,786.26 million.

Interest Coverage Ratio

Our interest coverage ratio (equal to the total of cash profit after tax plus interest paid divided by interest paid) as of
March 31, 2013, March 31, 2014 and March 31, 2015 is set forth in the table below:
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As of March 31,

2013 2014 2015
(% million)
(i) Net profit after tax 10,611.83 14,080.22 17,937.15
(ii) Depreciation on Bank's Property 734.34 981.48 1,268.49
(iii) Interest Expended 47,503.66 53,628.21 62,716.89
(iv) Total 58,849.83 68,689.91 81,922.53
Interest Coverage (v = iv/iii) 123.88% 128.09% 130.62%

Changes in accounting policies during the last three fiscal years

We adopt a consistent set of accounting policies for the preparation of our financial statements in compliance with the
Banking Regulation Act, applicable RBI guidelines, Companies Act and mandatory Accounting Standards. In general, a
change in an accounting policy is made when it is warranted by a statute or under RBI or other regulatory guidelines or
when it enables a more appropriate presentation of financial statements. The following are the major changes to our
accounting policies during the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, respectively.

Fiscal year ended March 31, 2014

During the fiscal year ended March 31, 2014, we aligned our accounting policy on valuation of investments under HFT
and AFS categories in line with RBI guidelines pursuant to Master Circular DBOD No.BP.BC.8/21.04.141/2013-14 dated
July 01, 2013. Accordingly, the securities have been valued scrip-wise and depreciation or appreciation is aggregated for
each classification. Net appreciation in each classification was ignored, while net depreciation was provided for. As a
result of this change, the provision for depreciation on AFS securities was lower by ¥140.5 million and consequently, the
net profit was higher by ¥92.7 million.

Fiscal year ended March 31, 2015
There was no change in the accounting policies during the year that had any impact on our net profit or the reserves.
Material Developments

In the opinion of our board of directors, other than as described in this Placement Document, there has not arisen, since
the date of the last financial statements included in this Placement Document, any circumstances that materially and
adversely affect our profitability or the value of our assets or our ability to pay our liabilities within the next 12 months.

Recent Developments

On April 10, 2015, we entered into an agreement with Royal Bank of Scotland N.V. to acquire its diamond and jewellery
financing business (comprising a loan portfolio of approximately 45,000 million and a related deposit portfolio), subject
to certain regulatory approvals. Until the acquisition has been completed, the day-to-day management of the loan
portfolio will remain with The Royal Bank of Scotland N.V. Upon completion of the transaction, our advances and
deposits will increase to the extent of the acquisition.

On May 30, 2015, upon maturity of the Tier Il bonds, we repaid an amount of ¥1,150.0 million to the bondholders,
together with applicable interest thereon.

Our board of directors have recommended a dividend of ¥4.0 per Equity Share for the fiscal year ended March 31, 2015,
the declaration and payment of which is subject to the approval of the shareholders of the Bank at the next AGM.

Pursuant to its resolution dated June 11, 2015, our Board of Directors has approved, subject to approval by the RBI and
our shareholders, a preferential allotment of Equity Shares to our Promoters up to 1.5% of our authorized share capital
(within the limit of 10% of our authorized share capital as approved by our shareholders pursuant to their resolution
adopted by way of postal ballot on June 8, 2015), such that the aggregate shareholding of our Promoters is maintained at
15% post the Issue and preferential allotment. The price at which Equity Shares will be allotted under the preferential
allotment shall be in accordance with Chapter VII of the ICDR Regulations, however, such price shall not be less than
the price at which the Equity Shares are allotted to QIBs in the Issue.We have received the in-principle approval of the
RBI for undertaking a preferential allotment of Equity Shares to our Promoters through a letter dated June 17, 2015. We
have sought the approval of our shareholders through a notice of postal ballot dated June 25, 2015.
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INDUSTRY OVERVIEW

The information in this section has been extracted from publicly available documents from various sources, including
officially prepared materials from the Government of India and its various ministries, the RBI and the Indian Banks’
Association, and has not been prepared or independently verified by us or any of the Lead Managers. Wherever we have
relied on figures published by the RBI, unless stated otherwise, we have relied on the RBI Annual Report 2013-14,
Profile of Banks 2012-13 and Report on Trend and Progress of Banking in India 2013-14 and the accompanying
explanatory notes.

Indian Economy

The Indian economy is one of the largest economies in the world with a GDP at current prices of ¥105.40 trillion for the
fiscal year ended March 31, 2014 (Source: Ministry of Statistics and Programme Implementation, Annual Report 2013-
14). India is one of the fastest-growing major economies in the world, with an estimated GDP growth rate at constant
prices of 7.5% for the quarter ended March 31, 2015 (Source: Central Statistics Office). In 2014, China and India
sustained real GDP growth rates of 7.4% and 7.2%, respectively, which are among the highest of any economy in the
world. The following table shows India’s economic growth in comparison to other economies:

Growth /Real GDP* 2010 2011 2012 2013 2014 2015 2016 2020
(Estimated) (Estimated) (Estimated)
World 5.4 42 34 34 34 35 3.8 4.0
Australia 2.3 2.7 3.6 2.1 2.7 2.8 3.2 2.8
Brazil 7.6 3.9 18 2.7 0.1 (1.0) 1.0 25
China 104 9.3 7.8 7.8 7.4 6.8 6.3 6.3
India 10.3 6.6 5.1 6.9 7.2 7.5 7.5 7.8
Japan 4.7 (0.5) 1.8 1.6 (0.1) 1.0 1.2 0.7
Mexico 5.1 4.0 4.0 14 2.1 3.0 3.3 3.8
Russian Fed. 4.5 4.3 34 13 0.6 (3.8) (1.1) 15
UK 19 1.6 0.7 1.7 2.6 2.7 2.3 21
USA 2.5 1.6 2.3 2.2 24 31 31 2.0

* Annual percentage change in GDP at constant prices; on a calendar year basis
Source: International Monetary Fund, World Economic Outlook Database

Per capita GDP at factor cost (at constant prices) in India has grown from around 27,273 for the year 1991 at the time of
liberalization to 84,404 for the year 2014 (Source: International Monetary Fund, World Economic Outlook Database).
This increase in per capita income has created increasing wealth and positively affected disposable incomes. This has had
a significant investment multiplier effect on the economy, leading to increasing consumerism and wealth creation, and
positively impacting savings.

Overall, India attracted FDI of approximately US$ 36,860 million in fiscal year 2013, US$ 36,396 million in fiscal year
2014 and US$ 44, 877 million in fiscal year 2015, as compared to an average of US$ 24, 563 million per year from
Fiscal 2001 through Fiscal 2015 (Source: Reserve Bank of India Bulletin, Department of Industrial Policy and
Promotion, Ministry of Commerce & Industry, Government of India —FDI Statistics).

Indian Banking Industry

Until the 1980s, the Indian financial system was strictly controlled. Interest rates were administered by the Government.
Formal and informal parameters governed asset allocation, and strict controls limited entry into and expansion within the
financial sector. Bank profitability was low, NPAs were comparatively high, capital adequacy was diminished, and
operational flexibility was hindered. The Government’s economic reform program, which began in 1991, encompassed
the financial sector. The first phase of the reform process began with the implementation of the recommendations of the
Committee on the Financial System, (the Narasimham Committee I). Following the first phase, reports were submitted in
1998 by other committees, such as the second Committee on Banking Sector Reform (the Narasimham Committee 1)
and the Tarapore Committee on Capital Account Convertibility. This in turn led to the second phase of reforms relating
to capital adequacy requirements, asset classification and provisioning, risk management and merger policies.
Subsequently, the deregulation of interest rates, the emergence of a liberalized domestic capital market, and the entry of
new private sector banks have progressively intensified the competition among banks.

Banks in India may be categorized as scheduled banks and non-scheduled banks, the former of which are banks that are
included in the second schedule to the RBI Act. Scheduled banks comprise scheduled commercial banks and scheduled
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co-operative banks. Scheduled commercial banks may further be classified as public sector banks, private sector banks,
foreign banks and regional rural banks.

The average population coverage by a commercial bank branch was 10,200 per office and the credit to deposit ratio of all
commercial banks was 76.4% as of December 31, 2014 (Source: RBI, “Quarterly Statistics on Deposits and Credit of
Scheduled Commercial Banks” as of December 2014) The focus of commercial banks in India has largely been on
meeting the short-term financing needs of industry, trade and agriculture. As of December 31, 2014, there were 151
commercial banks in the country out of which 146 were scheduled commercial banks. Commercial banks have a
nationwide network of 123,184 offices with 64.7% of the offices in rural and semi-urban areas as on December 31, 2014.

Scheduled commercial banks had approximately ¥79,557,212.2 million of deposits and approximately ¥62,820,824.3
million of advances as of March 31, 2014. In the year ended December 31, 2014, aggregate deposits for all scheduled
commercial banks registered an annual growth rate of 10.9% while the aggregate advances for all scheduled commercial
banks increased by 10.1% from the previous year.

As of March 31, 2014, public sector banks in India had total deposits of approximately ¥58,951,894.2 million and
advances of approximately ¥46,047,664.2 million, while the private sector banks in India had total deposits of
approximately ¥14,967,939.0 million and advances of approximately 12,213, 341.4 million.

Constituents of the Indian Banking Industry
The RBI

The RBI is the central regulatory and supervisory authority for the Indian banking sector. Besides regulating and

supervising the banking system, RBI performs the following important functions:
e acts as the central bank and the monetary authority;

issuer of currency;

debt manager for the central and state governments;

regulator and supervisor for NBFCs;

manages the country’s foreign exchange reserves;

manages the capital account of the balance of payments;

designs and operates payment systems;

operates grievance redressal scheme for bank customers through the Banking Ombudsmen and formulates

policies for fair treatment of banking customers; and

e develops initiatives like financial inclusion and the strengthening of the credit delivery mechanisms for
agriculture, and small and micro-enterprises, especially in rural areas.

The RBI issues guidelines on various issues relating to the financial reporting of entities under its supervision. These
guidelines regulate exposure standards, income recognition practices, asset classification, provisioning for non-
performing and restructured assets, investment valuation and capital adequacy. All the institutions under the purview of
the RBI are required to furnish information relating to their businesses on a regular basis.

Public Sector Banks

Public sector banks are scheduled commercial banks with significant Government of India shareholding and constitute
the largest category in the Indian banking system in terms of business parameters and balance sheet size. These include
26 banks (not including the regional rural banks) and the State Bank of India (“SBI”) and its five associate banks. These
26 banks had 75,779 offices across India and SBI and its associates had 21,301 offices as of March 31, 2013.

As at March 31, 2014, public sector banks in India had total deposits of approximately ¥58,951,894.2 million and loans
and advances of approximately ¥46,047,664.2 million. SBI and its associates accounted for approximately 21.5% of the
total deposits and approximately 22.1% of the loans and advances and nationalized banks accounted for approximately
52.4% of the total deposits and approximately 51.1% of the loans and advances of the scheduled commercial banks. The
public sector banks, in total, accounted for approximately 73.9% of the deposits and approximately 73.2% of the
advances of the scheduled commercial banks. These figures do not include regional rural banks. (Source: Statistical
Tables Relating to Banks in India, 2013-14).

Regional rural banks were established from 1976 to 1987 by the Central Government, State Governments and sponsoring

commercial banks jointly with a view to develop the rural economy. Regional rural banks provide credit to small
farmers, artisans, small entrepreneurs and agricultural laborers. The NABARD is responsible for regulating and
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supervising the functions of the regional rural banks. As of December 31, 2014, there were 56 regional rural banks in
India.

Private Sector Banks

After bank nationalization was completed in 1969 and 1980, the majority of Indian banks were public sector banks.
Some of the existing private sector banks, which showed signs of an eventual default, were merged with state-owned
banks. In July 1993, as part of the banking reform process and as a measure to induce competition in the banking sector,
the RBI permitted entry by the private sector into the banking system. This resulted in the emergence of nine private
sector banks. These banks are collectively known as the “New Private Sector Banks”. There were seven New Private
Sector Banks operating as of March 31, 2013 with 9,718 offices. In addition, 13 private sector banks existing prior to
July 1993 were operating as of March 31, 2013 with 6,283 offices. These are collectively known as the “Old Private
Sector Banks”.

As of March 31, 2014, private sector banks accounted for approximately 18.7% of the deposits and approximately 19.9%
of the advances of the scheduled commercial banks. These figures do not include regional rural banks. (Source:
Statistical Tables Relating to Banks in India, 2013-14.)

The Union Finance Minister in his budget speech for 2010-2011 noted the need to extend the geographic coverage of
banks and improve access to banking services. Following the budget announcement, the guidelines for the licensing of
new banks in the private sector were issued by the RBI in February 2013 specifying that select entities or groups in the
private sector, entities in the public sector and non-banking financial companies with a successful track record of at least
10 years would be eligible to promote banks. Further, the RBI published certain criteria for ascertaining whether a bank
is “fit and proper’ for the grant of a license. The new banks can be set up only through a non-operative financial holding
company registered with the RBI and the initial minimum paid up equity voting capital requirements for the applicants in
%5.0 billion, with foreign shareholding not exceeding 49.0% for the first five years. The applicants were required to
submit applications for these licenses to the RBI by July 1, 2013 and 26 applications were reviewed by the RBI. These
applications were screened by the RBI and forwarded to the RBI’s High Level Advisory Committee, which submitted its
recommendations to the RBI on February 25, 2014.

On April 2, 2014, the RBI granted “in-principle” approval to two applicants (IDFC Limited and Bandhan Financial
Services Private Limited) to set up banks under the guidelines for the licensing of new banks in the private sector. The
“in-principle” approval is valid for a period of 18 months and the applicants will not be permitted to engage in banking
business until a regular license is issued after satisfaction of the conditions stipulated by the RBI. In the future, the RBI
intends to issue licenses on an on-going basis, subject to the RBI’s qualification criteria.

Further, on November 27, 2014, the RBI released the final guidelines for the licensing of payments banks and for the
licensing of small finance banks in the private sector, which are aimed at expanding the banking space and paving the
way for corporate entities to enter these two segments.

Foreign Banks

As of March 31, 2013, there were 43 foreign banks with 334 offices operating in India. Foreign banks accounted for
approximately 4.1% of deposits and approximately 4.3% of aggregate advances of scheduled commercial banks (not
including regional rural banks) as of March 31, 2014. (Source: Statistical Tables Relating to Banks in India, 2013-14.)

As part of the liberalization process, the RBI has permitted foreign banks to operate more freely, subject to requirements
largely similar to those imposed on domestic banks. Foreign banks operate in India through branches of the parent bank.
The primary activity of most foreign banks in India has been in the corporate segment. However, in recent years, some of
the larger foreign banks have started to put a greater emphasis on consumer financing based on perceived growth
opportunities in India.

In July 2012, the RBI revised priority sector lending norms and mandated foreign banks with 20 branches or more in
India to meet priority lending norms as prescribed for domestic banks. In April 2015, the RBI revised priority sector
lending norms and introduced priority sector lending targets for foreign banks with less than 20 branches, to be
implemented in a phased manner.

In November 2013, the RBI issued a scheme for setting up wholly-owned subsidiaries by foreign banks in India. The

scheme envisages that foreign banks that commenced business in India after August 2010, or do so in the future, would
be permitted to do so only through wholly-owned subsidiaries if certain specified criteria apply to them. These criteria
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include incorporation in a jurisdiction which gives legal preference to home country depositor claims in case of a
winding up proceeding, among others.

Co-operative Banks

Co-operative banks cater to the financing needs of agriculture, small industry and self-employed businessmen in urban,
semi-urban and rural areas of India. The state land development banks and the primary land development banks provide
long-term credit for agriculture. The wide network of co-operative banks, both rural and urban, supplements the
commercial banking network for deepening financial intermediation by bringing a large number of depositors and
borrowers under the formal banking network.

The Banking Regulation (Amendment) and Miscellaneous Provisions Act, 2004, which came into effect from September
24, 2004, specifies that all multi-state co-operative banks are under the supervision and regulation of the RBI.
Accordingly, the RBI is currently responsible for the supervision and regulation of urban co-operative societies,
NABARD, state co-operative banks and district central co-operative banks.

Key Banking Industry Trends in India

The growth of the Indian banking sector slackened in fiscal year 2014. The overall profitability of banks declined due to
higher provisioning on banks’ delinquent loans and lackluster credit growth. While the asset size of non-deposit taking,
systemically important non-banking financial companies (NBFCs) increased, the asset quality of such NBFCs
deteriorated during fiscal year 2014. (Source: Financial Stability Report (Including Trend and Progress of Banking in
India 2013-14) December 2014.)

The current weak global growth outlook may prolong an easy monetary policy stance in most advanced economies. In
India, macroeconomic vulnerabilities have abated in recent months on the back of an improvement in growth outlook, a
decrease in inflation, recovery in the external sector and increased political stability. However, growth in the banking
sector and activity in primary capital markets remain subdued due to moderate investment intentions. Sustaining the
turnaround in business sentiment remains contingent on outcomes on the ground. (Source: Financial Stability Report
(Including Trend and Progress of Banking in India 2013-14) December 2014).

Consumer Credit

The consumer credit market in India has undergone a significant transformation over the last decade and experienced
rapid growth due to consumer credit becoming cheaper, more widely available and increasingly a more acceptable
avenue of funding for consumers. The market has changed dramatically due to the following factors:

e increased focus by banks and financial institutions on consumer credit resulting in a market shift towards

regulated players from unregulated moneylenders/financiers;

increasing desire by customers to acquire assets such as cars, consumer durable goods and houses on credit;

fast emerging middle class and growing number of households in our target segment;

improved terms of credit;

increasing importance for credit bureaus given the regulatory requirement for all lenders to share client data

with the credit bureaus resulting in a positive impact on the quality of consumer credit;

o legislative changes that offer greater protection to lenders against fraud and potential default increasing the
incentive to lend; and

e growth in assignment and securitization arrangements for consumer loans has enabled non-deposit based entities
to access wholesale funding and compete in the market, based on the ability to originate, underwrite and service
consumer loans.

Despite the high loan growth in consumer financing, it remains an underpenetrated market. We believe the demand for
consumer loans will increase going forward in view of low household gearing and rapidly rising disposable income.

Credit availability, affordability and consumer confidence are the key drivers for consumer loan growth. India continues
to provide opportunities for the growth of consumer credit due to the rise of the Indian middle class. In addition, the
younger population not only has more purchasing power, but also is more open to acquiring personal debt than previous
generations. Improving consumer purchasing power will continue to contribute to the growth of India’s consumer credit
market.
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Commercial Banking Trends
Credit

As of fiscal year 2014, the credit-deposit ratio for scheduled commercial banks was 78.9% as compared to 79.1% at the
end of fiscal year 2013. The aggregate deposits increased by 14.9% while loans and advances increased by 14.5% in
fiscal year 2014. (Source: Statistical Tables Relating to Banks in India, 2013-14).

The growth in aggregate non-food bank credit continued decelerating in fiscal year 2015. This trend was in consonance
with the overall slowdown observed in the growth of loans and advances in banks’ consolidated balance sheet. Sluggish
growth performance of the domestic economy due to cyclical and structural factors partly explains the slowdown in
credit off-take. While credit to agriculture and allied activities and personal loans showed an improved growth, the
industry sector and services saw a decline in comparison to fiscal year 2014.

Given that a majority of the personal loans are long-term in nature, growth in personal loans assumes special
significance, especially against the backdrop of the increase in NPAs during fiscal year 2014. On a year-on-year basis,
the growth in personal loans improved during fiscal year 2015 compared with the previous year.

Non-food Bank Credit - Sectoral Deployment (Amounts in Rupees billion)

Sr. Outstanding as on Y-0-Y Growth (%)

& Sector/Industry March 20, 2015 March 21,2014 2014-15 2013-14 2012-13
Non-food Credit 60,430 55,660 8.6% 13.6% 14.0%

1. Agriculture and Allied Activities 7,700 6,694 15.0% 13.0% 8.1%

2 Industry (Micro & Small, Medium 26,651 25229 5.6% 12.4% 15.7%
and Large)

3. Services, of which: 14,120 13,370 5.6% 15.5% 13.7%
(a) Transport Operators 881 895 -1.6% 12.2% 4.5%
(b) Professional Services 747 707 5.7% 25.6% 18.5%
(c) Trade 3,619 3,228 12.1% 15.9% 23.6%
(d) Commercial Real Estate 1,680 1,544 8.8% 22.4% 11.9%
®© gg:ﬂ;ﬁ"l:;”(?\‘ggf:"s‘;'a' 3,136 2,946 6.4% 12.6% 14.7%
(f) Computer Software 167 176 -5.1% 4.1% 18.2%
(g) Tourism Hotel & Restaurants 364 392 -7.1% 11.0% 9.0%
(h)  Shipping 100 99 1.0% 13.8% 8.8%
(i)  Other Services 3,426 3,375 1.5% 14.6% 7.4%

4, Personal Loans, of which: 11,958 10,367 15.3% 14.6% 14.5%
(a) Consumer Durables 153 128 19.5% 52.4% 18.3%
(b)  Housing (Including Priority 6,300 5,408 16.7% 17.0% 14.6%

Sector Housing)
(c) gdvan_ces against Fixed 629 641 1.9% 4.6% 75%
eposits
(d) Ad\_/ances to Individuals 47 38 23.7% 29 6% 3.3%
against share & bonds

(e) Credit Card Outstanding 305 249 22.5% -1.6% 24.0%
(f)  Education 634 600 5.7% 8.9% 10.0%
(g) Vehicle Loans 1,505 1,304 15.4% 17.0% 25.0%
(h) Other Personal Loans 2,376 1,998 18.9% 12.4% 11.3%

Note : 1. Data are provisional and relate to select banks which cover 95% of total non-food credit extended by all scheduled commercial banks
2.Gross bank credit data include bills rediscounted with the RBI, Exim Bank, other financial institutions and inter-bank participations
Source: Reserve Bank of India Bulletin, May 2015

Following the overall acceleration in credit growth, credit to infrastructure also grew at 10.1%. As at the end of March
2015, the power sector accounted for more than half of total infrastructure credit. Further, the growth of credit to the
power sector was higher than the overall growth of credit to infrastructure.

There was a sharp rise in the growth of priority sector credit in fiscal year 2014 to 22.0% as compared to previous year’s
growth of 8.4%. The growth in priority sector credit was higher than the growth in overall credit for the corresponding
period.

In fiscal year 2014, credit to priority sectors by public and private sector banks was 39.4% and 43.9% of adjusted net
bank credit or credit equivalent of off-balance sheet exposure, whichever is higher, respectively, indicating a shortfall
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against the overall priority sector lending target of 40.0%. (Source: RBI Annual Report 2014). In addition, advances to
agriculture and weaker sectors by both public and private sector banks were less than 18% and 10%, respectively, at the
aggregate level.

Microfinance and Financial Inclusion

The microfinance sector in India is a sizable industry today, with significant year on year growth in fiscal year 2015. This
is despite the near grounding the industry faced after the Andhra Pradesh crisis in 2010, when funding to the sector
stopped and portfolio quality deteriorated across the country.

The board of directors of the RBI, at its meeting held on October 15, 2010, formed a sub-committee of the board of
directors, the Malegam Committee, to study the issues and concerns in the microfinance sector in so far as they are
related to the entities regulated by the RBI. In May 2011, the RBI accepted the recommendations of the Malegam
Committee Report and subsequently issued the NBFC-MFI Directions on December 2, 2011 creating and recognizing a
separate category of NBFCs, namely, NBFC-MFIs. Subsequent to the crisis, the monitoring role of the RBI has been
strengthened and supported by the emergence of a functional self -regulatory organization, the Microfinance Institutions
Network (MFIN). The feeding of client-level data into the credit bureau infrastructure has addressed not only any
multiple financing concerns but also reflected the indebtedness of borrowers better.

Over the last year, the RBI has introduced several measures aimed at furthering financial inclusion. For example, the RBI
granted permission to NBFCs to act as business correspondents, widened the number of sectors termed as “priority
sector”, and introduced new classes of banks in the financial system (such as small finance banks and payment banks). In
addition to such changes on the regulatory front, the structural thrust brought about by the government through the
introduction of financial inclusion schemes like simplified savings accounts (Pradhan Mantri Jan-Dhan Yojana),
accidental death and life insurances (Pradhan Mantri Suraksha Bima Yojana and Pradhan Mantri Jeevan Jyoti Yojana),
and pension schemes (Pradhan Mantri Atal Pension Yojana) aimed at the bottom of the pyramid presents a unique
opportunity for players in the sector to develop a strong network of loyal customers on the back of a comprehensive
product suite.

Further, in April 2015, the Government launched the Pradhan Mantri MUDRA (Micro Units Development and Refinance
Agency) Yojana. Pursuant to the scheme, the government proposed to set up the Micro Units Development and
Refinance Agency (MUDRA) Bank, to regulate and refinance all micro-finance institutions which are in the business of
lending to micro or small business entities engaged in manufacturing, trading and services activities. The Micro Units
Development and Refinance Agency was formed in April 2015 as a non-banking financial company, and is proposed to
be converted into a bank in the future.

Interest Rates and Inflation

The monetary policy stance of the RBI changed significantly over three distinct phases during fiscal year 2014. The first
phase, monetary easing, that started in fiscal year 2013 continued until the middle of July 2013. During the second phase
of fiscal year 2014, the RBI undertook exceptional monetary measures in order to address exchange market pressures.
However, these monetary measures were normalized by the end of November 2013. In the third phase, monetary policy
became increasingly anti-inflationary as a result of CPI inflation and inflation expectations persisting at elevated levels.
The monetary policy framework witnessed key changes during the year reflecting implementation of some of the
recommendations of the Expert Committee to Revise and Strengthen the Monetary Policy Framework, i.e. the Urjit Patel
Committee. Those recommendations include: adopting the CPI (combined) as the key metric of inflation for conducting
monetary policy, explicit communication of a glide path for disinflation, transition to a bi-monthly monetary policy cycle
beginning in fiscal year 2015, progressive reduction in access to overnight liquidity under the liquidity adjustment
facility at the fixed repo rate and a corresponding increase in access to liquidity through term repos and introduction of
variable tenor term repos. (Source: RBI Annual Report 2014.)

According to the most recently available data, WPI inflation was recorded at -2.3% in March 2015, further decelerating
from a -2.1% in February 2015. It is the lowest rate since October 2009, mainly due to a fall in the prices of food and
petrol. Further, CPI inflation also slowed for the second consecutive month to 5.2% in March 2015, from a 5.4% in
February 2015. This also is the lowest rate on record and is largely a result of lower food prices. (Source: RBI Bulletin
dated May 11, 2015.)

Earlier, in response to increased inflation, in fiscal years 2011 and 2012, the RBI had increased its policy rates 13 times,

enacting gradual increases in the repo rate from 5.00% on 31 March 2010 to a peak of 8.50% with effect from October
25, 2011. However, the RBI cut the repo rate to 8.00% effective April 17, 2012 and to 7.75% effective January 29, 2013.
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RBI again decreased the repo rate to 7.50% on March 19, 2013 and then to 7.25% effective May 3, 2013. However, RBI
reversed the trend on September 20, 2013 by raising the repo rate to 7.50% in response to the high inflation. RBI further
increased the repo rate to 7.75% and 8.00% on October 29, 2013 and January 28, 2014, respectively, and reduced it to
7.75% effective January 15, 2015. The reverse repo rate has been pegged at 1.0% below the repo rate since March 2011
and thus has followed a similar trend since that time. The RBI reduced the marginal standing facility (MSF) by 125 basis
points in three tranches from 10.25% to 9.00%, the last tranche being effective from January 28, 2014. The MSF rate
stood at 8.75% in line with the drop in the repo rate effective January 15, 2015. During fiscal year 2011, the RBI
increased the cash reserve ratio (CRR) from 5.75% to 6.00%, but in fiscal year 2012, it lowered the CRR to 4.75% and
on January 29, 2013, to 4.00% with effect from February 9, 2013. (Source: RBI Notifications available at
http://www.rbi.org.in.)

In the first bi-monthly monetary policy statement for fiscal 2015 announced on April 1, 2014, the RBI kept the repo rate
unchanged at 8.0%. The liquidity provided under the seven day and 14 day term repos was increased from 0.5% of
demand and time liabilities to 0.75%. In the second bi-monthly monetary policy statement announced on June 3, 2014,
the RBI reduced the statutory liquidity ratio by 50 basis points from 23.0% to 22.5% of demand and time liabilities while
keeping the repo rate and cash reserve ratio unchanged at 8.0% and 4.0%, respectively. In the third bi-monthly monetary
policy statement announced on August 5, 2014, the RBI further reduced the statutory liquidity ratio by 50 basis points to
22.0% of demand and time liabilities and kept the repo rate and cash reserve ratio unchanged. Also, the holding of total
government securities forming part of statutory liquidity ratio in the held-to-maturity category were reduced from 24.5%
of net demand and time liabilities to 24.0% with effect from August 9, 2014. In its press release dated January 15, 2015,
the RBI announced a reduction of the repo rate to 7.75% with immediate effect. On February 10, 2015, RBI reduced the
statutory liquidity ratio (SLR) of scheduled commercial banks by 50 basis points from 22.0 per cent to 21.5 per cent of
their NDTL with effect from the fortnight beginning February 7, 2015. Subsequently, on March 10, 2015 the RBI
announced a 25 basis points reduction in repo rate with immediate effect, reducing it to 7.5% and further in the second
bi-monthly monetary policy announcement for fiscal 2016, released on June 2, 2015, the RBI reduced the repo rate by
another 25 basis points to 7.25% while keeping the cash reserve ratio constant at 4% of NDTL.

As proposed in the Second Quarter Review of Monetary Policy 2010-11, a discussion paper on deregulation of savings
bank deposit rates was prepared and placed on the RBI website on April 28, 2011 for suggestions or feedback from the
general public. Based on the feedback received and after examining the pros and cons of such deregulation, on balance,
the RBI decided to deregulate the savings bank deposit interest rate, effective October 25, 2011, subject to the following
two conditions:

e  First, each bank will have to offer a uniform interest rate on savings bank balances up to 100,000, irrespective
of the amount in the account within this limit.

e Second, for savings bank balances over ¥100,000, a bank may provide differential rates of interest, if it so
chooses. However, there should not be any discrimination from customer to customer on interest rates between
similar deposits accepted on same date.

Asset Quality

During fiscal year 2014, the deteriorating asset quality of the banking sector emerged as a major concern, with gross
NPAs of banks registering a sharp increase. The spurt in NPAs could be attributed to the slowdown prevailing in the
domestic economy as well as inadequate appraisal and monitoring of credit proposals.

The deterioration in asset quality was more pronounced in the case of public sector banks. During fiscal year 2014, the
gross NPAs of public sector banks increased at a higher rate as compared with the growth rate of NPAs at a system-wide
level.

In recent years, restructuring of advances has been one of the important channels used by banks to contain the
deterioration in asset quality caused by burgeoning NPAs. Consequent to the slowdown in domestic economy, banks,
especially public sector banks, actively resorted to restructuring their advances under the special dispensation scheme of
the RBI announced during 2008. The scheme enabled banks to retain the status of standard accounts even after
restructuring. The steep increase in gross NPAs during fiscal year 2014 was accompanied by a considerable increase in
the growth of restructured advances. This was mainly due to the steep increase in restructured advances by public sector
banks.
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In line with the acceleration in growth of gross NPAs as well as a lower provisioning coverage, net NPAs registered
higher growth. Net NPA ratios were on the higher side for public sector banks, as compared with private sector and
foreign banks.

Bank Group-wise NPA Ratios

Restructured

Gross Net Standard

Bank Group End NPAs to NPAs Advance

March Gross to Net to Total

Advances Advances Standard

Advances
2012 3.2 15 5.7
Public Sector Banks 2013 3.8 2.0 7.2
2014 4.7 2.7 7.2
2012 2.0 0.5 19
Private Sector Banks 2013 1.9 0.5 1.9
2014 1.9 0.7 2.3
2012 2.7 0.6 0.1
Foreign Banks 2013 3.0 1.0 0.2
2014 3.9 1.1 0.1
2012 2.9 1.2 4.7
Aggregate 2013 34 1.7 5.8
2014 4.1 2.2 5.9

Source: RBI Annual Report 2012-13 and 2013-14

The gross NPA ratio of scheduled commercial banks increased to 4.5% in September 2014 from 4.1% in March 2014.
The net NPA ratio also increased to 2.5% in September 2014 from 2.2% in March 2014. Stressed advances (defined as
gross NPAs plus restructured standard advances) increased to 10.7% of total advances from 10.0% between March and
September 2014. Public sector banks continued to record the highest level of stressed advances at 12.9% of their total
advances in September 2014, followed by private sector banks at 4.4%.

Of the total number of cases referred to, or approved under corporate debt restructuring (CDR), 49% have been
successfully implemented till end of December 2014. Further, the number of cases referred to the CDR cell has fallen in
recent months. One of the reasons for this reduction could be the RBI’s move to allow banks to restructure their large
credits with aggregate exposure of 1000 million and above outside CDR under the Joint Lenders’ Forum, which became
effective on April 1, 2014.

Five sub-sectors (infrastructure, iron and steel, textiles, mining (including coal) and aviation) had significantly higher
levels of stressed assets and thus these sub-sectors were identified as “stressed” sectors. These five sub-sectors had 52%
of total stressed advances of all SCBs as of June 2014, whereas, in the case of public sector banks, total stressed
advances was at 54%. The data on exposure to infrastructure as of September 2014 shows that the exposure of SCBs to
the sector further increased to 15.6% of their total loans. Exposure to the energy segment, largely comprising of
electricity, oil and gas, constituted the major portion (around 58%) of banks’ aggregate exposure to infrastructure sectors,
followed by transport (around 21%) and telecommunications (around 10%). Among bank groups, exposure of public
sector banks to infrastructure stood at 17.5% of their gross advances as of September 2014. This was significantly higher
than that of private sector banks (at 9.6%) and foreign banks (at 12.1%). (Source: Financial Stability Report (Including
Trend and Progress of Banking in India 2013-14) December 2014.)

Income and profitability

During fiscal year 2014, the growth in net profits of SCBs, which had been on a declining trend since fiscal year 2012,
turned negative. SCBs as a whole reported net profits of approximately ¥809 billion, indicating a decline of 11.3%
compared to the previous year. This decline in net profits was primarily the result of higher provisioning on banks’
delinquent loans, which registered an increase of nearly 34% coupled with growth in interest expenses of around 12%
during the year. This, in turn, impacted banks’ return on assets (RoA) and return on equity (RoE). In addition, banks also
witnessed a decline in their spread and net interest margin.

Following a contraction in net profit during fiscal year 2014, SCBs as a whole recorded positive growth in net profit of
10.0% in September 2014 as a result of significantly lower growth in both provisioning and write-offs. The RoA of all
SCBs remained at 0.8% as of December 2014, while the RoE of all SCBs improved to 9.9% as of September 2014 from
9.5% as of March 2014. (Source: Financial Stability Report (Including Trend and Progress of Banking in India 2013-14)
December 2014.)
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Future Developments in the Banking Sector and Expected Domestic Reforms
Implementation of the Basel 111 Capital Regulations

In December 2010, the Basel Committee on Banking Supervision (BCBS) issued a comprehensive reform package of
capital regulations, Basel Ill. The objective of the reform package is to improve the banking sector’s ability to absorb
shocks arising from financial and economic stress, thus reducing the risk of spill over from the financial sector to the real
economy. The RBI issued the RBI Basel 111 Capital Regulations and the guidelines became operational from April 1,
2013. However, the reform package and guidelines will be implemented in a phased manner. On December 31, 2013, the
RBI further extended the implementation of credit valuation adjustment risk to April 1, 2014; and, on March 27, 2014,
extended the deadline for full implementation of Basel Il requirements to March 31, 2019. (Source: RBI Circular
DBOD.No0.BP.BC.81/21.06.201/2013-14 dated 31 December 2013 and RBI Circular
DBOD.No0.BP.BC.102/21.06.201/2013-14 dated March 27, 2013.)

Under Basel 111, total capital of a bank in India must be at least 9.00% of RWAs (8.00% as specified by the BCBS), Tier
| capital must be at least 7.00% of RWAs (6.00% as specified by the BCBS) and Common Equity Tier | capital must be
at least 5.50% of RWAs (4.50% as specified by BCBS). Due to the transitional arrangements, the capital requirements of
banks may be lower during the initial periods and higher during later years. Therefore, banks have been advised to do
their capital planning accordingly. In addition to the minimum requirements as indicated above, banks are required to
maintain a capital conservation buffer (CCB) in the form of common equity of 2.50% of RWAs. Under the RBI Basel 111
Guidelines, total capital with CCB has been fixed at 11.50% of RWAs. In July 2014, the RBI released the “Final Report
of the Internal Working Group on Implementation of Counter-cyclical Capital Buffer (CCCB)”, which requires banks to
maintain a buffer of up to 2.5% of RWAs in period of high credit growth as precaution for downturn. Further, as per the
RBI’s release on “Framework for Dealing with Domestic Systemically Important Banks (D-SIBs)” dated 22 July 2014,
D-SIBs must have incremental capital of 0.2% to 0.8% and the quantum of capital required is dependent upon size,
interconnectedness, substitutability and complexity of the bank.

Further, under Basel Ill, a simple, transparent, non-risk based leverage ratio has been introduced. The BCBS will test a
minimum Tier | leverage ratio of 3.00% during a parallel run period from January 1, 2013 to January 1, 2017. The RBI
has prescribed that during this parallel run period, banks should strive to maintain their existing leverage ratios, but in no
case should a bank’s leverage ratio fall below 4.50%. Banks whose leverage is below 4.50% have been advised to
achieve this target as early as possible. This leverage ratio requirement is yet to be finalized and will be finalized taking
into account the final proposals of the BCBS. (Source: RBI Annual Report 2011-2012.) Additionally, in June 2014, the
RBI released guidelines for a LCR as part of the Basel Il framework on liquidity standards, which will require minimum
LCRs starting at 60% as of January 1, 2015, increasing in equal annual steps to 100% by January 1, 2019.

Further, Additional Tier | non-equity capital instruments under Basel 111 are expected to provide additional features such
as full coupon discretion, and principal loss absorption when the common equity ratio of a bank falls below 6.125% of its
risk-weighted assets. In the case of Tier Il non-equity capital instruments, the distinction between Upper Tier 1l and
Lower Tier Il instruments under Basel Il is removed and a single class of Tier Il instrument eligibility criteria has been
prescribed. Additionally, under Basel 111 loss absorption features have been included in the event of occurrence of the
‘Point of Non-Viability’ trigger. The RBI has also fixed the base at the nominal amount of capital instruments
outstanding on January 1, 2013, and their recognition will be capped at 90.00% from April 1, 2013, with the cap reducing
by 10.00% points in each subsequent year.

Dynamic Provisioning Guidelines

At present, banks generally make two types of provisions; general provisions on standard assets and specific provisions
on NPAs. Since the level of NPAs varies through the economic cycle, the resultant level of specific provisions also
behaves cyclically. Consequently, lower provisioning during upturns and higher provisions during downturns have a pro-
cyclical effect on the real economy.

To address the pro-cyclicality of capital and provisioning, efforts at an international level are being made to introduce
countercyclical capital and provisioning buffers. The RBI has prepared a discussion paper on countercyclical (dynamic)
provisioning framework.

The dynamic provisioning framework is based on the concept of expected loss. The average level of losses a bank can
reasonably expect to experience is referred to as expected loss, and is considered the cost of doing business. It is
generally covered by provisioning and pricing. The objective of dynamic provisioning is to smoothen the impact of
incurred losses on the results of operations through the cycle, and not to provide general provisioning cushion for

123



expected losses. More specifically, the dynamic provisioning created during a year will be the difference between long
run average expected loss of the portfolio for one year and the incremental specific provisions made during the year.

The parameters of the model suggested in the discussion paper are calibrated based on data of Indian banks. The
discussion paper suggested that Banks that have the capability to calibrate their own parameters may, with the prior
approval of the RBI, introduce a dynamic provisioning framework using the theoretical model indicated by the RBI.
Other banks would have to use the standardized calibration provided by the RBI. (Source: RBI Annual Report 2011-2012
and Discussion Paper on Introduction of Dynamic Loan Loss Provisioning Framework for Banks in India dated March
30, 2012.)

The RBI, in its circular dated February 7, 2014, has decided that, as a countercyclical measure, a bank may utilize up to
33% of the countercyclical provisioning buffer/floating provisions held by it as of March 31, 2013 for making specific
provisions for non-performing assets, as per the policy approved by the bank’s Board of Directors. The RBI further
clarified that the use of the countercyclical provisioning buffer/floating provisions under this measure may be over and
above the use of the countercyclical provisioning buffer/floating provisions for the purpose of making accelerated or
additional provisions as proposed in the RBI’s press release of 30 January 2014 on “Early Recognition of Financial
Distress, Prompt Steps for Resolution and Fair Recovery for Lenders: Framework for Revitalizing Distressed Assets in
the Economy.” The February 2014 circular also emphasizes that, while the dynamic provisioning framework is expected
to be in place with improvement in the system, all banks should develop necessary capabilities to have a dynamic loan
loss provisioning framework in place which would enable them to build up a “DP account” during good times and utilize
the same during a downturn.

Proposed Bankruptcy Code

The Union Finance Minister made an announcement in his budget speech for 2015-2016 identified bankruptcy law
reform as a key priority and stated that the government proposed to introduce a comprehensive bankruptcy code that will
meet global standards and provide necessary judicial capacity.

Way Forward For Banks in India

Going forward, the RBI has stated that banks will need to move towards the mandated higher capital standards, stricter
liquidity and leverage ratios and a more cautious approach to risk. This implies that Indian banks will need to improve
efficiency even as their costs of doing business go up. They will need to refine their risk management skills for enterprise
wide risk management. In addition, banks need to have in place a fair and differentiated risk pricing of products and
services since capital comes at a cost. This involves costing, a quantitative assessment of revenue streams from each
product and service and an efficient transfer-pricing mechanism that would determine capital allocation.

During fiscal year 2013 and 2014, NPAs rose. The slippage ratio of the banking system, which showed a declining trend
during fiscal years 2005-2008, further increased during fiscal years 2009-2014. The RBI has stated that banks need to not
only utilize effectively the various measures put in place by the RBI and the Government for the resolution and recovery
of bad loans, but also strengthen their due diligence, credit appraisal and post sanction loan monitoring systems to
minimize and mitigate the problem of increasing NPAs in fiscal 2015 and beyond.

Going ahead, the RBI has stated that banks need to tap into untapped business opportunities for resources to power the
growth engine. This requires harnessing resources and fortune at the bottom of the pyramid, including small customers.
The challenge before banks is to make the best use of technology and innovation to bring down intermediation costs
while protecting their bottom lines. The RBI has stated that recent regulatory initiatives like the deregulation of savings
bank deposit interest rates and opening up government business to more banks, imminent steps, such as licensing of new
banks and subsidiarization of the foreign bank branches, on the one hand, and the changing profile and simultaneously
rising aspirations and expectations of customers on the other, should make the industry more competitive and
increasingly, a buyers’ market. As the Indian banking sector is propelled forward, banks have to strive to remain relevant
in the changing economic environment by reworking their business strategy, designing products with the customer in
mind and focusing on improving the efficiency of their services. The RBI has stated that the challenge for Indian banks is
to reduce costs and pass on the benefits to both depositors and lenders.

Digitization is profoundly impacting businesses across the world. The RBI has stated that India and Indian banks will
have to embrace this change. India is already the third largest country in terms of internet users in the world. Digitization
opens up significant potential to redefine and transform traditional models of client engagement and client lifecycle
management. Business intelligence can improve front line productivity and in turn customer engagement. Banks can
reduce transaction costs by moving brick and mortar transactions to cloud and spectrum media. Banks can also serve
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certain segments like the bottom of the pyramid customers which may not be viable through traditional banking models.
In order to realize these potential benefits, traditional business model needs to undergo a significant change. Banks need
to create a different DNA within the Bank to drive this process.

Financial Sector Legislative Reforms Commission (FSLRC)

The FSLRC was constituted in March 2011 to redraft and harmonize different legislations related to the financial sector.
(Source: RBI Report on Trend and Progress of Banking in India 2011-12.) In its approach paper released on October 1,
2012, the FSLRC has proposed a two-agency model with the RBI as the monetary authority, banking regulator and
payment systems regulator, and a single regulator for the rest of the financial sector. This is currently in draft form.
(Source: FSLRC, Ministry of Finance, Approach Paper and Press Release.)

The FSLRC submitted its final report to the Government on March 22, 2013. As per this report, the FSLRC
recommended a non-sectoral, principle-based, legislative architecture for the financial sector by restructuring and/or
upgrading existing regulatory agencies and creating new agencies wherever necessary for better governance. On
September 30, 2014, the Government announced the establishment of four new task forces to lay the roadmap for the
upgrade of existing agencies and establishment of new agencies namely Financial Sector Appellate Tribunal, Resolution
Corporation, Public Debt Management Agency and Financial Data Management Centre. (Source: Government of India,
Ministry of Finance, Department of Economic Affairs Press Release dated September 30, 2014.)

Bank Holding Company (BHC) or Financial Holding Company (FHC)

In June 2010, the RBI constituted a working group to, inter alia, examine the different holding company structures
prevalent internationally in the financial sector and to examine the feasibility of introducing an FHC structure in the
Indian context. FHCs are companies that own or control one or more banks or non-bank financial companies. Currently,
banks in India are organized under a bank-subsidiary model (BSM) in which the bank is the parent of all the subsidiaries
of the group. In May 2011, the RBI released the working group’s recommendation that stated, among others, that the
FHC model should be pursued as a preferred model for the financial sector in India and that the RBI should be
designated as the regulator for FHCs. (Source: RBI Report of the Working Group on Introduction of Financial Holding
Company Structure in India and Press Release.) The RBI issued the Guidelines for Licensing of New Banks in the
Private Sector in February 2013 and the Guidelines for Licensing of Small Finance Banks in the Private Sector in
November 2014. Pursuant to such guidelines, promoters are permitted to set up such banks only through wholly-owned,
non operative financial holding companies. Since April 2014, such financial holding companies have been required by
the RBI to be registered as a separate category of NBFCs.

Grant of new bank licenses after the amendment of the Banking Regulation Act

The Union Finance Minister announced in his budget speech for fiscal year 2011 that there was a need to extend the
geographic coverage of banks and improve access to banking services and the RBI was considering granting of
additional banking licenses to private sector players, and that NBFCs could also be considered if they met the required
eligibility criteria.

Following the budget announcement, the RBI issued guidelines for licensing of new banks in the private sector in
February 2013 specifying that select entities or groups in the private sector, entities in the public sector and non-banking
financial companies would be eligible to promote banks. The applicants were required to submit applications for these
licenses to the RBI by July 1, 2013, and 26 applications were reviewed by the RBI. These applications were screened by
the RBI before being forwarded to the RBI’s High Level Advisory Committee (HLAC) for further scrutiny, which
submitted its recommendations to the RBI on February 25, 2014.

On April 2, 2014, the RBI granted “in-principle” approval to two applicants (IDFC Limited and Bandhan Financial
Services Private Limited) to set up banks under the Guidelines for Licensing of New Banks in the Private Sector. The
“in-principle” approval is valid for a period of 18 months and the applicants will not be permitted to engage in banking
business until a regular license is issued after satisfaction of the conditions stipulated by the RBI in this respect. In the
future, the RBI intends to issue licenses on an on-going basis, subject to the RBI’s qualification criteria.

On November 27, 2014, RBI released the guidelines for the “Licensing of Small Finance Banks in the Private Sector”,
which are aimed at furthering financial inclusion by (a) provision of savings vehicles, and (ii) supply of credit to small
business units, small and marginal farmers, micro and small industries, and other unorganized sector entities, through
high technology-low cost operations. The RBI also issued the guidelines for “Licensing of Payments Banks”, which are
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aimed at furthering financial inclusion by providing (i) small savings accounts, and (ii) payments/remittance services to
the migrant labor workforce, low income households, small businesses, other unorganized sector entities and other users.
The guidelines prescribed promoter eligibility and capital requirement, scope of activity, ownership restrictions,
prudential norms and application process. (Source: RBI Press Release available at http://www.rbi.org.in dated November
27, 2014.) A total of 72 applications for Small Finance Banks and 41 applications for Payment Banks were received by
RBI. The RBI announced setting of a 4-member External Advisory Committee (EAC) for each of Small Finance Banks
and Payments Banks to evaluate the applications. (Source: RBI Press Release dated February 4, 2015)

Foreign banks setting up wholly-owned subsidiaries in India

In November 2013, the RBI issued a scheme for setting up wholly-owned subsidiaries by foreign banks in India. The
scheme envisages that foreign banks that commenced business in India after August 2010, or do so in the future, would
be permitted to do so only through wholly-owned subsidiaries if certain specified criteria apply to them. These criteria
include incorporation in a jurisdiction which gives legal preference to home country depositor claims in case of a
winding up proceeding, among others.

Further, a foreign bank that has set up operations in India through the branch mode after August 2010 will be required to
convert its operations into a subsidiary if it is considered to be systemically important. A bank would be considered to be
systemically important if the assets on its Indian balance sheet (including credit equivalent of off-balance sheet items)
equals 0.25% of the total assets (inclusive of credit equivalents of off-balance sheet items) for all scheduled commercial
banks in India as of March 31 of the preceding year. Establishment of a subsidiary would require approval of the home
country regulator/supervisor and the RBI, which would be subject to various factors including economic and political
relations with the country of incorporation of the parent bank and reciprocity with the home country of the parent bank.
The regulatory framework for a subsidiary of a foreign bank would be substantially similar to that applicable to domestic
banks, including with respect to priority sector lending and branch expansion. Wholly-owned subsidiaries of foreign
banks may, after further review, be permitted to enter into merger and acquisition transactions with Indian private sector
banks, subject to adherence to the foreign ownership limit of 74.0% that is currently applicable to Indian private sector
banks.

International Banking Units

In April 2015, the RBI allowed banks in India to set up banking units in the proposed international finance service
centres (“IFSC”). The regulatory guidelines for IFSC Banking Units (“1BUs”) will be at par with overseas branch of a
bank and each eligible bank would be permitted to establish one IBU in each IFSC.

The Government of India has already announced setting up of the first IFSC in Gujarat, namely, Gujarat International
Finance Tec-City (GIFT) in Gandhinagar, Gujarat.

Lending to Infrastructure and Affordable Housing Sectors

In the Union Budget 2014-2015, the Finance Minister announced that in order to ease constraints in long-term financing
for infrastructure, banks would be permitted to raise long-term funds for lending to the infrastructure sector with
minimum regulatory pre-emption. In July 2014, the RBI issued guidelines for the issue of long-term bonds by banks for
the financing of the infrastructure and affordable housing sectors and guidelines for the flexible structuring of long-term
project loans to the infrastructure and core industries sectors. Under the guidelines, banks are permitted to issue long-
term fully paid, redeemable and unsecured bonds with a minimum maturity of seven years to enable lending to long-term
projects in certain specified infrastructure sub-sectors, and the affordable housing sector in accordance with the
guidelines. To encourage lending to these sectors, banks have been permitted to exclude these long-term bonds from the
CRR and SLR requirements and such lending from the ANBC computation for the purposes of their priority sector
lending targets.

The guidelines will help banks to be able to better compete with NBFCs, particularly in lending to infrastructure projects
and affordable housing segments. In addition, in November 2014, the RBI announced asset classification and
provisioning norms for NBFCs to be aligned to banks in a phased manner. Further, the RBI committees (the Usha Thorat
Committee and the Nachiket Mor Committee) in their reports have also recommended increased disclosures and
supervisory rigor for NBFCs, possibly through risk based supervision as carried out for banks.
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Amendment to the Banking Law

The Ministry of Finance, Government of India notified the Banking Laws (Amendment) Act, 2012 in January 2013
making certain important amendments to the Banking Regulation Act. Some of the key changes include amendment to
Section 12 enabling banks to issue preference shares, subject to the guidelines to be framed by the RBI. The amendment
to Section 12 also provides power to the RBI for increasing the ceiling for exercise of voting rights on poll from 10% to
26% in a bank, in a phased manner. Prior to the amendment, the RBI did not have such power and voting rights were
restricted to 10% of the total voting rights. In addition, a new Section 12B has been inserted which restricts acquisition of
shares or voting rights in a bank, directly or indirectly, in excess of 5% of the paid-up share capital of bank, either
individually or together with any other person or banking company or associate enterprise, without the prior approval of
the RBI.

Further, a new Section 36ACA empowers the RBI to supersede the powers of the board of directors a bank for a period
not exceeding 6 months, if the affairs of such bank are conducted in a manner detrimental to the interests of public or its
deposit holders, in consultation with the Central Government. This period may be extended, however it cannot exceed 12
months in total.

Priority Sector Lending Guidelines

The RBI issued the master circular on priority sector lending in July 2014 with detailed guidelines and directives,
including classification and description of activities categorized to be included under priority sector and the targets
required to be achieved for each category. Agriculture, micro and small Enterprises, education, housing, export credit and
others were the six categories identified for priority sector. On April 23, 2015, the RBI announced that in addition to the
existing categories, medium enterprises, social infrastructure and renewable energy would also be included in the priority
sector. In addition, the distinction between direct and indirect agriculture was dispensed with. The RBI also specified the
target dates for the foreign banks to adhere to the priority sector lending targets.

Any shortfall in the lending to priority sector targets or sub-targets needs to be met through contributions to the Rural
Infrastructure Development Fund (RIDF) established by NABARD and other funds with NABARD, NHB, SIDBI and
other financial institutions, as decided by the RBI from time to time. In the April 2015 amendments announced by the
RBI, it changed the assessment period for the non-achievement to quarterly average basis at the end of the respective
year from 2016-2017 onwards, as compared to on an annual basis. Further, the concept of a tradable Priority Sector
Lending Certificate (PSLC) has also been introduced, which would enable the “deficit’ banks to buy these certificates
from “surplus’ banks to meet their targets and such certificates would be eligible for classification under respective
categories of priority sector, provided the assets are originated by banks, and are eligible to be classified as priority sector
advances and fulfil the RBI guidelines on priority sector lending certificates.

Debt Recovery Regulations in India
Debt Recovery Tribunals (“DRT”)

DRTs have been established for the recovery of debts in accordance with the Banks and Financial Institutions Act, 1993,
as amended, for the expeditious adjudication and recovery of debts that are owed to banks and financial institutions. The
amendments made in 2000 and 2003 to the Act and the Rules framed in accordance with it have further strengthened the
functioning of the DRTs. As on March 2014, a total of 150,503 cases involving approximately ¥2601 billion were filed
with the DRTSs by the SCBs, and approximately 427 billion was recovered.

SARFAESI Act

The SARFAESI Act passed in Parliament in 2002 gives powers of “seize and desist” to banks. Banks can give a notice in
writing to the borrower requiring it to discharge its liabilities within 60 days, failing which the secured creditor may take
possession of the assets constituting the security for the loan and exercise management rights in relation thereto. The
SARFAESI Act also provides for the establishment of asset reconstruction companies regulated by the RBI to acquire
assets from banks and financial institutions. The constitutionality of the SARFAESI Act was challenged in Mardia
Chemicals Limited v. Union of India, AIR 2004 SC 2371. The Supreme Court upheld the validity of the SARFAESI Act,
except Section 17(2), which it struck down on the ground that the requirement of making a deposit of 75% of the amount
claimed at the time of making a petition or an appeal to the DRT in order to challenge the measures taken by the creditor
was unreasonable. Out of 140,991 notices involving approximately 353 billion issued in 2011-12, approximately ¥101
billion was recovered. In addition to the SARFAESI Act, several states also have revenue recovery legislation and lok
adalats (people’s courts).
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Corporate Debt Restructuring (“CDR”)

The RBI devised the CDR system to serve as an institutional mechanism for the restructuring of corporate debt. The
CDR system is a voluntary, non-statutory mechanism based on debtor-creditor and inter-creditor agreements. Any lender
with a minimum 20% exposure in term loans or working capital in a concerned corporate entity may access the CDR
forum.

Of the total number of cases referred to, or approved under CDR, 49% have been successfully implemented till end of
December 2014. Further, the number of cases referred to the CDR cell has fallen in recent months. One of the reasons for
this reduction could be the RBI’s move to allow banks to restructure their large credits with aggregate exposure of 1000
million and above outside CDR under the Joint Lenders’ Forum, which became effective on April 1, 2014.
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OUR BUSINESS
Overview

We are a private sector bank in India and provide a wide range of banking and financial products and services to
individual consumers and corporate and commercial entities ranging from small businesses to large companies and
government entities. We are a leading financier of certain categories of commercial vehicles. For 2014, we were
recognized as the “Best Medium-Sized Bank” and “Fastest Growing Medium-Sized Bank” by Business World in its BW-
PwWC Best Bank Survey, “Best Mid-Sized Bank” by Business Today in its BT-KPMG Best Bank Survey and 19" “Most
Valuable Indian Brand” by the BrandZ Top 50 Most Valuable Indian Brands (a study published by WPP and conducted
by Millward Brown). Our activities are organized into the following business units:

e Consumer banking;

e  Corporate and commercial banking;

e  Global markets; and

e  Transaction banking.

In the fiscal years ended March 31, 2013, March 31, 2014 and March 31, 2015, our total income was ¥83,461.93 million,
$101,440.63 million and ¥120,958.37 million, respectively, representing a compounded annual growth rate (CAGR) of
20.39% for the three-year period ended on March 31, 2015. In the fiscal years ended March 31, 2013, March 31, 2014
and March 31, 2015, our net profit was 310,611.83 million, ¥14,080.22 million and ¥17,937.15 million, respectively,
representing a CAGR of 30.01% for the three-year period ended on March 31, 2015. Our total assets have increased
from ¥733,065.15 million as of March 31, 2013, to ¥870,259.31 million as of March 31, 2014, to ¥1,091,159.19 million
as of March 31, 2015, representing a CAGR of 22.00% from March 31, 2013 to March 31, 2015.

As of March 31, 2015, we had a customer base of approximately 6.84 million customers and had a presence in locations
spread across India, including 801 branches, 1,487 ATMs (of which 868 were off-site ATMs) and 950 marketing outlets
operated by our associate company, Indusind Marketing and Financial Services Private Limited. In addition, we have
representative offices in Dubai, London and Abu Dhabi and correspondent banking relationships with various banks
worldwide. We have submitted applications to the RBI for opening an international finance service centre banking unit at
Gujarat International Finance Tec-City, Gandhinagar, Gujarat and additional offices abroad. We also have arrangements
with certain banks in the Middle East and the United States and certain exchange houses in the Middle East and Asia
Pacific to enhance our capability in providing international remittance services.

Effective August 20, 2013, our base rate, which is the lowest rate at which we can lend, is 11%. Our certificates of
deposit are rated by CRISIL (a subsidiary of S&P) and our debt is rated investment-grade by ICRA, India Ratings and
Research (the Indian subsidiary of Fitch, formerly known as Fitch Ratings India Private Limited) and CARE. The
ratings are as follows:

Rating Agency Rating Debt type

ICRA ICRA AA+ Lower Tier Il subordinate debt
ICRA ICRA AA Upper Tier Il subordinate debt
CRISIL CRISIL A1+ Certificates of deposit

CARE CARE AA+ Lower Tier 1l subordinate debt
India Ratings and Research Ind Al+ Short term debt instruments
India Ratings and Research Ind AA+ Lower Tier Il subordinate debt
India Ratings and Research Ind AA Upper Tier Il subordinate debt
India Ratings and Research Ind AA+ Senior unsecured bonds

Our registered office is located at 2401 Gen. Thimmayya Road (Cantonment), Pune 411 001, India. Our corporate office
is located at One Indiabulls Centre, 8" Floor, Tower 1, 841 Senapati Bapat Marg, Elphinstone Road (W), Mumbai 400
013, India and our secretarial and investor services office is located at 701 Solitaire Corporate Park, 167 Guru
Hargovindji Marg, Andheri Kurla Road, Chakala, Andheri (East), Mumbai 400 093, India.

History

We were established in 1994 as part of the group of nine “New Private Sector Banks” licensed by the Government of
India as part of its economic liberalization programme. As of June 30, 2015, we were one of seven “New Private Sector
Banks” operating in India. For further information on “New Private Sector Banks”, please see “Industry Overview”.
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Our promoters are Indusind International Holdings Ltd. and its subsidiary, Indusind Ltd. Both our promoters are
organized in Mauritius. As of March 31, 2015, our promoters held 15.09% of our Equity Shares.

In 2003, Indusind Enterprises & Finance Limited, a non-banking financial company and one of our promoters at the
time, merged with us. In 2004, Ashok Leyland Finance Limited, a non-banking financial company controlled by the
Hinduja Group, merged with us. Such mergers served to expand our capital base. In addition, as a result of the merger
with ALFL, we established our leadership position in consumer finance.

Our Equity Shares are listed on the BSE and the NSE and our global depositary receipts, each representing one Equity
Share, are listed on the Luxembourg Stock Exchange. In August 2009, we issued 54,897,140 Equity Shares at an offer
price of ¥87.50 per Equity Share to certain qualified institutional investors in a qualified institutions placement in
reliance on Chapter XIII-A of the Securities and Exchange Board of India (Disclosure and Investor Protection)
Guidelines, 2000, as amended, aggregating approximately ¥4,803.50 million. In September 2010, we issued 50,000,000
Equity Shares at an offer price of ¥234.55 per Equity Share to certain qualified institutional investors in a qualified
institutions placement in reliance on Chapter VIII of the ICDR Regulations, aggregating approximately ¥11,727.50
million. In December 2012, we issued 52,100,000 Equity Shares at an offer price of ¥384.00 per Equity Share to certain
qualified institutional investors in a qualified institutions placement in reliance on Chapter VIII of the ICDR Regulations,
aggregating approximately ¥20,006.40 million.

As of March 31, 2015, we had one wholly-owned subsidiary, ALF Insurance Services Private Limited, which has had no
operations since its incorporation. Our Board of Directors, having resolved not to commence an insurance broking
services business, resolved to wind up the subsidiary by resolutions dated July 9, 20