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19. LETTER(S) OF ALLOTMENT/ BOND CERTIFICATE(S)/ REFUND ORDER(S)/ ISSUE OF LETTER(S) OF 
ALLOTMENT  

 
The beneficiary account of the applicant(s) with National Securities Depository Limited (NSDL)/ Central Depository  
Services (India) Limited (CDSL)/ Depository Participant will be given initial credit within two working days from the 
Deemed Date of Allotment. The initial credit in the account will be akin to the Letter of Allotment. On completion of the 
all statutory formalities, such credit in the account will be akin to a Bond Certificate. 
 
20. ISSUE OF BOND CERTIFICATE(S)  

 
Subject to the completion of all statutory formalities within time frame prescribed in the relevant regulations/ act/ rules 
etc, the initial credit akin to a Letter of Allotment in the Beneficiary Account of the applicant would be replaced with the 
number of Bonds allotted. The Bonds since issued in electronic (dematerialized) form, will be governed as per the 
provisions of The Depository Act, 1996, Securities and Exchange Board of India (Depositories and Participants) 
Regulations, 1996, rules notified by NSDL/ CDSL/ Depository Participant from time to time and other applicable laws 
and rules notified in respect thereof. The Bonds shall be allotted in dematerialized form only. 
 
21. DEPOSITORY ARRANGEMENTS  

 
The Bank has appointed Canbank Computer Services Ltd (CCSL) as the Registrar (“Registrar”) for the present Bond 
Issue. The Bank has entered into necessary depository arrangements with National Securities Depository Limited 
(“NSDL”) and Central Depository Services (India) Limited (“CDSL”) for dematerialization of the Bonds offered under 
the present Issue, in accordance with the Depositories Act, 1996 and regulations made there under. In this context, 
the Bank has signed two tripartite agreements as under: 

 
Tripartite Agreement between the Bank, NSDL and the Registrar for dematerialization of the Bonds offered under 
the present Issue. 

 
Tripartite Agreement between the Bank, CDSL and the Registrar for dematerialization of the Bonds offered under 
the present Issue. 
 
Bondholders can hold the bonds only in dematerialised form and deal with the same as per the provisions of 
Depositories Act, 1996 as amended from time to time. 

 
22. PROCEDURE FOR APPLYING FOR DEMAT FACILITY  
 
a. Applicant(s) must have a Beneficiary Account with any Depository Participant of NSDL or CDSL, prior to 

making the applications.  

 
b. The applicant(s) must specify their beneficiary account number and depository participants ID in the relevant 

columns of the Application Form.  
 

c. For subscribing the bonds, names in the application form should be identical to those appearing in the account 
details in the depository. In case of joint holders, the names should necessarily be in the same sequence as 
they appear in the account details in the depository. 

 
d. If incomplete/ incorrect beneficiary account details are given in the Application Form which does not match with 

the details in the depository system, it will be deemed to be an incomplete application and the same be held 
liable for rejection at the sole discretion of the Bank. 
 

e. The Bonds shall be directly credited to the Beneficiary Account as given in the Application Form and after due 
verification, allotment advice/ refund order, if any, would be sent directly to the applicant by the Registrars to 
the Issue but the confirmation of the credit of the Bonds to the applicant‟s Depository Account will be provided 
to the applicant by the Depository Participant of the applicant.  

 
f. Interest or other benefits with respect to the Bonds would be paid to those bondholders whose names appear 

on the list of beneficial owners given by the depositories to the Bank as on the Record Date. In case, the 
beneficial owner is not identified by the depository on the Record Date due to any reason whatsoever, the Bank 
would keep in abeyance the payment of interest or other benefits, till such time the beneficial owner is identified 
by the depository and intimated to the Bank. On receiving such intimation, the Bank shall pay the interest or 
other benefits to the beneficiaries identified, within a period of 15 days from the date of receiving such 
intimation.  

 
g. Applicants may please note that the Bonds shall be allotted and traded on the stock exchange(s) only in 
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December 16, 2013 

Mumbai 

 
Canara Bank 

 
‘CRISIL AAA/Stable’ assigned to Tier-II Bond (under Basel III) 

 

Rs.25 Billion Tier II Bonds (Under Basel III) CRISIL AAA/Stable (Assigned) 

Certificate of Deposits Aggregating Rs.400 
Billion 

CRISIL A1+ (Reaffirmed) 

Lower Tier-II Bonds Aggregating Rs.34.25  
Billion 

CRISIL AAA/Stable (Reaffirmed) 

Upper Tier-II Bonds Aggregating Rs.20.0  
Billion 

CRISIL AAA/Stable (Reaffirmed) 

Perpetual Tier-I Bonds Aggregating Rs.15.896  
Billion 

CRISIL AAA/Stable (Reaffirmed) 

 

CRISIL has assigned its 'CRISIL AAA/Stable' rating to the Rs.25.0-billion Tier-II bond issue 

(under Basel III) of Canara Bank, and has reaffirmed its rating on the bank's existing debt 

instruments at ‘CRISIL AAA/ Stable/CRISIL A1+’. 

 

The distinguishing feature of Tier-II capital instruments under Basel III is the existence of the point 

of non-viability (PONV) trigger, the occurrence of which may result in loss of principal to the 

investor, and hence, to default on the instrument by the issuer. As per the Basel III guidelines, the 

PONV trigger will be determined by the Reserve Bank of India (RBI). CRISIL believes that the 

PONV trigger is a remote possibility in the Indian context given the robust regulatory and 

supervisory framework, and the systemic importance of the banking sector. The inherent risk 

associated with the PONV feature is adequately factored into the rating on the instrument. 

 

The ratings continue to factor in the strong support that Canara Bank will receive from its majority 

owner the Government of India (GoI). The ratings also reflect the bank’s strong market position, 

adequate capitalisation, and satisfactory asset quality. These rating strengths are, however, partially 

offset by Canara Bank’s modest resource profile and average earnings position. 

 

The current ratings continue to factor in the strong support that Canara Bank is likely to receive 

from GoI, both on an ongoing basis and in the event of any distress. This is because GoI is both the 

majority shareholder in public sector banks (PSBs) and the guardian of India’s financial system. 

The stability of the banking sector is of prime importance to GoI, given the criticality of the sector 

to the economy, the strong public perception of sovereign backing for PSBs, and the severe political 

repercussions in case of failure of any PSB on sovereign credit-worthiness. CRISIL believes that 

GoI’s majority ownership creates a moral obligation on the government to support PSBs, including 

Canara Bank. Furthermore, GoI is committed to infusing capital in PSBs on an ongoing basis so as 

to ensure Tier-I capital adequacy ratio (CAR) as per Basel III requirements. Since 2008-09, GoI has 

already infused or committed capital of around Rs.640 billion in PSBs. Canara Bank is expected to 

receive capital of around Rs.5.0 billion from GoI in 2013-14 (refers to financial year, April 1 to 

March 31), indicating GoI’s commitment to extend capital support to the  bank. 

 

 

CRISIL Complexity Levels are assigned to various types of financial instruments. The CRISIL Complexity Levels are available on 

www.crisil.com/complexity-levels. Investors are advised to refer to the CRISIL Complexity Levels for instruments that they desire to invest in. 

Investors may also call the Customer Service Helpdesk with queries on specific instruments. 
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Canara Bank is India’s fifth largest PSB in terms of assets. As on September 30, 2013, it had assets 

of around Rs.4502 billion and advances of around Rs.2811 billion. The bank’s strong market 

position is underpinned by its market share of around 5.0 per cent in deposits and 4.8 per cent in 

advances as on September 30, 2013. The bank also has a Pan-India branch presence, with around 

4216 branches and 4005 automated teller machines across the country as on September 30, 2013. 

The bank’s revenue profile is also diversified across businesses, products, and geographies, 

augmenting its strong overall market position. The bank has a strong franchise in the large and mid-

sized corporate banking segments. 

 

Canara Bank also has adequate capitalisation, with the Tier-I ratio at 8.52 per cent and overall CAR 

at 10.62 per cent as on September 30, 2013 under Basel III (9.77 per cent and 12.40 per cent 

respectively as on March 31, 2013 under Basel II). Furthermore, GoI’s stake at 67.7 per cent in 

Canara Bank as on March 31, 2013 enhances the bank’s flexibility to raise equity capital through 

GoI’s stake dilution up to 51 per cent. The bank is expected to receive capital of around Rs.5.0 

billion from GoI in 2013-14. Canara Bank’s reported net worth coverage for net non-performing 

assets (NPAs) has declined to 4.1 times as on September 30, 2013 (4.7 times as on March 31, 2013 

and 6.7 times as on March 31, 2012) due to deterioration in its asset quality. 

 

Canara Bank’s asset quality is marked by better-than-industry average gross non-performing assets 

(NPAs) and restructured assets. The bank’s gross NPA ratio was at 2.64 per cent as on September 

30, 2013 (2.57 per cent as on March 31, 2013), better than the estimated industry average gross 

NPA of 4.0 per cent as on September 30, 2013 (3.1 per cent as on March 31, 2013). The fresh 

slippages to NPAs too reduced from 4.4 per cent during the quarter ended June 30, 2013 to 2.4 per 

cent during the quarter ended September 30, 2013. The slippages to NPA stood at 2.5 per cent in 

2012-13 and 2.2 per cent in 2011-12. The bank had outstanding restructured standard advances of 

Rs.181 billion as on September 30, 2013, translating to 6.4 per cent of net advances. This translates 

to weak assets
1
 of around 3.8 per cent as on September 30, 2013 (~3.7 per cent as on March 31, 

2013) for Canara Bank. Given the continued pressure on corporate sector credit quality because of 

subdued macroeconomic environment, Canara Bank’s ability to manage asset quality, including the 

extent of slippages from restructured assets will be a key monitorable. 

 

Canara Bank has a modest resource profile marked by lower-than-industry average current and 

savings accounts (CASA) deposits and resultant higher cost of funds. As on September 30, 2013 

Canara Bank’s CASA deposits was 24.3 per cent of total deposits (24.2 per cent as on March 31, 

2013) and was lower than the industry average of around 33 per cent. The bank’s cost of funds was, 

therefore, at 6.96 per cent in 2012-13 (6.72 per cent in 2011-12) and was higher than the industry 

average of around 6.5 per cent. As of September 30, 2013, cost of funds stood at 6.86 per cent. 

 

 

 

 

 

 

 

 

 

 

                                                      

1 Weak Assets is CRISIL’s measure for assessing banks’ asset quality. Weak Assets = Gross NPAs + 30 per cent of 

outstanding restructured standard advances (excluding state power utilities) 

 
2
 NPM is defined as (Yield on average funds deployed) – (Average borrowing costs) – (Operating expense ratio) + (Fee 

income levels).   
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Canara Bank has an average earnings profile, constrained by high borrowing costs, low contribution 

from fee-based income, and increase in credit costs. Its core profitability, as reflected in its net 

profitability margin (NPM; based on yearly averages)
2
, continues to be lower than the estimated 

industry average. Canara Bank’s NPM (pre-credit cost) was 0.84 per cent in 2012-13 versus 1.1 per 

cent in 2011-12, primarily due to a 16 basis point decline in gross spreads. Contribution from fee-

based income continues to be low and declined further to 0.50 per cent of funds deployed in 2012-

13 from 0.58 per cent in 2011-12. Credit costs have increased by around 13 basis points to 0.56 per 

cent during the year, owing to deterioration in asset quality.  The bank’s return on assets (RoA) was 

at 0.7 per cent (annualised) for half year ended September 30, 2013 and 0.73 per cent in 2012-13. 

Furthermore, Canara Bank has a low provisioning coverage ratio at 15.7 per cent (excluding 

technical write off as per RBI guidelines) as on March 31, 2013, making its earnings susceptible to 

rise in credit costs. The provisioning coverage ratio including technical write off stood at 61.4 per 

cent as on March 31, 2013. 

 

Outlook: Stable 

CRISIL believes that Canara Bank will continue to benefit from continued GoI support. The bank is 

also likely to maintain its adequate capitalisation and strong market position over the medium term. 

The outlook may be revised to ‘Negative’ if there is steep and sustained deterioration in Canara 

Bank’s asset quality or earnings profile. 

 

About the Bank  

Canara Bank is the fifth largest public sector bank by assets and has a pan-India presence, with a 

network of 4216 branches as on September 30, 2013. Besides banking, it undertakes factoring, asset 

management, insurance, and retail and institutional broking services through its subsidiaries and 

associates. In addition to branches in London, Leicester (UK), Shanghai (China), Manama 

(Bahrain) and Hong Kong, the bank has operations in Russia in partnership with State Bank of India 

(rated ‘CRISIL AAA/FAAA/Stable/ CRISIL A1+’) as well as a representative office at Sharjah, 

United Arab Emirates.  

 

For 2012-13 Canara Bank reported a profit after tax (PAT) of Rs.28.7 billion on a total income (net 

of interest charges) of Rs.110.32  billion as against  a PAT of Rs.32.8 billion on a total income (net 

of interest charges) of Rs.106.17 billlion for 2011-12. For the half year ended September 30, 2013, 

Canara Bank reported a PAT and a total income (net of interest charges) of Rs.14.2 billion and 

Rs.61.9 billion respectively as against a PAT and a total income (net of interest charges) of Rs.14.4 

billion and Rs.51.0 billion for the half year ended September 30, 2012. 
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Note: 

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The 

rating rationale may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL.  

However, CRISIL alone has the sole right of distribution of its rationales for consideration or otherwise through any media including 

websites, portals etc. 

 
About CRISIL LIMITED 
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading ratings agency. 
We are also the foremost provider of high-end research to the world's largest banks and leading corporations. 
 
About CRISIL Ratings 
CRISIL Ratings is India's leading rating agency. We pioneered the concept of credit rating in India in 1987. With a tradition of independence, 
analytical rigour and innovation, we have a leadership position. We have rated over 60,000 entities, by far the largest number in India. We are a 
full-service rating agency. We rate the entire range of debt instruments: bank loans, certificates of deposit, commercial paper, non-convertible 
debentures, bank hybrid capital instruments, asset-backed securities, mortgage-backed securities, perpetual bonds, and partial guarantees. 
CRISIL sets the standards in every aspect of the credit rating business. We have instituted several innovations in India including rating 
municipal bonds, partially guaranteed instruments and microfinance institutions. We pioneered a globally unique and affordable rating service 
for Small and Medium Enterprises (SMEs).This has significantly expanded the market for ratings and is improving SMEs' access to affordable 
finance. We have an active outreach programme with issuers, investors and regulators to maintain a high level of transparency regarding our 
rating criteria and to disseminate our analytical insights and knowledge. 
 
CRISIL PRIVACY NOTICE 
CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service 
your account and to provide you with additional information from CRISIL and other parts of McGraw Hill Financial you may find of interest.   
 
For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You 
can view McGraw Hill Financial’s Customer Privacy Policy at http://www.mhfi.com/privacy.  
 
Last updated: May, 2013 
 
Disclaimer: A CRISIL rating reflects CRISIL's current opinion on the likelihood of timely payment of the obligations under the rated instrument 
and does not constitute an audit of the rated entity by CRISIL. CRISIL ratings are based on information provided by the issuer or obtained by 
CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the information on which the rating is 
based. A CRISIL rating is not a recommendation to buy, sell, or hold the rated instrument; it does not comment on the market price or suitability 
for a particular investor. All CRISIL ratings are under surveillance. Ratings are revised as and when circumstances so warrant. CRISIL is not 
responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors 
of this product. CRISIL Ratings rating criteria are available without charge to the public on the CRISIL web site, www.crisil.com. For the latest 
rating information on any instrument of any company rated by CRISIL, please contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, 
or at (+91 22) 3342 3000. 

 

 


