
















































































































































                                             

 

 

 

Ref.No.:NSE/LIST/233729-K                                            March 20, 2014  

 

The Company Secretary 

Canara Bank 

7
th

 Floor, Maker Chamber III, 

Nariman Point, 

Mumbai – 400 021 

 

   

Kind Attn.: Mr. B Nagesh Babu 

 

Dear Sir, 

 

 

Sub: In-principle approval for listing of Non-Convertible, Redeemable, Unsecured, Basel-

III Complaint Tier-2 Bonds (Series-II) to be issued by Canara Bank on private 

placement basis . 

 

This is with reference to your application dated March 20, 2014 for listing of Non-Convertible, 

Redeemable, Unsecured, BASEL-III Complaint Tier-II Bonds (Series – II) in the Nature of 

Debenture of face value of Rs. 10.00 lacs each (“Bonds”) at par aggregating Rs. 1000.00 Crore to 

be issued on private placement basis by Canara Bank, on the Wholesale Debt Market segment of 

the Exchange, in this regard the Exchange is pleased to grant in-principle approval for the said 

issue. 

 

Kindly note that these debt instruments may be listed on the Exchange after the allotment process 

has been completed provided the securities of the issuer are eligible for listing on the Exchange as 

per our listing criteria and the issuer fulfills the listing requirements of the Exchange. The issuer is 

responsible to ensure compliance with all the applicable guidelines issued by appropriate authorities 

from time to time including SEBI (Issue and Listing of Debt Securities) Regulations, 2008. 

 

 

Yours faithfully, 

For National Stock Exchange of India Limited 

 

 

 

Kamlesh Patel 

Manager 

 

 













        

 

Canara bank 
 

 Amount  
In Rs. Crore 

Amount 
Outstanding 
In Rs. Crore 

Rating Action 

Tier II Bonds Programme-Basel-
III 

2500 2500 [ICRA]AAA(hyb)(stable);assigned 

Lower Tier II Bonds Programme 325 325 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 700 700 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 400 400 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 575 575 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 425 425 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 800 500 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 500 500 [ICRA]AAA (stable); reaffirmed 

Lower Tier II Bonds Programme 350 264 [ICRA]AAA (stable); reaffirmed 

Certificate of Deposits 
Programme 

40,000 -- [ICRA]A1+;reaffirmed 

 
ICRA has assigned the [ICRA]AAA(hyb) (pronounced ICRA triple A hybrid) with  a stable outlook to the 
Rs. 2500 crore

*
 Basel-III compliant Tier-II bond programme of Canara Bank (Canara or “the Bank”)

†
. 

The letters “hyb” in parenthesis suffixed to a rating symbol stand for “hybrid”, indicating that the rated 
instrument is a hybrid subordinated instrument with equity-like loss-absorption features; such features 
may translate into higher levels of rating transition and loss-severity vis-à-vis conventional debt 
instruments. The rated Tier-II bonds are expected to absorb losses once “Point of Non Viability” 
(PONV) trigger is invoked. 
 
ICRA has reaffirmed the [ICRA]AAA (pronounced ICRA triple A) rating with a stable outlook to the 
Lower Tier II bond of Canara aggregating to Rs. 4,075 crore (outstanding Rs. 3689 crore). ICRA has 
also reaffirmed the [ICRA]A1+ (pronounced ICRA A one plus) rating to the Rs. 40,000 crore Certificate 
of Deposits programme of Canara.  
 
The ratings factor in the majority Government of India (GOI) shareholding, which provides a strong 
likelihood of sovereign support to the bank; coupled with the bank‟s systemic importance, its 
established franchise, healthy business growth, especially in Q2 2013-14 and its presently comfortable 
capitalisation profile. ICRA notes that the bank‟s core Tier-I (Basel-III) as on September 2013 was 
healthy at 8.1%, therefore probability of PONV invocation remains low. ICRA has also taken note that 
the bank has maintained excess capital in the past; further GOI shareholding at 67.7% gives further 
cushion to mobilize fresh equity to meet Basel III norms as well as for growth, if required. In the past, 
GOI has supported Canara as a shareholder to support growth while maintaining a prudent 
capitalization profile. In ICRA‟s current assessment, in case of need, GOI is expected to infuse equity 
well in advance so that Canara‟s capital remains well in excess of PONV triggers. Further, considering 
GOI‟s stance on maintaining 8% Tier 1 capital and likely severe restrictions on the operations of the 
bank (which may hinder important policy implementation for GOI) on invocation of PONV trigger, 
probability of PONV trigger invocation seem quite low in ICRA‟s opinion. Any significant change in 
GOI‟s current stance on providing regular capital support would be a key rating sensitivity for these 
instruments. The ratings take note of the deterioration witnessed in its asset quality during 2012-13 
and in H1 2013-14 and the moderation in its profitability indices during the above mentioned periods.  
 

                                                           
* Rs. 1 crore = Rs. 10 million = Rs. 100 Lakh 
† For complete rating scale and definitions, please refer to ICRA‟s website www.icra.in or other ICRA Rating 
Publications. 



        

 

 
Canara Bank with a total net advances book of about Rs.2,81,000 crore as on September 30, 2013 
and deposits of about Rs. 3,91,000 crore is among the large public sector banks in the country. The 
bank reported a healthy 16% growth in its advances during the H1 2013-14 over the March 2013 
levels, while deposits grew by about 10% during the same period. Consequently, the bank‟s Credit to 
Deposit (CD) ratio improved to about 72% in September 2013 vis a vis 68% in March 2013. The bank 
has opened about 490 branches in H1 2013-14, which along with the already established franchise 
network and its expected focus on retail segment going forward augurs well with the bank‟s medium 
term growth plans. 
 
The bank‟s asset quality has deteriorated with gross NPA at 2.57% in March 2013 vis a vis 1.73% in 
March 2012. The same further deteriorated to 2.91% in June 2013 before moderately improving in 
September 2013 to 2.64%. The annualised NPA generation rate for H1FY2013-14 was high at 3.6% 
vis-a-vis 2.5% in 2012-13. ICRA however also takes note of the healthy up-gradation and  recoveries 
of about Rs. 2245 crore during H1 2013-14 on a total opening gross NPA of Rs.6260 crore in March 
2013 and slippages of Rs. 4,208 crore during the period. As in September 2013, the bank had a total 
standard restructured book of Rs.18,053 crore, which is about 6.57% of the total standard advances. 
Further, the bank has a sizeable restructuring pipeline of about Rs.3000 crore for the remaining part of 
the year. Vulnerable advances

‡
 stood marginally high at 4.25% as in September 2013 as against 

4.21% in March 2013, to an extent supported by the healthy advances growth witnessed during the 
period. ICRA takes cognisance of the initiatives taken by the bank to improve its recoveries and reduce 
incremental slippages; however its ability to achieve the same, given the prevailing weak business 
environment remains to be seen and would be critical from the credit perspective. 
 
As on September 30, 2013 the reported capital adequacy (Basel-III) of the bank declined to 10.62% 
(Tier 1 of 8.52%) against 11.13% (Tier 1 of 8.92%) as on June 30, 2013 on account of the brisk growth 
in advances during Q2 2013-14. The current capitalisation and the expected equity infusion of Rs.500 
crore from the Government of India (GoI) would support its overall capitalization level in the near term. 
ICRA nevertheless notes that, the internal capital generation

§
 of the bank moderated to 9.62% in 2012-

13 from about 13.17% in 2011-12.  
 
The bank has a moderate earnings profile, with an NIM (net interest margin) of 1.95% for H12013-14 
as against 2.01% in 2012-13 and 2.18% in 2011-12. The credit costs however increased to 0.56% for 
H12013-14 from 0.48% in 2012-13 and 0.37% in 2011-12. Consequently, the bank‟s Return of Assets 
(RoA) declined to 0.66% for H1 2013-14 from about 0.73% in 2012-13 and 0.93% in 2011-12. ICRA 
further takes note of the large unabsorbed losses (about Rs.705 crore as in September 2013) on its 
investment book on account of the depreciation in the bank‟s AFS and HTM book during Q2 2013-14. 
Thus, any adverse movement in the systemic yield is expected to further erode the bank‟s profitability 
going forward.  
 
Canara‟s CASA ratio had remained at range bound at about 25-26% over the last 5-6 quarters, which 
is relatively weaker than the comparable peers. ICRA however notes that the bank has been able to 
reduce the proportion of the high cost deposits and Certificate of deposits from about 38% in 
September 2012 to about 14% in September 2013.  
 
ICRA believes that, going forward, arresting further deterioration in asset quality and, improvement 
Canara‟s core earnings by improving CASA and fee based income would be critical from a credit 
perspective.  
 

                                                           
‡ Computed as (Gross NPAs + 25% of Standard Restructured Advances) % of Total Advances 
§ Profit after tax less dividend as a proportion of networth 



        

 

 
Bank Profile: 
Canara Bank is the one of the large nationalised bank in the country with GOI having 67.7% ownership 
in the bank. Headquartered in Bangalore, Canara bank has a pan India presence and has emerged as 
a „financial conglomerate‟ with seven domestic subsidiaries, a joint venture entity and four other 
associate entities. The group consisting of subsidiaries and joint ventures provides a wide range of 
financial offerings including asset management, online trading, factoring and housing finance. The 
bank made its maiden public offering of its shares in 2002-03 and consequently the GOI shareholding 
declined over a period to the present level of 67.7%. As in September 2013, the bank had a branch 
network of 4216 with about 5.2 crore strong clientele base.  
 
For the half year ended September 2013, Canara Bank reported a net profit of Rs. 1418 crore on a 
total income of Rs. 20935 crore. In 2012-13, the bank reported a net profit of Rs.2872 crore on a total 
income of Rs.37231 crore.   

 December 2013 

 
For further details please contact:  
Analyst Contacts:  
Mr. Karthik Srinivasan (Tel. No. +91-22-61796365) 
karthiks@icraindia.com 
 
Relationship Contacts: 
Mr. Jayanta Chatterjee (Tel. No. +91-80-43326401) 
jayantac@icraindia.com 
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CONFIDENTIAL
Ret-.No: VR/FSRJCAN BANK/20 13-1 4 12126

March 14,2014

Mr. M.A.K.Prabhu
Ceneral Manager - Treasury & Investment Division.

Canara Bank
Maker Chamber III,
7th Flr, Nariman Point,

Mumbai - 400 021.

Ph: A22 * 2283 4314 I Fax: 022 * 2280 0 1 00

RATINGS

Dear Mr. Prabhu.

Re: CRISIL Rating for the Rs.25.0 billion Tier II Bond Issue (under BASEL III) of Canara Bank

All ratings assigned by CRISIL are kept under conlinuous surveillance and revierv.

Please refer to our rating letter dated December 16, 2013 bearing Ref No. PB/FSR/CANBANI(/20I3-i4i 1653

CRISIL has, afler due consideration, reaffirmed the "CRISIL AAA/Statrle" (pronounced "CRISIL triple

A rating r,vith stable outlook") rating for the captioned Debt Programme. Instruments rvith this rating are

consicleied to have the highest degree of safety regarding timely servicing of financial obligations' Such

instruments carry lowest credit risk-

As per our Rating Agreement, CRISIL would disseminate the rating along with outlook through its

pubiications and other media, and keep the rating along with outlook under surveillance for the life of the

instrument. CRISIL reserves the right to suspend, withdrau', or revise the rating / outlook assigned to ttre

captioned issue at any time, on the basis of nerv infonnation, or unavailability of information, or other

circumstances which CRISIL believes may have an irrpact on the rating.

ln the event of your company not making the issue within a period of 180 days irom the above Cate, or in

the event of any change in the size or stnrcture of your plop*sed issue, a fresh ietter of revalidation from

CRnSIL will be necessary.

As per the latest SEBI circularr on centralized database for corporate bonds/debentures, you are reqtrired

to provicie intemational securities identification number (ISIN; along with the relerence nurnber and the

date of the rating letter) of all bond/debenture issuances made against this rating lefter to us. The circular

also requires you to share thls information with us within 2 days after the allotment of the ISIN. We

request you to mail us all the necessary and relevant information at debtissue@crisil.corn. This will
.nibl. CRISIL to verifi and confinn to the depositcries, incir-rding NSDL and CDSL. the ISRI detaiis ol
debt ratecl by us, as required by SEBI. Feel free to contact us fbr any clarifications you may have at

debtissue@crisil.com

Should 1,ou require any claritrcaticits, piease t'eel fiee Lo get in touch r';iti: us.

Direci<;r - Financiel Seet*r Ratirigs Ass+ciate Director * Financial Srcior Raiinss

thted {ict*bzr }2. 2r} ! i

7 ffis;1-':i;ng;1,'ec1s cp'ls't ;;u;rer'{;p'rtc4 o*t1e l''**i<i * t'ia pay*ent on* cbl'gafi';:s " ''ai6'J 'irstrl"n'eft" ;'tt: 'jc$riI

atii:ii

CRISIL Limited

Registered Office : CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai - 400 076. Phone : +91 (22) 3342 3000 Fax : +91 (22) 3342 3020
Web : www.crisil.com

With uarn-r regards,



ERiSit
RATINGS

Annexure - I

Key features of the Rs.25.0 billion Tier II Bond Issue (under BASEL III) of Canara Bank

. Non-Convertible Redeemable Unsecured Basel III compliant Tier II Bonds

e Redeemable after 120 months from the deemed date of allotment.

. Coupcn payments on an annual basis.

. Loss Absorption Features' as per RBI's BASEL III norms applicable.

o lnstrument may at the option of RBI either be permanently written off or
temporarily written offon occurrence of trigger event called Point of Non
Viability (PONV) trigger.

o PONV trigger shall be determined by RBI.

CRISIL Limited
Registered Office : CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai - 400 076. Phone : +9'l (22) 3342 3000 Fax : +91 (22) 3340 3050

Web: www.crisil.com
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