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respect of the different categories of securities. The Rating Rationale as downloaded
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CRISIL

An S&P Global Company

Ratings

Rating Rationale
January 25, 2018 | Mumbai

CRISIL revises outlook on public sector banks to 'Stable’ from
‘Negative’
Recapitalisation, peaking of asset quality issues, revival in credit growth to improve outlook

CRISIL has revised its outlook on the long-term debt instruments (excluding Basel Il Tier I) of 18 public sector banks (PSB) to
'Stable from 'Negative', while reaffirming their ratings.

The revision in outlook is primarily driven by government's PSB recapitalisation programme for this fiscal, which will improve
the financial risk profile of these banks and also help them meet Basel |1l regulatory capital norms, and provide cushion against
expected rise in provisioning for non-performing assets (NPAs).

The ratings on Basel lll Tier | bonds of nine PSBs have also been reaffirmed, and the outlook has been retained as 'Negative'.
CRISIL is evaluating the flexibility with banks to set off any accumulated losses with the bank's balance in share premium
account and its implication on the availability of eligible reserves to service AT1 coupon payments. We will revisit our ratings on
AT1 instruments once there is clarity.

On October 24, 2017 after the government announced its Rs 2.11 lakh crore recapitalisation plan, CRISIL had said that it was
credit positive for public sector banks and when details of the capital infusion for individual PSBs are announced, it will consider
those and take appropriate rating action.

On Wednesday, the government announced details of bank-wise infusion of ~Rs 88,000 crore capital this fiscal.

CRISIL has assessed the impact of this and believes with expected capital infusion from government, PSBs are now
adequately placed to meet Basel |l capital norms and are also better prepared to absorb the hit from provisioning on stressed
assets and also on account of migration to Ind AS (Indian Accounting Standards).

The government has also outlined its banking reforms agenda. The strengthening of prudent lending practices through
responsible banking - that is, banking based on core strengths, sharper pre- and post-disbursal manitoring for large exposures,
and improving NPA resolution mechanisms (including separate asset management verticals), will structurally improve credit
culture at PSBs.

Says Krishnan Sitaraman, Senior Director, CRISIL Ratings, 'The recapitalisation plan while emphasising government's
support, also persuades public sector banks to up the ante on responsible banking. The upshot of more
accountability, governance and efficiencies is a structurally stronger banking system and improved investor
sentiment towards them'.

Asset quality issues are peaking for banks with incremental slippages to NPAs expected to taper in fiscal 2018 and 2019 as
credit health of corporate borrowers' are improving. However, the resolution of large corporate stressed accounts under the
Insolvency and Bankruptcy Code and the potential haircuts thereof are expected to increase the provisioning burden of PSBs
and impact their earnings profile and capital position in the near term,

CRISIL will continue to monitor the performance of PSBs - their asset quality and profitability performance, and the capital
support from the government in future and will appropriately factor in the same in the ratings of these banks.

Annexure 1 : List of rating actions on PSBs

Bank ;‘:;;: ﬁ%“gzé‘e’nﬂ;’ Hybrid Instruments | Fixed Tier | Bonds Certificate of
infrastruoture Bomd {Under Basel II) Deposits (Under Basel lll) | Deposits
nfrastructure Bonds
CRISIL AA-/Stable CRISIL A+/Stable
Allahabad Bank (Outlook revised from (Outlook revised from
Negative) Negative)
CRISIL AA+/Stable CRISIL AA/Stable CRISIL
Andhra Bank {Outlook revised from (Outlook revised from AA-/Negative
Negative) Negative) (Reaffirmed)
CRISIL AAA/Stable CRISIL AAA/Stable CRISIL
Bank of Baroda (Outlook revised from (Outlook revised from AA+/Negative
Negative) Negative) (Reaffirmed)
CRISIL AA+/Stable CRISIL AA+/Stable CRISIL CRISIL A1+
Bank of India (Outlook revised from (Outlook revised from A+/Negative (Reaffirmed)
Negative) Negative) (Reaffirmed)
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Bank of CRISIL A+/Stable CRISIL A/Stable o CRISIL | CRISIL A1+
Maharashtra (Outlook revised from (Outlook revised from BBB-+/Negative {Reaffirmed)
Negative) Negative) {Reaffirmed)
CRISIL AAA/Stable CRISIL AAA/Stable CRISIL CRISIL A1+
Canara Bank (Outlook revised from {Outlook revised from AA/Negative (Reaffirmed
Negative) Negative) { (Reaffirmed) eaffirmed)
CRISIL A+/Stable CRISIL A/Stable T
Ce{tta'al Bank of {Cutlook revised from {QOutlook revised from
India . .
Negative) Negalive)
CRISIL AA-/Stable CRISIL A+/Stable | FAR/Stable | oy
Corporation Bank { {(Qutlook revised from (Cutlock revised from I(_ iscg fo A-[Negative
Negative) I Negative) Ne;g;tive) m {Reaffirmed}
CRISIL AA-/Stable CRISIL A+/Stable CRISIL RIS A1t
Dena Bank {Outlook revised from {Outlook revised from A-/Negative (Reaffirmed)
{ Negative) Negative) {Reaffirmed)
CRISIL A+/Stable CRISIL A/Stable (Fgﬁ‘l’séib'e CRISIL CRISIL A1+
IDB Bank Lid. {Outiook revised from (Outiook revised from revk::so dfrom | BBB-+/Negative (Reaffirmed
Negative) Negative) Neg;m)" (Reaffirmed) irmed)
FAA/Stable
. CRISIL A+/Stable CRISIL A-/Stable
g‘g{:?{n Overseas (Outlook revised from (Outlook revised from ngl;gggl;mm ' %R:asfg‘"ﬁ;;)
Negative) Negative) Negative) (
FAA+/Stable
Oriental Bank of (Outlook CRISIL A1+
Commerce revised from (Reaffirmed)
_ Negative)
. . CRISIL AA/Stable
Punjab & Sind {Qutlook revised from
Bank h
Negative) ) .
Puniab National CRISIL AAA/Stable CRISIL AAA/Stable CRISIL
Bgzjka n { {Qutlook revised from (Outlook revised from AAfNegative
{ Negative) Negative) (Reaffirmed)
CRISIL AA/Stable CRISIL AA/Stable
Syndicate Bank (Outlook revised from {Outlook revised from
Negative) Negative)
CRISIL A+/Stable CRISIL AfStable | CRISIL A1+
UCO Bank (Cutlook revised from {Qutlook revised from | (Reaffirmed)
Negative) Negative)
; CRISIL AA+/Stable CRISIL AA+/Stable
Unl_o n Bank of (Outlook revised from (Qutlook revised from
India - -
Negative) Negative)
. CRISIL AA-/Stable CRISIL A/Stable CRISIL
Ili:jlifd Bank of {Outlook revised from {Outlook revised from BBB+/Negative ?Rzlgflr:_rrﬁ;;)
Negative) Negative) {Reaffirmed)

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL complexity levels are assigned to various types of financial instruments. The CRISIL complexity levels are available
on yewcrisit.comicarmplexitv-levets. Lsers are advised to refer to the CRISIL complexity levels for instruments that they consider for
investment. Users may also call the Customer Service Helpdesk with queties on specific instruments.

Annexure - Rating History for last 3 Years

Current
Instrument Type Quantum Rating

Certificate of
Deposits ST 20000  CRISIL AT+
Lowar Tier-ll
Bonds {(under LT 1025 AAiIRSIgIE[e
Basel )
Perpetual Tier-]
Bonds {under LT 1689.68 AAE\T?E:?;IBIE
Basel I}
Tier 1 Bonds

UndorBasel T 2500 AN?@:;;VE
IH}
Tier If Bonds LT 7400 CRISIL

2018 (Mistory} 2017
Rating Date Rating Pate
No
Rating Rating
Change Change
No
Rating Rating 10-03-16
Change Change
No
Rafing Rating 10-03-16
Change Change
No
Rating Rating 04.11-16
Change Change
No 10-03-16

2016
Rating Date

No Rating
Change

CRISIL
AAAMNegalive

CRISIL
AAANegative

CRISIL
AA/Negative

CRISIL

hitps:/iwww.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/Canara_Bank_January_25_2018_RR.html

2015

Start of

2015

Rating Rating
Mo

Rating CARE"'
Change
No

; CRISIL
Rating

Change AAA/Stable
No

N CRISIL
Rating

Change AAASStable

No CRISIL
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(Under Basel AAASStable

1)

Upper Tier-ll
Bonds {under LT 1000 AAC,L:\’}SI?:IEIE

Basel Il

Rating Rationale

Rating Rating
Change Change
No No
Rating Rating
Change Change

AAA/Negative Rating  AAA/Stable
Change
CRISIL. Ratng CRISL
AAA/Negative Change AAASStable

Table reflects.instances where rating Is changed or freshly assigned. 'No Rafing Change' implies that there was no rating change under the release.

Links to related criteria

For further information contact:
Media Relations

Saman Khan

Media Relations
CRISIL Limited

D: +91 22 3342 3895
B: +91 22 3342 3000

Naireen Ahmed
Media Relations
CRISH. Limited
D: +91 22 3342 1818
B: +91 22 3342 3000

Jyoti Parmar

Media Relations
CRISIL Limited

D: +91 22 3342 1835
B: +91 22 3342 3000

Analytical Contacts

Krishnan Sitaraman

Senior Director - CRISIL Ratings
CRISIL Limited

D:+91 22 3342 8070

Rama Patel

Director - CRISIL Ratings
CRISIL Limited

D:+91 22 4254 1919

Vydianathan Ramaswamy
Assaciate Director - CRISIL Ratings
CRISIL Limited

D:+91 22 6691 3255

Customer Service Helpdesk

Timings: 10.00 am to 7.00 pm
Toll free Number:1800 267 1301

For a copy of Rationales / Rating Reports:

For Analytical gueries:

hitps:/fwww.crisit.com/mntwinshare/Ratings/RatingList/RatingDocs/Canara_Bank_January_25_2018_RR.html 3/5



1/30/2018 Rating Rationale

Rating Criteria for Banks and Financial Institutions

Criteria for Notching up Stand Alone Ratings of Entities Based on Government Support
Rating criteria for Basel lll - compliant non-equity capital instruments

krishnan.sitaraman@crisil.com CRISILratingdesk@crisil.com
saman.khan@ecrisil.com

ratingsinvestordesk@crisil.com

rama.patel@crisil.com

naireen.ahmed@crisil.com

vydianathan.ramaswamy@ocrisil.com

jyoti.parmar@ecrisil.com
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Note for Media:

This rating ratiocnale is transmitted te 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 (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites, portals etc.

About CRISIL Limited

CRISIL is an agile and innovative, global analytics company driven by its mission of making markets function better. We are
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over
100,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited ("CRISIL"). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI"). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business, We rate the entire range
of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market.
Over 1,10,000 MSMEs have been rated by us.

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 S&P Global Inc. and its subsidiaries (collectively, the “Company) 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 the
Company's Customer Privacy at htips:/fwww.spglobal.com/privacy

Last updated: April 2016

DISCLAIMER

This disclaimer forms part of and applies to each credit rating report and/or credit rating rationale that we provide (each a “Report”). For the avoidance of doubt, the
term “Report” includes the information, ratings and other content forming part of the Report. The Report is intended for the jurisdiction of India only. This Report does
not constitute an offer of services, Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to provide
any services in jurisdictions where CRISIL does not have the necessary licenses and/or registration to carry out its business activities referred to above. Access or
use of this Report does not create a client relationship between CRISIL and the user.

We are not aware that any user intends to rely on the Report or of the manner in which a user intends to use the Report. In preparing our Report we have not taken
into consideration the objectives or particular needs of any particular user. It is made abundantly clear that the Report is not intended to and does not constitute an
investment advice. The Report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of
any kind or otherwise enter into any deal or transaction with the entity to which the Report pertains. The Report should not be the sole or primary basis for any
investment decision within the meaning of any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Rating are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any
securities / instruments or to make any investment decisions. Any opinions expressed here are in good faith, are subject to change without notice, and are only
current as of the stated date of their issue. CRISIL assumes no obligation to update its opinions following publication in any form or format although CRISIL may
disseminate its opinions and analysis. CRISIL rating contained in the Report is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/for clients when making investment or other business decisions. The recipients of the Report should rely on their own judgment and take
their own professional advice before acting on the Report in any way.

Neither CRISIL nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “CRISIL Parties”) guarantee
the accuracy, completeness or adequacy of the Report, and no CRISIL Party shall have any liability for any errors, omissions, or interruptions therein, regardless of
the cause, or for the results obtained from the use of any part of the Report. EACH CRISIL PARTY DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall any CRISIL Party be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part
of the Report even if advised of the possibility of such damages.

CRISIL Ratings may receive compensation for its ratings and cerlain credit-related analyses, normally from issuers or underwriters of the instruments, facilities,
securities or from obligors. CRISIL’s public ratings and analysis as are required to be disclosed under the regulations of the Securities and Exchange Board of India
(and other applicable regulations, if any) are made available on its web sites, www.crisil.com (free of charge). Reports with more detail and additional information may
be available for subscription at a fee — more details about CRISIL ratings are available here: Www.crisilratings.com,

CRISIL and its affiliates do not act as a fiduciary. While CRISIL has obtained information from sources it believes to be reliable, CRISIL does not perform an audit and
undertakes no duty of due diligence or independent verification of any information it receives and / or relies in its Reports. CRISIL keeps certain activities of its
business units separate from each other in order to preserve the independence and objectivity of the respective activity. As a result, certain business units of CRISIL
may have information that is not available to other CRISIL business units. CRISIL has established policies and procedures to maintain the confidentiality of certain
non-public information received in connection with each analytical process. CRISIL has in place a ratings code of conduct and policies for analytical firewalls and for
managing conflict of interest. For details please refer to: http://www.crisil.com/ratings/highlightedpolicy.html

CRISIL’s rating criteria are generally available without charge to the public on the CRISIL public web site, www.crisil.com. For latest rating information on any
instrument of any company rated by CRISIL you may contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, or at (0091) 1800 267 1301.

This Report should not be repreduced or redistributed to any other person or in any form without a prior written consent of CRISIL.

All rights reserved @ CRISIL
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