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RBI has released a draft Reconstruction scheme for Yes Bank on 6th March 2020. As per draft scheme, the instruments
qualifying as Additional Tier 1 capital (AT1), issued by the Yes Bank Ltd. under Basel Ill framework (AT1 Bonds), shall
stand written down permanently.

What are AT1 bonds?

Additional Tier 1 capital is an additional form of capital issued by the banks to shore up their core capital apart from
common equity shares and reserves to meet Basel-Ill norms.

AT1 is in the form of bonds, which have loss-absorption capabilities, unsecured & perpetual bonds.
Features of AT1 Bonds:

> Optionality: The bond shall not be issued with a ‘put option’. These bonds will have call options at the end of
specified period (majority of bonds have call after 5 years; few have after 10 years). Call option can be exercised
with the approval of regulator (RBI) and subject to bond is replaced by same or better-quality capital and maintains
capital ratios as per regulatory requirement

> Dividend Discretion: AT1 bonds are annual coupon bearing perpetual bonds. This means that they have no fixed
maturity date. Coupon payments are non-cumulative and discretionary. Coupons can be paid out of the current
year profits. However, if the current year’s profit is not sufficient, the same can be paid from past reserves subject
to the bank meeting the minimum regulatory requirements for capital.

> Loss Absorption Features: These AT1 bonds are expected to absorb losses through the write-down/conversion to
equity mechanism at the objective pre-specified trigger point of CET-1 capital level as prescribed by the RBI or when
the point of non-viability trigger is breached in the RBI’s opinion.

> Seniority of Claim: The claim of AT-I bondholders is
a) Superior to equity shareholders and preference shareholders,
b) Subordinated to claims of depositors and creditors.
c) Itis neither secured nor covered by guarantee of issuer

AT1 bonds are issued by both Public & Private Sector Banks. Total Outstanding AT1 bonds in the market is 93,261/- cr.
PSU Bank’s have an exposure of 54,576/- crs and the remaining is held by 6 Pvt Sector Banks mainly Axis Bank, HDFC
Bank, ICICI Bank, Indusind Bank.

Mutual fund schemes having an exposure to these perpetual bonds have seen an increase in yield of perpetual bond
resulting into MTM impact in the short term, but as the portfolio yield moves up, there will be higher accruals over a
period of time. With most of investors coming into a debt scheme with a 3 year investment horizon, such short term
yield movement should not worry investors.
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DISCLAIMER, DISCLOSURE and COPYRIGHT NOTICE

The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers.

This material does not take into account the specific investment objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s. A qualified
professional should be consulted before making an investment decisions or acting on any information contained in this material.

All investments involve risk and past performance does not guarantee future results. Investigate before you invest. You are strongly cautioned to verify any information before
using it for any personal or business purpose.

Way2wealth Brokers (P) Limited (herein after called Way2Wealth) does not guarantee the accuracy, quality or completeness of any information. Much of the information is
relevant only in India. Way2wealth makes no warranties, either express or implied, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement.

In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost
opportunity, whether or not Way2Wealth has been advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant risks and
uncertainties. Actual results may differ from those set forth in the forward-looking statements.

These uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic
developments; change in the governmental or regulatory policies; failure of a corporate event and such others.

This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material
may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute
or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities thereof, of companies mentioned herein.
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