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A100-year-old
bank comesof age
Plaguedbyboardroomsquabbles andfinancial trouble, Tamilnad
Mercantile Bankwas seenby someas an ossified, community-based relic
of the past. Now itsmodern technology centre offers a glimpse of its future
Shine Jacob
Chennai, 5 November

Ambattur nearChennai, home to
around 1,800 automobile partmakers,
is considered SouthAsia’s largest
industrial estate. In the last fewyears,
this industrial cluster has undergone a
makeover and is nowahummingdata
centre hub.
At theheart of this ecosystem is the

KosmoOneBusiness Park, one of the
largest IT parks in the region, owned
by theBlackstoneGroup. InApril, this
modern techpark sawa surprise new
entrant— the 104-year-oldTamilnad
Mercantile Bank (TMB), one of the
oldest private sector banks in India.
Thebank, often criticised for per-

sistent legacy issues,moved to the
park in order tomodernise its technol-
ogy system.A 30,000 sq ft technology
centre on the 12thfloor of one of the
towers inKosmonow integratesmore
than 20previously fragmenteddepart-
ments of its ITwing.
The officehas the look and feel of a

modern tech company,with posters of
tech iconsBill Gates andSteve Jobs
adorning thewalls, alongside quotes.
It’smore than just IT.
“Weare using advanced artificial

intelligence,machine learning and
analytics to improve our business and
operations. For example, the banknow
has the capability tomake asmany as
14,000 callsmanagedbyAI-powered
voice agents every second,” said one of
the officials at the tech centre, adding
this evolutionhashappened since
January this year.
Thebankhas roped in technology

partners, includingEdgeVerve, an
Infosys subsidiary that accelerates
enterprise-wide transformationswith
AppliedAI, intelligent automation,
anddigital capabilities. Technology
aspects ofHR, customer relations, and
vendor and expensemanagement are
all centralisednow.
FromJanuary 2026, the bank is

going to implementEdgeVerve’sDigi-
tal EngagementHub (DEH), a unified,
omnichannel hub that enables cus-
tomer engagement across devices and
channels (likemobile,web, branch,
and chatbot), while integratingwith
backendbanking systems (core bank-
ing, payments, and tradefinance).
Salee SNair,managingdirector and

chief executive officer of TMBsaid,
“Weare revamping our internet bank-
ing.We are going to be one of thefirst
banks to implement theDEHsystem.
Withoutwalking into a branch, the
customerwill be able to getmore than
200 services. Before the centre came in
place, all our departmentswere
working in siloswithnot-so-modern
technologies.”
AnautomatedLoanManagement

System is awaiting launch as early as
nextweek – a software platform
that streamlines the entire lifecycle of
a loan.
This revival is “two-dimensional”,

saidNair—business and technology –
andbest appreciated through
anunderstanding of the bank’s
past problems.

Legacyconcerns
TheThoothukudi-
based lender has had
its share of ups and
downs, batteredby
boardroombattles,
legal tussles and
public rows, aswell as
questions about cor-
porate governance.
During its listing in
September 2022, the
company said that
around 37.61 per cent
of its paid-up equity, or 53.59million
shares, are subject to legal
proceedings between Indian andover-
seas shareholders.
Starting out asNadarBank in 1921

to serve the tightly knit entrepreneur-
ialNadar community, the bank
changed its name in 1962. Shareholder
battles started in 1994when67per
cent of its shareholders sold their
stakes to theMumbai-basedEssar
Group for ~28 crore. That sparked a rift
between theNadar community and
the oil-to-infrastructureRuia-owned
group. Later, C Sivasankaran, a non-
resident Indiandeal-maker, stepped
in,withhis SterlingGroupbuying the
EssarGroup shares in 2003. At one
point, Deputy PrimeMinister
LKAdvani had to intervene to
strike a truce.
In 2007, a consortiumof 18 foreign

investors led byKatraHoldings,
ownedbyRameshVangal, former
countryheadof PepsiCo India, and
others from theNadar community,
acquiredpart of Sterling’s stake in the
bank. In 2011, Katra exited by selling
its stake to theBritish bank Standard
Chartered. But this toowasnotwith-
out controversy. The transaction
attracted a show-causenotice from the
EnforcementDirectorate (ED) toTMB

andStandardCharteredBank, among
others, for alleged contravention of
foreign exchange regulations.
In an analyst call, Nair said thiswas

an issue between the shareholders and
theED.Thebank came into thepicture
with anEDshow-causenotice in 2017

for ~1,037.39 crore, in
connectionwith the
issue and allotment of
bonus shares to cer-
tain shareholders of
the bank. Theman-
agement said even if
thenotice is estab-
lished, itwill be con-
sidered
non-quantifiable.

Revival strategy
The transformation
started in January this

yearwhen the bank roped in global
majorsMcKinsey,Deloitte andOracle
to helpwith its journey.
Thebank joinedhands

with consultancyfirm
McKinsey for overall
business reengineering,
including revival of
micro, small, and
mediumenterprises
(MSMEs), and the entire
process of credit under-
writing.With a special
focus onMSMEs, the
bank is set to start its first
CreditManagement
Centre (CMC) inThoothu-
kudi,with 11more centres
expected to be inplace by
the endof this quarter or early next.
The idea behindCMCs is to carve out
credit from thebranches and refocus
the branches on strengthening the lia-
bility franchise.
In addition, dedicated groupswere

set upon transactionbusiness and
elite business,while aGlobalNRI
Centrewas established inKochi. The
transaction group’s focus is onopen-
ingnewcurrent accounts, enhancing
existing current accounts, task
accounts, and government accounts.
The result is visible immediately as its

CASA (current account-savings
account ratio)went up from26.44per
cent inMarch to 27.36 per cent during
Q2of FY26.
“The other initiatives have also

started showing results. For thefirst
time in thehistory of this bank,we are
seeing a growthof 12.32 per cent in
total deposits. Thiswasunheard of for
us,” he said.Deposits grewby 12.32 per
cent on aYoYbasis to ~55,421 crore,
versus ~49,342 crore the previous year.
Thebank’s total business grewby 11.40
per cent inQ2, thehighest year-on-
year growth since listing, touching
~1.02 trillion from~91,875 crore in Sep-
tember 2024. (See chart)

Cultural transition
The transition is not just business- or
technology-based; it is on the cultural
andhuman resources side too.Of its
total staff of 4,950, only 8 per cent, or
420, areTamil-speakingnow.The
management has taken adecision to
hire another 200officers fromoutside
TamilNadu, out ofwhich around90
are undergoing training at theManipal
AcademyofBFSI inBengaluru.
This is part of its larger ambition to

expand the branchnetwork beyond
TamilNadu. Themajority of thenew
recruits are fromGujarat,Maharash-
tra, Karnataka, Andhra Pradesh,
Telangana, andKerala,where it is
planning future expansions. The
idea is to expand the total branch
network from600 to 800 in thenext
three years.
“We are beginning to see the results

of all these initiatives. Our growth and
profit are thehighest in thehistory of
the bank, and growth is thehighest in
adecade. So, things are improving. So,

whatever projects
thatwe are taking to
improve skill and
automationhave
started to yield results
now. In thenext two
quarters,we are going
to consolidate the
position, and thenext
year is going to be our
year,” said Sanjoy
KumarGoel, chief
financial officer of the
bank.Net profitwas
~318 crore during the
secondquarter of

2025–26, up 5 per cent from~303 crore
during the sameperiod last fiscal.
Nair expects a 14–15 per cent

growth in advances and 12–13 per cent
in deposits during the current finan-
cial year. Drivenby all these initiatives,
the bank expects a combined growth
of over 15 per cent from thenext finan-
cial year. Going by that pace, the
~2 trillion-mark in total businessmay
well becomea reality in thenext five to
six years – just onemore step in the
bank’s journey froma corner of Tamil
Nadu to theworld outside.

(we are revamping our
inTerneT banking. we are
going To be one of The firsT
banks To implemenT The deh
sysTem.wiThouTwalking
inTo a branch,
The cusTomer
will be able
To geT more
Than 200
services)
Salee S Nair
Managing director &
chief executive officer
TamilnadMercantile Bank

Financial metrics Figures in ~ cr

Year Net profit Gross NPA Net NPA (%) Gross NPA (%) Net NPA
FY22 821.9 570.9 317.6 1.7 1.0
FY23 1,029.3 521.5 229.8 1.4 0.6
FY24 1,072.0 575.1 335.8 1.4 0.9
FY25 1,182.6 556.1 160.5 1.3 0.4
H1FY26 622.4 474.5 121.5 1.0 0.3
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NPA: Non-performing asset; Source: Capitaline Compiled by BS Research Bureau

The bank has roped in
Technology parTners,
including edgeverve,
an infosys subsidiary
ThaT acceleraTes
enTerprise-wide
TransformaTionswiTh
applied ai, inTelligenT
auTomaTion, and
digiTal capabiliTies

The bank joined
handswiTh
consulTancy firm
mckinsey for overall
business
reengineering,
including revival of
micro, small, and
medium enTerprises,
and The enTire
process of crediT
underwriTing
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