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SECURITIES
LIMITED April 29, 2009
4QFY09 Result Update
CMP: INR 235 Target: INR 425 OUTPERFORMER
Sector View NEUTRAL Result Hi ghl i ght S
Company Risk MEDIUM
v Decreased Margins lead to subdued NII
BSE Sensex 11,403 Net Interest Margin has decreased to 3.0% as against 3.4% in
S&P Nifty 3474 Q3FY09 and 3.2% during Q4FY08. Margins have decreased in
BSE Bankex 5,685 . . .
domestic as well as international segment by 43 and 18 bps
Bloomberg Consensus tively on sequential basis. Net Interest Income has
(BUY/SELL/HOLD) 23/3/18 respectively ) q ) o .
grown by 17.8% to Rs14.3bn. CASA has taken significant hit at
BSE Code 532149 30.5% as against 35.2% last year. Cost of funds is in line with
NSE Code BANKOFINDIA last quarter and yields on advances have come down
Bloomberg Code BOIIN 51gn1f1cantly.
IREIHE BOLBO v Credit Growth remains healthy
52 Wk High/Low (INR) 368 / 179 )
Equity (INR Mn) 5252 Total Advances increased 26.1% YoY to Rs 1,447bn. Advance
Market Cap. (INR Mn) 131,686 growth is healthy and is above industry growth; however it
has significantly slowed down from its earlier quarters.
Shareholding Pattern (%) Domestic advances grew 26%, whereas overseas advances
Foreign 14.9 rose 25% as against 31% and 38% respectively last year.
Institutions 12.8 Deposits collection from overseas segment has shown a good
Government 64.5 rebound which grew 23% as against de-growth of 2% in
Corporate 12 corresponding quarter last year.
Public & Others 6.6 . . . .
v" Re-alignment within credit portfolio
Returns Abs Relative to Large corporate really seems to be the mantra, which has
(%) Perf  Sensex Bankex grown by 35% over last year. The bank has continued its
1 Month 635  -1282 2243 cautious stand on retail segment, which has just grown by 7%
® lone =AU 2l B on a yearly basis. SME also grew at a healthy rate of 25%.
1 Year -29.00 5.04 6.54

v' PAT in line with expectations

Bottom-Line is very much in line with our expectations and
has grown by 7% during Q4FY08 to Rs8.1bn. Fee income has
grown at comfortable rate of 23% to Rs3.1bn. Recovery from
written off accounts has significantly slowed down to Rs0.5bn
against Rs1.3bn in corresponding quarter last year. Treasury
profits continue to remain healthy at Rs2.2bn as against
Rs0.6bn in corresponding quarter last year.

Valuation

Bank of India’s numbers have been broadly in line with market
expectations. In view of the growth in business, increasing and
sustainable ROE, along with stable earning expectation, we value
the bank at Rs 425, which is at a 1.5x its adjusted book value for
FY10E. In view of this, we take our call for Bank of India to
“OUTPERFORMER”, with a target of Rs 425.

For private circulation only. Please read the Important Disclosure at the end of the report.

research @kslindia.com

KSL Intelligent Research Reports can be accessed on: www.bloomberg.net (KHDS<GO>), www.thomsonreuters.com, www.capitaliq.com,
www.themarkets.com, www.kslindia.com, www.moneycontrol.com, www.securities.com, www.valuenotes.com

This report is a part of intellectual property of Khandwala Securities Limited; any query on this report may be directed to Head of Research at




Khandwala Securities Limited

Result Highlights

NIMs remain at healthy
levels

Diversified Loan Book

Retail Portfolio
Distribution

Khandwala Research

NIMs were in pressure on account of significant cuts in PLR during the quarter.
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Half of loan book in corporate segment retail has been brought down significantly.

Agri
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SME
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It has significantly slowed down in retail segment across sub sectors except
education loan. Surprisingly Auto loan has picked up in this quarter.

Descriptions INR Y-o0-Y % of Portfolio

Mn Growth % Q4’08 Q4’09
Residential Mortgage 72.7 15.6 38.6 41.8
Business Mortgage 23.3 (27.1) 19.6 13.4
Auto Finance 8.8 49.7 3.6 5.0
Education 133 30.5 6.3 7.6
Others 56.0 7.6 31.9 32.2
Total 174.0 6.8 100.0 100.0
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CASA on a continuous
decline

Overseas Business

Growth in Overseas
Business

Khandwala Research

CASA has off late remained continuous under pressure. It is not able to grow its
current and saving account deposits in line with total deposits. In times of
increasing interest rate scenario, CASA deposits tend to shift towards term
deposits. We do believe CASA could rebound as the business growth slows down
and interest rate cools off.
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It has been doing well in overseas advances, which grew by 255% over
corresponding quarter last year; unfortunately it was not earlier able to garner
overseas deposits due to ongoing global financial crisis. However it was able to
garner huge overseas deposits during last quarter, which grew 23% sequentially.
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Slowdown in Non Fee income growth has significantly slowed down to 23.4% from ~40-50% achieved

Interest Income during previous quarters. Fee Income from corporate activity and third party
distribution has significantly slowed down. Recovery from written off accounts has
also slowed down. It booked healthy profits on its bond book, as yield slips during
the early part of the quarter.

Fee Income INR Bn % YoY % QoQ

Gwth Gwth
Commission Income 3.1 23.4 8.4
Exchange Income 1.2 32.6 (50.2)
Recovery in W/ off 0.5 (57.4) (120.0)
Sale of Securities 2.2 273.3 (48.5)
Others 0.8 (37.1) (16.2)
Total 7.9 20.3 (25.2)

Relatively Shielded Asset NPA scenario seems to be reasonably under control. Although absolute Gross NPA
Quality increased by 11% on a sequential basis, but it is still better than what other banks
are reporting. Provision coverage ratio is healthy.

NPA Movement Q4'08 Q1'09 Q2'09 Q3709 Q4’09
Gross NPA (bn) 19.3 20.2 19.8 221 24.7
Net NPA (bn) 59 6.3 6.1 7.0 6.3
Gross NPA (%) 1.7 1.6 1.5 1.6 1.7
Net NPA (%) 0.5 0.5 0.5 0.5 0.4
Prov Coverage (%) 69.3 68.9 69.3 68.4 74.6
Slippage for the quarter (%) 0.4 0.2 0.4 0.4 0.2
Healthy Provisioning It has provided Rs 900mn against investment depreciation. It has fully provided on

its exposure to Lehman group with floating rate notes of 8 mn euros and credit
linked notes of $20 mn. Aggregate provision for lehman exposure is Rs1.5bn &
2.0bn for other than lehman CLN exposure.
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Commendable Operating  Although the employee expenses and other operating expense are growing at a

Efficiency reasonable pace, still the bank is able to maintain a tight control over cost to income
ratio. Slight jump in Cost-to-Income ratio is on account of slowdown in non-
interest income; still it is well below its peers.

Employee Exp I Other Opex —O—Cost to Income
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Fabulous Return Ratios Despite subdued PAT growth, Bol has registered impressing return ratio. It has

recorded an ROA of 1.5% for the quarter as well as full year. ROE is at 29.5% for
the quarter and 30.5% for the full year.

Growth in PAT subdued  Bank of India has reported a subdued growth of 7% yoy in PAT to Rs 8.1 bn It is
mainly on account of slowdown in non-interest income, lower balance sheet,
stressed NIMs and higher provisions.
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4QFY09 Result Update
Descriptions Q4FY09 Q4FY08 Y-O-Y FY2009 FY2008 Y-O-Y
(INR Mn) Mar-09 Mar-08 Growth Mar-09 Mar-08 Growth
Interest Earned 44,931 35,020 28.3% 163,471 123,552 32.3%
Interest Expended 30,598 22,850 33.9% 108,479 81,265 33.5%
Net Interest Income 14,333 12,170 17.8% 54,992 42,287 30.0%
Other Income 7,854 6,530 20.3% 30,515 21,164 44.2%
- Fee Income 3,110 2,520 23.4% 10,920 7,820 39.6%
- Other Income 4,744 4,010 18.3% 19,595 13,344 46.8%
Net Revenue 22,187 18,700 18.6% 85,507 63,451 34.8%
Operating Expenses 8,107 6,580 23.2% 30,943 26,443 17.0%
- Employee Exp 4,779 4,140 15.4% 19,376 16,570 16.9%
- Other Exp 3,328 2,440 36.4% 11,567 9,873 17.2%
Operating Profit 14,080 12,120 16.2% 54,564 37,008 47.4%
Provision & Contingencies 3,846 2,860 34.5% 12,924 10,163 27.2%
-NPL Provision 1,920 1,800 6.7% 6,230 6,970 -10.6%
PBT 10,234 9,260 10.5% 41,640 26,845 55.1%
Taxes 2,131 1,690 26.1% 11,566 6,752 71.3%
PAT 8,103 7,570 7.0% 30,074 20,093 49.7%
EPS (INR) 154 15.5 -0.6% 57.2 40.1 42.8%
Book Value (INR) 211.9 164.1 29.2% 211.9 164.1 29.2%
Advances 1,447,320 1,147,930 26.1% 1,447,320 1,147,930 26.1%
Deposits 1,897,080 1,500,120 26.5% 1,897,080 1,500,120 26.5%
Khandwala Research Bank of India
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Important Disclosure

The Research team of Khandwala Securities Limited (KSL) on behalf of itself has prepared the information given and opinions expressed in this
report. The information contained has been obtained from sources believed to be reliable and in good faith, but which may not be verified
independently. While utmost care has been taken in preparing the above report, KSL or its group companies make no guarantee, representation or
warranty, whether express or implied and accepts no responsibility or liability as to its accuracy or completeness of the data being provided. All
investment information and opinion are subject to change without notice. Also, not all customers may receive the material at the same time.

This document is for private circulation and information purposes only. It does not and should not be construed as an offer to buy or sell securities
mentioned herein. KSL shall not be liable for any direct or indirect losses arising from the use thereof and the investors are expected to use the
information contained herein at their own risk. KSL and its affiliates and / or their officers, directors and employees may own or have positions in
any investment mentioned herein or any investment related thereto and from time to time add to or dispose of any such investment. KSL and its
affiliates may act as market maker or have assumed an underwriting position in the securities of companies discussed herein (or investments related
thereto) and may sell them to or buy them from customers on a principal basis and may also perform or seek to perform investment banking or
underwriting services for or relating to those companies.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment decisions
based on their specific investment objectives and financial position and using such independent advisors, as they believe necessary. Income from
investments may fluctuate. The price or value of the investments, to which this report relates, either directly or indirectly, may fall or rise against the
interest of investors. The value of or income from any investment may be adversely affected by changes in the rates of currency exchange.

This document is strictly meant for use by the recipient only. None of the material in this report shall be reproduced, resold or re-distributed in any
manner whatsoever without the prior explicit written permission from KSL.
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