
 

Bank of Baroda | Banking 

 
 
 
 
 

BUY 
 CMP* Rs789 

Target Price Rs923 

Stock Info 

Sector Banking 

Market Cap (Rs cr) 30,885 

52 Week High/Low 1,007/630 

Avg. Daily Volume (3m, ‘000) 526 

Avg. Daily Value (3m, cr) 39 

Dividend Yield (%) 2.4 

Sensex 17,077 

Nifty 5,158 

BSE Code 532134 

NSE Code BANKBARODA 

Stock Performance 

(%) Bank of Baroda NIFTY 

1-week 6.1 4.1 

1-month 16.8 9.4 

1-year (9.2) (9.3) 

Shareholding Pattern (%) 

57%
14%

17%
12%

Promoter FII DII Others
 

Stock Price Chart 

600

680

760

840

920

1,000

Ja
n-

11

F
eb

-1
1

M
ar

-1
1

A
pr

-1
1

M
ay

-1
1

Ju
n-

11

Ju
l-1

1

A
ug

-1
1

S
ep

-1
1

O
ct

-1
1

N
ov

-1
1

D
ec

-1
1

Ja
n-

12

 
Note: *CMP as on January 25, 2012 

Analyst: Jimit S. Doshi 

               jimit.doshi@relianceada.com 

Net profit intact despite deteriorating asset quality  
Key highlights of the result 
 Net Profit growth high, backed by impressive fee income: In 3QFY2012, Bank of 

Baroda’s (BOB) Net Interest Income (NII) grew 15.8% yoy and 3.5% qoq to 
Rs2,656cr. Interest income increased 35.4% yoy and 5.8% qoq to Rs7,672cr on 
the back of high growth in advances of 25.8% yoy and 9.0% qoq. Interest 
expense increased 48.7% yoy and 7.1% qoq to Rs5,016cr in 3QFY2012.  
Non-Interest income grew impressively by 70% yoy and 56.5% qoq to 
Rs1,149cr. Provisions and Contingencies (excluding tax provisions) for the bank 
grew 175.2% yoy and 73.1% qoq to Rs837cr on account of higher provisions for 
bad loans and depreciation on investments. Net Profit reported an increase of 
20.7% yoy and 10.6% qoq to Rs1,290cr. 

 Steady balance sheet: Total net advances (including overseas) book grew 
25.8% yoy and 9% qoq to Rs2.6 lakh crore as on December 31, 2012. Major 
growth was seen from its overseas loan book which contributed ~31% of the 
total advances. Total deposits (including overseas) grew 24% yoy and 6.1% qoq 
to Rs3.5 lakh crore. Growth was primarily witnessed in the bank’s overseas 
deposits which contributed ~27% of the total deposits. Savings deposits 
contributed ~21% of the total deposits.  

 Asset quality deteriorates: GNPAs of the bank stood at Rs3,895cr (1.5%) and 
%Net NPAs were reported at 0.5% as on 3QFY2012. The bank witnessed an 
increase in slippages primarily in Agriculture and MSME portfolio. Provision 
coverage ratio (excl. technical write offs) stood at 66%. Restructured loans 
increased from telecom & infra sectors to ~4% of the loan book and ~13% loans 
slipped into NPA out of the restructured book.  

 Other highlights of the quarter: The bank’s capital adequacy ratio was at 13.5% 
(including Tier 1 at 9.3%) as on 3QFY2012, despite a growth of 25.8% yoy in the 
bank’s loan book. The bank currently has over 3,690 branches and 1,840 ATMs. 

Outlook and Valuation 
A robust growth in other income and tight control on operating expenses helped Bank 
of Baroda report a ~21% increase in Net Profit at Rs1,290cr in 3QFY2012. The asset 
quality, however, deteriorated on the back of challenging domestic environment. We 
remain cautious on any signs of further slippages and have factored the same in our 
estimates. We like the bank for its wide distribution network, firm asset quality, above 
average loan growth, good return ratios and modest margins as compared to its 
peers. Bank of Baroda has been consistently growing its assets above the industry 
growth rate since the last many years. We expect the bank to outperform the industry 
going forward, since it has major portion of its operations in the growing states of 
Gujarat and Maharashtra. At the CMP of Rs789, the bank is trading at 1.1x FY2013E 
ABV. We keep our estimates broadly unchanged and maintain our Buy 
recommendation on Bank of Baroda with a target price of Rs923, implying an upside 
of ~17% from the CMP. 

Risks to the view 
 Any global uncertainty and unprecedented domestic slowdown holds downside 

risk to our overall balance sheet growth and credit quality estimates 

 Lower than anticipated CASA and sharp increase in savings account rate due to 
competitive pressures holds a downside risk to our margin estimates 

 

 

 

 

Year End Net Interest Income Net Profit  EPS NIM GNPA ROA ROE Valuation (x) 

 (Rs cr) % growth (Rs cr) % growth (Rs) % % % (%) P/E P/ABV 

FY2010 5,939 15.9 3,058 37.3 83.7 2.4 1.4 1.2 21.9  9.4 2.0 

FY2011 8,802 48.2 4,242 38.7 108.0 2.8 1.4 1.3 23.5  7.3 1.6 

FY2012E 10,549 19.8 4,710 11.0 119.9 2.8 1.6 1.2 20.5  6.6 1.3 

FY2013E 12,163 15.3 5,557 18.0 141.5 2.7 1.5 1.2 20.5  5.6 1.1 
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 Net Profit increased impressively despite higher provisioning  

In 3QFY2012, Bank of Baroda’s Net Interest Income (NII) grew 15.8% yoy and 3.5% qoq to 

Rs2,656cr. Interest income increased 35.4% yoy and 5.8% qoq to Rs7,672cr on the back of 

high growth in advances of 25.8% yoy and 9.0% qoq. Interest expense increased 48.7% yoy 

and 7.1% qoq to Rs5,016cr in 3QFY2012, due to elevated cost of retail term deposits.  

Non-Interest income grew impressively by 70% yoy and 56.5% qoq to Rs1,149cr, mainly on 

the back of trading and forex income gains. Provisions and Contingencies (excluding tax 

provisions) for the bank grew 175.2% yoy and 73.1% qoq to Rs837cr, on account of higher 

provisions for bad loans and depreciation on investments. Despite higher provisioning the 

overall Net Profit reported an increase of 20.7% yoy 10.6% qoq to Rs1,290cr, due to surge in 

other income. 

Exhibit 1: Quarterly performance  
 (Rs cr) 3QFY12 3QFY11 %yoy 2QFY12 %qoq 9MFY12 9MFY11 %yoy 

Interest income 7,672 5,666 35.4 7,251 5.8 21,555 15,552 38.6 

Interest expense 5,016 3,374 48.7 4,685 7.1 14,036 9,363 49.9 

Net interest income 2,656 2,292 15.8 2,567 3.5 7,520 6,188 21.5 

Non-interest income 1,149 676 70.0 734 56.5 2,525 1,975 27.8 

Total income 3,805 2,968 28.2 3,301 15.3 10,044 8,163 23.0 

Operating expenses 1,197 1,117 7.1 1,161 3.0 3,465 3,127 10.8 

Pre-provisioning 
profits 

2,608 1,851 40.9 2,140 21.9 6,579 5,036 30.7 

Provisions 837 304 175.2 483 73.1 1,711 741 131.0 

Exceptional items 13 0 - 13 0.0 39 0 - 

Profit before tax 1,758 1,547 13.7 1,644 7.0 4,829 4,295 12.4 

Taxes 469 478 (2.0) 478 (1.9) 1,341 1,348 (0.5) 

Net profit 1,290 1,069 20.7 1,166 10.6 3,489 2,947 18.4 

Source: Company, RSec Research 

Impressive growth in other income 

Non-interest income reported an impressive growth of 70% yoy and 56.5% qoq to Rs1,149cr 

in 3QFY2012. It was primarily led by high trading and forex transactions gains. However, 

recovery from written off assets was subdued due to challenging business environment, 

which is why we saw an increase in GNPA to Rs3,895cr in 3QFY2012 as compared to 

Rs3,402cr in 2QFY2012. We believe that the other income in this quarter was above the  

run-rate of the past few quarters and we don’t anticipate the other income to sustain at these 

levels, and hence, forecast a reasonable ~23% ratio of non-interest income/total income. 

Exhibit 2: Other income (Fee income) 

(Rs cr) 3QFY12 3QFY11 % yoy  2QFY12 % qoq 

CEB 293 245 19.8 314 (6.6) 

Incidental charges 74 74 0.1 75 (0.9) 

Other misc. charges 85 64 32.1 66 27.7 

Total fee-based income 452 383 18.1 455 (0.6) 

Trading gains 386 85 354.8 10 3,698.0 

Profit on forex transactions 241 147 63.7 147 63.4 

Recovery from w/o accounts 71 61 15.7 122 (41.7) 

Total non-interest income 1,149 676 70.0 734 56.5 

Source: Company, RSec Research 

 

Net Profit reported an increase of 

20.7% yoy and 10.6% qoq to 

Rs1,290cr in 3QFY2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The ratio of non-interest income/total 

income surged to 30% in 3QFY2012 
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Robust loan book growth  

Total net advances (including overseas) book grew 25.8% yoy and 9% qoq to Rs2.6 lakh 

crore as on December 31, 2012. Major growth was seen from its overseas loan book which 

contributed ~30% of the total advances and grew 45.8% yoy and 14.8% qoq this quarter. 

From the domestic book, retail credit grew marginally 4.9% yoy to Rs31,047cr (home loans 

which form part of retail grew 15.2% yoy to Rs13,700cr). MSME credit grew 27.2% to 

Rs32,123cr as on 3QFY2012. We have factored 20% yoy loan book growth for FY2013E. 

Exhibit 3: Loan book composition 

(Rs cr) 3QFY12 3QFY11 %yoy 2QFY12 %qoq 

Domestic advances 180,234 152,039 18.5 169,034 6.6 

Overseas advances 80,427 55,170 45.8 70,087 14.8 

Total advances 260,661 207,209 25.8 239,121 9.0 

Source: Company, RSec Research 

Deposits growth aided by overseas deposit growth 

Total deposits grew 24% yoy and 6.1% qoq aided by the growth in overseas deposits, which 

contributed ~27% of the total deposits. Overall, domestic CASA deposits grew 14.8% yoy 

and 4.3% qoq. CASA proportion dipped 190bp yoy and 20bp qoq to 27.2% Savings deposits 

contributed ~21% of the total deposits. The bank currently has over 3,690 branches and 

1,840 ATMs. 

Exhibit 4:  Deposits composition  

(Rs cr) 3QFY12 3QFY11 %yoy 2QFY12 %qoq 

Domestic savings 70,169 60,092 16.8 67,013 4.7 

Overseas savings 1,674 1,448 15.6 1,528 9.6 

Total savings 71,843 61,540 16.7 68,541 4.8 

Domestic current 16,667 15,540 7.3 16,237 2.6 

Overseas current 6,314 4,916 28.4 5,401 16.9 

Total current 22,981 20,456 12.3 21,638 6.2 

Domestic deposits 254,994 215,378 18.4 244,720 4.2 

Overseas deposits 94,212 66,134 42.5 84,466 11.5 

Total deposits 349,206 281,512 24.0 329,186 6.1 

Source: Company, RSec Research 

Stable NIMs 

Domestic NIMs declined 31bp yoy and 16 qoq to 3.5% in 3QFY2012 driven by higher cost of 

deposits which increased by 63bp yoy and 6bp qoq. However, Overseas NIMs increased 

24bp yoy and 22bp qoq to 1.6%. Overall, Blended NIMs declined 21bp yoy and 8bp qoq to 

3%. We have factored lower NIMs of 2.7% for FY2013E. 

 

 

The total net loan book grew 25.8% yoy 

and 9.0% qoq to Rs2.6 lakh crore as on 

3QFY2012 

 

 

 

 

 

 

 

Total deposits grew by 24% yoy and 

6.1% qoq to Rs3.5 lakh crore led by 

overseas deposits growth 

 

 

 

 

 

 

 

 

 

 

Blended NIMs declined 21bp yoy and 

8bp qoq to 3% in 3QFY2012 
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Exhibit 5: NIMs trend 

 
Source: Company, RSec Research 

Asset quality deteriorates 

GNPAs of the bank stood at Rs3,895cr (1.5%) and %Net NPAs were reported at 0.5% or 
Rs1,326cr as on 3QFY2012. The management has mentioned that it has guided for upto 
1.5% of GNPAs. The bank witnessed an increase in slippages primarily in Agriculture, 
MSME & also one account in the aviation sector portfolio. The slippage ratio increased to 
1.4% from the previous 5 quarter average of 0.8%. We have changed our estimates to 
expect similar trend for the asset quality, since the current environment remains 
challenging and the full impact of interest rate hikes is still being borne by the end users of 
loans. Provision coverage ratio (excl. technical write offs) stood at 66%. Restructured 
loans increased from telecom & infra sectors to ~4% of the loan book and ~13% loans 
slipped into NPA out of the restructured book.  

Exhibit 6: GNPA movement 
(Rs cr) 3QFY12 3QFY11 %yoy 2QFY12 %qoq 

Opening GNPA 3,402 2,720 25.1 3,425 (0.7) 

Addition 953 276 244.9 583 63.5  

Reduction 460 225 104.2 606 (24.1) 

   Recovery/Upgradation 304 103 195.1 187 62.6  

   Write offs 156 121 28.7 418 (62.8) 

Closing GNPA 3,895 2,771 40.6 3,402 14.5  

Source: Company, RSec Research 

Exhibit 7: Asset quality trend 
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The slippage ratio increased to 1.4% 

from the previous 5 quarter average of 

0.8% 
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Outlook and Valuation 

A robust growth in other income and tight control on operating expenses helped Bank of 
Baroda report a ~21% increase in Net Profit at Rs1,290cr in 3QFY2012. The asset quality, 
however, deteriorated on the back of challenging domestic environment. We remain 
cautious on any signs of further slippages and have factored the same in our estimates. We 
like the bank for its wide distribution network, firm asset quality, above average loan growth, 
good return ratios and modest margins as compared to its peers. Bank of Baroda has been 
consistently growing its assets above the industry growth rate since the last many years. We 
expect the bank to outperform the industry going forward, since it has major portion of its 
operations in the growing states of Gujarat and Maharashtra. At the CMP of Rs789, the 
bank is trading at 1.1x FY2013E ABV. We keep our estimates broadly unchanged and 
maintain our Buy recommendation on Bank of Baroda with a target price of Rs923, implying 
an upside of ~17% from the CMP. 
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Profit & Loss 

Y/E March (Rs cr) FY2010 FY2011 FY2012E FY2013E 

Interest income 16,698 21,886 29,641 34,059 

Interest expenses 10,759 13,084 19,092 21,896 

Net interest income 5,939 8,802 10,549 12,163 

Non-interest income 2,806 2,809 3,263 3,679 

Total income 8,746 11,611 13,812 15,842 

Operating expenses 3,811 4,630 4,870 5,476 

Pre provision profits 4,935 6,982 8,942 10,366 

Provisions 697 1,331 2,400 2,648 

Profit before tax 4,238 5,650 6,541 7,718 

Income tax 1,180 1,409 1,832 2,161 

Net profit 3,058 4,242 4,710 5,557 

 

Balance Sheet 
Y/E March (Rs cr) FY2010 FY2011 FY2012E FY2013E 

Cash and bank balances 35,467 49,934 56,612 63,056 

Investments (net) 61,182 71,261 84,280 101,136 

Loans 176,834 231,038 272,860 327,399 

Loan loss reserves 1,798 2,362 3,022 3,593 

Loans (net) 175,035 228,676 269,838 323,806 

Fixed assets 2,285 2,300 2,447 2,533 

Other assets 4,347 6,226 6,471 6,724 

Total assets 278,317 358,397 419,649 497,256 

Total deposits 241,262 305,439 358,950 429,108 

Total borrowings 13,350 22,308 24,366 25,985 

Other liabilities 8,598 9,657 11,478 12,751 

Total liabilities 263,210 337,404 394,794 467,844 

Shareholders' equity 15,106 20,993 24,855 29,412 

Total liabilities & equity 278,317 358,397 419,649 497,256 

 

Key Ratios 

Y/E March FY2010 FY2011 FY2012E FY2013E 

Asset quality ratios (%)     

GNPA  1.4 1.4 1.6 1.5 

NNPA  0.3 0.3 0.5 0.4 

LLP as % of avg. assets 0.4 0.4 0.6 0.5 

Growth ratios (%)     
Advances growth 22.2 30.6 18.0 20.0 

Deposits growth 25.4 26.6 17.5 19.5 

CD ratio (%) 70.4 71.1 71.6 72.0 

CASA deposit ratio (%) 29.6 28.7 27.9 27.9 

Net interest income 15.9 48.2 19.8 15.3 

Fee income 1.8 0.1 16.1 12.8 

Core earnings growth 11.0 32.8 18.9 14.7 

Pre-provision profits 14.6 41.5 28.1 15.9 

Net profit 37.3 38.7 11.0 18.0 

Total assets  22.8 28.8 17.1 18.5 

NIM % - calculated 2.4 2.8 2.8 2.7 

ROE (%) 21.9 23.5 20.5 20.5 

ROA (%) 1.2 1.3 1.2 1.2 

Cost-to-income ratio (%) 43.6 39.9 35.3 34.6 

Capital adequacy ratio (%)     
Tier 1 9.2 10.0 9.1 8.6 

Tier 2 5.2 4.5 4.3 4.0 

Total CAR 14.4 14.5 13.4 12.6 

Per share data  (Rs)     
EPS 83.7 108.0 119.9 141.5 

DPS 17.5 19.2 21.6 25.5 

BVPS 403.3 524.4 622.8 738.8 

Adj. BVPS 386.8 504.3 589.8 709.9 

P/E (x) 9.4 7.3 6.6 5.6 

P/ABV (x) 2.0 1.6 1.3 1.1 

Dividend yield (%) 2.2 2.4 2.7 3.2 
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General Disclaimers: This Research Report (hereinafter called ‘Report’) is prepared and distributed by Reliance Securities Limited (RSL) for information purposes only.  The views herein 
constitute only the opinions and do not constitute any guidelines or recommendation and should not be deemed or construed to be neither advice for the purposes of purchase or sale of any 
security, derivatives or any other security through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security(ies) referred to 
herein. These information / opinions / views are not meant to serve as a professional investment guide for the readers.  No action is solicited based upon the information provided herein. 
Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed 
trading/investment decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data 
and other sources believed by RSL to be reliable. RSL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, 
adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, 
employees, affiliates or representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any 
way whatsoever from the information / opinions / views contained in this Report.  
 

Risks: Trading and investment in securities are subject market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved. 

The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects 

or returns. The value securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions, micro 

and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk.  Derivative products may also be affected by various risks including 

but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect the pricing 

of derivatives.  

 

Disclaimers in respect of jurisdiction: The possession, circulation and/or  distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has 

been or will be taken by RSL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or 

distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to inform 

himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts 

in India. 

 

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in 

respect of the securities and their respective issuers. Neither RSL nor the research analysts did have any known direct /indirect conflict of interest including any long/short position(s) in any 

specific security on which views/opinions have been made, during the preparation of this Report. 

 

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying, 

distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL. 

 

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views  of which they form part of.  
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