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BSE Bankex Performance v/s Sensex 
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Absolute Stock Performance 

(%) 1M 6M 12M 

Sensex  (19.2)  (42.1)  (48.3) 

BSE Bankex  (12.4)  (38.3)  (48.8) 

Axis Bank  (14.1)  (36.2)  (38.2) 

Bank of Baroda  (5.7)  (12.5)  (26.9) 

Bank of India  (3.8)  (23.8)  (27.8) 

HDFC Bank  (14.0)  (28.5)  (36.0) 

ICICI Bank  (10.5)  (51.6)  (64.5) 

PNB  0.6   (7.3)  (11.6) 

SBI  (14.0)  (28.4)  (39.7) 

UBI  1.8   (12.2)  (20.1)  

(Prices as on November 5, 2008) 

Banking Sector 
Delivered above estimates on most parameters 

 Net interest income (NII) growth higher than expected: NII for the 
companies under coverage grew by 39% YoY and 12% QoQ. This was 
mainly led by strong advances growth of 31% YoY and 8% on QoQ basis. 
Hike in PLR by most banks by around 100 bps and incremental CD ratio of 
over 100%, were the key triggers. NII for the quarter was 9% higher than 
our estimates for the banks under coverage. 

 Fee income remains robust: Fee income growth has also been strong at 
39% YoY and 4% on QoQ basis led by both PSU and private banks. Key 
outperformers were Axis, HDFC and BOI delivering ~15% QoQ growth. 

 Operating profit growth above estimates: Banks have been able to 
deliver 44% YoY and 15% QoQ growth at the operating level due to robust 
NII, fee incomes and through controlled costs. The growth was mainly led 
by the PSU banks, registering 49% YoY growth as compared to 35% YoY 
growth in the private banks. Operating profit for the quarter was 15% 
higher than our estimates for banks under coverage. 

 Asset quality: The asset quality has been maintained on QoQ basis, 
except for ICICI and SBI, as all other banks have made aggressive NPA 
provisions to keep the net NPA levels under check. 

 Positive surprise in PAT led by PSU banks: BOI, PNB and SBI surprised 
positively on the PAT front outperforming the PAT estimates by 21%, 13% 
and 12%, respectively. Axis bank surprised positively, beating estimates 
by 11% amongst private banks. Strong NII growth was the key lever 
among all the banks delivering outperformance. 

 Valuation: YTD Bankex is down 26.3% as compared to fall in Sensex by 
35.3%. RBI’s recent measures will help liquidity in the system. Banks now 
have better pricing power and the NPL cycle will get delayed with higher 
advances growth. All these will be positive for the sector in the near 
term. Maintain BUY on SBI, BOI, Axis and ICICI Bank. 

Key Financials 

 CMP (Rs) Rating Price / Earnings (x) Price / Adj. Book (x) 

   FY08 FY09E FY10E FY08 FY09E FY10E 

Axis Bank 604  BUY 20.2 15.0 12.2 2.5 2.3 2.0 

Bank of Baroda          280  Accumulate 7.1 6.2 5.2 1.1 1.0 0.8 

Bank of India          276  BUY 7.2 5.6 4.6 1.8 1.4 1.1 

HDFC Bank       1,095  Accumulate 26.4 19.5 14.7 3.7 3.0 2.2 

ICICI Bank          452  BUY 12.1 12.8 9.8 1.1 1.1 1.0 

Punjab National Bank          492  Accumulate 7.6 6.2 5.3 1.5 1.3 1.1 

State Bank of India       1,274  BUY 12.0 10.4 9.1 1.8 1.6 1.4 

Union Bank of India          148  Accumulate 5.4 5.1 4.5 1.4 1.2 1.0 
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Highlights 

Q2FY09 results have surprised positively 

Due to a reduction in foreign-based borrowing on account of the current 
credit scenario, we witnessed Indian banks substituting the foreign credit 
demand. The credit off-take increased substantially during the quarter, 
rising 29.3% on YoY basis as per the data reported by RBI on October 10, 
2008. 

Also, all the banks have increased their PLR during the quarter by ~100bps 
resulting in improved margins for all banks.  

The banks under coverage beat our NII estimate by 8.8%, PAT estimates by 
7.6% and operating profit by 14.9%. 

Q2FY09 Results (Rs m) 

 NII Operating Profit PAT 

 Actual PL Est. Variation 
(%) 

Actual PL Est. Variation 
(%) 

Actual PL Est. Variation 
(%) 

Axis Bank  9,135   8,237  10.9  8,745   6,906  26.6  4,029   3,632  10.9 

Bank of Baroda  11,338   10,859  4.4  8,456   8,286  2.1  3,953   4,104  (3.7) 

Bank of India  13,631   11,616  17.4  12,147   10,077  20.5  7,629   6,320  20.7 

HDFC Bank  18,665   18,531  0.7  11,229   11,193  0.3  5,280   5,185  1.8 

ICICI Bank  21,476   21,359  0.5  22,849   20,548  11.2  10,142   10,343  (1.9) 

PNB  17,122   14,970  14.4  13,678   10,775  26.9  7,071   6,282  12.6 

SBI  54,554   49,033  11.3  41,936   35,406  18.4  22,601   20,196  11.9 

Union Bank of India  9,753   8,448  15.4  6,997   6,496  7.7  3,614   3,716  (2.7) 

Total  155,673   143,052  8.8  126,038   109,686  14.9  64,319   59,778  7.6 
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Loan growth trend  
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Source: Company Data, PL Research 

Deposits growth trend 
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Source: Company Data, PL Research 

CASA margins trend 
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Source: Company Data, PL Research 

Advances growth was 31% YoY and 
8% QoQ for banks under coverage.  

 
Amongst the private banks, Axis 
bank reported 54% YoY and 13% 

QoQ growth. 
PSU banks reported 34% YoY and 

11% QoQ advances growth. For the 
PSUs PNB, SBI and UBI were the 

banks growing advances above the 
11% QoQ PSU average  

Deposits growth was 24% YoY and 
6% QoQ for banks under coverage.  

 
Axis bank was again the top 

performer reporting 60% YoY and 
16% QoQ growth, as compared to a 

de-growth for ICICI bank by 2% 
YoY and 5% QoQ. 

 
PSU banks reported 26% YoY and 

8% QoQ growth. For the PSUs PNB, 
SBI and UBI showed strong deposit 

mobilization during the quarter.  

Across the board, all banks have 
lost CASA share as % of deposits. 
However, ICICI bank has bucked 

the trend. This is mainly on 
account of substituting high cost 
bulk deposits as loan demand is 

low and branch expansion helping 
to improve CASA. 
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NIM margins change 
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Source: Company Data, PL Research 

GNPA & NNPA QoQ change 
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Source: Company Data, PL Research 

Net NPA trend 
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Source: Company Data, PL Research 

Incremental CD ratio and PLR 
hikes of roughly 100bps, has 

helped to improve margins on QoQ 
and YoY basis.  

 
The only exception is BoB, whose 
margins have fallen on YoY basis. 

SBI and ICICI Bank have witnessed 
asset quality deterioration on both 

GNPA and NNPA levels.  
 

All other banks have made 
aggressive NPA provisions to keep 

the net NPA levels in check.  
 

NNPA as % of assets have also 
remained stable for most banks, 

except for ICICI Bank. 
 

HDFC bank has seen a marginal 
uptick in NNPA as % of assets. 

However, it is within manageable 
levels. 
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Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India 
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

Rating Distribution of Research Coverage 
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PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information 
and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken 
as an offer to sell or a solicitation to buy or sell any security.   

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or 
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 
statements and opinion given, made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent 
expert/advisor.  

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.  

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.  


