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• SBI announced 4Q07 numbers that were about 8% above our 
estimates led by higher than expected non-interest income growth 
(up 42% yoy adjusted for extra-ordinaries). 

• Loans and Deposits were up 29% and 15% yoy respectively. NII 
was up 22% yoy in 4Q07 with NIM for the full year at 3.31% (up 
39 bps yoy). However given that the impact of increase in 
deposits rates will kick in going ahead, margins would be under 
some pressure. 

• Non-interest income was up 42% yoy led by strong 21% yoy 
growth in CEB in 4Q07. Other miscellaneous income was down 
significantly (Rs -2.0 bn vs. Rs +5.7 bn in 4Q06), details of which 
are awaited. However it was compensated by profit from 
revaluation of investments on HTM portfolio of Rs 4.5 bn (vs. loss 
of Rs 3.2 bn in 4Q06) and substantially higher dividend income 
(Rs. 2.2 bn vs. negligible in 4Q06), as due to change in tax 
provisions subsidiaries declared interim dividend in 4Q07 itself. If 
we strip-off dividend income and profit from revaluation of 
investments, then growth in non-interest income would be 8.4%. 

• Operating expenses were up 10% yoy with staff expenses up 5%. 
The cost-income ratio declined by 780 bps yoy in 4Q07 to 45% 
and helped in 50% yoy growth in operating profits (24.4% yoy if 
dividend income and profit from revaluation of investments are 
stripped-off). 

• Despite higher loan loss charge at 138 bps (up by 60 bps qoq), 
there has been increase in gross and net NPLs sequentially, which 
is a concern to us. Net NPL ratio was up sequentially by 11 bps at 
1.56%. The coverage ratio declined to 47% and appears low. 

• Management has indicated for additional capital requirements of 
Rs 150 bn (BASEL II and to support asset growth). However this 
would be a combination of debt and equity. 

• Though the potential equity issuance could provide a positive 
technical catalyst, we would watch out for margin pressure and 
uptick in credit costs which could dampen profit growth. The stock 
(on consolidated basis) trades at 1.31x FY08E Book. We maintain 
our overweight rating on the stock. 
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Table 1: SBI: 4Q07 and FY07 Summary 
INCOME STATEMENT(Rs mn) 4Q07 YoY QoQ FY07 YoY 
 Net Interest Income  43,201 21.5% 9.3% 160,542 17.8% 
 CEB  23,373 20.8% 171.5% 48,045 20.2% 
 FX  487 -43.5% -57.3% 3,734 -20.5% 
 Cap Gains  382 -52.2% -87.7% 5,678 -3.3% 
 Others * 4,701 nm -10.5% 236 nm 
 Non treasury, non-interest income  28,561 45.3% 90.4% 52,015 76.3% 
 Other Income  28,943 41.5% 59.8% 57,693 63.1% 
 Total Income  72,144 28.8% 25.2% 218,235 27.2% 
 Core Revenues  71,762 30.0% 31.6% 212,557 28.3% 
Staff expenses 20239 5.2% -0.3% 79326 1.6% 
Other operating expenses 12,221 18.6% 39.2% 38,909 8.0% 
 Total Operating Expenses  32,460 9.9% 11.6% 118,235 3.6% 
 Operating Profits  39,684 50.0% 39.0% 100,000 74.0% 
 Core Operating Profits  39,302 53.2% 54.5% 94,322 82.8% 
 Loan Loss Provisions  10,304 393.5% 90.6% 20,187 265.1% 
 Other Provisions  3,822 -53.1% -38.9% 1,909 nm 
 Pre Tax Profits  25,558 57.6% 51.3% 77,903 43.1% 
 Tax  10,626 8.6% 70.4% 31,162 38.7% 
 Net Profit(pre extraordinary)  14,932 132.1% 40.2% 46,741 46.2% 
 Extra ordinaries(net of tax) # - nm nm 1,328 nm 
 Reported Net Profit  14,932 75.0% 40.2% 45,413 3.1% 
      
 Deposits (Bn)  4,355 14.6% 7.7%   
 Loans (Bn)  3,373 28.9% 9.0%   
      
 Ratios       
Core Cost Income Ratio 45.2% -8.3% -8.1% 55.6% -13.2% 
Effective tax rate 41.6% -18.8% 4.6% 40.0% -1.3% 
Gross NPL's        99,982 3.8% 1.0%   
Net NPL's        52,577 7.1% 17.2%   
Gross NPL Ratio 2.9% -0.7% -0.4%   
Net NPL ratio 1.6% -0.3% 0.1%   
Coverage Ratio 47.4% -1.6% -7.3%   
LLP/Average Loans 1.38% 1.0% 0.6%   
ROE(12 month) 14.2% -1.2%    
ROA(12 month) 0.84% -0.1%    
NIM (Full Year) 3.31% 0.39%    
Tier 1 Ratio 8.0% -1.4% 0.0%   

Source: JPMorgan estimates, Company data 
* Includes profit / loss from revaluation of investments. 
# Extra-ordinaries (net of taxes) in FY06 and FY07 were Rs. 12.1 bn and Rs. 1.33 bn respectively. 
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Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Lead or Co-manager: JPMSI or its affiliates acted as lead or co-manager in a public offering of equity and/or debt securities for 
State Bank of India within the past 12 months.  

• Client of the Firm: State Bank of India is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI 
provided to the company investment banking services and non-investment banking securities-related service.  

• Investment Banking (past 12 months): JPMSI or its affiliates received in the past 12 months compensation for investment banking 
services from State Bank of India.  

• Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment 
banking services in the next three months from State Bank of India.  

• Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other 
than investment banking from State Bank of India. An affiliate of JPMSI has received compensation in the past 12 months for 
products or services other than investment banking from State Bank of India.  
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Source: Reuters and JPMorgan; price data adjusted for stock splits and dividends.
Break in coverage Feb 27, 2004 - Jul 01, 2004. This chart shows JPMorgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.
JPMorgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(Rs) 

Price Target 
(Rs) 

01-Jul-04 OW 430.65  --  
18-Feb-06 OW 857.70 995.00 
31-Aug-06 OW 931.65 1010.00 
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months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
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Punjab National Bank (PNBK.BO), State Bank of India (SBI.BO), Syndicate Bank (SBNK.BO), Union Bank of India 
(UNBK.BO), YES Bank Ltd (YESB.BO) 
  

JPMorgan Equity Research Ratings Distribution, as of March 30, 2007 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 42% 41% 17% 
    IB clients* 49% 51% 38% 
JPMSI Equity Research Coverage 38% 48% 14% 
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*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent JPMorgan research report for an analysis of valuation methodology and risks on any 
securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on the 
front of this note or your JPMorgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  
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Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your JPMorgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
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Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [mica (p) 
069/09/2006 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the 
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the 
MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-x) which is a 
Participating Organization of Bursa Malaysia Securities Bhd and is licensed as a dealer by the Securities Commission in Malaysia. Pakistan: J. P. 
Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of 
Pakistan.  
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U.K. and European Economic Area (EEA):  Issued and approved for distribution in the U.K. and the EEA by JPMSL.  Investment research 
issued by JPMSL has been prepared in accordance with JPMSL’s Policies for Managing Conflicts of Interest in Connection with Investment 
Research which can be found at http://www.jpmorgan.com/pdfdoc/research/ConflictManagementPolicy.pdf.  This report has been issued in the 
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Bank, N.A., Frankfurt Branch who are regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Australia:  This material is issued and 
distributed by JPMSAL in Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The 
recipient of this material must not distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the 
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been edited or contributed to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch.  Singapore:  JPMSI and/or its 
affiliates may have a holding in any of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding 
is disclosed in the Legal Disclosures section above.  India:  For private circulation only not for sale. Pakistan:  For private circulation only not 
for sale. New Zealand:   This material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the 
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