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Bank of India

Company
Update

Minimal subprime risk — Raise to BUY

Bank of India’s (BOI) stock price has corrected by 38% over its 52-week high
driven by concerns over its exposure to the international markets and exposures
to CDS/CDO. Our conversation with the management of the bank has revealed
that the bank’s exposure to such investments is only US$400mn and the
additional MTM losses could only be to the tune of US$1mn.

We have preferred other stocks in the PSU banks over BOI mainly driven by its
rich valuations. The valuations have been bitten down to 1.2x FY10E ABV from a
high of 1.7-1.8x. We believe that valuations are very attractive looking at an
average RoE of 24% over FY08-10E. We upgrade the stock to BUY from NEUTRAL
while maintaining our price target of Rs425.

Risk of exposure to international book minimal

BOI is currently carrying an investment book of US$1bn in its international operations, of
which US$400mn in to the credit linked notes (funded CDS). The bank has already done
MTM provisions of US$8.5mn on this book and additional provisions are likely to be only
to the tune of US$1mn.

The underlying assets in the CLN are all Indian corporates with ratings of AA and above.
The bank intends to carry the book till maturity.

Break up of international investment portfolio

US$ mn
Government securities 250
CLN 400
Others 350
Total 1,000

Source: Company, Emkay Research

Debt waiver scheme may not affect too much

The bank’s management has mentioned that the debt waiver scheme may apply only to
the agriculture loans which is overdue as on December 2007 have to be waived off. For
BOI the NPAs in agriculture loans (total portfolio of Rs110bn) are about Rs4bn.

Agriculture portfolio details

Rs mn
Total agriculture portfolio 110
NPA 4
WI/Off (a) ~1.0-1.5
Provided for (b) ~1.0-1.5
Total (a) + (b) ~2.0-3.0

Source: Company, Emkay Research

Valuations have corrected — attractive BUY

We have preferred other stocks in the PSU banks over BOI mainly driven by its rich
valuations. The valuations have been bitten down to 1.2x FY10E ABV from a high of 1.7-
1.8x. We believe that valuations are very attractive looking at an average RoE of 24%
over FY08-10E. We upgrade the stock to BUY from NEUTRAL while maintaining our price
target of Rs425.
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Valuation table

Y/E March 31 Net income Net profit EPS ABV RoA RoOE PE P/ABV

Rs mn Rs mn (Rs) (Rs) (%) (%0) (x) x)
FY2007 52,474 11,232 23.0 94.8 0.9 21.2 134 3.0
FY2008E 62,486 16,643 34.1 124.6 11 25.7 9.0 2.3
FY2009E 73,387 21,833 415 185.0 11 24.8 6.9 15
FY2010E 86,030 27,542 52.4 237.3 1.2 237 55 12

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The manner
of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may come are
required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report
is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No person associated with Emkay Share &
Stock Brokers Ltd is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this document. The material is based upon information
that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Share & Stock Brokers Ltd, nor any person connected with it, accepts
any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own professional advice. Opinions expressed are our current
opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other
reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. We and our
affiliates, officers, directors, and employees world wide, including persons involved in the preparation or issuance of this material may; (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker
in the financial instruments of the company (ies) discussed herein or may perform or seek to perform investment banking services for such company(ies)or act as advisor or lender / borrower to such
company(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The same persons may have acted upon the information contained
here. No part of this material may be duplicated in any form and/or redistributed without Emkay Share & Stock Brokers Ltd'sprior written consent. No part of this document may be distributed in Canada

or used by private customers in the United Kingdom. In so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be
guaranteed.

Emkay Share and Stock Brokers Ltd.,
Paragon Center, Ground Floor, C-6
Pandurang Budhkar Marg, Worli, Mumbai — 400 013. , Tel no. 66121212. Fax: 66121299

Emkay Research 5 March 2008 2



