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Result Update

Sensex 17.554
Nifty 5252
Stock Data

NSE Code SOUTHBANK
Bloomberg SIB.IN
Reuters SIBK.BO
Shares Issued (mn) 113.0
Market Cap (Rs mn) 16400
52 Wk H/L (Rs) 171/42
Face Value (Rs) 10
Avg.vol. (12M) 125,967

BSE Code 532218

Return (%)
1m 3m

Absolute 3 2 157

Rel. to Sensex (1) (0.5) 63

12m

Asset quality one of the best GNPAs and NNPAs in absolute terms remained marginally up on QoQ to 
Rs2, 138mn (Increase of ~9mn) and Rs567mn (Increase of Rs ~3mn), respectively. GNPA ratio stood at 
1.46% in 3QFY10 (v/s 1.61% in 2QFY10) and NNPA ratio at 0.39% (v/s 0.43% in 2QFY10). Provision 
coverage ratio was strong at 73%. Cumulatively, during 9MFY10, SIB has made a floating provision of 
Rs330m, which if netted off would bring down NNPA ratio to below~0.2% 

Valuation and view: We expect SIB to report EPS of Rs27 and ABVPS of Rs153 in FY11, and EPS of Rs33 
and ABVPS of Rs182 in FY12, with RoE of ~17%. The stock trades at 4.4x FY12E EPS and 0.8x FY12E Adj.
BV. We maintain Buy rating with a target price of Rs200 (1.1x FY12E BV), an upside of 38% from current 
valuations.

Traction in assets growth: SIB business growth continued to show strong traction, with advances 
growth at 31% YoY and 10.8% QoQ; Deposit growth was healthy at 26% YoY and 5% QoQ. SIB  was able 
to maintain its CASA at 24% of the total deposits. The key drivers for high growth in advances were the 
disbursals to the Power and Infrastructure sectors

Stable Margin: Margin remains stable at 3.1% because the cost of deposits reduced from 7.2% in 
3QFY2009 to 5.5% in 3QFY2010, which is mainly because of a re-pricing of the high-cost term deposits. & 
the yield on advances remained reasonably stable to 11.4% 3QFY2010 as against 11.5% 3QFY2009. 

South Indian Bank's (SIB) net profit for 3QFY10 grew 15% YoY to Rs625m (v/s our estimate of Rs676m) 
below our expectation mainly on account of higher than estimate provisions. Key highlights  are 

Stable Operating Cost: Operating expenses were up by 5% yoy and flat sequentially, despite the addition 
of 20 branches and 30 ATMs in 3QFY09 with the cost-to-income ratio at 45.0%, as compared to 48.0% in 
3QFY2009. Over the next year, the bank plans to add another 60 branches to the current network of 575 
branches. As a result, cost-to-income ratio remains at high as 43% to 45% during this period 

Declined Non-Interest Income: SIB Non Interest income decline by 6% YoY & 34% QoQ.Fee income 
declined by 14.0% yoy; however, the sequential growth of 26% in core fee income. We expect non-
interest income to remain flat during FY2011E, mainly due to the absence of treasury gains, going 
forward 

Shareholding Pattern

FII's
37%

Others
49%

FI's
14%
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Particular (Rs mn) Q3FY10 Q2FY10 QoQ% Q3FY09 YoY% 9MFY10 9MFY09 YoY% FY10E FY09 YoY%

Interest Earned 4,877.9 4,688.0 4% 4,414.8 10% 14,218.5 12,139.3 17% 19,585.50 16,869.20 16%

Interest Expended 3,160.0 3,036.2 4% 2,952.5 7% 9,324.5 8,390.7 11% 12,527.50 11,640.40 8%

NII 1,717.9 1,651.8 4% 1,462.3 17% 4,894.0 3,748.6 31% 7,058.00 5,228.80 35%

Other Income 431.2 655.1 -34% 459.0 -6% 1,646.1 1,194.2 38% 1,905.70 1,676.30 14%

Total Income 2,149.1 2,306.9 -7% 1,921.3 12% 6,540.1 4,942.8 32% 8,963.70 6,905.10 30%

Employees 615.6 633.3 -3% 640.9 -4% 1,931.9 1,446.7 34% 2,677.30 2,141.80 25%

Other expenses 351.5 334.9 5% 278.5 26% 1,018.4 870.9 17% 1,732.10 1,530.20 13%

TOTAL EXPENSES 967.1 968.2 0% 919.4 5% 2,950.3 2,317.6 27% 4,409.40 3,672.00 20%

PPP 1,182.0 1,338.7 -12% 1,001.9 18% 3,589.8 2,625.2 37% 4,554.30 3,233.10 41%

Provisions & 
Contingencies 194.6 164.6 18% 178.2 9% 463.5 428.5 8% 624.90 219.50 185%

PBT 987.4 1,174.1 -16% 823.7 20% 3,126.3 2,196.7 42% 3,929.40 3,013.60 30%

Taxes 362.8 448.4 -19% 281.7 29% 1,174.9 751.7 56% 1,375.30 1,066.10 29%

PAT 624.6 725.7 -14% 542.0 15% 1,951.4 1,445.0 35% 2,554.10 1,947.50 31%

Result Update
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Profit & Loss and Balance Sheet – Rs mn

Profit & Loss FY08 FY09E FY10E FY11E FY12E Balance Sheet FY08 FY09E FY10E FY11E FY12E

Interest income 12,912 16,869 19,586 24,609 33,393 Owned Fund 11,610 13,040 15,594 18,652 22,431 

Interest expenses 9,151 11,640 12,528 16,633 23,040 Borrowed Fund 153,387 185,043 253,794 303,729 357,659 

Net Interest Income 3,761 5,229 7,058 7,976 10,353 
Total equity & 
liabilities 164,997 198,084 269,388 322,381 380,090 

Non Interest income 1,477 1,676 1,906 2,393 2,071 YoY % 20% 36% 20% 18%

Operating income 5,239 6,905 8,964 10,369 12,424 

Operating expenses 2,792 3,672 4,409 5,084 5,885 Cash & Bank Balance 17,027 20,359 41,196 29,961 35,354 

Pre-provisions profit 2,446 3,233 4,554 5,284 6,539 Investment 45,722 60,752 78,978 98,722 118,466 

Provisions & 
Contingencies 129 220 625 917 1,139 Advances 104,538 118,520 154,076 200,299 250,374 

Tax 801 1,066 1,375 1,310 1,620 Net Current Assets (2,289) (1,547) (4,862) (6,602) (24,104)

Net Profit 1,516 1,948 2,554 3,057 3,780 Total assets 164,997 198,084 269,388 322,381 380,090 

EPS 17 17 23 27 33 ABVPS 123 102 129 153 182 
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Financial Ratio

Key Data FY08 FY09 FY10E FY11E FY09 FY10E FY11E 
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FY12E Key Ratios FY08 FY12E

33.4 3.0%
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1.9%
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EPS 16.7 17.2 NII/ATA 2.2%

BVPS 126.3 113.8 OE/ATA 1.6%

ABVPS 122.6 101.9 OP/ATA 1.4%

P/E (x) 8.6 8.4 Prov/ ATA 0.1%

P/BV (x) 1.2 1.3 ROAA 0.9%

P/ABVPS (x) 1.2 1.4 ROE 13.3%

Assets Quality Growth %

GNPA 1,884.8 2,605.6 NII 2.3%

NNPA 339.7 1,343.1 Total Income 7.1%

GNPA % 1.8% 2.2% Net Profit 45.6%

NNPA % 0.3% 1.1% Advances 32.0%

Provision 
coverage 82.0% 48.5% Total Assets 20.9%
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Disclosures and Disclaimers

MF Global Sify Securities India Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equities Derivatives and Private Client Group. This report has been prepared by 
Private Client Group. The views and opinions expressed in this document may or may not match or may be contrary at times with the views, estimates, rating, target price of the other equity research 
groups of MF Global Sify Securities India Pvt. Ltd.
This report is issued by MF Global Sify Securities India Pvt. Limited which is regulated by SEBI. MF Global Sify Securities India Pvt. Ltd. is a subsidiary of MF Global Overseas Ltd. References to 
"MFGSSIPL" or “Firm” in this report shall mean MF Global Sify Securities India Pvt. Limited unless otherwise stated. This report is prepared and distributed by MFGSSIPL for information purposes only 
and neither the information contained herein nor any opinion expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the purchase or sale of any 
security, investment or derivatives. The information and opinions contained in the Report were considered by MFGSSIPL to be valid when published. The report also contains information provided to 
MFGSSIPL by third parties. The source of such information will usually be disclosed in the report. Whilst MFGSSIPL has taken all reasonable steps to ensure that this information is correct, MFGSSIPL 
does not offer any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and MFGSSIPL 
does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily a guide to future performance.
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must undertake independent 
analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report 
and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or considered as an offer to sell or a solicitation of any offer to buy or sell the 
Securities mentioned in it. The information contained in the research reports may have been taken from trade and statistical services and other sources, which we believe are reliable. MF Global Sify
Securities India Pvt. Ltd. or any of its group companies do not guarantee that such information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at 
this date and are subject to change without notice
Important These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all aspects of these disclosures 
and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request.
Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s personal views about all of 
the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will be, directly or indirectly, related to the specific 
views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members does not own the stock(s) covered in this research report.

Independence: MF Global Sify Securities India P. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services from, the subject issuers 
in the past twelve (12) months, and the Firm does not anticipate receiving or intend to seek compensation for investment banking services from the subject issuers in the next three (3) months. The Firm is 
not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or short positions in such securities. The Firm does not hold more than 1% of the 
shares of the company(ies) covered in this report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of any individual 
recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to the appropriateness of any securities 
referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing 
experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic or political factors. Past performance is 
not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that the Firm and the research analyst believe to be reliable, but neither the Firm nor the research 
analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed herein are current opinions as of the date 
appearing on this material and are subject to change without notice.
Furthermore, the Firm is under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively to the Firm. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or in 
part, is permitted without the Firm’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading in can be substantial.  You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources and other relevant 
circumstances.

MF Global Sify Securities India Pvt. Limited.
2nd Floor, C-Block, Modern Centre, Mahalaxmi, Mumbai-400 011
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