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Company visit

Key takeaways from company visit

Key forecasts

FYO6A FYO7A FYOSF FYOO9F FY10F
Reported PTP (Rsm) 6438.9 9987.0 16471.2 20218.2 27215.5
Reported net profit (Rsm) 3975.4 6587.4 10718.2 13647.3 18370.5
Reported EPS (Rs) 14.3 23.4 29.9 37.8 50.7
Normalised EPS (Rs) 14.3 23.4 29.9 37.8 50.7
Dividend per share (Rs) 3.50 4.50 6.00 7.50 9.50
Normalised PE (x) 48.9 29.8 23.3 18.4 13.8
Price/book value (x) 6.73 5.79 2.85 2.55 2.22
Dividend yield (%) 0.50 0.65 0.86 1.08 1.36
Return on avg equity (%) 15.0 21.0 17.6 14.6 17.3

Accounting Standard: Local GAAP

year to Mar, fully diluted

Source: Company data, ABN AMRO forecasts

Quick summary

This note summarises the key takeaways from our recent meeting with the
business heads of the agriculture, SME and corporate loans divisions. We
maintain our Buy rating for Axis Bank and a target price of Rs1,187.20.

SME, agriculture and commercial finance

Axis Bank defines small and medium enterprises (SME) as companies with a
turnover of less than Rs1.25bn. The bank’s SME loan portfolio was about
Rs115bn (about 19% of total loans) as of March 2008. Agriculture loans
totalled Rs44bn (about 7% of total loans) and commercial finance around
Rs12bn (about 2% of total loans).

The bank has 25 SME centres at present (20 as of March 2008), and believes
that its network now covers most of the large SME zones in the country. In
the agriculture segment, the bank has seven business cells.

The SME business has about 5,000 relationships, translating into average

loan outstanding per account of about Rs20m. Management believes these
customers are not very price sensitive and prefer a quick turnaround. The
bank is adding about 250 relationships every month. Management expects
cross-selling to be a key revenue driver in the SME segment.

Agriculture lending remains challenging, especially after the Indian
government announced waivers on farm loans during the FY09 budget. The
operating cost is high, with low yields and a high risk of default. However,
management believes cross-selling opportunities are huge. In agriculture, the
bank has three verticals to cover all segments: retail loans of up to Rs20m,
contract farming and commodity finance.

Most loans carry collateral and the loan-to-collateral-value is generally about
75%. Axis Bank’s default rate in the SME loan book remains in line with its
overall default rate of 0.8% of average loans. The agriculture segment has a
higher default rate than the overall average for the bank. Axis Bank is
experiencing slower repayments in the retail agriculture loan book. However,
management believes once the farm loan waiver formalities are completed,
most clients will be back to business as usual.

Priced at close of business 23 June 2008.
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AXIS BANK

Middle and large corporates

Axis Bank’s corporate loan book was about Rs300bn as of March 2008 (about
50% of total loans). Corporate credit includes loans at overseas branches of
Rs54bn, comprising in main the portfolio of Indian corporates and their
subsidiaries as also trade finance.

The bank has about 800 relationships, translating into an average outstanding of
Rs300m per account. Of the 800 relationships, about 300 are large corporates.
Most loans here also carry collateral and the loan-to-collateral-value is generally
around 75%.

Axis Bank is one of the largest players in the debt syndication business. The
bank says it generally takes a 10-15% exposure in its syndicated loans.

In the last few years, the bank has been able to break into the large top-tier
corporates in India, due partly to its large capital base.

On the international book, Axis Bank’s existing loan spreads are lower than its
overall average. On an incremental basis, business volumes are small due to
narrowing spreads. The bank’s average borrowing rate in the international
market is 250-300bp above Libor.

In the real-estate segment (exposure of about Rs20bn), the bank has exposure
to commercial real estate, dominated by office space. Residential, IT parks and
retail commercial are not a significant part of the portfolio.

Axis Bank maintains specific exposure limit for each industry, which is set
internally. Iron and steel, power, roads, petrochemicals, etc, are among the top
sectors in terms of funded exposure. Most loans are disbursed on PLR-linked
rates.

Under business banking, the current accounts sourced increased to 138,765 in
FY08 from 97,857 last year. The cash management solutions (CMS) throughput
grew 96.87% from Rs3,791bn in FYO7 to Rs7,463bn in FY08. The number of CMS
clients has increased from 2,164 in the previous year to 3,193.

In FY08, the bank syndicated Rs520bn by way of private placement of bonds,
debentures and term loans. The bank also acted as book runner and mandated
lead manager for external commercial borrowings (ECBs) aggregating to over
US$3bn during the year.
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DISCLOSURES APPENDIX

This document is not for public distribution and has been furnished to you solely for your information only and must not be reproduced or re-distributed to any
other person. Persons into whose possession this document may come are required to observe these 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. It is for the general information of clients of ABN AMRO Asia Equities (India)
Limited (AAAEIL). It does not constitute a personal recommendation or take into account the particular investment objectives, financial situation or needs of
individual clients. We have reviewed the report and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or
completeness cannot be guaranteed. Neither AAAEIL nor any person connected with it accepts any liability arising from the use of this document. The information
contained in the said report should be construed as non-discretionary in nature and the recipient of this material should rely on their own investigations and take
their own professional advice. Price and value of investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. Clients should not await such reports at regular intervals
/ frequency and should not hold AAAEIL responsible for failure to send such reports. 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 are cautioned that any forward looking
statements are not predictions and may be subject to change without notice. Our proprietary trading may make investment decisions that are inconsistent with the
recommendations expressed herein. AAAEIL has two independent equity research groups : Institutional Equities (IE) and Retail Broking Services (RBS). This report
has been prepared by the IE and is being distributed to RBS clients after the report has been distributed to IE clients. We and our affiliates, officer, directors and
employees worldwide may (a) from time to time have long or short positions in and buy or sell securities thereof, of company(ies) mentioned therein or (b) be
engaged in any other transactions 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 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 analyst for this report certifies that all of the views expressed in this report accurately reflect his or her
personal views about the subject company or companies and its or their securities and no part of his or her compensation was, is or will be directly related to
specific recommendations and related information and opinions. No part of this material may be duplicated in any form and / or re-distributed without AAAEIL’s
prior written consent.
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