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REDUCE

Price 
Rs257 

Target Price
Rs225

Sensex 15,699

Price Performance 

(%) 1M 3M 6M 12M

Absolute 17 30 31 160 

Rel. to Sensex 8 17 17 73 

Source: Capitaline 

Stock Details 
Sector Banks

Reuters BOI.BO

Bloomberg BOI @IN

Equity Capital (Rs mn) 4874

Face Value 10

52 Week H/L 276/94

Market Cap Rs125.2 bn/US$3.1bn

Daily Avg Volume (No of shares) 2.4mn

Daily Avg Turnover (US$) 13.2mn

Shareholding Pattern (%) 
(30th Jul.’07) 

Promoters 69.5

FII 16.8

Institutions 5.7

Private Corp. 0.9

Public 7.2

 

 

Bank of India 

Exceptional results  
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Bank of India (BOI) reported excellent operational results driven by strong growth 
in NII (22%yoy to Rs10.0bn, normalised), strong growth in fee income (21.3% yoy 
to Rs2.3bn) and controlled provisioning. The asset quality improved with GNPA 
and NNPA having declined to 2.29% (3.61% Q1FY07) and 0.69% (1.4% Q1FY07) 
respectively. 

While we believe that the robust performance exhibited by the bank over past few 
quarters is likely to continue over next two years, we believe that the valuations at 
9.4x FY09E EPS and 1.6x FY09E ABV are ripe. We assign REDUCE rating on the 
stock with price target of Rs225. 

Strong asset growth and NIM drive NII  
BOI’s NII (adjusted for amortisation expenses) grew by 22.0% yoy to Rs10.0bn driven by 
24% growth in assets and an 8bps expansion in margins.  

Change in bps  
% Q1FY08 Q1FY07 Q4FY07 

yoy qoq 

Yield on Advances  9.23 7.97 8.92 127 31 

Yield on Investments 6.89 7.82 8.72 -93 -183 

Yield on assets  8.22 7.58 7.89 64 33 

Cost of funds  5.05 4.48 4.68 57 37 

NIM 3.17 3.10 3.21 7 -4 

Calculated on basis of average balances        Adjusted for Amortisation expenses  and one time CRR income  

Source: Company, Emkay Research 

The NIM expanded despite a sharp rise in cost of funds (driven by rising deposit cost and 
tier II borrowings) as the yield on assets also rose by 97bps. On qoq basis the NIM was 
slightly lower by 4bps  primarily because of non-receipt of normal interest on CRR 
balances and decline in yield on investments. 

The growth in the advances book was led by foreign advances which grew by 28% yoy to 
Rs184bn (comprising 21.0% of total loan book) and also domestic loans which grew by 
26.5% yoy. 

Fee income and treasury gains grow strong 
During the quarter under review the total non-interest income grew by robust 29% yoy to 
Rs3.2bn driven by a) strong growth in fee income and b) robust treasury gains   

Rs mn Q1FY08 Q1FY07 Q4FY07 % y-o-y chg % q-o-q chg 

Trading 650 514 1,000 26.6 -35.0 
CEB 2,300 1,896 2,750 21.3 -16.4 
Forex income 660 503 770 31.2 -14.3 
Recovery 200 194 1,140 3.0 -82.5 
Misc. other income - - 100 - - 
Amortisation -580 -602 -630 -3.7 -7.9 
Total 3,230 2,505 5,130 29.0 -37.0 

Source: Company, Emkay Research 

Expenditure grows in line 
The operating expenditure grew by 7.1% yoy to Rs6.5bn with driven by higher employee 
expenses.. The other operating expenses have declined by 0.7% on sequential basis as 
the bank has spent significantly on CBS roll out over M9FY07. 
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Robust asset quality 
Despite a strong growth in balance sheets and particularly in retail assets, the bank has 
significantly brought down GNPA and NNPA. Resultantly the provisioning requirement 
has also come down significantly. 

Rs mn Q1FY08 Q1FY07 Q4FY07 % yoy 
chg  

% qoq 
chg  

NPA related provisions 922 1,154 1,006 -20.1 -8.4 

As % of advances 0.10 0.17 0.12   

Investment Amortization  580 602 630 -3.7 -7.9 

Depreciation 370 160 851 131.3 -56.5 

Others 710 380 1,210 86.8 -41.3 

Total 2,582 2,296 3,697 12.4 -30.2 

Source: Company 

Equity dilution imminent  
BOI had a Tier I capital adequacy ratio of 6.66% at the end of June 2007 as the bank did 
$85mn perpetual bond issue in FY07.  

With strong growth in assets we expect BOI’s tier I CAR to fall below the stipulated 6% by 
the end of FY08. We expect the bank to first use quasi tier I bonds (Rs8bn) and then go in 
for plain equity raising (85mn shares @RS240; Rs20bn) in FY08. Post that we expect 
BOI’s tier I CAR to remain comfortable at least till FY2011. 

Valuations and view 
While we believe that the robust performance exhibited by the bank over past few 
quarters is likely to continue over next two years, we believe that the valuations at 9.4x 
FY09E EPS and 1.6x FY09E ABV, are ripe. We assign REDUCE rating on the stock with 
price target of Rs225. 
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Quarterly results  

Rs mn Q1FY08 Q1FY07 Q4FY07 % yoy chg  % qoq chg  

Net interest income 9,472 7,644 9,680 23.9 -2.1 

Other Income 3,812 3,107 5,767 22.7 -33.9 

Fee income 2,300 1,896 2,750 21.3 -16.4 

Others 1,512 1,211 3,017 24.9 -49.9 

Net income 13,284 10,750 15,447 23.6 -14.0 

Operating expenses 6,506 6,075 6,495 7.1 0.2 

Pre-provision profit 6,778 4,675 8,952 45.0 -24.3 

Provisions & Contingencies 1,992 1,685 3,067 18.3 -35.0 

NPA 922 1,154 1,006 -20.1 -8.4 

Profit before tax  4,786 2,991 5,885 60.0 -18.7 

Taxes 1,634 904 1,414 80.7 15.6 

Net Profit 3,152 2,087 4,471 51.1 -29.5 

Valuation table 

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

Rs mn Rs mn (Rs) (Rs) (%) (%) (x) (x) 

FY2006 40,600 7,014 14.4 69.0 0.7 15.4 17.9 3.7 
FY2007 52,474 11,232 23.0 96.1 0.9 21.2 13.1 2.7 
FY2008E 59,177 12,372 21.6 136.6 0.8 17.1 11.9 1.9 
FY2009E 69,930 15,615 27.2 159.9 0.8 16.7 9.4 1.6 
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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. 
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