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Strong CASA growth stands out amidst growth 
slowdown and asset quality concerns 
CASA growth of 12% QoQ and 19.4% YoY stood out in a 
quarter marked by slowdown in asset growth (19%), credit 
growth (17.7%) and asset quality concerns - Gross NPA at 
1.21% and Net NPA at 0.45%.  We expect NII, Operating 
Profit and PAT to grow by 30.2%, 39.9% and 28.1% 
respectively for FY10E.  At the current market price, the 
stock trades at 2.7X FY10E and 2.3X FY11E ABV.  Raise 
target to Rs.910.  Maintain Underperform. 
 
Retail leads slowdown in advances 
Retail loans grew by just 7% YoY and their share in total 
advances reduced to 22% from 24% a year ago.   Large and 
midcorporate loans grew by 19%, SME loans grew by 21% 
while agricultural loans grew by 38%.  Overall advances 
grew by 17.7% while total assets grew by 19% YoY.  

CASA growth at 19.4% 
Current Deposits grew by 7.4% YoY and savings deposits 
grew 30.5% YoY.  Share of CASA improved to 43% even as 
aggregate deposits grew by 12.4%.  NIM for the quarter 
was at 3.52% as against 3.51% in Q2FY09 and 3.34% in 
Q1FY09. 

Fee income growth slowing down, treasury gains 
surprise positively 
Other Income grew by 53.5% YoY primarily driven by 
growth in treasury gains which were at Rs.2.2 bn. as 
against 0.4 bn. in Q1FY09. Fee income growth moderated 
to 11.7% while forex income continued to grow strongly at 
35.2%. 

Asset quality concerns evident 
Despite higher provisioning at 1.4% of average assets for 
the quarter as against the usual trend of 0.6-0.9% of 
average assets, Gross NPA and Net NPA moved up to 
1.2% and 0.5% respectively.  During the quarter, the bank 
restructured assets amounting to Rs.3.9 bn (0.5% of 
advances).  Outstanding restructured assets stood at 2.9% 
of advances at the end of the quarter.  

Outlook and valuation 
We have upgraded our estimates to account for the higher 
than expected treasury gains that the bank has posted in 
this quarter.  We expect NII, Operating profit and Net 
Profit to grow by 30.2%, 39.9% and 28.1% respectively.  We 
are moving over to FY11E for valuing the bank and are 
upgrading our target price to Rs. 910.  At our target price, 
the stock would trade at 2.4X FY10E and 2.0 FY11E ABV.  
We have raised our target price primarily on account of 
dilution at a higher than expected price and lower then 
expected equity dilution.  Maintain Underperform. 
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Stock Info
Face Value (Rs) 10
Shares O/S (mn) 402
Market Cap (Rs bn) 407
52-Week Range(H/L) 1028/279
1-Year Avg Vol (mn) 4.5
Nifty 5,054
Reuters Code AXBK.BO
Bloomberg Code AXSB.IN
Year End March
  

       (Rs mn) 
Key Finacials FY08 FY09 FY10E FY11E
Net Int. Income 25,854    36,862    47,977    63,901    
YoY % change 65.0 42.6 30.2 33.2
Preprov. Profit 22,260    37,975    53,116    66,574    
YoY % change 63.4 70.6 39.9 25.3
Net Profit 10,710    18,154    23,261    29,275    
YoY % change 62.5 69.5 28.1 25.9
EPS 29.9 50.6 57.7 72.3
% Growth 28.0 68.9 14.1 25.2
Gross NPA % 0.8 1.1 2.2 2.3
Net NPA % 0.4 0.4 1.0 0.5

 
 

Key Ratio FY08 FY09 FY10E FY11E
RoA (%) 1.2 1.4 1.4 1.5

RoE (%) 17.6 19.1 17.9 17.3

PER (X) 33.8 20.0 17.6 14.0

PABV (X) 4.2 3.6 2.7 2.3

 

  Relative Price Performance  

20

60

100

140

180

Oct-08 Dec-08 Mar-09 May-09 Jul-09 Oct-09

Axis Bank Bank Nifty Nifty  



SBICAP Securities Ltd 

 SBICAP Securities Ltd., 191, Maker Tower ‘F’, Cuffe Parade, Mumbai 400005 Tel.: 91-22-3027 3300 
Please refer to our disclaimer given at the back cover page 

 

 

Quarterly Result Performance             Amount in million rupees 

Q2FY10 Q2FY09
% 

Change 
YoY

Q1FY10
% Change 

QoQ
H1FY10 H1FY09

% 
Change 

YoY
FY08 FY09 FY10E FY11E

Net Interest Income 11,497       9,136      25.8         10,456    10.0           21,953   17,240    27.3        25,854  36,862   47,977   63,901     
Other Income 10,656       6,944      53.5         9,586      11.2           20,242   13,192    53.4        17,956  29,695   41,712   47,480     

Fee Income 6,010         5,380      11.7         5,250      14.5           11,260   10,220    10.2        13,207  21,733   27,778   34,549     
Treasury Gains 2,240         362         519.5       3,261      (31.3)         5,501     935         488.5      2,203    2,884     7,000     4,000       
Forex trading 1,190         880         35.2         1,010      17.8           2,200     1,655      32.9        2,075    3,595     5,213     7,037       
Others 1,216         322         277.2       65           1,770.8      1,281     382         235.0      472       1,483     1,722     1,894       

Operating Income 22,153       16,080    37.8         20,042    10.5           42,195   30,432    38.7        43,810  66,557   89,689   111,381   
Operating Expenses 9,095         7,334      24.0         8,278      9.9             17,374   13,664    27.1        21,549  28,582   36,573   44,807     
   -  Staff Expenses 3,042         2,604      16.8         3,093      (1.7)           6,135     4,741      29.4        6,703    9,977     13,099   15,803     
   -  Other Operating Exp. 6,053         4,730      28.0         5,185      16.7           11,238   8,923      25.9        14,847  18,606   23,474   29,004     
Operating Profit 13,058       8,745      49.3         11,764    11.0           24,821   16,768    48.0        22,260  37,975   53,116   66,574     
OPM% 33.3           27.0        30.4        31.9       27.4        25.3      27.5       30.8       32.2         
Provisions & Contingencies 4,989         2,558      95.0         3,153      58.2           8,142     5,525      47.4        5,798    10,123   17,871   22,217     
Taxes 2,752         2,157      27.6         2,990      (8.0)           5,743     3,912      46.8        5,753    9,698     11,983   15,081     
Profit after Tax 5,316         4,030      31.9         5,620      (5.4)           10,937   7,331      49.2        10,710  18,154   23,261   29,275     
PAT% 13.5           12.4        14.5        14.0       12.0        12.2      13.2       13.5       14.2         
Equity Capital 4,020         3,589      3,598      4,020     3,589      3,577    3,590     4,031     4,051       

Key Ratios
EPS (Rs.)( not annualised) 13.2           10.0        14.0        27.2       18.2        29.9      50.6       57.7       72.3         
Adj. Book Value (Rs.) 241.6    281.6     380.2     447.8       
Interest margin (%) 40.2           35.9        36.0        38.1       35.8        36.9      34.0       36.8       40.1         
Cost to Income Ratio (%) 41.1           45.6        41.3        41.2       44.9        49.2      42.9       40.8       40.2         

-         -           
Valuations (X)
P/E 33.8      20.0       17.6       14.0         
P/ABV 4.2        3.6         2.7         2.3           

Growth YoY (%)
Net Interest Income 65.0      42.6       30.2       33.2         
Operating Profit 63.4      70.6       39.9       25.3         
PAT 62.5      69.5       28.1       25.9         

Asset Quality (%)
Gross NPA 1.21 0.91 1.01 1.21 0.91 0.8        1.1         2.2         2.3           
Net NPA 0.45 0.43 0.41 0.45 0.43 0.4        0.4         1.0         0.5           

Capital Adequacy (%)
Tier I 11.4 9.2 9.4 11.4 9.2 10.2      9.3         11.6       10.9         
Tier II 5.0 3.0 5.9 5.0 3.0 3.6        4.4         4.8         3.8           
Total 16.5 12.2 15.3 16.5 12.2 13.7      13.7       16.4       14.7         

Source: SBICAP Securities Research 

  



Recent Reports

Date Company Name Recommendation Recommended Target
Price Price

8-Oct-09 Kansai Nerolac Paints Ltd Buy 825 952

8-Oct-09 Berger Paints India Ltd Buy 57 70

25-Sept-09 Lupin Ltd Outperform 1,133 1,280

22-Sept-09 Bajaj Hindusthan (Earnings Upgrade) Buy 180 300

14-Sept-09 Yes Bank Buy 175 239

28-Aug-09 Power Transmission Sector Report

Jyoti Structures Ltd Buy 146 223

KEC International Ltd Buy 537 692

Kalpataru Power Transmission Ltd Sell 853 820

5-Aug-09 Balrampur Chini Mills Limited Buy 126 149

23-July-09 Bajaj Hindusthan Limited Buy 171 235

4-July-09 Triveni Engineering Industries Limited Buy 99 121

1-Jun-09 Colgate Palmolive India Ltd (Update) Buy 475 624

28-May-09 Godrej Consumer Products Ltd (Update) Outperform 176 195

26-May-09 Oracle Financial Services Software Ltd (Update) Outperform 1,079 1,200

20-May-09 Godrej Consumer Products Ltd (Update) Marketperform 160 -

18-May-09 Infosys Technologies (Update) Marketperform 1,750 -

14-May-09 ABG Shipyard Ltd (Update) Buy 145 265

27-Apr-09 Hindustan Unilever Ltd Marketperform 231 -

17-Apr-09 GlaxoSmithKline Pharmaceuticals Ltd Outperform 1,099 1,200

17-Mar-09 Mercator Lines Ltd Buy 23 33

16-Mar-09 3i Infotech Ltd Buy 27 45

16-Mar-09 Axis Bank Buy 331 639

13-Mar-09 Oracle Financial Services Software Ltd Buy 618 800

13-Mar-09 IVRCL Infrastructures & Projects Ltd Buy 111 140

9-Mar-09 Sun Pharmaceutical Industries Ltd Marketperform 1,021 -

15-Jan-09 Zee Entertainment Enterprises Ltd Buy 116 167

12-Jan-09 Godrej Consumer Products Ltd Buy 128 154

2-Jan-09 Andhra Bank Buy 58 102

2-Jan-09 Federal Bank Buy 165 203

31-Dec-08 Gateway Distriparks Ltd Buy 82 105

18-Dec-08 Biocon Marketperform 118 -

22-Nov-08 TAKE Solutions Buy 18 50

21-Nov-08 Pipe Sector Report

PSL Limited Buy 95 181
Welspun Gujarat Stahl Rohren Limited Buy 102 165

Jindal Saw Limited Buy 272 435
Maharashtra Seamless Limited Buy 159 225
Man Industries Limited Buy 33 55
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Key to investment Ratings: Guide to the expected return relative to market over the next 12 months. 1=Buy (expected to
outperform the market by 15 or more percentage points); 2=Outperform (expected to outperform the market by 5-15 percentage
points); 3=Marketperform (expected to perform in line with the market); 4=Underperform (expected to underperform the market)
by 5-15 percentage points); 5=Sell (expected to underperform the market by 15 or more percentage points)

DISCLAIMER
SBICAP Securities Limited is a full service, Stock Broking Company and is a member of Bombay Stock Exchange Ltd. (BSE) and National Stock Exchange of
India Ltd. (NSE). It is a wholly owned subsidiary of SBI Capital Markets Ltd. (SBICAP), which is an integrated investment banker. SBICAP also is an underwriter
of securities. ("SBICAP and SBICAP Securities Ltd. are collectively referred to as SBICAP Group") SBICAP has Investment Banking, Advisory and other business
relationships with a significant percentage of the companies covered by our Research Group. Our research professionals provide important inputs into our
Investment Banking and other business selection processes. Recipients of this report should assume that SBICAP Group is seeking or may seek or will seek
Investment Banking, advisory, project finance or other businesses and may receive commission, brokerage, fees or other compensation from the company or
companies that are the subject of this material/ report.  SBICAP group and its officers, directors and employees, including the analysts and others involved in the
preparation or issuance of this materialand their dependant, may on the date of this report or from, time to time have "long" or "short" positions in, act as
principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Our sales people, dealers, traders and other professionals may
provide oral or written market commentary or trading strategies to our clients that reflect opinion that are contrary to the opinions expressed herein, and our
proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. SBICAP Group
may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different from those
made in this report. In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to potential conflicts of
interest. SBICAP Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within
SBICAP Group into other areas, units, groups or affiliates of SBICAP Group.
The projections and forecasts describe in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties
and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections
and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over time. All projections and
forecasts described in this report have been prepared solely by the authors of this report independently of the Bank. These projections and forecasts were not
prepared with a view toward compliance with published guidelines or generally accepted accounting principles. No independent accountants have expressed an
opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as
a representation or warranty by or on behalf of the Bank, SBICAP, the authors of this report or any other person that these projections or forecasts or their
underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after carefully
evaluating all of the information in this report, including the assumption underlying such projections and forecasts.
This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase
or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract
or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information of the clients of
SBICAP Group. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. SBICAP Group will not treat recipients
as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment objectives,
financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial situation/
circumstances and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be sui for all the
investors. The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies
mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. The
appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may receives this
document should consider and independently evaluate whether it is sui for his/ her/their particular circumstances and, if necessary, seek professional/financial
advice. Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this
document and of evaluating the merits and risks involved in the securities forming the subject matter of this document. The price and value of the investments
referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments. Past
performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. SBICAP Group does
not provide tax advise to its clients, and all investors are strongly advised to consult regarding any potential investment. SBICAP Group and its affiliates accept
no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currency denominated securities are subject to fluctuations in
exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs,
the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving futures, options, and
other derivatives as well as non-investment grade securities give rise to substantial risk and are not sui for all investors. Please ensure that you have read and
understood the current risk disclosure documents before entering into any derivative transactions.
This report/document has been prepared by the SBICAP Group based upon information available to the public and sources, believed to be reliable. Though
utmost care has been taken to ensure its accuracy, no representation or warranty, express or implied is made that it is accurate or complete.  SBICAP Group has
reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be
guaranteed. SBICAP Group endeavors to update on a reasonable basis the information discussed in this document/material, but regulatory, compliance or other
reasons may prevent us from doing so. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell the
clients when opinions or information in this report change.
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media
and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may
not be distributed to the public used by the public media without the express written consent of SBICAP Group. This report or any portion hereof may not be
printed, sold or distributed without the written consent of SBICAP Group. Neither this document nor any copy of it may be taken, transmitted or sent  into the
United States,  Canada,  Japan or to any U.S. persons or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan
or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document
comes should inform themselves about, and observe, any such restrictions. Failure to comply with this restriction may constitute a violation of U.S., Canada or
Japanese securities laws. Neither SBICAP Group nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.
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