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Asset quality concerns refuse to die 
BoI’s Q3FY13 core performance came largely in line though bottom-line 
performance was below our expectations led by a spike in provisions. Though 
slippages eased QoQ, it remained high at ~2% but was offset by aggressive 
write-offs, optically improving %GNPA. We maintain Neutral rating with our 
revised fair value estimate on the stock as we expect the stock to 
underperform the sector and broader markets due to volatility in the asset 
quality matrix.  

� NIM stable QoQ: The in line NII performance (up 11.7% YoY) was driven by a 
sequentially flattish NIM along with 15.5% advances growth YoY. NIM stood 
flattish QoQ as the benefit of lower cost of funds was offset by 35bps 
contraction in loan yields (due to interest income reversal). While NIM can 
improve in quarters to come, big-ticket restructuring or slippages remain a 
key risk. We retain our conservative NIM assumptions (10 bps contraction over 
an already weak NIM in FY12). 

� Asset quality, a mixed bag: Asset quality matrix remained a mixed bag with 
%GNPA coming off by 34bps QoQ though led by high write offs (explaining 
spike in provisions as well). The slippage rate at 1.9%, though lower than ~7% in 
the previous quarter, is still high.  Standard restructured assets now form 6.5% of 
global loans though domestic restructured assets as % of domestic advances is 
high at 8.4%. We maintain our view that the restructured assets are likely to rise 
further in quarters ahead, though the quantum may be lesser. The management 
once again exuded confidence over improving asset quality matrix though we 
remain cautious. 

Y/E March (Rsmn) Q3FY13 Q3FY12 % YoY % QoQ Q3FY13E Var % 

Net Interest Income 23,085 20,676 11.7 5.1 23,369 (1.2) 

Non-Interest Income 9,371 8,522 10.0 4.8 9,000 4.1 

Net Total Income 32,456 29,197 11.2 5.0 32,369 0.3 

Operating Expenses 13,898 11,878 17.0 12.4 13,020 6.7 

Pre-Prov. Profit 18,558 17,319 7.2 0.1 19,349 (4.1) 

Provisions 9,158 6,931 32.1 (41.0) 6,500 40.9 

Profit Before Tax 9,400 10,388 (9.5) 211.3 12,849 (26.8) 

Tax 1,365 3,227 (57.7) n.m. 3,212 (57.5) 

Profit After Tax 8,035 7,162 12.2 167.0 9,637 (16.6) 

Source: Company, Centrum Research 

� Credit growth moderates to 15.5%: Loan growth came in at 15.5% YoY with 
domestic advances book expanding by 15.7% YoY. Within domestic segments, 
growth was driven by agriculture (20% YoY) and corporate (18.4% YoY) while 
SME book expanded by a tepid 4.5% YoY. For FY2013, the management 
expects the credit book to grow by 17-18%.The bank is expecting capital 
infusion of Rs8 bn from GoI, which along with profits for current fiscal should 
shore up Tier I to 8.7% and hence support further loan expansion. 

� Weak non-Interest income: Non-interest income at Rs9.4bn, up 10% YoY, 
was weak considering that CEB contracted by ~9% YoY. Importantly, the 
positive growth was due to strong recoveries (up 32% YoY) and healthy forex 
related income (up 46% YoY).  

� Remain Neutral: We continue to expect the stock to underperform industry 
indices given the volatility in asset quality matrix. We have revisited our 
earnings estimates and are revising the fair value estimate upwards to Rs400. 
At the current market price of Rs355, the stock trades at 5.3x FY2014E EPS and 
1.0x FY2014E ABVPS. Current valuations, in our view, largely factor in potential 
benefit from anticipated upturn in economic activity and resulting expansion 
in return ratios. We remain neutral on the stock given the volatility in asset 
quality matrix and challenges to expansion in return ratios. 

   

Key Data 

Target Price Rs380  Bloomberg Code BOI IN 

CMP Rs355*  Reuters Code BOI.BO 

Upside  7%  Current Shares O/S (mn) 573.8 

Stock to Sector Neutral  Diluted Shares O/S(mn) 573.8 

Sector to Market Neutral  Mkt Cap (Rsbn/USDbn) 203.8/3.8 

Price Performance (%)*  

52 Wk H / L (Rs) 408/253 

 1M 6M 1Yr 
 

Daily Vol. (3M NSE Avg.) 1,005,080 

BOI 4.7 22.3 0.7  Face Value (Rs) 
10 

NIFTY 2.8 19.1 16.7     USD = Rs53.9  

*as on 28 January 2013 
Source: Bloomberg, Centrum Research 

Slippages eased QoQ but remains high 
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Volatile asset quality matrix 
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Y/E Mar (Rsmn) NII NonInt. Inc. Adj PAT YoY (%) EPS (Rs) P/E (x) Adj BV (Rs) P/Adj BV (x) ROE (%) ROA (%) 

FY11 78,107 26,418 24,887 42.9 45.5 7.8 280.4 1.3 17.3 0.8 

FY12 83,135 33,212 26,775 7.6 46.6 7.6 301.2 1.2 15.0 0.7 

FY13E 89,672 35,490 28,889 7.9 50.3 7.1 301.0 1.2 13.9 0.7 

FY14E 111,874 40,079 37,079 28.4 64.5 5.5 351.9 1.0 15.7 0.8 

FY15E 130,770 45,021 48,700 31.3 84.8 4.2 413.8 0.9 17.9 0.9 

Source: Company, Centrum Research Estimates

Banking (PSB) Neutral 

Q3FY13 Result update/Estimate change 28 January 2013 
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Financials 

Exhibit 1: Income Statement 

Y/E March (Rsmn) FY11 FY12 FY13E FY14E FY15E 

Interest Income 217,517 284,807 305,807 370,822 442,010 

Interest Expense 139,410 201,672 216,135 258,948 311,241 

Net Interest Income 78,107 83,135 89,672 111,874 130,770 

YoY Growth (%) 35.7 6.4 7.9 24.8 16.9 

Non Interest Income 26,418 33,212 35,490 40,079 45,021 

YoY Growth (%) 1.0 25.7 6.9 12.9 12.3 

Fee & Other Income 23,200 29,124 31,740 36,079 40,771 

Treasury gain 3,219 4,088 3,750 4,000 4,250 

Total Net Income 104,525 116,347 125,162 151,953 175,790 

Total Operating Expenses 50,682 49,407 55,371 67,124 78,676 

YoY Growth (%) 38.2 (2.5) 12.1 21.2 17.2 

Employee Expenses 34,754 30,534 32,936 41,118 48,709 

Other Operating Expenses 15,928 18,872 22,435 26,006 29,967 

PPP (Pre-excep) 53,843 66,940 69,791 84,829 97,114 

Pre-provision Profit 53,843 66,940 69,791 84,829 97,114 

Provisions & Contingencies 18,888 31,165 31,272 34,036 30,402 

NPAProvisions  10,543 20,252 29,986 28,890 25,041 

Other Provisions 8,345 10,913 1,287 5,146 5,361 

Profit Before Tax 34954 35775 38,518 50,793 66,712 

Taxes 10,067 9,000 9,630 13,714 18,012 

Net Profit 24,887 26,775 28,889 37,079 48,700 

Adj Net Profit  24,887 26,775 28,889 37,079 48,700 

Source: Company, Centrum Research Estimates 

Exhibit 2: Balance Sheet 
Y/E March (Rsmn) FY11 FY12 FY13E FY14E FY15E 

Cash & balance with RBI 217,824 149,867 214,331 213,451 284,748 

Inter-bank borrowings 155,276 197,246 218,981 269,913 299,457 

Loans & Advances 2,130,962 2,488,333 2,917,631 3,391,817 3,892,192 

Investments 858,724 867,536 1,074,855 1,206,652 1,450,410 

Total Int Earning Assets 3,362,786 3,702,982 4,425,798 5,081,834 5,926,806 

Fixed Assets 24,807 27,716 27,350 30,110 31,254 

Other Assets 124,132 114,657 79,935 90,438 96,883 

Total Assets 3,511,726 3,845,355 4,405,820 5,275,471 6,001,548 

Deposits 2,988,858 3,182,160 3,754,949 4,393,291 5,096,217 

Other Int Bearing Liab 220,214 321,142 219,454 427,264 337,557 

Interest Bearing Liab 3,209,072 3,503,303 3,974,403 4,820,555 5,433,774 

Other non int Liab 129,747 132,434 197,613 189,639 261,442 

Total Liabilities 3,338,819 3,635,737 4,172,016 5,010,194 5,695,216 

Equity 172,907 209,618 233,804 265,278 306,333 

Total Liabilities 3,511,726 3,845,355 4,405,820 5,275,471 6,001,548 

Source: Company, Centrum Research Estimates 

 

Exhibit 3: Key Ratios 

Y/E March  FY11 FY12 FY13E FY14E FY15E 

BS Structure Ratios (%)      

Loans/Deposits 71.3 78.2 77.7 77.2 76.4 

Investments / Deposits 28.7 27.3 28.6 27.5 28.5 

CASA Ratio 25.4 23.0 23.5 23.5 23.5 

Loan Growth 26.5 16.8 17.3 16.3 14.8 

Deposit Growth 30.1 6.5 18.0 17.0 16.0 

      

Operating Ratios (%)      

NIM 2.8 2.5 2.3 2.5 2.5 

Non-int income/Net income 25.3 28.5 28.4 26.4 25.6 

Emp Costs (% of Opex) 68.6 61.8 59.5 61.3 61.9 

Cost/Income 48.5 42.5 44.2 44.2 44.8 

Operating cost growth 38.2 (2.5) 12.1 21.2 17.2 

Total prov as % of avg. loans 1.0 1.3 1.2 1.1 0.8 

Tax Rate (%) 28.8 25.2 25.0 27.0 27.0 

      

Credit Quality Ratios (%)      

Gross NPA 2.23 2.30 3.33 3.31 3.12 

Net NPA 0.91 1.47 2.09 1.86 1.76 

Slippage 1.7 2.5 2.8 1.8 1.5 

NPA coverage ratio 69.5 46.0 43.9 49.5 49.0 

      

Profitability Ratios (%)      

RoAE 17.3 15.0 13.9 15.7 17.9 

RoAA 0.8 0.7 0.7 0.8 0.9 

      

Valuations Ratios      

BVPS (Rs) 316.0 364.9 407.0 461.7 533.2 

Price/BV (x) 1.1 1.0 0.9 0.8 0.7 

Adjusted BVPS (Rs) 280.4 301.2 301.0 351.9 413.8 

Price/Adj. BV (x) 1.3 1.2 1.2 1.0 0.9 

EPS (Rs) 45.5 46.6 50.3 64.5 84.8 

P/E (x) 7.8 7.6 7.1 5.5 4.2 

Dividend Yield 2.0% 2.0% 2.0% 2.4% 3.2% 

Source: Company, Centrum Research Estimates 
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Appendix A 

Disclaimer 

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock Exchange 
of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum 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 the Group's Investment Banking and other business selection processes. 

Recipients of this report should assume that our 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.  Our Company and 
Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this material and their 
dependants, 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. Centrum or its affiliates do not own 1% or more in the equity of this company Our sales people, dealers, traders and other 
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions 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. 
We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different 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 or potential conflicts of 
interest. We and our Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or 
other areas, units, groups or affiliates of Centrum.  Centrum or its affiliates do not make a market in the security of the company for which this report or any report 
was written.  Further, Centrum or its affiliates did not make a market in the subject company’s securities at the time that the research report was published.  

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 
Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum 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 suitable for all 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 receive this document should consider and 
independently evaluate whether it is suitable 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 projections and forecasts described 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 Company. These projections and 
forecasts were not prepared with a view toward compliance with published guidelines or generally accented 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 Company, Centrum, 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 assumptions underlying such projections and forecasts. 

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. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment.  Centrum and its 
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currencies 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 suitable 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 Centrum, based upon information available to the public and sources, believed to be reliable. No representation or 
warranty, express or implied is made that it is accurate or complete.  Centrum 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.  The opinions expressed in this document/material are subject to 
change without notice and have no obligation to tell you 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 Centrum. This report or any portion hereof may not be printed, sold 
or distributed without the written consent of Centrum. 

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.  Neither Centrum 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.   

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained 
herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your 
information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The distribution of this report in 
other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any such 
restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or complete. 

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and are 
given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there 
can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.    
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This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors 
or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors or any other 
person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any 
liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. 

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and affiliates 
have not  received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for service 
in respect of public offerings, corporate finance, debt restructuring,  investment banking or other advisory services in a merger/acquisition  or some other sort of  
specific transaction.   

As per the declarations given by them, Mr. Bhavesh Kanani, research analyst and and/or any of his family members do not serve as an officer, director or any way 
connected to the company/companies mentioned in this report. Further, as declared by him, he has not received any compensation from the above companies in 
the preceding twelve months.  Our entire research professionals are our employees and are paid a salary.  They do not have any other material conflict of interest 
of the research analyst or member of which the research analyst knows of has reason to know at the time of publication of the research report or at the time of the 
public appearance. 

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations 
and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances 

Key to Centrum Investment Rankings: 

Stock to Sector Sector to Market Stock to Market 

Outperform Buy 

Neutral Buy Outperform 

Underperform Accumulate 

Outperform Neutral 

Neutral Neutral Neutral 

Underperform Neutral 

Outperform Reduce 

Neutral Sell Underperform 

Underperform Sell 

Accumulate:  Add on decline; Reduce: Sell on rise 

� Stock to Sector – This is the relative rating of the stock to the sector and reflects its relative attractiveness vis-à-vis other coverage stocks in the sector.  

� Sector to Market – This is the relative rating of the sector vis-à-vis the other sectors in the coverage space. This is derived based on the conviction of the 
analyst on a sector and macro view outlined in market strategy. 

� Stock to Market – The final rating on the stock is obtained as a combination of the “stock to sector” and “sector to market” view as outlined in the table above.  
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Member (NSE, BSE, MCX-SX), Depository Participant (CDSL) and SEBI registered Portfolio Manager 
 

Registration Nos. 

CAPITAL MARKET SEBI REGN. NO.: BSE: INB011454239, NSE: INB231454233 

DERIVATIVES SEBI REGN. NO.: NSE: INF231454233 (TRADING & SELF CLEARING MEMBER) 

CDSL DP ID: 12200. SEBI REGISTRATION NO.: IN-DP-CDSL-661-2012 

PMS REGISTRATION NO.: INP000004383 

MCX – SX (Currency Derivative segment) REGN. NO.: INE261454236 

Website: www.centrum.co.in 

Investor Grievance Email ID: investor.grievances@centrum.co.in 

Compliance Officer Details:  

Mr. Praveen Malik; Tel: (022) 4215 9703; Email ID: compliance@centrum.co.in    

Centrum Broking Limited 

Registered Office Address 

Bombay Mutual Building , 

2nd Floor, 

Dr. D. N. Road,  
Fort, Mumbai - 400 001 

Correspondence Address 

Centrum House 

6th Floor, CST Road, Near Vidya Nagari Marg, Kalina, 

Santacruz (E), Mumbai 400 098. 

Tel: (022) 4215 9000 
 

 


