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Stock data 

No. of shares : 546 mn 
Market cap  : Rs 174 bn 
52 week high/low : Rs 588 / Rs 290 
Avg. daily vol. (6mth) : 1.0 mn shares 
Bloomberg code : BOI IB 
Reuters code : BOI.BO 
 
Shareholding (%)  Jun-11 QoQ chg 
Promoters : 65.9 0.0  
FIIs : 15.1 0.8  
MFs / UTI : 1.0 (0.8) 
Banks / FIs : 11.3 0.7  
Others : 6.7 (0.6) 

 

 SLIPPAGES – AN OVERHANG; NEGATIVES PRICED IN 
We met with the management of Bank of India (BoI), to
understand their view on slippages in the near-term and its
impact on profitability. Credit growth is expected to be in-line with
industry average (~18% YoY) with stable margins (at ~2.2%);
however, slippages are likely to remain high in the short-term
(3.8% slippage ratio in Q1FY12). Slippages and higher
provisioning to impact the bank’s profitability in Q2FY12.  

Slippages to remain high: Due to migration towards 100% system
driven NPA recognition, slippages are likely to remain at elevated
levels. In Q1FY12, fresh slippages were at Rs 16.8 bn (slippage
ratio of ~3.8%) and the management expects it to remain at
similar levels. In current quarter ~10% of the total loan book has
migrated to system based NPA recognition. Though the
management expects strong recoveries in coming quarters,
FY12E is likely to be a challenging year with respect to asset
quality. 

NPA Provisioning to remain high: As per their internal policy, BoI
maintains higher than mandated provisioning coverage. With
higher slippages anticipated in the coming quarter, we expect
provisioning expenses to remain at elevated levels which may
impact the bottom line. We have estimated a 4% YoY decline in
FY12E PAT assuming higher provisioning expenses. 2.7%
slippages assumed in FY12E (vs. 1.7% in FY11) with 56%
coverage ratio (without technical write offs).  

Valuations: At CMP of Rs 318, BOI is trading at 1.1x FY12E ABV
and 0.9x FY13E ABV. Since majority of the negatives are already
factored in our assumptions and as valuations give us comfort at
current levels, we maintain our BUY rating with a target price of
Rs 390 (1.2x FY13E ABV).  

Financial Summary 
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2010  17,411   33  (42)  9.6   237   209  1.3 1.5  14.4   0.7   1.3  

2011  24,887   45   37   7.0   283   248  1.1 1.3  17.8   0.8   0.9  

2012E  23,793   43   (4)  7.3   319   290  1.0 1.1  14.4   0.6   0.9  

2013E  31,487   58   32   5.5   367   339  0.9 0.9  16.8   0.7   0.8  

Source: Company, ENAM estimates  
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Credit growth: Mgmt expects business growth to be in-line with industry 
average. However, there is very limited investment demand in the system.  

Main drivers for credit growth: Majority of the credit demand is for working 
capital requirements with limited demand for investments. Amongst the 
sectors, SME & Mid Corporate are the key drivers for growth. BOI expects 
its credit growth at ~18% for FY12E which is inline with our estimates. 

SEB exposure: (~5.1% of total advances) BoI has ~Rs 110 bn of 
outstanding loans to SEBs which are mainly for financing the working 
capital requirements. The bank has not witnessed any default from this 
portfolio but is maintaining a cautious approach for incremental lending to 
the SEBs.  

Private power sector exposure: (~5.6% of total advances) the bank has an 
exposure of ~Rs 120 bn towards private power projects, wherein the 
majority are under implementation stage. Hence, mgmt is keeping a close 
tab on the progress of these projects, to check on any possible delays / 
slippages.  

Airline exposure: (~1.9% of advances)  BoI has an exposure of ~Rs 42 bn in 
the airline industry wherein majority is towards a PSU Airline. This portfolio 
is experiencing some stress and may see restructuring in the coming 
quarters.  

Reduction in proportion of bulk deposits: BoI has reduced its high cost bulk 
deposits by ~Rs 120 bn (~4% of total deposits) in the current fiscal which 
will help the bank in lowering the burden of rising rates and protecting 
margins. 

Net interest margins may witness some improvement: Management is 
confident on margin improvement in Q2FY12 supported by a reduction in 
proportion of bulk deposits and base rate increases (twice in Q2FY12). 
However, we expect NIMs to remain stable as higher slippages may lead to 
interest income reversals as witnessed in Q1FY12.  In Q1FY12, due to the 
system based NPAs, BoI had reversed ~Rs 1.8 bn of interest income which 
led to a lower NIM at 2.2% (domestic NIM at 2.4%).  

Capital: BoI is anticipating Rs 10 bn of capital infusion from the GOI and 
may not raise fresh capital from equity market in FY12E. Currently, GOI has 
65.8% stake in the bank and post the planned infusion, the stake may 
increase to 67.7% at CMP. Current Tier-I is at 8.0% and total CAR is at 
11.6%. Without assuming any dilution, ROE for FY12E is at 14.4% while 
ROA stands at 0.6%. 
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this 
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to 
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities 
of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of 
such an investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express 
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and 
alternations to this statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or 
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or 
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent 
of each other. The recipient should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM 
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to 
U.S.Persons), Canada, or Japan 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 

Neither the Firm, not 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. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


