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Stock Performance 

(%) 1M 6M 12M 

Absolute 120.2 133.3 178.6 

Relative 123.1 131.9 160.6 

 

Price Performance (RIC: BOR.BO, BB: BOR IN) 
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Source: Bloomberg

Bank of Rajasthan 
Higher provisions mar bottomline 

 Higher employee and NPA provisions lead to higher losses: Bank of Rajasthan 
(BoR) reported a net loss of Rs923m in Q4FY10 and Rs1.0bn for full year FY10. 
The bank has made additional provisions worth Rs1.5bn for employee expenses 
on account of revision in base data and assumptions made in computing liability 
for employee benefits. This along with Rs0.5bn provisions towards wage revision 
has affected the full year bottom-line. However, clarity is awaited regarding the 
adjustment of the same during the quarter and the full year. Impact of wage 
revision on superannuation benefits have not been considered yet and this could 
affect the future profitability. NII for the quarter grew by 27.4% YoY and 15.6% 
QoQ as the interest expenses declined 14.6% YoY and 10.2% QoQ. Operating 
expenses include depreciation on properties revalued as on March 31, 2008. 
Aggregate depreciation of Rs184.2m has been netted off against Rs69.5m being 
depreciation on revalued portion withdrawn from capital reserve. Provisions 
grew sharply by 85% QoQ to Rs695m, which could be mainly on account of higher 
loan loss provisions as the GNPAs grew by 26.4% QoQ to Rs2.9bn. Provision 
coverage deteriorated to 54.6% from 63.7% in Q3FY10. The capital adequacy of 
the bank has declined to 7.5% from 11.3% in Q3FY10. 

 Uncertainty likely to continue: RBI has appointed Deloitte to conduct special 
audit of the bank, the final report of which is yet to be submitted. Any financial 
impact due to additional provisions with regards to the recommendations of this 
report (refer annexure) and further provisions towards employee benefits may 
affect future profitability of the bank.    

 Impact on ICICI Bank financials: Based on the earlier available financials of Bank 
of Rajasthan, we had factored in FY10 networth (excluding revaluation reserves) 
of BoR at Rs5.7bn assuming a FY10 net loss of Rs0.7bn. However, the net loss for 
the year, at Rs1.02bn has come in higher than our estimates resulting higher 
erosion in BoR’s FY10 networth to Rs5.4bn. As the difference (Rs0.3bn) in the 
estimated networth is less meaningful in terms of ICICI bank’s balance sheet, we 
are maintaining our proforma estimates for ICICI Bank (for further details please 
refer our note on ICICI Bank released on 24th May 2010). 

 

Key financials (Y/e March) FY07 FY08 FY09 FY10

Net interest income 3,185   3,138   3,774   3,350
     Growth (%) 42.7   (1.5)  20.2   (11.2)
Operating profit 1,918   1,713   1,938   (279)
PAT 1,106   1,152   1,177   (1,021)
EPS (Rs) 10.3   8.6   7.3   (6.3)
     Growth (%) 624.6   (16.6)  (14.8)  -
Net DPS (Rs) 2.0 0.5 0.2 -

Source: Company Data; PL Research 

Profitability & valuation FY07 FY08 FY09 FY10

Calculated NIM (%) 2.9 2.2 2.3 1.9
RoAE (%) 28.8   24.1   20.1   (17.2)
RoAA (%) 1.2   0.9   0.7   (0.6)
P / BV (x) 4.2   4.2   4.2   4.9
P / ABV (x) 4.0   4.2   4.3   5.6
PE (x) 16.1   19.4   22.7  -
Net dividend yield (%) 1.2 0.3 0.1 -

Source: Company Data; PL Research 

Abhijit Majumder Umang Shah 
AbhijitMajumder@PLIndia.com UmangShah@PLIndia.com 
+91-22-6632 2236 +91-22-6632 2242 
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Q4FY10 Result Overview (Rs m) 

Y/e March  Q4FY10   Q4FY09  YoY gr. 
(%) 

 Q3FY10   FY10   FY09  YoY gr. 
(%) 

Interest Income  3,328   3,495  (4.8)  3,448   13,595   13,758  (1.2) 

Interest on Advances  2,191   2,341  (6.4)  2,263   9,060   9,171  (1.2) 

Income on investments  1,106   982  12.7  1,143   4,301   3,662  17.4 

Bal with RBI & others  30   164  (81.6)  43   230   875  (73.7) 

Others   0  8  (98.7) 0  4   50  (92.8) 

Interest Expense  2,288   2,679  (14.6)  2,549   10,245   9,985  2.6 

Net Interest Income  1,040   816  27.4  899   3,350   3,774  (11.2) 

Non-Interest Income  295   311  (5.0)  289   1,300   1,314  (1.1) 

Net total Income  1,335   1,126  18.5  1,189   4,650   5,088  (8.6) 

Operating Expenses  1,948   949  105.3  1,478   4,929   3,150  56.5 

Employee  1,658   651  154.7  1,204   3,821   2,088  83.0 

Other operating expenses  290   298  (2.6)  274   1,108   1,062  4.3 

Operating profit  (613)  178  NA  (290)  (279)  1,938  NA 

Core operating profits  (613)  178  NA  (290)  (279)  1,938  NA 

Provisions  695   134  416.7  376   1,171   207  466.3 

Profit before tax  (1,308)  43  NA  (665)  (1,450)  1,731  NA 

Tax  (385)  14  NA  (218)  (429)  554  NA 

Net Profit after tax  (923)  29  NA  (447)  (1,021)  1,177  NA 

EPS (Rs)  (5.7)  0.2  NA  (2.8)  (6.3)  7.3  NA 

        

Asset Quality        

Gross NPA's  2,938   1,609  82.6  2,324   2,938   1,609  82.6 

 % Gross NPA's  3.46   2.04    2.84   3.46   2.04   

Net NPA's  1,335   570  134.1  844   1,335   570  134.1 

 % Net NPA's  1.60   0.73    1.05   1.60   0.73   

Provision Coverage 54.6 64.6  63.7 54.6 64.6  

        

 CAR (%) 7.5 11.5  11.3 7.5 11.5  
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Annexure 

Some important Bank of Rajasthan results notes to accounts  

On financial impact based on the Deloitte report:  

“In exercise of u/s 30 (1B) of the Banking Regulation Act 1949, RBI appointed 
M/s Deloitte Haskins & sales to conduct a special audit of the Bank. The 
special auditors were required to look at certain specific areas including 
inter-alia certain large advances and their compliance with provisioning 
requirements etc. An interim report by the special auditors has not indicated 
any significant provisioning requirement and all actions considered 
appropriate and necessary, arising out of the suggestions made by them 
having financial implications have been acted upon. Financial impact if any 
arising out of the final report which is awaited cannot be presently 
quantified.” 

On promoter shareholding: 

“Hitherto, Tayal Group holding was shown in the Promoter Category. Based 
on the legal opinion obtained, they are no longer being treated as Promoter 
of the Bank. In the absence of any other category for the Dominant 
Shareholders group (DSHG), their holding has been shown in the Public 
Category. The declared shareholding of Tayal Group is 28.60%, however as 
per SEBI ex-parte interim order dated 8th March 2010, holding of Tayal 
Group and related entities are to the order of 55.01%. In the shareholding 
pattern disclosed as per Clause 35 of Listing Agreement for the quarter 
ended 31st March 2010, the Bank has shown shareholding in public Category 
as 100% based on above referred legal opinion.” 
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Prabhudas Lilladher Pvt. Ltd. 

3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India 
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 
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PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient 

only as information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of 

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.   

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently 

verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of 

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go 

down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice 

should be sought from an independent expert/advisor.  

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act 

as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to 

publication.  

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.  

For Clients / Recipients in United States of America:  

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for 

informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information 

provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside 

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888. 


