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Table 1: NIM adjusted for amortisation

2Q08 3.49
1Q08 3.58
2Q07 3.80
Source: Company data
Table 2: Non Performing Assets
2Q08 1Q08 4Q07  3Q07 2Q07 1Q07

Gross NPAs, Rs. bn 47.2 371 339 32.7 30.9 31.6
% QIQ 27% 9% 4% 6% 2%

Net NPAs, Rs. bn 18.7 9.3 73 37 20 27
% Q/Q 102% 28% 99% 81% -24%

% Gross NPLs 47 38 35 3.7 3.7 4.0
% Net NPLs 1.9 1.0 0.8 0.4 0.2 0.4
Provision coverage (%) 60 75 79 89 93 92
Source: Company Data

Table 3: Quarterly provisions for retirement benefits

Rs. MM FY07 FYO8E % YIY
1Q 933 2,000 114
2Q 933 2,000 114
3Q 933 2,000 114
4Q 3,701 2,000 (46)
Full year 6,500 8,000 23
Source: Company Data, UBS Estimates

Table 4: CASA ratio (%)

2Q FY08 4391
1Q FY08 44
2Q FY07 48.71

Source: Company data
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Table 5: 2Q FYO08 profit and loss account

Rs. MM Q208 Q108 Q207 %YIY %Q/Q
Interest on advances 25,126 24,109 18,351 36.9% 4.2%
Interest on investments 8,983 8,943 8,738 2.8% 0.4%
Income on RBI 320 529 474 -32.4% -39.4%
Others 201 52 81 149.5% 286.0%
Interest earned 34,631 33,633 27,643 25.3% 3.0%
Interest expended 21,716 19,850 14,015 54.9% 9.4%
Net interest income 12,915 13,782 13,628 -5.2% -6.3%
Total Non interest income 4,678 (659) 2,840 64.7% -810.2%
Total income 39,309 32,974 30,483 29.0% 19.2%
Employees expenses 6,418 6,411 5,108 25.6% 0.1%
Other operating expenses 2,625 2,359 2,472 6.2% 11.3%
Operating expenses 9,043 8,770 7,580 19.3% 3.1%
Total expenditure 30,759 28,620 21,595 42.4% 7.5%
Operating profit 8,550 4,354 8,888 -3.8% 96.4%
Operating profit excl trading gains 8,550 3,034 8,208 4.2% 181.8%
Loan loss provisions 779 1,379 1,895 -58.9% -43.5%
Provisions & contingencies 779 (1,905) 1,018 -23.5% -140.9%
PBT 7,771 6,259 7,870 -1.3% 24.2%
Provision for taxes 2,386 2,009 2,820 -15.4% 18.8%
Net profit 5,385 4,251 5,050 6.6% 26.7%

Source: Company data
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Punjab National Bank

Per share (Rs) 3/06 3/07 3/08E 3/09E 3/10E Punjab National Bank (PNB) is India's second-largest state bank. It has

EPS (stated) 4430 4884 53.78 62.67 an asset base of Rs1,259bn. Its business is concentrated in north India.

EPS (UBS adjusted) 44.30 48.84 53.78 6267 The government holds 57.8% of PNB. It made an IPO in March 2002 and

GOPS 9118 10246 10535 13762 a follow-on offer in March 2005. PNB has more than 4,400 branches in

DPS 5.00 10.00 10.00 10.00 0.00 India.

BVPS (stated) 288.06 321.65 344.82 399.40

BVPS (adjusted) 281.40 298.64 308.95 359.30

Profit & Loss (Rsm)

Net interest income 46,668 55,146 61,106 70,849

Other income 12,735 10,423 9,203 12,884

Total revenues 59,403 65,569 70,308 83,732

Expenses (30,232) (33,262) (37,092) (40,339)

Operating profit 28,748 32,306 33,217 43,393

Provisions and other items (8,833) (10,629) (7,668) (13,480)

Profit before tax 19915 21,678 25,549 29,913 Profitability (ROE & RORWA)

Pre-exceptional net income 13,969 15,401 16,956 19,759

Capital dynamics (Rsm) 17.0% 2.0%

Risk-weighted assets 856,637 1,015,362 1,318,061 1,512,644 16.8%

Tier one capital 81,895 90,367 92,014 108,002 16.6% 1.5%

Total capital 92,393 124,483 131,917 155,887 16.4%

Tier one ratio 9.6% 8.9% 7.0% 7.1% 16.2% 1.0%

Total capital ratio 10.8% 12.3% 10.0% 103% 16.0% ,

Net roft afer tax 13,969 15,401 16,956 19,759 12202 0.5%

Tier 1 reqw.rement. . 15.4% 0.0%

Less: Working capital requirement

Less: Dividends 1,892 3153 1742 23711 06 07 08E 09E 10E

Surplus capital generated @m— 0E (LHS) s RORWA (RHS)

Surplus capital generation ratio

Balance sheet (Rsm)

Assets 1,223,244 1,507,200 1,910,222 2,196,916 Momentum (Revenue & Operating proﬁt growth)

Customer loans 746,274 965,965 1,159,158 1,356,215

Customer deposits 1,283,071 1,455,033 1,727,689 1,989,059

Funds under management +25.0% +35.0%

Loans : assets 61.0% 64.1% 60.7% 61.7% +20.0% +30.0%

Deposits : assets 104.9% 96.5% 90.4% 90.5% +25.0%

Loans : deposits 58.2% 66.4% 67.1% 68.2% +15.0% +20.0%

Shareholders funds : assets 7.42% 6.73% 5.69% 5.73% +10.0% +15.0%

Asset quality (Rsm) +10.0%

Non-performing assets 31,383 33,907 35,227 40,410 +5.0% +5.0%

Total risk reserves 25,360 22,801 23,916 27,766 +0.0% +0.0%

NPLs : loans 4.21% 3.51% 3.04% 2.98%

NPL coverage 81% 67% 68% 69% 06 07 08E 0% 10€

Provision charge : average loans 0.49% 0.88% 0.89% 0.97% @m— . growth (LHS) == Op. profit growth (RHS)

Net NPLs : shareholders' funds 6.6% 11.0% 10.4% 10.0%

Profitability Balance Sheet Growth

Net interest margin (avg assets) 3.76% 4.04% 3.90% 3.45%

Provisions : operating profit 30.7% 32.9% 23.1% 31.1% +30.0% +35.0%

RoE 16.5% 16.0% 16.1% 16.9% +25.0% +30.0%

RoAdIE 16.5% 16.0% 16.1% 16.9% +20.0% +25.0%

RORWA 1.89% 1.65% 145% 1.40% +15.0% +20.0%

RoA . 1.06% 1.00% 0.96% 0.96% +100% +15.0%

Productivity

Cost : income ratio 51.3% 50.7% 52.8% 48.2% 5.0% +10.0%

Costs : average assets 2.4% 2.4% 2.4% 2.0% +0.0% +5.0%

Compensation expense ratio 42.4% 42.1% 43.7% 38.3% -5.0% +0.0%

Momentum 06 07 08E 09E 10E

Revenue growth +3.8% +11.2% +7.2% +19.1% NM em— st (LHS)

Operating profit growth +19.6% +12.4% +2.8% +30.6% NM )

Net profit growth 0.9% +102% +10.1% +16.5% NM Customer Deposits (LHS)

Dividend growth +11.1% +100.0% +0.0% +0.0% -100.0% Customer Loans (RHS)

Value*

UBS bank valuation Value (P/Adj. BVPS & P/Adj. EPS)

Leveraged P/IE

Risk tendency P/E

Merger P/E 20 14.0x
12.0x

Market capitalisation (Rsm) 111,775 121,098 139,030 139,030 139,030 15x \\ 10.0x

Conventional valuation 8.0x

Market cap./Revenues 2.4% 2.1x 2.0x 1.7x 1.0x 6.0x

Market cap./Operating profit 4.8x 4.3x 4.2x 3.2x 05x 4.0x

P/E (stated) 11.8x 10.7x 9.7x 8.4x : 2.0x

P/E (UBS adjusted) 11.8x 10.7x 9.7x 8.4x 0.0x 0.0x

Dividend yield (net) 0.95% 1.91% 1.91% 1.91% 0.00% ’ ’

P/BV (stated) 1.8x 1.6x 1.5x 1.3x 06 07 08E 09E 10E

P/BV (adjusted) 1.9x 1.8x 1.7x 1.5x @mm—D)B\/PS (LHS) s P|E (RHS)

Source: UBS estimates, * Historical, current, & future valuations are based on a share price of Rs524.05 as at close on 26 Oct 2007
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m Punjab National Bank

Punjab National Bank (PNB) is India's second-largest state bank. It has an asset
base of Rs1,259bn. Its business is concentrated in north India. The government
holds 57.8% of PNB. It made an IPO in March 2002 and a follow-on offer in
March 2005. PNB has more than 4,400 branchesin India

m Statement of Risk

We believe afaster than expected increase in interest rates is the key risk to our
rating and price target for PNB.

m Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report.
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Required Disclosures

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries,
branches and affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage1 IB Services?
Buy Buy 55% 40%
Neutral Hold/Neutral 36% 35%
Sell Sell 9% 22%
UBS Short-Term Rating Rating Category Coverage3 IB Services”
Buy Buy 0% 29%
Sell Sell 0% 0%

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within

the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided

within the past 12 months.

Source: UBS. Rating allocations are as of 30 September 2007.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating

Definition

Buy
Neutral
Sell

FSR is > 6% above the MRA.
FSR is between -6% and 6% of the MRA.
FSR is > 6% below the MRA.

UBS Short-Term Rating

Definition

Buy

Sell

Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned

because of a specific catalyst or event.

UBS 6
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stability of principal and higher stability of dividends; Neutral:
Potential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount;
Reduce: Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Companies Mentioned or Company Disclosure table in the relevant
research piece.

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date
Punjab National Bank PNBK.BO Buy (CBE) N/A Rs524.05 26 Oct 2007

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing

date

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

Punjab National Bank (Rs)

=== Price Target (Rs) === Stock Price (Rs)
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Source: UBS; as of 26 Oct 2007
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Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions' table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6%
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 =
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is > 6%
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A
predictability level of '1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities.
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.
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Global Disclaimer

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries,
UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. It has no regard to the specific investment objectives, financial situation or particular needs
of any specific recipient and does not constitute a representation that any investment strategy is suitable or appropriate to a recipient’s individual circumstances or otherwise constitute a
personal recommendation. It is published solely for informational purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, except with respect to information concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities,
markets or developments referred to in the report. UBS does not undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any
investment losses. Investments involve risks and investors should exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for
the exercise of their own judgement. Any opinions expressed in this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or
groups of UBS as a result of using different assumptions and criteria. Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management.
The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report
may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to
update or keep current the information contained herein. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units,
groups or affiliates of UBS. The compensation of the analyst who prepared this report is determined exclusively by research management and senior management (not including investment
banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment
banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. Additional
information will be made available upon request.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market
maker or liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out
in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are market counterparties
or intermediate customers (as detailed in the FSA Rules) and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, private
customers. UBS Limited is authorised and regulated by the Financial Services Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS
Securities France S.A. is regulated by the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to
have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the
Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA
is regulated by the Comisién Nacional del Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and
distributed by the Moscow Representative Office of UBS Cyprus Moscow Limited. Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS
Limited and distributed by UBS Limited and UBS Italia Sim S.p.A.. UBS ltalia Sim S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa
(CONSOB). Where an analyst of UBS ltalia Sim S.p.A. has contributed to this report, the report is also deemed to have been prepared by UBS lItalia Sim S.p.A.. South Africa: UBS South Africa
(Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the South African Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is
an authorised Financial Services Provider. Details of its postal and physical address and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States:
Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a
US broker-dealer (a ‘non-US affiliate’), to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a report prepared by
another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be
effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a
member of the principal Canadian stock exchanges & CIPF. A statement of its financial condition and a list of its directors and senior officers will be provided upon request. Hong Kong:
Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd or UBS AG, Singapore Branch. Japan: Distributed by UBS Securities Japan Ltd to institutional
investors only. Australia: Distributed by UBS AG (Holder of Australian Financial Services Licence No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services Licence
No. 231098) only to ‘Wholesale’ clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd. China: Distributed by UBS Securities Co.
Limited.

The disclosures contained in research reports produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this
respect. © UBS 2007. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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