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Stock data 

No. of shares : 1,130 mn 
Market cap  : Rs 24.6 bn 
52 week high/low : Rs 30/ Rs 13 
Avg. daily vol. (6mth) : 8.5 mn shares 
Bloomberg code : SIB IB 
Reuters code : SIBK.BO 
 
Shareholding (%)  Sep-10 QoQ chg 

Promoters : 0.0 0.0  
FIIs : 37.6 (2.7) 
MFs / UTI : 6.5 1.8  
Banks / FIs : 6.8 0.1  
Others : 49.2 0.8 

 

 BALANCED BUSINESS MOMENTUM  
South Indian Bank’s (SIB) net profit rose 21% YoY to Rs 754 mn, led by
healthy net interest income (NII) growth and lower operating expenses.
Robust credit growth of 29% YoY provided traction to NII (up 19% YoY).
Margins improved by 23 bps YoY and 3 bps QoQ to 3.03% led by
balanced business growth. Opex rose 15% YoY as staff expenses growth
moderated to 12% YoY. Asset quality deteriorated mainly due to
~Rs 180 mn slippage from a single account. Both gross NPAs and Net
NPAs grew by 11% QoQ, with net slippage of Rs 253 mn. 

Key highlights 
 Balanced biz growth: Against the skewed biz growth for industry, SIB

reported balanced growth with credit and deposits growing by 29%
and 30% YoY resp. C-D ratio, at 71%, provides cushion to maintain
its future biz momentum.  

 Employee benefit costs: SIB has estimated provision of Rs 1.5 bn for
pension & gratuity liabilities which are being amortized for next 3
years. With higher provision booked in 2QFY11, the bank has
reduced it in 3QFY11 which led to muted staff expenses growth. 

 MFI exposure insignificant: SIB has an exposure of ~Rs 2.4 bn
towards the MFI sector (0.9%), of which Rs 450 mn is from an
Andhra Pradesh based MFI.   

 Robust growth in fees income: Other income rose 15% YoY,
supported robust growth in fees income (25% YoY). Cost to income
ratio improved 460 bps QoQ and to 44%.  

Valuation & Target price 
SIB is amongst few to have reported balanced biz growth, which clearly
reflects in its accurate implementation of biz strategy. Margins are likely
to remain stable, supported by adequate CASA and low cost NRI
deposits.  We expect SIB to generate an avg ROE of 18% and ROA of
~1% over FY10-FY12E, driven by improving operating metrics, stable
NIM and robust asset quality. We have revised our EPS and BV estimates
upwards by 2% for FY12E. We have a BUY rating on the stock with a TP
of Rs 30 (10x FY12E EPS and 1.7x FY12E ABV).  

Financial Summary 
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2009  1,947   1.7   28  13   11   10  1.9 2.1  16   1.0  1.1 

2010  2,338   2.1   19  11   13   12  1.7 1.8  17   1.0  0.4 

2011E  2,847   2.5   22  9   15   14  1.5 1.5  18   1.0  0.4 

2012E  3,414   3.0   20  7   17   17  1.2 1.3  19   1.0  0.3 

Source: Company, ENAM Estimates 
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Results update 

 Quarter ended  12 months ended 

(Rs mn) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg 

 Interest Income  6,227 4,878 28 5,795 7 24,233 19,357 25 

 Interest Expended  4,179 3,160 32 3,822 9 16,457 13,674 20 

 Net Interest Income  2,048 1,718 19 1,973 4 7,776 5,683 37 

 Non-Interest Income  497 431 15 449 11 1,875 2,085 (10) 

 Net Income  2,545 2,149 18 2,422 5 9,651 7,768 24 

 Operating Expenses  1,116 967 15 1,174 (5) 4,549 3,662 24 

 Operating profit  1,429 1,182 21 1,248 14 5,102 4,106 24 

 Provision & Contingencies  298 195 53 68 - 852 433 97 

 PBT  1,130 987 14 1,180 (4) 4,250 3,673 16 

 Tax  377 363 4 410 (8) 1,402 1,336 5 

 Net Profit  754 625 21 770 (2) 2,847 2,338 22 

 No. of shares (mn)  1,130 1,130 - 1,130 - 1,130 1,130 - 

 Rep. EPS - non-annualized (Rs.)  0.7 0.6 20.7 0.7 (2.1) 2.5 2.1 21.8 

 Yields & Margins (%)          

 Yield on advances   10.7  11.39 (70)bps  10.6 8 bps  10.5  11.1 (53)bps 

 Yield on investment   6.4  5.79 1 bps  6.3 6 bps  6.1  5.7 34 bps 

 Cost of deposits   6.40  7.03 (63)bps  6.34 6 bps  6.3  6.5 (24)bps 

 Net interest margin   3.03  2.80 23 bps  3.00 3 bps  2.8  2.5 24 bps 

 Cost to income ratio   44  45 (1)bps  48 (460)bps  47  47 (0)bps 

 Asset quality          

 Gross NPAs (Rs mn)   2,536  2,139 19  2,277 11.4  2,637  2,110  25.0 

 Gross NPAs (%)   1.33  1.46 (13)bps  1.27 6 bps  1.26  1.32 (6)bps 

 Net NPAs (Rs mn)   743  567  31.0  671  10.76  791  616  28.5 

 Net NPAs (%)   0.39  0.39 0 bps  0.38 1 bps  0.38  0.39 (1)bps 

 Provisioning coverage (%)   71  73 (278)bps  71 16 bps  70  71 (82)bps 

 Capital (%)          

 CAR   14.9  17.4 (246)bps  15.9 (97)bps  15.4  15.4 4 bps 

 Balance sheet (Rs. bn)          

 Advances   192  149 29.1  177 8.3  207  158  31.1 

 Deposits   270  206 30.8  251 7.7  286  230  24.3 

 CASA (%)   22.4 22.5 (10)bps  23.9 (147)bps  23.6  23.1 47 bps 

Source: Company, ENAM Research 
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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. 


