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Result Preview O1FY10

An Uneventful Quarter

Date: 10" July 2009 Q1FY10 was by far the most uneventful quarter for the

banking sector in the past 12-18 months. This was a
quarter devoid of any regulatory action, G Sec yields
ended at the same level as at the beginning of the quarter
even as credit growth continued to slow down to a level of
~16% while deposits continued to grow at 22%. We
expect banks to continue to report margin pressures driven
by lower credit off-take and little pricing power due to
abundant liquidity in the system. However, banks would
continue to post profit growth primarily driven by asset
growth and lower investment loss provisions on a YoY
basis. Trading gains on investments could surprise on the
upside given the high volatility in movement of the
benchmark G Sec paper during the quarter.

Core earnings likely to be under pressure

On the back of slower credit offtake and downward
repricing of lending rates, margins of banks are expected
to remain under pressure. Credit growth for the quarter
was at 16% while deposit growth was at 22%.
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Investment losses lower YoY

Lower investment losses on a YoY basis would be the main
driver of profitability growth for banks which recorded
heavy MTM losses on the investment book in Q1FY09.
With G Sec yields remaining flattish during the quarter, we
expect MTM losses to be substantially lower on a YoY
basis.
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Chart: Movement in 10 Year G Sec yield Q1FY10 and
QI1FY09
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But banks likely to use this as an opportunity to step up
loan loss provisioning

However, we believe that banks would wuse this
opportunity to step up NPA coverage ratios in anticipation
of any deterioration in asset quality. = With most
problematic loans restructured in Q4FY09 and some loans
being restructured in the current quarter we do not foresee
banks reporting a meaningful rise in NPAs for the current

quarter at least.

Amount in million rupees

Operating Income Operating Profit Profit After Tax

Companies 01FY10 01FY09 "™ o1rv10 01Fvoe ™™ o1Fvi0 QiFvee CTOWH

YoY % YoY % YoY %
Andhra Bank 6,008 4,649 29% 2,908 2,053 42% 995 776 28%
Axis Bank 17,567 14,353 22% 10,067 8,023 25% 5,356 3,301 62%
Bank of Baroda 20,433 15,696 30% 11,133 8,602 29% 5,865 3,709 58%
Bank of India 19,805 17,472 13% 11,905 10,724 11% 6,212 5,620 11%
Corporation Bank 6,469 5,356 21% 3,869 3,210 21% 2,038 1,843 11%
Federal Bank 4,033 3,744 8% 2,603 2,535 3% 879 681 29%
HDEFC Bank 28,603 23,169 23% 14,103 10,275 37% 6,054 4,644 30%
Oriental Bank of Commerce 7,023 6,522 8% 3,943 3,537 11% 2,153 2,205 -2%
Punjab National Bank 24,004 19,009 26% 12,704 9,824 29% 6,443 5,124 26%
Union Bank of India 12,130 10,317 18% 6,530 6,160 6% 2,477 2,283 8%
IDFC (Consolidated) 4,677 3,820 22% 3,577 3,040 18% 2,192 2,180 1%

Source: SBICAP Securities Research
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Recent Reports

Date Company Name Recommendation Recommended Target
Price Price
4-Tuly-09 Triveni Engineering Industries Limited Buy 99 121
1-Jun-09 Colgate Palmolive India Ltd (Update) Buy 475 624
28-May-09 Godrej Consumer Products Ltd (Update) Outperform 176 195
26-May-09 Oracle Financial Services Software Ltd (Update) Outperform 1,079 1,200
20-May-09 Godrej Consumer Products Ltd (Update) Marketperform 160 -
18-May-09 Infosys Technologies (Update) Marketperform 1,750 -
14-May-09 ABG Shipyard Ltd (Update) Buy 145 265
27-Apr-09 Hindustan Unilever Ltd Marketperform 231 -
17-Apr-09 GlaxoSmithKline Pharmaceuticals Ltd Outperform 1,099 1,200
17-Mar-09 Mercator Lines Ltd Buy 23 33
16-Mar-09 3i Infotech Ltd Buy 27 45
16-Mar-09 Axis Bank Buy 331 639
13-Mar-09 Oracle Financial Services Software Ltd Buy 618 800
13-Mar-09 IVRCL Infrastructures & Projects Ltd Buy 111 140
9-Mar-09 Sun Pharmaceutical Industries Ltd Marketperform 1,021 -
15-Jan-09 Zee Entertainment Enterprises Ltd Buy 116 167
12-Jan-09 Godrej Consumer Products Ltd Buy 128 154
2-Jan-09 Andhra Bank Buy 58 102
2-Jan-09 Federal Bank Buy 165 203
31-Dec-08 Gateway Distriparks Ltd Buy 82 105
18-Dec-08 Biocon Marketperform 118 -
22-Nov-08 TAKE Solutions Buy 18 50
21-Nov-08 Pipe Sector Report
PSL Limited Buy 95 181
Welspun Gujarat Stahl Rohren Limited Buy 102 165
Jindal Saw Limited Buy 272 435
Maharashtra Seamless Limited Buy 159 225
Man Industries Limited Buy 33 55
4-Nov-08 Infosys Technologies Buy 1,333 1,740
17-Sep-08 Patel Engineering Ltd Buy 370 490
16-Sep-08 IDEC Buy 81 104
16-Sep-08 Piramal Healthcare Buy 309 360

29-Aug-08 Great Eastern Shipping Buy 380 470
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DISCLAIMER

SBICAP Securities Limited is a full service, Stock Broking Company and is a member of Bombay Stock Exchange Ltd. (BSE) and National Stock Exchange of
India Ltd. (NSE). It is a wholly owned subsidiary of SBI Capital Markets Ltd. (SBICAP), which is an integrated investment banker. SBICAP also is an underwriter
of securities. ("SBICAP and SBICAP Securities Ltd. are collectively referred to as SBICAP Group") SBICAP 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 our
Investment Banking and other business selection processes. Recipients of this report should assume that SBICAP 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. SBICAP group and its officers, directors and employees, including the analysts and others involved in the
preparation or issuance of this materialand their dependant, 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. Our sales people, dealers, traders and other professionals may
provide oral or written market commentary or trading strategies to our clients that reflect opinion 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. SBICAP Group
may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different from 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 potential conflicts of
interest. SBICAP Group may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within
SBICAP Group into other areas, units, groups or affiliates of SBICAP Group.

The projections and forecasts describe 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 Bank. These projections and forecasts were not
prepared with a view toward compliance with published guidelines or generally accepted 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 Bank, SBICAP, 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 assumption underlying such projections and forecasts.

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
SBICAP Group. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. SBICAP Group 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 sui for all the
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 receives this
document should consider and independently evaluate whether it is sui 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 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. SBICAP Group does
not provide tax advise to its clients, and all investors are strongly advised to consult regarding any potential investment. SBICAP Group and its affiliates accept
no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currency 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 sui 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 the SBICAP Group based upon information available to the public and sources, believed to be reliable. Though
utmost care has been taken to ensure its accuracy, no representation or warranty, express or implied is made that it is accurate or complete. SBICAP Group 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. SBICAP Group endeavors to update on a reasonable basis the information discussed in this document/material, but regulatory, compliance or other
reasons may prevent us from doing so. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell the
clients 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 SBICAP Group. This report or any portion hereof may not be
printed, sold or distributed without the written consent of SBICAP Group. Neither this document nor any copy of it may be taken, transmitted or sent into the
United States, Canada, Japan or to any U.S. persons 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. Failure to comply with this restriction may constitute a violation of U.S., Canada or
Japanese securities laws. Neither SBICAP Group 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.






