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Q3 FY12 Result Update

ING Vysya Bank reported net profit of Rs.119.5 cr up 44% YoY (4% QoQ) in
line with our expectations (Rs.118.5 cr). Also, Net interest income (NII) grew by
32% YoY (7% QoQ) to Rs.324 cr moderately above our expectations of Rs.314
cr due to increase in yield on advances.

Strong loan growth continues to be above industry average

In Q3 FY12 loan (net advances) grew by 23% YoY to Rs.26,298 cr well above
the industry average (16% as on 30" Dec 2011) which was led by wholesale
banking up 28% YoY and 8% QoQ, and business banking (one of the key focus
area) up 33% YoY and 6% QoQ. Mortgage loans moderately grew 10% YoY
and flat QoQ resulted decline in mortgage as a % of consumer portfolio to 83%
from 85%. We expect bank to grow faster than the industry and, estimate its
loan book growth at 23% in FY12E.

Surprise improvement in NIMs

NIMs improved to 3.49% from 3.35% QoQ led by increase in yield on advances
by 29bps better than increase in cost of deposits by 6bps in Q3 FY12. Also,
credit-deposit ratio improved to 83% from 81% QoQ supported the
improvement in margins. Management expects slight moderation in margins in
Q4 FY12E due to priority sector lending (low yield). Also, guided NIMs for
FY12E to be at FY11 level with upward bias (3.25%-3.35% as against 3.15%-
3.25% earlier).

Asset quality remains healthy in current economic scenario

Asset quality improved as GNPA% of advances decline to 2.01% from 2.02%
Qo0Q. In absolute terms GNPA increased by 5% QoQ due to MFI portfolio
buyout. Also, bank provided completely for MFI buyout which led to increase in
provision in Q3 FY12 (Rs.33 cr vs Rs.17 cr QoQ) a one-time charge. With no
significant exposure to airlines and power sector, we believe asset quality
would not deteriorate in quarters ahead.

Operating efficiency boosts profitability

Operating expenses grew by 11% YoY (2% QoQ) as against NlI+Other income
growth of 20% YoY (6% QoQ) resulted operating profit (PPP) to grow by 33%
YoY (12% QoQ). Operating efficiency resulted in cost to income ratio to decline
to 57% in Q3 FY12 from 59% Qo0Q. Management targets cost to income ratio
to further decline and be at par (50% -51%) with industry in next 3-4 years. We
believe gradual decline in cost to income ratio will be one of the growth drivers
ahead for the improvement in RoA. In Q3 FY12 bank reported slight sequential
improvement in RoA (annualised) to 1.13% from 1.12%.

CASA ratio stable sequentially

Current deposits grew by 6% QoQ (21% YoY) while saving deposits remained
flat QoQ (up 6% Yo0Y) as against 3% QoQ growth in total deposits. Thus CASA
ratio remained stable at 33.6% Qo0Q. Bank has applied for 35 branch license
for year 2012. Deposits grew by 16% YoY to Rs.31,654 cr led by 18% YoY
growth in term deposits as investors are moving towards high interest rate fixed
deposits.

Outlook & Valuation

Strong loan growth with better asset quality, improvement in margins and
decline in cost to income ratio were the key highlights of the stellar Q3 FY12
performance. We expect profitability (PAT) to grow at CAGR of 27% over
FY11-13 and RoA to remain above 1% in FY13E.

At CMP Rs.312 ING Vysya Bank is trading at P/B multiple of 1.2x its FY12E BV
of Rs.259 and 1.09x its FY13E BV of Rs.287. We value the bank at its 5-Year
average P/BV multiple of 1.52x on its FY13E BV of Rs.287 and maintain our
target price of Rs.436. We reiterate BUY on ING Vysya Bank with an
investment horizon of 12 months and an upside potential of 40%.
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Exhibit 1. Standalone Income Statement (Quarterly)

Particulars Rs. cr Dec-11 Sep-11 Dec-10 YoY% QoQ%
Interest Earned 992 933 691 44% 6%
Income on Investments 254 240 161 57% 6%
Int. on Balances With RBI Other Inter Bank Funds 0 0 1 - -
Interest / Discount on Advances / Bills 737 692 523 41% 7%
Others 0 1 5 - -
Interest Expended 668 629 445 50% 6%
Net Interest Income (NII) 324 304 246 32% 7%
Other Income 170 162 167 2% 5%
NIl + Other Income 494 466 413 20% 6%
Operating Expenses 282 277 253 11% 2%
Payment To Provisions For Employees 170 161 145 17% 6%
Other Operating Expenses 112 115 108 4% -3%
Operating Profit before Prov.& Cont. 211 189 159 33% 12%
Provisions and Contingencies 33 17 34 -1% 91%
PBT 178 172 126 41% 3%
Tax 58 57 43 36% 3%
Profit After Tax 120 115 83 44% 4%
EPS, Rs. 7.98 7.71 6.88 16% 4%

Source: Company, SIHL Research

Exhibit 2: Ratio Analysis (Quarterly)

Ratio Analysis (%) Dec-11  Sep-11

Tier | 10.99 11.79 8.82 2.17 -0.80
Tier Il 3.09 3.21 3.87 -0.78 -0.12
CAR Basel Il 14.08* 15.00 12.69 1.39 -0.92
Return on Assets (Annualized) 1.13 1.12 0.88 0.25 0.01
NIM 3.49 3.35 3.10 0.39 0.14
Gross NPA 2.01 2.02 2.66 -0.65 -0.01
Net NPA 0.31 0.31 0.64 -0.33 0.00
Provision Coverage Ratio 84.98 84.80 76.41 8.57 0.18
CASA 32.59 32.55 33.47 -0.88 0.04
Yield on Advances 11.66 11.37 10.13 1.53 0.29
Cost of Deposits 6.94 6.88 5.44 1.50 0.06
Cost/Income 57.18 59.36 61.37 -4.19 -2.18

Source: Company, SIHL Research

*CAR figure of 14.08% as of Dec 2011 does not include accumulated profits for Q1, Q2 and Q3 FY12, while RWA figure is as
of end of Q3 FY12.
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Exhibit 3: ROA % (maintained above 1%)
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Exhibit 4. Improvement in NIMs (%)
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3|Page




ISO 9001 : 2008 Certified

shah investor's X home lid” ING Vysya Bank

SERVICES THAT SECURE SMILES

Exhibit 5: Cost to income (%)
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Exhibit 6: CASA (%)
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Exhibit 7: Credit-Deposit (%)
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Exhibit 8: GNPA (%) and NNPA (%)
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Exhibit 9: ROE (%)
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Source: Company, SIHL Research
Exhibit 10: PCR (%)
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Exhibit 11: Advances growth (%)
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Exhibit 12: Advances Portfolio (%)
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Source: Company, SIHL Research
Exhibit 13: Consumer Banking Portfolio (%)
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Source: Company, SIHL Research
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Exhibit 14: Standalone Profit and Loss Statement
Particulars Rs. Cr FYQ9 FY10 FY11 FY12E FY13E
Interest Earned 2,240 2,233 2,694 3,964 4,528
Interest Expended 1,590 1,403 1,688 2,736 3,060
Net Interest Income (NII) 650 830 1,007 1,228 1,468
% Growth 30% 28% 21% 22% 20%
Other Income 548 620 655 661 790
Total Income 1,197 1,450 1,661 1,889 2,259
Operating Expenses 772 808 1,026 1,115 1,310
Provisions and Contingencies 130 270 152 116 176
Profit Before Tax 295 372 484 658 773
Taxes 106 129 165 224 263
Profit After Tax 189 242 319 435 510
% Growth 20% 28% 32% 36% 17%
EPS 18.4 20.2 26.3 29.1 34.2

Source: Company, SIHL Research

Exhibit 15: Standalone Balance Sheet Statement
Particulars Rs. Cr FY09 FY10 FY11 FY12E FY13E
SOURCES OF FUNDS:
Share Capital 103 120 121 149 149
Share Warrants & Outstanding 4 3 2 2 2
Total Reserves 1,596 2,208 2,501 3,819 4,260
Deposits 24,889 25,865 30,194 35,630 41,331
Borrowings 3,185 3,671 4,147 4,889 5,672
Other Liabilities & Provisions 2,086 2,013 2,049 2,408 2,794
Total Liabilities 31,864 33,880 39,014 46,898 54,207
APPLICATION OF FUNDS :
Cash and balance with Banks 2,282 3,027 2,521 3,418 2,576
Investments 10,496 10,473 11,021 12,343 14,071
Advances 16,756 18,507 23,602 29,031 35,127
Other Assets 1,893 1,377 1,367 2,106 2,433
Total Assets 31,864 33,880 39,014 46,898 54,207

Source: Company, SIHL Research
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Exhibit 16: Ratio Analysis

FY09 FY10 FY11 FY12E FY13E
Spread Analysis
Yield on Earning Assets 7.6% 7.3% 7.8% 9.7% 9.4%
Cost of funds 5.9% 4.5% 5.0% 6.9% 6.6%
Interest Spread 1.7% 2.7% 2.8% 2.8% 2.8%
Net Interest margin 2.2% 2.7% 2.9% 3.0% 3.0%
Profitability Ratios
RoE 12.5% 12.7% 13.5% 13.6% 12.5%
RoA 0.6% 0.7% 0.9% 1.0% 1.0%
Interest Expense/Interest Income 71.0% 62.8% 62.6% 69.0% 67.6%
Non-Interest Income/Total Income 45.7% 42.8% 39.4% 35.0% 35.0%
Efficiency Ratios
Cost/Income 64.5% 55.7% 61.8% 59.0% 58.0%
Employee cost/Operating Expenses 50.8% 53.1% 59.0% 59.0% 60.0%
Asset-Liability Ratios
Credit/Deposit 67.3% 71.6% 78.2% 81.5% 85.0%
CASA/Deposit 27.0% 32.6% 34.6% 35.0% 35.0%
Investment/Deposit 42.2% 40.5% 36.5% 34.6% 34.0%
Valuation Ratios
Book Value (Rs.) 154.9 185.0 208.1 258.9 286.6
P/BV (X) 2.0 1.7 15 1.2 11
EPS (Rs.) 18.4 20.2 26.3 29.1 34.2
P/E (X) 16.9 15.4 11.8 10.7 9.1
Dividend (Rs.) 2.0 2.5 3.0 3.3 3.9
Dividend Yield 0.6% 0.8% 1.0% 1.1% 1.3%

Source: Company, SIHL Research
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Contact Details

Shah Investor’s Home Ltd
105/B, 1* Floor, Sahayog Tower,
Above Central Bank of India,
SV Road, Kandivali (W)

Mumbai 400 067

www.sihl.in

Contact: research@sihl.in, +91-2801 6715/16
You can also access our reports on Bloomberg (ERH SIH<GO>)

Disclaimer:-

The Information provided by SMS or in newsletter or in any document has been prepared by Shah Investor’s Home Ltd (SIHL).
The Information provided by SMS or in newsletter does not constitute an offer or solicitation for the purchase or sale of any financial
instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other
sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. SIHL or any
of its affiliates/ group companies shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report or SMS. This Information provided by SMS, reports or in newsletter is
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this Information provided by SMS, report or in newsletter
should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of
companies referred to in this information provided by SMS, report or in newsletter (including the merits and risks involved), and should
consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be
suitable for all investors. This information is strictly confidential and is being furnished toyou solely for your information.

The information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person
or published, copied, in whole or in part, for any purpose. The information provided by report or SMS is not directed or intended for
distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject SIHL and affiliates/
group companies to any registration or licensing requirements within such jurisdiction. The distribution of this Information provided by
SMS or in newsletter in certain jurisdictions may be restricted by law, and persons in whose possession this Information provided by SMS
or in newsletter comes, should inform themselves about and observe, any such restrictions. The information given or Information
provided by SMS, report or in newsletter is as of the date of the issue date of report or the date on which SMS provided and there can be
no assurance that future results or events will be consistent with this information. This information is subject to change without any prior
notice. SIHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However,
SIHL is under no obligation to update or keep the information current.

Nevertheless, SIHL is committed to providing independent and transparent recommendation to its client and would be happy
to provide any information in response to specific client queries. Neither SIHL nor any of its affiliates, group companies, directors,
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost
revenue or lost profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide
to future performance. The disclosures of interest statements incorporated in the Information provided by SMS, report or in newsletter
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The
analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related
to specific recommendations or views expressed in this report.
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