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IOB — Q2 FY12 Result Update 02" November, 2011
BSE Code 532388
BSE Group / Index A/ BSE200
CMP Rs. 99.55
Market Capitalization Rs. 6159 Cr
Face Value Rs.10
EPS (TTM) Rs.18.80
Book Value per Share Rs.123.71
52 Wk High (BSE) Rs.176.35 (05 Nov,2010)
52 Wk Low (BSE) Rs.86.30 (04 Oct,2011)

Shareholding Pattern % as of Sep,2011

Promoter, 65.87%

Others, 15.89%____—

Dll, 12.90% Fll, 5.34%

Public holding more than 1% of the Total No. of Shares (as of Sep, 2011)

SI. No. Name of the Shareholder No. of Shares Shares as % of Total No. of Shares

1 Life Insurance Corporation of 45,588,759 7.37

India
2 LIC of India - Market Plus 9,416,271 1.52
3 HDFC Standard Life Insurance 7,470,627 1.21

Company Ltd
4 Birla Sun Life Insurance 6,278,940 1.01

Company

Total 68,754,597 11.11
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Q2 FY12 — Result Highlights
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Particulars Q2 Q2 YoY Q1 QoQ H1 H1 YoY
(Rs.Cr) FY12 FY11 (%0) FY12 (%) FY12 FY11 (%)
Interest Earned 4395.39 | 2800.19 | 56.97% | 3992.58 | 10.09% | 8380.27 | 5467.71 | 53.27%
Interest 3129.00 | 1843.89 | 69.70% | 2804.95 | 11.55% | 5926.25 | 3605.15 | 64.38%
Expended

Net Interest 1266.39 | 956.30 | 32.43% | 1187.63 | 6.63% | 2454.02 | 1862.56 | 31.76%
Income

Non-Interest 427.17 | 27454 | 55.59% | 339.19 | 25.94% | 766.36 | 489.41 | 56.59%
Income

Total Income 1693.56 | 1230.84 | 37.59% | 1526.82 | 10.92% | 3220.38 | 2351.97 | 36.92%
Operating 786.73 | 615.18 | 27.89% | 724.22 | 8.63% | 1510.94 | 1272.40 | 18.75%
Expenses

Operating 906.83 | 615.66 | 47.29% | 802.60 | 12.99% | 1709.44 | 1079.57 | 58.34%
Profit

Provisions & 636.41 | 305.13 | 108.57% | 544.95 | 16.78% | 1181.36 | 464.14 | 154.53%
Contingencies

Profit before 270.42 | 310.53 | -12.92% | 257.65 | 4.96% | 528.08 | 615.43 | -14.19%
Tax

Tax 62.95 104.38 | -39.69% 52.08 | 20.87% | 115.03 | 208.84 | -44.92%
Profit after Tax | 207.47 | 206.15 | 0.64% | 205.57 | 0.92% | 413.05 | 406.59 | 1.59%
Equity share 618.75 | 544.80 618.75 618.75 | 544.80

capital (FV-

Rs.10)

EPS (Rs.) 3.35 3.78 3.32 6.68 7.46
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Strong business growth

IOB’s business grew 41% YoY in Q2 FY12 to Rs.2,90,744Cr. Deposits and advances grew 38% and 44%
to Rs.1,63,579Cr and Rs.1,27,166Cr respectively. The credit deposit ratio increased to 77.74% from
74.55% in Q2 FY11. On the credit book side, the agriculture, retail and SME sectors were the key
contributors to growth. On the deposits side, CASA share declined to 27.46% from 33.09% YoY on
account of a 50% jump in term deposits. The management expects business to touch Rs.3,25,000Cr &
credit growth of around 23% for FY12.

Decline in CASA & higher cost of deposits impacts margins

IOB saw a sharp 563 bps YoY decline in CASA to 27.46%. Management attributed this to higher traction
in term deposits relative to savings deposits due to elevated interest rate levels and migration from savings
to term deposit. The avg cost of deposits increased by 141 bps from 5.76% to 7.17% YoY in Q2
FY12.Consequently margins also declined by 16 bps YoY to 2.86%. The management expects CASA to
improve to 35% on the back of new branch openings & margins to remain steady at current levels
for FY12.

Non-interest income rises 55% YoY

In Q2 FY12, non-interest income grew 55.59% to Rs.427.17Cr, primarily on account of 32.52% YoY
growth in fee income, 48.84% YoY jump in recovery of written-off accounts and a 226.67% YoY jump in

profit from sale of investment.
Strain on asset quality

In Q2 FY 12, the bank’s gross NPAs rose 17% YoY and rose 18% QoQ to Rs.3898Cr. Since Q1 FY12, we
have witnessed a sequential increase in the GNPA level mainly due to slippages from the migration of
loan book to the CBS platform. In percentage terms, GNPA rose to 3.07% from 2.76% QoQ in Q2 FY12.
The 10B management expects that gross NPAs would remain flat at current levels on the back of

higher recoveries in FY12.

“1OB is expecting a capital infusion of up to Rs 1,450 crore from the Government by February 2012
OB's core tier-1 capital stood at 7.02 %as on September 30 and the Government has made it clear

earlier that it will ensure a tier-1 component of 8% in all banks”
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Quarterly Trends

Strain on asset quality
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Declining CASA
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Weak capital adequacy especially Tier-1
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Disclaimer:

Analyst Holding: Yes
Recommended to Clients: Yes
Relationship with Management: No

Persons into whose possession this document may come are required to observe these restrictions. This
material is for the personal information of the authorized recipient, and we are not soliciting any action
based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any
security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general
information of clients and Associates of arm research. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual
clients. We have reviewed the report, and in so far as it includes current or historical information, it is
believed to be reliable though its accuracy or completeness cannot be guaranteed. Neither arm research,
nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice.
Price and value of the investments referred to in this material may go up or down. Past performance is not
a guide for future performance. Certain transactions -including those involving futures, options and other
derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all
investors. Reports based on technical analysis centers on studying charts of a stock’s price movement and
trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a
report on a company's fundamentals. Opinions expressed are our current opinions as of the date appearing
on this material only. While we endeavor to update on a reasonable basis the information discussed in this
material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective
investors and others are cautioned that any forward-looking statements are not predictions and may be
subject to change without notice. Our proprietary trading and investment businesses may make
investment decisions that are inconsistent with the recommendations expressed herein. We and our
affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in,
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as a market maker
in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to
such company (ies) or have other potential conflict of interest with respect to any recommendation and
related information and opinions. 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. No part of this material may be duplicated in
any form and/or redistributed without arm research’s prior written consent.
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