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SENSEX

-0.8 -2.8 1.0 0.5 14.3

Banking

NIFTY

-0.9 -4.0 -0.2 -1.7 12.2

Central Bank Of India 2.1 -12.5 -9.5 -21.3 -32.8 -23.0 N/A Indian Bank -7.4 -16.4 -22.2 -47.7 -50.7 N/A

BSE BANKEX 

-1.2 -6.8 -10.9 -17.8 -1.1

Canara Bank 0.4 -15.6 -25.0 -34.8 -42.2 -24.6 N/A Syndicate Bank -6.4 -21.7 -19.4 -26.6 -9.8 3.0

BSE PSU 

-1.8 -5.3 -9.2 -18.5 -20.8

City Union Bank Ltd 0.3 -10.7 -15.4 -15.1 -24.4 4.1 6.7 United Bank of India -5.9 -11.6 -16.6 -32.6 -25.9 N/A

BSE REALTY 

-1.7 -3.5 -7.5 -26.5 -13.6

Housing Development Finance Corp 0.1 -2.7 -7.6 -4.8 1.1 19.1 22.8 Allahabad Bank -5.1 -15.7 -20.2 -46.4 -47.0 2.2

BSE 100

-0.9 -3.4 0.0 -2.4 11.5

ICICI Bank Ltd -0.3 -4.6 -13.1 -20.1 -23.4 -3.6 11.0 Manappuram General Finance & Leasing Ltd -5.0 4.4 32.5 -18.4 -54.3 N/A

BSE 500

-1.0 -3.6 -0.8 -3.7 8.2

Bajaj Finserv Ltd -0.4 -3.3 -4.7 -17.7 -27.2 -14.3 11.6 Infrastructure Development Finance Co Ltd -4.1 -11.2 -13.6 -27.4 -16.9 8.1

Europe & America Axis Bank Ltd -0.7 -8.4 -16.9 -26.3 -26.7 5.6 8.0 Andhra Bank -4.0 -9.8 -13.1 -21.9 -30.0 N/A

Dow Jones Industrial Avg.

-0.2 -0.2 4.1 4.6 18.7

Development Credit Bank Ltd -1.0 -7.2 -2.5 -2.0 -1.5 12.9 7.1 Mahindra & Mahindra Financial Services Ltd -4.0 -14.8 -15.1 -2.8 59.5 11.5

S&P 500

-0.4 -0.6 4.9 5.5 21.7

Yes Bank Ltd -1.1 -14.3 -21.2 -27.5 -30.1 1.0 8.5 LIC Housing Finance Ltd -3.6 -12.8 -28.4 -25.5 -28.7 6.6

NASDAQ Composite 

-0.4 0.0 5.8 8.1 22.2

State Bank of India -1.2 -4.4 -10.7 -23.0 -28.4 -14.1 5.9 Dhanlaxmi Bank Ltd -3.4 -10.5 -7.0 -34.0 -41.1 N/A

S&P Europe

0.0 -0.9 3.4 -1.2 7.8

Bank of Baroda -1.2 -3.7 -1.5 -19.0 -32.0 -15.9 N/A ING Vysya Bank Ltd -3.1 -7.6 -12.0 -12.5 39.6 N/A

Brazil Bovespa

-0.4 1.3 3.7 -12.0 -14.0

South Indian Bank Ltd -1.3 -3.9 -3.9 -7.5 -17.9 -6.0 N/A Vijaya Bank -2.9 -8.9 -9.7 -22.4 -24.3 4.0

Asia Power Finance Corp Ltd -1.4 -10.4 -17.2 -38.7 -42.2 -31.5 3.1 IDBI Bank Ltd -2.8 -6.2 -6.5 -24.9 -25.0 N/A

Nikkei 225

-3.3 -7.6 -0.1 -1.4 58.2

IndusInd Bank Ltd -1.4 -9.8 -11.3 -11.5 -4.9 23.8 15.6 Rural Electrification Corp Ltd -2.8 -14.8 -17.8 -26.5 -12.7 4.2

Hang Seng

-0.5 -0.3 5.0 -3.9 11.6

SKS Microfinance Ltd -1.5 3.7 -2.2 -19.2 -36.2 16.7 25.3 Reliance Capital Ltd -2.8 -4.3 7.3 2.4 8.7 14.2

S&P Asia 200

0.1 0.6 5.1 -2.8 18.9

Jammu & Kashmir Bank Ltd -1.6 -11.6 -9.5 -18.6 -16.3 22.4 4.9 Karnataka Bank Ltd -2.7 -11.3 -16.3 -37.3 -2.1 4.2

Straits

0.0 -0.5 2.7 -3.9 6.7

UCO Bank -1.7 -11.2 -0.8 -11.7 -18.0 -12.4 N/A Oriental Bank of Commerce -2.7 -12.2 -26.0 -43.0 -34.5 N/A

TWSE

-0.8 -1.6 0.3 -0.1 12.9

Corp Bank -1.7 -9.6 -14.9 -21.2 -35.1 -26.0 2.3 Kotak Mahindra Bank Ltd -2.6 -5.7 -8.2 -6.2 23.4 31.4

KOSPI

-0.6 -0.2 2.0 -3.3 3.0

HDFC Bank Ltd -1.7 -7.1 -5.2 -7.1 -3.4 7.9 17.8 Dena Bank -2.6 -14.0 -17.0 -36.4 -36.7 2.2

Baltic Dry Index 

-0.6 -5.3 -8.2 23.8 15.2

Bank of India -1.8 -14.9 -22.3 -45.0 -46.0 -39.1 N/A Union Bank of India -2.4 -16.1 -29.8 -46.6 -22.9 2.7

USD : INR

0.6 -0.5 -0.2 9.5 6.9

Shriram Transport Finance Co Ltd -1.8 -5.0 -11.4 -15.7 -18.7 9.2 8.6 Indian Overseas Bank -2.2 -8.3 -12.0 -31.0 -39.4 N/A

EUR : INR

0.7 0.2 1.6 11.2 15.7

Federal Bank Ltd -1.9 -10.9 -17.0 -25.6 -33.2 -17.0 N/A Punjab National Bank Ltd -2.0 -9.6 -10.3 -24.0 -20.1 N/A

GBP : INR

0.4 -0.2 0.9 8.5 4.7

Dewan Housing Finance Corp Ltd -1.9 -4.8 -8.8 -16.3 -29.2 0.2 3.7

CHF : INR

0.6 0.6 1.7 10.8 12.7

Real Estate

JPY : INR

-0.1 1.5 1.8 10.2 -14.6

Orbit Corp Ltd -1.3 -5.8 -6.4 -39.4 -64.9 -66.7 7.4 HDIL -5.1 -9.5 -4.7 -33.1 -55.7 2.6

Dollar index

0.1 -0.2 -1.6 0.0 -1.2

Godrej Properties Ltd -1.4 -4.5 -4.4 -18.0 -19.3 -0.8 17.8 Unitech Ltd -4.5 -9.3 -18.9 -36.4 -19.7 11.1

USD: AUD

-1.1 -2.1 -1.5 -12.2 -13.3

DLF Ltd -1.8 -0.4 -6.6 -29.0 -38.0 -16.0 31.4 Phoenix Mills Ltd -2.4 -5.2 -8.8 -13.6 31.6 19.7

USD: CNY

0.0 0.0 0.0 -0.5 -3.8

USD:EURO

-0.1 0.2 1.4 0.6 8.1

USD:YEN

0.3 -1.2 -1.4 0.8 25.6


Source: Bloomberg
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Policy rates Business growth

Repo,% 7.3 7.3 7.8 8.0 8.0 Credit Growth (%) yoy 17.0 16.0 NA NA NA

Reverse Repo,% 6.3 6.3 6.8 7.0 7.0 Deposit Growth (%) yoy 17.4 13.1 NA NA NA

CRR,% 4.0 4.0 4.0 4.3 4.8 CD Ratio (%) 78.1 77.4 NA NA NA

SLR,% 23.0 23.0 23.0 23.0 24.0 Certificate of deposit outstanding Rs bn 3248 3719 3321 3276 2286

Daily data

Commercial paper outstanding Rs bn 1037 989 1231 1273 962

Call Rate, % 10.1 7.0 7.6 8.0 8.1

Deposits rates

91 day T-Bill, % 11.0 7.4 7.6 8.0 8.2 1yr Deposit rate (SBI) 8.75 8.75 8.75 8.50 9.00

1-Yr Bond Yield, % 8.7 7.5 7.5 7.8 7.9

Lending rates

5-Yr Bond Yield, % 8.7 7.7 7.6 7.9 8.1 BPLR, % (SBI) 14.8 14.8 14.8 12.3

10-Yr Bond Yield,% 8.5 7.7 7.8 8.0 8.3 Mortgage rate, (HDFC Floating rate) 10.5 10.5 9.5 9.3 8.8

USD : INR 59.4 59.5 54.2 53.8 55.6 BASE RATE, % (SBI) 10.0 8.2 8.5 8.7 9.1

EUR : INR 78.9 77.6 71.0 72.2 68.2 Gsec yield (1yr) 11.0 7.4 7.6 8.0 8.2

GBP : INR 91.4 90.6 84.2 84.6 87.3 Corporate Bond Yield (1yr AAA) 8.7 7.5 7.5 7.8 7.9

CHF : INR 64.0 62.9 57.8 58.2 56.8 Corporate Bond Spread -2.3 0.1 -0.2 -0.2 -0.3

JPY : INR 0.6 0.6 0.6 0.6 0.7 6M LIBOR 0.4 0.4 0.4 0.5 0.7

Dollar index 81.8 83.1 81.7 79.3 82.8

Sector wise credit growth

EURO:USD 1.3 1.3 1.3 1.4 1.2 AGRI 15.9 12.9 21.8 24.4 8.1

USD:YEN 98.2 99.7 97.5 91.1 78.2 Retail 18.4 17.3 17.2 19.1 11.4

Weekly data

     Housing 19.9 18.5 19.1 17.4 11.2

Forex Reserves, $Bn 279 291 295 296 287      Credit Card 20.1 21.9 23.7 25.7 10.7

Government Borrowing, Rs Bn 1950 1350 300 5100 2190      Personal Loan 32.2 32.8 28.4 31.4 11.2

Monthly data

SERVICES 9.4 11.2 11.1 13.2 15.2

Inflation      Commercial real estate 5.2 4.6 4.0 2.9 11.6

   WPI,% 4.9 4.7 5.7 7.3 7.6       NBFC 8.5 15.8 16.5 30.3 30.9

   CPI,% 10.7 10.2 12.1 9.6 10.2       Trade 26.1 24.9 27.6 25.7 15.7

Index of Industrial Production,% -1.6 1.9 0.6 -1.0 2.5 INDUSTRY 14.5 13.4 16.0 17.7 19.1

8-core Industry,%  2.3 2.4 -2.4 2.2 7.2      Iron and steel 24.3 22.7 24.0 23.2 17.9

Exports, $ Bn 23.8 24.5 30.7 25.5 24.9      Chemicals 39.5 41.5 37.3 22.0 13.6

Imports, $ Bn 36.0 44.6 40.5 43.4 36.2      Textile 16.1 14.8 14.6 9.5 10.1

Trade Deficit, $ bn -12.2 -20.1 -9.8 -17.8 -11.2      Food processing 21.8 14.6 17.3 25.0 19.1

Quarterly data

     Telecom -4.0 -6.2 0.7 0.9 -6.0

GDP,% 4.5 - 5.3 5.5 6.0      Power 33.3 26.5 30.4 23.5 23.0

   Agriculture,% 1.1 - 1.2 2.9 4.1      Roads 17.4 14.8 17.7 19.5 25.8

   Industry,% 2.3 - 1.1 0.8 0.9

Valuation (1yr forward P/ABV)

   Services,% 6.0 - 7.1 7.4 8.1 PSB  1.4 1.7 1.6 1.8 1.5

Exports, $ Bn 84.8 - 74.2 72.6 80.0 Private 2.4 2.6 2.6 2.8 2.3

Imports, $ Bn 130.4 - 132.6 120.4 131.7 Premium (Private-PSB) 1.0 0.9 1.0 1.0 0.8

Trade Deficit, $ Bn -45.6 - -58.4 -47.8 -51.6 SBI 1.6 2.0 2.2 2.6 1.9

Invisibles, $ Bn 27.5 - 26.6 26.7 17.7 ICICI Bank 2.0 2.0 2.3 2.3 2.1

Current Account Deficit, $ Bn -18.2 - -31.8 -21.1 -34.0 AGRI 3.7 3.4 3.8 4.4 3.5

Net capital flows, $ Bn 23.9 - 16.1 16.6 17.2


Source: Bloomberg
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Manish Agarwalla (+9122 6667 9962 / magarwalla@phillipcapital.in)

Sachit Motwani, FRM (+9122 6667 9953 / smotwani@phillipcapital.in)
Indian Bank (INBK IN / Buy / TP 140 / CMP Rs 90) Q1FY14 Results - Core earnings under pressure 

PAT was marginally below expectation due to lower than estimated NII growth and higher tax provisions. Asset quality which had been deteriorating over the last few quarters saw some stability with slippages moderating to Rs 6.5 bn in Q1FY14 (Rs 13 bn in the last 2 quarters). The restructuring trend also moderated with fresh restructuring at Rs 6 bn.  

· Net Interest Income (NII) declined by -5% YoY to Rs 11 bn due to YoY NIM compression. On a QoQ basis also NIM declined by 14 bps to 2.74% due to 16 bps QoQ decline in yields owing to full impact of the base rate cut taken in Q4FY13 and increase in cost of deposit by 4bps QoQ to 7.1% (unlike QoQ decline reported by peer banks). The rise in cost of deposit is attributable to declining CASA which is down by 70bps QoQ & 245bps YoY. Going forward, the management has guided for NIMs of 2.7-3%.

· Advances grew by 16.3% YoY driven by strong growth in MSME (+31% YoY), Retail (+26% YoY), agri and overseas (+21% YoY each) segment. Deposits grew by 17.8% YoY on the back of strong growth in term deposits. CASA declined from 27.6% as on FY13 to 26.9% in Q1FY14.  

· Non-interest income more than doubled YoY to Rs 5.3 bn owing to sharp treasury gains during Q1FY14. Opex grew by 43.2% YoY on the back of higher staff cost as the bank continued to make adhoc provision for wage revision.    

· Asset quality stabilized with incremental slippages moderating to Rs 6.5 bn resulting in GNPAs of 3.41% (3.33% as on FY13) and NNPAs of 2.31% (2.26% as on FY13). PCR increased from 60% as on FY13 to 61.3% as on Q1FY14. The bank restructured loans worth Rs 6 bn taking the total outstanding restructured loan book to Rs 100.2 bn (9.17%). Excluding SEB (Rs35.4bn) & Air India (Rs5.7bn), the outstanding restructured asset stands at Rs59.1bn (5.4% of advances). 

Outlook and Valuation

While the management continue guide for stabilization in asset quality going forward, we maintain skepticism owing to the fact that slowing macro economic conditions have resulted rise in credit stress in corporate segment. NIMs are also expected to decline going forward as cost of deposits will remain sticky and yields are subject to downward pressure. This along with continued higher opex and credit cost owing to NPA ageing will result in a decline in earnings and return ratios. We forecast an 11% earnings decline in FY14E and consequently RoAs declining to 0.7% from 0.9% in FY13. The stock however has shed 50% of its value in the last 1 quarter making valuations highly attractive. We therefore maintain our Buy rating with a revised PT of Rs 140.
Corporation Bank (CRPBK IN / Buy / TP 400 /  CMP Rs 298) Q1FY14 Results - Asset quality deteriorates...

Corporation Bank’s Q1FY14 performance was marred by asset quality stress. Even though core earnings performance was strong on the back of stable business growth, NIMs and higher treasury profits, but higher NPA provisions (owing to asset quality pressures) resulted in a marginal PAT growth of 2.1% YoY to Rs 3.8 bn. Asset quality deteriorated with slippage ratio of 3% (annualized). However, the accretion to the stock of restructured book was stable at Rs 5 bn.  

Key highlights for Q1FY14

· Above industry average advances growth at 17.1% YoY coupled with stable NIMs at 2.26% (2.31% in Q4FY13) enabled the bank to deliver a strong NII growth of 19.3% YoY to Rs 9.7 bn. Yields declined by 14 bps QoQ to 11.37% reflecting the full impact of base rate cut in Q4FY13, while deposit costs were down 12 bps QoQ. 

· Advances grew by 17.1% YoY driven by strong growth in agri (+38% YoY), SME (+38% YoY) and retail (+31% YoY) advances. Deposits grew by 21.6% YoY driven by strong growth in term deposits. CASA mobilization continues to remain a challenge (CASA ratio of 19.6% vs 21.7% as on FY13).      

· Non-interest income grew by 77.4% YoY to Rs 5.8 bn largely due to strong treasury gains (Rs 2.8 bn) which is unsustainable. Core fee income increased by 17.3% YoY to Rs 2.4 bn. Provisions remained elevated at Rs 4.5 bn driven by higher loan loss provision.  

· Asset quality deteriorated with fresh slippages of Rs 8.7 bn and moderation in recoveries + up gradations resulting in a 65 bps QoQ increase in GNPA (%) to 2.37%. NNPAs also increased by 46 bps QoQ to 1.65%. PCR declined to 56.8% (62% as on FY13). Rs 4 bn of slippages came from large industry segment (from textiles, Pharma, infra). The bank also restructured loans worth Rs 5 bn in Q1FY14 taking the total o/s restructured book to Rs 72.3 bn. The stressed asset book (NNPA + std restructured) now stands at 7.9%.     

Outlook & Valuation

We expect Corporation Bank’s asset quality to remain under pressure amidst economic uncertainty. The bank is also likely to undergo change in guard which adds to the uncertainties about the bank’s future performance. The bank has a heavy concentration risk (relatively higher exposure to top 20 borrowers at 26% of advances) and given its higher infra exposure at 17.6%, we believe that further slippages in asset quality are very likely. We have modeled in a spike in fresh slippages over FY14-15E and consequently 60-70 bps increase in GNPAs from FY13 levels. Higher credit costs coupled with moderation in topline and fee income growth will exert pressure on earnings. We forecast Corp Bank’s earnings to decline in FY14E and consequently RoAs to reduce to 0.7% over FY14-15E from 0.8% in FY13. The bank also plans to get capital infusion from the govt which at CMP is Book value decretive. We have factored in capital infusion of Rs 8 bn from the govt in FY14E and fund raising via QIP in FY15E.  Given attractive valuations at 0.5x Adj BV (factoring in asset quality stress and book value dilution), we maintain Buy with a revised PT of Rs 400. 

Economic Calendar
	Date Time
	
	Event
	
	Survey
	ECO IN
	Prior
	Revised

	07/30/2013 05:00
	JN
	Overall Household Spending YoY
	Jun
	1.40%
	-0.40%
	-1.60%
	--

	07/30/2013 05:00
	JN
	Jobless Rate
	Jun
	4.00%
	3.90%
	4.10%
	--

	07/30/2013 05:00
	JN
	Job-To-Applicant Ratio
	Jun
	0.91
	0.92
	0.9
	--

	07/30/2013 05:20
	JN
	Industrial Production MoM
	Jun P
	-1.50%
	-3.30%
	1.90%
	--

	07/30/2013 05:20
	JN
	Industrial Production YoY
	Jun P
	-2.60%
	-4.80%
	-1.10%
	--

	07/30/2013 07:00
	AU
	Building Approvals MoM
	Jun
	2.00%
	-6.90%
	-1.10%
	-4.30%

	07/30/2013 07:00
	AU
	Building Approvals YoY
	Jun
	0.00%
	-13.00%
	-3.20%
	-2.20%

	07/30/2013 09:30
	JN
	Vehicle Production YoY
	Jun
	--
	--
	-6.20%
	--

	07/30/2013 10:30
	JN
	Small Business Confidence
	Jul
	--
	--
	49.6
	--

	07/30/2013 10:30
	IN
	Bloomberg July India Economic Survey
	
	
	
	
	

	07/30/2013 11:00
	IN
	RBI Cash Reserve Ratio
	30-Jul
	4.00%
	--
	4.00%
	--

	07/30/2013 11:00
	IN
	RBI Repurchase Rate
	30-Jul
	7.25%
	--
	7.25%
	--

	07/30/2013 11:00
	IN
	RBI Reverse Repo Rate
	30-Jul
	6.25%
	--
	6.25%
	--

	07/30/2013 11:30
	GE
	GfK Consumer Confidence
	Aug
	6.9
	--
	6.8
	--

	07/30/2013 12:30
	GE
	CPI - Saxony MoM
	Jul
	--
	--
	0.10%
	0.00%

	07/30/2013 12:30
	GE
	CPI - Saxony YoY
	Jul
	--
	--
	2.00%
	1.90%

	07/30/2013 13:30
	GE
	CPI - Brandenburg MoM
	Jul
	--
	--
	0.20%
	0.00%

	07/30/2013 13:30
	GE
	CPI - Brandenburg YoY
	Jul
	--
	--
	1.70%
	1.50%

	07/30/2013 13:30
	GE
	CPI - Hesse MoM
	Jul
	--
	--
	0.20%
	0.00%

	07/30/2013 13:30
	GE
	CPI - Hesse YoY
	Jul
	--
	--
	1.60%
	1.40%

	07/30/2013 14:00
	UK
	Lloyds Business Barometer
	Jul
	--
	--
	36
	--

	07/30/2013 15:30
	GE
	CPI - Bavaria MoM
	Jul
	--
	--
	0.10%
	0.00%

	07/30/2013 15:30
	GE
	CPI - Bavaria YoY
	Jul
	--
	--
	1.80%
	1.70%

	07/30/2013 17:30
	GE
	CPI MoM
	Jul P
	0.30%
	--
	0.10%
	--

	07/30/2013 17:30
	GE
	CPI YoY
	Jul P
	1.70%
	--
	1.80%
	--

	07/30/2013 17:30
	GE
	CPI - EU Harmonised MoM
	Jul P
	0.30%
	--
	0.10%
	--

	07/30/2013 17:30
	GE
	CPI - EU Harmonised YoY
	Jul P
	1.80%
	--
	1.90%
	--

	07/30/2013 18:30
	US
	S&P/CS 20 City MoM SA
	May
	1.40%
	--
	1.72%
	--

	07/30/2013 18:30
	US
	S&P/CS Composite-20 YoY
	May
	12.40%
	--
	12.05%
	--

	07/30/2013 18:30
	US
	S&P/CaseShiller Home Price Index NSA
	May
	--
	--
	152.37
	--

	07/30/2013 19:30
	US
	Consumer Confidence Index
	Jul
	81.3
	--
	81.4
	--

	07/30/2013
	GE
	CPI - Baden Wuerttemberg MoM
	Jul
	--
	--
	0.10%
	0.00%

	07/30/2013
	GE
	CPI - Baden Wuerttemberg YoY
	Jul
	--
	--
	1.70%
	1.60%

	07/30/2013
	GE
	CPI - North Rhine-West. MoM
	Jul
	--
	--
	0.20%
	0.00%

	07/30/2013
	GE
	CPI - North Rhine-West. YoY
	Jul
	--
	--
	2.10%
	1.90%

	29-31 JUL
	IN
	Eight Infrastructure Industries
	Jun
	--
	--
	2.30%
	--

	07/31/2013 04:31
	UK
	BRC Shop Price Index YoY
	Jul
	--
	--
	-0.20%
	--

	07/31/2013 04:35
	UK
	GfK Consumer Confidence
	Jul
	-19
	--
	-21
	--

	07/31/2013 04:45
	JN
	Markit/JMMA Manufacturing PMI
	Jul
	--
	--
	52.3
	--

	07/31/2013 05:20
	JN
	Loans & Discounts Corp YoY
	Jun
	--
	--
	2.06%
	--

	07/31/2013 07:00
	JN
	Labor Cash Earnings YoY
	Jun
	0.20%
	--
	0.00%
	-0.10%

	07/31/2013 07:00
	AU
	Private Sector Credit MoM
	Jun
	0.30%
	--
	0.30%
	--
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