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BUY 

Syndicate Bank Limited 
  
Syndicate Bank is a mid-sized PSU (Public Sector Unit) bank with its headquarters at 

Manipal in Karnataka. It has been in business for the last 85 years. It has the eighth-

largest branch network and the tenth-largest asset book among Indian banks. The bank 

has a pan India presence with its branch network expanded to all states and union 

territories except Manipur & Daman Diu. It has evolved from being a strong regional 

player to a formidable national player with improving fundamentals. Syndicate bank is 

firmly rooted in rural/semi-urban areas. The focus area of the bank is agriculture and 

SMEs (Small & Medium Enterprises). The main thrust of the bank during FY2010-11 

will be on increasing the share of low-cost deposits, improving asset quality, lending to 

priority sector, reducing NPA levels and increasing the fee-based income. Government 

of India has a shareholding of 66.47% in Syndicate bank.  

 

 

 

KEY INVESTMENT ARGUMENTS 
  

 Expansion of branch network and increase in customer base 

Syndicate bank opened 85 new branches in FY2009-10, out of which 50 were 

inaugurated on a single day i.e. on 11th March, 2010. A good number of these are 

in under-banked districts. With this addition, the total branches of the bank stood at 

2308 including an overseas branch in London. The bank‟s network now comprises 

of 666 rural, 552 semi-urban, 541 urban and 548 metro & port town branches. The 

bank also opened 2 new regional offices at Guwahati (Assam) and Moradabad 

(U.P.) for better control and monitoring. During the last financial year, the bank has 

entered 16 districts where it had no presence hitherto. All the domestic branches are 

networked under CBS (Centralized Banking Solution). The customer base of the 

bank increased to 2.45cr. in FY10 from 2.30cr. in FY09.  

 

 Syndicate bank set to enter asset management business 

Syndicate bank is in talks to acquire Bharti's stake in Bharti AXA Investment 

Managers, as part of its plan to enter the asset management business. Bharti AXA 

had Rs 692.7cr. AAUM (Average Assets under Management) in June 2010. Its 

portfolio is heavily skewed towards debt. Bharti AXA Investment Managers is 

looking to induct a partner from the banking industry to strengthen its distribution 

capabilities. Bharti Ventures holds 25% equity stake in the JV while AXA 

Investment Managers and AXA Asia Pacific Holdings own the balance 75%. AXA 

Investment Managers is a multi-expert investment manager backed by the AXA 

group of France. It manages both AXA group and third-party assets. 

 

 Agreement with Stock Holding Corporation for e-stamp vending 

Syndicate bank has signed an agreement with SHCI (Stock Holding Corporation of 

India) for e-stamp vending across the country. SHCI is the central record keeping 

agency appointed by the government of India, for the e-stamp project. Syndicate 

bank launched these services on May 14, 2010 in Bangalore. Initially, the bank will 

undertake e-stamp vending in Karnataka at 200 identified branches in a phased 

manner. A total of 40 branches have been designated for e-stamp vending in 

Bangalore alone. E-stamping is all set to replace conventional stamp papers. The 

Karnataka Government has stopped selling stamp paper as a retail article.  
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Source: BSE. Figures as on June 30, 2010. 

 

66%4%

12%

18%

Promoters FII DII Others

Investment Details 

CMP (Rs.)                     105.8 

Target (Rs.) 129.0 
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 Thrust on retail banking 

Retail lending continues to be the thrust area for the bank, due to better spread and 

net interest margins in this segment. During FY10 the growth in retail credit was 

12.5%, compared to FY09. Establishing tie-up with car manufacturers was one of 

the strategies adopted by the bank for accelerating the auto loans. „SyndVahan‟, the 

vehicle loan registered a growth of 20.0% in FY10 over FY09. 
‘SyndSwarnaExpress‟, the gold/jewellery loan rose by 27.8%. ‘SyndVidya‟, the 

education loan portfolio registered a growth of 26.8% and ‘SyndNivas‟, the housing 

loan portfolio grew by 10.4% in FY10 over FY09. The bank‟s total outstanding 

domestic retail loans and advances amounted to Rs.20,026.8cr. as on 31st March, 

2010, accounting for 25.3% of the total outstanding gross domestic advances.  
 

Source: Company     

 

 Improvement in NPA 

The bank is trying to improve its asset quality. Its gross NPA (Non Performing 

Assets) peaked in September 2009 quarter, as they formed 2.6% of gross advances. 

Since then the NPA have fallen, comprising 2.3% of gross advances at the end of 

June 2010 quarter. The bank will be able to press its lending accelerators only when 

it gets its asset quality back in shape.  

Syndicate bank has taken up the resolution of high value NPA by meeting large 

borrowers and settling the cases under „One Time Settlement‟ scheme at the 

corporate office level. The bank is taking a positive initiative to eliminate large 

number of smaller NPA accounts by organizing „Synd Adalats‟ at all branches 

throughout the year, giving opportunity to small and medium borrowers to settle 

their dues and for minimizing the litigation process. Special intensive recovery 

drives are in the process for maximizing recovery. A novel scheme of forming 

special recovery squad at regional level, for assisting the branches having high 

concentration of non-performing accounts has been introduced and is being 

successfully implemented. 

 

 Improvement in CASA deposits 

The bank is trying to focus on improving the share of low cost CASA (Current 

Account and Savings Account) deposits. Such deposits formed 32.9% of the total 

deposits of the bank, at the end of March 2010 quarter compared to 28.9% a year 

ago. Meanwhile, the bank is also focusing on retiring high-cost deposits.  

 

 Adequate capital adequacy ratio 

The CAR (Capital Adequacy Ratio) of Syndicate bank under Basel I stood at 

11.20% as on March 31, 2010.  The Tier I and Tier II ratios under Basel I was at 

7.26% and 3.94% respectively. The CAR under Basel II was 12.70%. The Tier I 

and Tier II ratios under Basel II, was at 8.24% and 4.46% respectively. Reserve 

Bank of India stipulates that banks need to maintain a CAR of 9% under Basel II, 

which is higher than the internationally prescribed percentage of 8%. However, the 

government has announced that it would ensure that CAR of public sector banks did 

not fall below 12%. As per Basel II norms, Indian banks should maintain Tier I 

capital of at least 6%. A bank with a higher CAR is considered safer because if its 

loans go bad, it can make up for it from its net worth. 
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FY09 FY10

              (Rs cr.) 

Retail Credit Scheme Amount 

Outstanding 

(March 31, 2010) 

% of Total 

Retail Loans 

Housing loans 7304.4 36.5 

Personal loans 5055.4 25.3 

Mortgage loans 2478.7 12.4 

Trader loans 1735.9 8.7 

Education loans 1459.0 7.3 

Loans against jewellery/gold 1410.0 7.0 

Others 583.4 2.9 

Total domestic retail loans 20026.8 100.0 
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 Increase in NIM 

NIM (Net Interest Margin) of the bank increased to 3.06% as on June 30, 2010 from 

2.12%, a year earlier. 

 

  Syndicate bank would benefit from recapitalization by the government 

Over the short-to-medium term, PSB‟s (Public Sector Banks) are likely to be 

adequately recapitalized by the GOI (Government of India), thus providing them 

with financial flexibility to implement future growth plans in a relatively under 

banked Indian market. Over the next three years Syndicate Bank requires Rs 

1,500cr. from GOI. The funds would help the bank to maintain its CAR above 12% 

till fiscal 2012. Indian banks may be upgraded by international rating agencies, 

following the government's decision to recapitalize PSB‟s. An upgrade will make it 

easier for them to raise funds in international markets. The capital infusion will also 

allow PSB‟s to meet any stringent regulatory requirements in the future. Syndicate 

bank also has the luxury of diluting its equity to raise additional capital as the GOI‟s 

shareholding in the bank is presently at 66.47%. The government in consultation 

with RBI, has increased the authorized capital of Syndicate bank from Rs. 1,500cr. 

to Rs. 3,000cr. 

 

 

 

 

KEY CONCERNS 

 

 Lending to government priority sectors 

Being a public sector bank, it cannot ignore government directives, national 

priorities and socio-economic obligations. So thrust is given to lending to 

agriculture, rural sector and SMEs (Small & Medium Enterprises) where fresh 

business opportunities are emerging. As government directs the PSB‟s to lend to 

these sectors at a lower interest rate, it has a sobering effect on the banks financials. 
Priority sector advances of the bank reached a level of Rs.32,713cr. as on March 31, 

2010 constituting 45.9% of ANBC (Adjusted Net Bank Credit)  against the 

mandatory level of 40%. 

 

 Growth in loan book not possible without increasing deposits 

The cumulative effect of retiring high cost deposits and increasing the base of low 

cost deposits is that the total deposits by and large have remained flat. Its credit-to-

deposit ratio is 73.8% as on March 31, 2010, which is on the higher side. Further 

growth in loan book will not be possible without increasing deposits. 

 

 Aggressive loan growth can lead to higher NPLs 

In case of an economic slow-down, aggressive loan growth can lead to higher NPL 

(Non Performing Loan) accumulation. 

 

 

 

 

VALUATIONS 

 
Syndicate Bank is a pan India PSB that concentrates on rural & semi-urban centers. The 

bank is presently focusing on increasing its share of CASA deposits and decreasing its 

NPA‟s. With e-stamping replacing the traditional stamp papers, the bank has been quick 

to sign an agreement with Stockholding Corporation of India Ltd. for e-stamp vending 

throughout the country. It is also in talks to acquire Bharti Venture‟s stake in Bharti Axa 

Investment Managers in order to enter the asset management business. The bank is 

presently concentrating on retail sales due to better spreads and margins in this segment. 

Syndicate bank, a Rs 5519.8cr. bank by market capitalization, is currently trading at a 

share price of Rs 105.75. The current EPS is Rs 15.6, which translates into a PE of 6.8. 

In terms of price to book value, it is currently available at 1.1. Given the growth 

prospects of the bank, the stock is an attractive buy.  

 

We recommend a “BUY” on the stock with an investment horizon of 12 months and 

target price of Rs. 129.  
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SWOT Analysis 

 

 

 

 
 

 

 

 

 

Strengths

- Pan India presence except Manipur and Daman & Diu with 

2308 branches. Presence in rural/semi-urban markets 

with 666 rural    & 552 semi-urban branches.

- NIM's increased to 3.06% as on June 30, 2010 from 

2.12%, an year earlier.

- Strong promoter in government of India which is expected 

to recapitalize the bank with Rs 1500cr.

- Strong customer base of 2.45cr. by the end of FY10 , an 

increase of 15 lacs in one year .

- Adequate capital adequacy ratio of 11.2% under Basel I  & 

12.7% for Basel II by FY10 end.

Weaknesses

- Lending to government priority sectors has sobering affect

on financials.

- High credit-deposit ratio of 73.8% as on March 31, 2010

with deposits remaining flat.

Opportunities

- Can further improve CASA which is @ 32.9% on March

31, 2010 compared to 28.9% an year ago.

- Can further improve NPA's @ 2.3% (gross) in Q1FY11 

compared to a peak of 2.6% in September 2009.

- Agreement with Stock Holding Corporation of India for

e-stamp vending across the country.

- Thrust on retail banking by launching schemes like

'SyndVahan', 'SyndVidya', 'SyndNiwas' etc.

- It is in talks for acquiring stake in Bharti Axa investment

Managers  to enter the asset management business. 

- Can furthe

Threats

- The developed nations have been pressing for a worldwide

banking tax that India has been resisting so far.

- Threat of strikes by bank unions to resist further reforms 

in the banking sector.

- It can lose its independent identity due to consolidation in 

the public sector banks.

- Government interference in the bank's business would 

always be a threat to its independent functioning.
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FINANCIAL STATEMENTS: 

Income Statement: Standalone 

   
Rs. Cr. 

 
Particulars Q1FY11 Q4FY10 Q1FY10 

QoQ 

(%) 

YoY 

(%) 

Interest Earned 2604.4 2513.3 2538.0 3.6 2.6 

Other Income 215.4 228.9 436.9 -5.9 -50.7 

Total Income 2819.7 2742.2 2974.9 2.8 -5.2 

Operating Expenses 2232.5 2189.7 2458.8 2.0 -9.2 

Operating Profit 587.2 552.5 516.1 6.3 13.8 

Provisions & Contingencies 234.6 263.2 160.0 -10.9 46.6 

APAT 265.4 168.2 261.6 57.7 1.5 

APATM (%) 10.2 6.7 10.3     

EPS 5.1 3.2 5.0 57.8 1.4 

Capital Adequacy Ratio-Basel I 12.4 11.2 13.4     

Gross Non Performing Assets (%) 2.3 2.2 1.9 

 

  

Net Non Performing Assets (%) 1.1 1.1 1.0     

Return on Assets 0.8 0.6 0.8     

 

Financials: Standalone 

   
   Rs. Cr. 

   
  201003 200903 200803 200703 200603 200503 

5 yr CAGR 

% 

Share Capital 522.0 522.0 522.0 522.0 522.0 472.0   

Networth 5222.9 4595.1 3865.2 3188.5 2637.6 1999.9   

Capital Employed 138646.8 129840.7 106706.0 88839.2 60894.7 51929.6   

Interest Income 10047.2 9525.4 7906.3 6040.1 4050.4 3757.6 21.7 

Other Income 1167.5 914.7 890.1 618.5 562.0 590.4   

Total Income 11214.6 10440.0 8796.4 6658.6 4612.4 4348.0 20.9 

Operating Expenses 9340.9 8768.6 7328.1 5276.0 3604.4 3328.0 22.9 

Operating Profit 1873.7 1671.5 1468.3 1382.6 1008.0 1020.1 12.9 

Provisions & Contingencies 699.7 646.7 463.5 654.7 456.5 586.6   

Provision for Taxes 360.7 111.9 156.7 11.8 15.0 30.5   

Extraordinary Items 
    

-84.5 -148.6   

APAT 813.3 912.8 848.1 716.1 621.0 551.5 8.1 

CEPS (Rs.) 16.8 19.2 17.8 14.9 10.8 9.1   

EPS (Rs.) 15.6 17.5 16.2 13.7 11.9 11.7   

Dividend % 30.0 30.0 28.0 28.0 25.0 20.0   

Operating Cash Flows -1711.5 2521.5 2372.2 4119.2 1159.8 -3613.5   

Free Cash Flows -1769.9 2424.6 2259.3 3925.6 1076.1 -3668.7   

Credit-Deposit (%) 73.8 69.0 66.6 66.6 63.3 53.3   

RoNW % 16.6 21.6 24.1 24.6 26.7 29.7   

APAT Margin % 8.1 9.6 10.7 11.9 15.3 14.7   

Capital Adequacy Ratio-Basel I 11.2 11.4 11.2 11.7 11.7 10.7   

Capital Adequacy Ratio-Basel II 12.7 12.7           

Gross Non Performing Assets (%) 2.2 1.9 2.7 3.0 4.0 5.2   

Net Non Performing Assets (%) 1.1 0.8 1.0 0.8 0.9 1.6   

Return on Assets 0.6 0.8 0.9 0.9 0.9 0.8   

Market Cap/Sales 0.5             

PE Multiple 6.8 
     

  

P/BV Ratio 1.1             
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Disclaimer: This document has been prepared by Bajaj Capital Centre for Investment Research (BCCIR), a unit of Bajaj Capital 
Limited (BCL). BCL and its subsidiaries and associated companies form an integrated unit imparting investment banking, 
investment advisory and brokerage services in stocks, mutual funds, debt, real estate, personal finance etc. Our research 
analysts and sales persons provide important input into our investment banking and advisory activities. 

 
This document 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. We do not represent 
that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared 
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 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). The investment discussed or views expressed may not be suitable for all 
investors. 
 
Affiliates of BCL may have issued other reports that are inconsistent with and reach to a different conclusion from the 
information presented in this report. 
 
This report 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 BCL and affiliates to any registration or licensing requirement within such jurisdiction. 
The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons 
in whose possession this document may come are required to inform themselves of and to observe such restriction. 
 
BCL & affiliates may have used the information set forth herein before publication and may have positions in, may from time to 
time purchase or sell or may be materially interested in any of the securities mentioned or related securities. BCL and affiliates 
may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. 
Without limiting any of the foregoing, in no event shall BCL, any of its affiliates or any third party involved in, or related to, 
computing or compiling the information have any liability for any damages of any kind. Any comments or statements made 
herein are those of the analyst and do not necessarily reflect those of BCL and affiliates. 
 
This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed 
and may contain confidential and/or privileged material and is not for any type of circulation. Any review, retransmission, or any 
other use is prohibited. 
 
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. BCL will 
not treat recipients as customers by virtue of their receiving this report. 

 
Disclosure of interest: 
1. BCL and its affiliates have not received compensation from the company covered herein in the past twelve months for Issue 
Management, Capital Structure, Mergers & Acquisitions, Buyback of shares and other corporate advisory services. 
2. Affiliates of BCL are currently not having any mandate from the subject company. 
3. BCL and its affiliates do not hold paid up capital of the company.   
4. The Equity Analyst and his/her relatives/dependents hold no shares of the company covered as on the date of publication of 
research on the subject company. 
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