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15t May 2008

Commercial Bank

of Ceylon Ltd

Recommendation
Voting -Sell
Non-Voting —Hold

Ticker
Voting -COMB.N
Non-Voting-COMB.X

Share Price*
Voting-Rs.135.50
Non-Voting-Rs.84.50

Market Cap*
Voting-Rs.31.608n
Non-Voting-Rs.1.368n

52 Week High*
Voting-Rs.228.75
Non-Voting-Rs.128.75

52 Week Low*
Voting-Rs.131.25
Non-Voting-Rs.64.50

ASPI*
2,609
MP1*
3,169

*CSE DATA as at 15t May
2008

Results Update -1Q2008

€ On 14" May 2008 - in the report “Some key

recommendation changes” we downgraded Commercial
Bank Non Voting to a Hold from the long term Buy
recommendation we had earlier as the continued
appreciation of the counter’s share price has seen it come

close to our 12 month forward target price of Rs.90.

Our Sell recommendation on the voting counter remains,
even though it has fallen in price to Rs.135.50, and
investors who have to have exposure to the counter are
advised to continue to switch from the voting counter to

the nonvoting counter.

Investors who do not have exposure to the counter
should however note that we do not anymore have a
Buy or LT Buy on the Non Voting Shares and feel out
performance relative to the index or fixed income might

be challenging even for the Non Voting Shares.
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In our report released on 27" December 2007 we recommended a long term buy on COMB
nonvoting and a Sell recommendation on COMB voting. Since then the COMB voting share
price has decreased by 6% whilst COMB nonvoting share price has increased by 16%.
During this period the ASPI gained 3%.

Our last report on Commercial Bank was released on 27" March 2008, In this report also we
reiterated the Sell recommendation on COMB voting share Long term buy
recommendation on COMB nonvoting share with a target price of Rs.90. Since then the
COMB voting share price has decreased by 1% whilst COMB nonvoting share price has
increased by 7%. During this period the ASPI gained 2%.

% Movement of the ASPILLCOMB.N & COMB.X since our
27th December 2007 report
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102008 Results Review

For the three months ended 31t March 2008, the Bank’s interest income increased by 4%
QOQ to Rs.8,883 million while interest expenses increased by 8% QOQ to Rs.5,901 million.
The net interest income recorded for the quarter was Rs.2,982 million, a decrease of 2%

QOQ basis. This was the second consecutive negative net interest income growth quarter

for the bank.

Non interest income of the bank increased by 9% on QOQ basis which helped the bank to

increase its net income for the period marginally by 1% QOQ to Rs. 4,277 million.

The non interest expenses of the bank decreased by 38% QOQ. However examining the
historical data of the past two years, the decline in noninterest expenses in the 1t quarter of
the year on a QOQ basis appears to be a seasonal effect rather than an impact due to

increased operational efficiency.

Due to the negative growth in the bank’s operating expenses, the operating profit for the

period after taxes increased by 15% on QOQ basis to Rs 1,000 million.

The banks deposit base increased by 1.6% to Rs. 189,104 million during the 3 months
period under review and total performing loans and advances increased by 1.8% to
Rs.175,637 million.

The bank witnessed a slight increase in its non-performing loans and the gross non-

performing advances ratio increased t03.44% from 3.02%.
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The analyst responsible for producing the report does not work for Capital Alliance Securities (Private) Ltd. This report has been
produced as part of an outsourced research relationship with a specialized research company engaged by Capital Alliance Securities
(Private) Ltd. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources, believed to be reliable. Capital Alliance Securities (Private) Limited however does not warrant its completeness or
accuracy. Opinions and estimates given constitute a judgment as of the date of the material and are subject to change without notice.
This report is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The recipient of this report
must make their own independent decision regarding any securities, investments or financial instruments mentioned herein.
Securities or financial instruments mentioned may not be suitable to all investors. Capital Alliance Securities (Private) Limited it’s
directors, officers, consultants, employees, outsourced research providers associates or business partner, will not be responsible, for
any claims damages, compensation, suits, damages, loss, costs, charges, expenses, outgoing or payments including attorney’s fees
which recipients of the reports suffers or incurs directly or indirectly arising out actions taken as a result of this report. This report is
for the use of the intended recipient only. Access, disclosure, copying, distribution or reliance on any of it by anyone else is prohibited

and may be a criminal offence.
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