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HATTON NATIONAL BANK PLC 25" March 2010
» Highlights
HNBN - HOLD A For the FY2009 HNBcorded a net profit growth of 35% YOY. However,
large portion of this growth was due to the Rs 730Mn nonperforming
HNBX-B UY loan recoveries that HNB made during this period.

A Theserecoveries weredue to aggressive recovery action taken by the
bank and recovery made on account of Kabool Lanka (Pvt) Ltd
A LT Ib. KFER y2d YIRS GKSaS NBO2@SNA
would have only shown a growth of 12% YOY basis.
A Further, these resveries also helped to improve banks non performing
— - loans rati® as well as banks interest income margin.
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Share PriceVoting Rs 180.50 t0 5.24%.

SharePrice-Non Voting Rs132.75

12M Low-Voting Rs 72.00 » Recommendation

12M Low- Non Voting Rs 34.00 3 g ) )

12M High-Voting e EEE A On Marc_h 2010, we upgraded our recommendation on both voting
and nonvoting shares.

12M High Non Voting Rs.145.00 A Voting share we upgradeld a HOLD from a SELL recommendation whilst

Market Cap Voting Rs 34.8n nonvoting share we upgraded to a BUY from a HOLD recommendation.

4 - - - - 0

T (s N Wi Rs6.1Bn A Du_rlng this perlqd, voting share has outperformed the market by 1%
whilst the nonvoting share has outperformed the market £%6.

ASPI sr22.12 A The voting shardrades at8.91 times 2010 earnings compared to a

MPI 4320.60 projected market multiple of 13 times 2010 earnings.

A With the nonvoting trading at a26% discount to the votinghare, we
believe the non voting share still provides a more attractive entry point
to HNB than the voting share.
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Recommendation Recap
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FY200®PaformanceSnap Shot
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DepositGrowth 40 FY2009Performance Review & FY2010 Forecast Update
éDuring thequarter T 4% Deposits
A During the year 112.6%
RsBn == Deposits —— Deposit growth
250 A r 6%
F 5%
200 L 406
) . 150 A [ 3%
A Deposit base as at L 205
st
31" December 200%, Rs 218n 100 4 L 1o,
50 [ 0%
- 1%
0 F 2%
1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09
A HNB\ has the second largest .
deposit market share amongst Deposit MKT Share
private Banks ECOMB mDFCC EHNB u NDB ENTB B SAMP m SEYB u PABC
4Q09 28.8% 3.0% 26.2% 6.1% 12.9%
3Q09 28.6% 3.2% 26.1% 5.7% 13.4%
Al b. Qa RSLRZaAl Y
decreased by 0.4% during the 2Q09 28.6% 3.1% 26.7% 5.1% 13.3%
year
1Q09 28.6% 3.3% 27.1% 4.8% 14.1%
4Qo8 28.3% 3.0% 26.7% 4.5% 15.4%
3Qo8 28.2% 3.0% 26.3% 4.1% 17.0%
2Q08 28.2% 2.6% 26.3% 4.2% 17.1%
1Q08 28.2% o 26.6% 4.1% 17.4%
Forecast
Rs.Bn
A With the prevailingow interest 400" Deposits Deposits Growth [ 25%
rate environment the potential
for banks deposit base to grow L 20%
at a high rate is very limited. 300 1
A However, the current . 150
consensus is that interest rate LM °
would pick up in the next 200 4
couple of months. F10%
A Therefore coupled with this and
~ v 4 X 100 -
I b. Qa a i NPprgsanceY | L 506
we believe that HN® deposit
portfolio growth would pick to
15%YOY. 0 - + + + + + + + 0%
2005 2006 2007 2008 2009 2010F 2011F 2012F
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Net Loans and Advance&Srowth

Loans and Advances

A During thequarter 30.3% RsBn == Net loans —s— Net loan growth
A During the year 13% 200 4 [ 10%
180 A 8%
10 ] o
120 4%
100 A 2%
NonperformingLoans and oo ] 0%
AdvancesGrowth 40 - ~2%
, g th 1 20 - -4%
ADunngt equarter 25% pl . . . . . . 6%
A During the year 1 8% 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09
cC
AHNB was the only bank under our
coverage that managed to decrease
its NPL on Y ais RsBn = NPL —a— NPL Growth
Its : 18 A r 20%
16 4 F 15%
AThis was mainly due to the 14 A [ 10%
aggressive recovery action and = 12 - [ 32;"
- (]
recovery made because of Kabool 10 1 L 506
Lanka (Pvt) Ltd 8 1 - -10%
6 1 - -159%
4 1 L -20%
2 4 F -25%
0 + T T T T T T T T T F -30%
3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 10Q09 20Q09 3Q09 4Q09
) Net Loans and Advances MKT sha
A HNBA has thesecondargestnet mCOMB ®DFCC ®HNB ®NDB ®NTB ®SAMP ®SEYB ®PABC
Loans and Advancesarket share
. 4Q09 25.9% 7.2% 25.6% 8.2% 12.1% .6%
amongst privateBanks
3Q09 25.2% 7.6% 25.8% 7.6% 12.6% .6%
2Q09 25.0% 8.0% 24.8% 7.6% 13.5% .8%
A HNB managed to increase its market 1Q09 25.3% 7.9% 24.6% 7.7% 14.1% T%
share by 1% during the year
4Q08 25.4% 7.7% 24.6% 7.7% 14.7% 7%
3Q08 25.6% 7.9% 23.2% 8.2% 14.5% .6%
2Q08 25.9% 8.2% 22.9% 8.1% 14.5% 5%
Forecast 1Q08 26.3% 8.3% 23.1% 7.6% 14.5% 5%

A With the prevailing low interest
rate environment and the
expected economic upturn in
FY2010 we expect the loan
growth to pick up significantly
during FY 2010.
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Interest Income and Expenses




