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HNB.N - HOLD  

HNB.X -BUY 

 Highlights 
Á For the FY2009 HNB recorded a net profit growth of 35% YOY. However, 

large portion of this growth was due to the Rs 730Mn nonperforming 
loan recoveries that HNB made during this period. 

Á These recoveries were due to aggressive recovery action taken by the 
bank, and recovery made on account of Kabool Lanka (Pvt) Ltd. 

Á LŦ Ib. ƘŀŘ ƴƻǘ ƳŀŘŜ ǘƘŜǎŜ ǊŜŎƻǾŜǊƛŜǎ Ib.Ωǎ ƴŜǘ ǇǊƻŦƛǘ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ 
would have only shown a growth of 12% YOY basis. 

Á Further, these recoveries also helped to improve banks non performing 
loans ratios as well as banks interest income margin. 

Á 5ǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ Ib.Ωǎ ƛƴǘŜǊŜǎǘ ƛƴŎƻƳŜ ƳŀǊƎƛƴ ƛƴŎǊŜŀǎŜŘ ǘƻ рΦпп҈ 
to 5.24%. 
 
 

 Recommendation  
 
Á On 5th March 2010, we upgraded our recommendation on both voting 

and nonvoting shares.  
Á Voting share we upgraded to a HOLD from a SELL recommendation whilst 

nonvoting share we upgraded to a BUY from a HOLD recommendation. 
Á During this period, voting share has outperformed the market by 1% 

whilst the non-voting share has outperformed the market by 4%. 
Á The voting share trades at 8.91 times 2010 earnings compared to a 

projected market multiple of 13 times 2010 earnings.  
Á With the non voting trading at a 26% discount to the voting share, we 

believe the non voting share still provides a more attractive entry point 
to HNB than the voting share. 
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HATTON NATIONAL BANK PLC                                  25
th
 March 2010 

Market Statistics as at 24th February 
2010 

Share Price-Voting Rs 180.50 

Share Price-Non Voting Rs132.75 

12M Low -Voting Rs 72.00 

12M Low- Non Voting Rs 34.00 

12M  High -Voting Rs 185.00 

12M  High- Non Voting Rs.145.00 

Market Cap- Voting Rs 34.2Bn 

Market Cap - Non Voting Rs6.1Bn 

ASPI 3722.72 

MPI 4320.60  

 

Analyst 

Varuni de Silva 
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Recommendation Recap 

HNB.N 

 

 

HNB.X 
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FY2009 Performance Snap Shot  

 

FY2009 Forecast Vs Actual 
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Deposit Growth 

Á During the quarter                 4.9%   

Á During the year                     12.6% 

 

 
 
 
Á Deposit base as at                               

31
st
  December 2009 Ą Rs 214Bn 

 

 

 

 

 
Á HNBĄ has the second largest 

deposit market share amongst 
private Banks                                                                                      

 
 
 
 
Á Ib.Ωǎ ŘŜǇƻǎƛǘ ƳŀǊƪŜǘ ǎƘŀǊŜ  

decreased by 0.4% during the 
year  

 

 

 

 

 

 

 

 
Forecast 

Á With the prevailing low interest 

rate environment the potential 

for banks deposit base to grow 

at a high rate is very limited. 

Á However, the current 

consensus is that interest rate 

would pick up in the next 

couple of months. 

Á Therefore coupled with this and 

Ib.Ωǎ ǎǘǊƻƴƎ ƳŀǊƪŜǘ presence 

we believe that HNBΨǎ deposit 

portfolio growth would pick to 

15%YOY. 

 

 

 

4Q FY2009 - Performance Review  &  FY2010 Forecast Update   

Deposits  
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Net Loans and Advances Growth 

Á During the quarter                0.3%   

Á During the year                       3% 

 

 

 

Nonperforming Loans and 

Advances Growth 

Á During the quarter                 25%   

Á During the year                         8% 

 

Á HNB was the only bank under our 
coverage that managed to decrease 
its NPL on YOY basis. 
 
Á This was mainly due to  the 

aggressive recovery action and 
recovery made because of Kabool 
Lanka (Pvt) Ltd 
 
 

 
 

Á HNBĄ has the second largest net 
Loans and Advances market share 
amongst private Banks 
 
                                                        
 
 
Á HNB managed to increase its market 

share by 1% during the year 
 

 

 

 

 
Forecast 

Á 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. 

 

 

 

 

 

 

 

 

 

 

 

 

Loans and Advances  
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4Q2009ĄQOQ Basis 

 
Á Interest income                    4% 

Á Interest expenses                 9% 

Á Net interest income         2.7% 

 

Interest income margin 

increases to 5.44% from 5.24% 

during the FY20101 

 

 
 

 

 
Forecast 
 
Á Even though we expect the 
ōŀƴƪΩǎ ƭƻŀƴ ǇƻǊǘŦƻƭƛƻ ǘƻ 
increase significantly,   we do 
not expect  interest income of 
the bank to show significant 
growth in FY2010 due to the 
low level of interest rates 
when compared with the 
interest rates during the first 
half of FY 2009. 

 
Á Due to the same reason we 

expect  the interest expenses 
of the bank decrease slightly  
on YOY basis in FY2010 

 
Á However, we expect that HNB 

will be able to maintain the 
interest income margin in the 
range recorded in 4Q2009. 

 
Á Therefore based on these  

assumption our forecast for 
the net interest income 
growth for the FY2010 is 11% 

 

 

 

 

 

 

 

Interest Income and Expenses   

 

 

 

 


