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Stock data 

Ticker  Sber M.Cap, $ mn 64,760 
Shares Ords ’000  21,586,948 Free Float, %    40 
Shares Pref ‘000 1,000,000 Free Float, $ mn 25,904 
Bid Ords, $ 2.94 Offer Ords, $ 3.17 
Bid Prefs, $ 1.76 Offer Prefs, $ 1.76 

 
Market performance 

  1 month 6 months 

Absolute Ords -9.1% -22.1% 
Relative to RTSI Ords 6.5% -18.1% 
Price range, $    
High Ords 3.33 3.85 
Low Ords 3.01 3.01  

 
Financials, 2008Е 

Assets, $  mn 269,050 ROE  20.2% 
Book Value, $  mn 31,123 P/E 11.5 
Net income, $  mn 5,655 P/BV 2.1 

 
 
 
 

SBERBANK – Relative performance 

 
Source: RTS 
 

Å On July 25, Sberbank posted its 1Q08 IFRS financial  results. Net income 
grew by 16%, 5% below our forecast and 7% below the consensus forecast. 
ROE dropped from  24.5% in 1Q07 and 22.7% in 2007 as a whole to 19.1%, 
ROA also continued its downward trend  (2.4% against 2.9% in 1Q07 and 
2.6% in 2007). 
 
Å However, income from  the bankôs principal  banking activit ies (net interest 
and commission income) grew impr essively (+60% and +31% respectively). 
Net interest  income considerably exceeded both our expectations (by 9%), 
and the marketôs expectations (by 4%). Despite the  appreciable  
deterioration of conditions on global  financial markets , the bank managed to 
boost its net interest  margin  due to  the rapid growth of its   yield on assets 
(credits and securities) coupled with the continued low cost of attracting 
resources.  The cost of maintenance of term deposits for  individuals  
remained at the same level as in 1Q07 (6.2%), and grew in respect of term 
deposits for legal entities (from  4.6% to 6.1%); however, about 27% of 
customer deposits are on-demand deposits, and they cost the bank almost 
nothing  (1.1%). 
 
Å Operating income turned out to be 10 % lower than market expectations 
due to losses on the revaluation  of securities and foreign-exchange 
transactions. We note that 1Q08 was a difficult quarter  for banks because of 
the negative conditions prevalent on the  stock market.  
 

Å A negative surprise was the marked rise in the bankôs operating expenses 
(+56% compared to income growth of 39%). The bankôs expenses exceeded 
our expectations by 18%, which resulted in the reduction of the Cost/Income 
indicator from  51.7% in 1Q07 to 53.5%. Labor costs account for over 60% of 
Sberbankôs operating expenses.  Nevertheless, according to Mr. Anton 
Karamzin, Sberbank will do its  best to restrict  the growth of expenses in  
2008 as a whole to within 20 -22%, despite the higher inflationary  pressure. 
In our opinion , the prospect of keeping operating expenses within  20-22% 
remains doubtful , however, our model provides for  an increase of 35%, which 
is in line with  last yearôs trend and Karamzinôs forecast in April for 2008.   

 
 
Å With prices falling sharply on  the Russian stock market, the bankôs financial 
results were inter preted negatively by the market and this added to the 
downward pressure on the bankôs share price. Nevertheless, in our opinion, 
despite the bankôs slightly disappointing net income  and operating income, 
and especially sharp growth of expenses, the positive trend  of the bankôs 
income from its principal activit ies and moderately positive 1H08 RAS 
results hold out hope that the bank will reach its year-end target net income 
of RUR 130 -137 bln.  Our current estimat e of the fair value of Sberbankôs 
common shares remains $4.97  per share , and we maintain our BUY  
recommendation . We may revise our evaluation model for the bank based on 
the results of the conference call (July 28).  
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On July 25, Sberbank posted its 1Q08 IFRS financial results. Net income grew by 16%, which was 5% below our 
forecast and 7% below the consensus forecast. ROE dropped from 24.5% in 1Q07 and 22.7% in 2007 to 19.1%, ROA 
also continued to trend lower  (2.4% against 2.9% in 1Q07 and 2.6% in 2007 ). 
 
However, income from the bankôs principal  activit ies (net interest and commission income) grew impressively (+60% 
and +31% respectively). Net interest income considerably exceeded both our expectations (by 9%), and the marketôs 
expectations (by 4%). Despite the  appreciable  deterioration of conditions on global  financial m arkets, the bank 
managed to boost its net interest margin due to the rapid growth  in the yield from its assets (credits and securities) 
coupled with the continued low cost of attracting resources.  The cost of maintenance of term deposits for individuals 
remained on the same level as in 1Q07 (6.2%), and grew in respect of term deposits for legal entities (from 4.6% to 
6.1%); however, about 27% of customer deposits are on-demand deposits and they cost the bank almost nothing 
(1.1%). 
 
In 1Q08, a small overall  increase in client deposits (especially the stagnation in retail deposits) and limited access to 
external markets resulted in weak growth of the bankôs assets and loan portfolio. The growth of Sberbankôs indicators 
is, on the whole, in line with the market (assets +6%, credit portfolio  +8.1%, individual deposits +3.2%, and corporate 
deposits +8.5%). The bank continued reducing its securities portfolio and lowered its share in assets from 10.2% to 
8.4%.  Corporate deposits and credits grew rapidly , with the bankôs mortgage portfolio exceeding 17%. We note the 
rapid  rise in overdue loans with arrears of over 90 days (+13.8%), although the general level of troubled loans remains 
low.   

 
The bankôs operating income grew by 39%, which is 10 % below market expectations due to losses on the revaluation of 
securities and foreign-exchange transactions (altogether amounting to RUR 1.6 bln).  As a result, the share of primary 
income in the bankôs total operating income appeared to be very high (98%). We note that 1Q08 was a difficult quarter  
for banks because of the negative conditions prevalent on the  stock market.  

A significant  rise in operating expenses (+56% versus income growth of 39%) turned out to be a negative surprise and 
exceeded our expectations by 18%. This resulted in the reduction of the Cost/Income indicator  from 51.7% in 1Q07 to 
53.5%. Labor costs account for  over 60% of Sberbankôs operating expenses. The deputy Chairman of Sberbank Anton  
Karamzin said that the ris e of expenses as compared to 1Q07 is explained by both comparatively small sums of 
employee benefits, included in the 1Q07 report  (due to the delayed decision on benefits) and an increase in salaries 
(by 20-30%), implemented  in Autumn, 2007. Furthermore , in 1Q08 the bank recruited additional personnel ï the 
average number of employees grew by 2.4% in January-March, and the bank also expanded its branch office network  
(+52 offices).  

Nonetheless, according to Mr. Karamzin, Sberbank will do its best to restrict  the growth of expenses in 2008 as a 
whole to within 20-22%, regardless of the higher inflationary  pressure. At the end of the year the bank plans to reduce 
the number of its employees.  
  
In our opinion , the prospect of keeping operating expenses within  20-22% remains doubtful  ï for the last three years 
the growth rate of operating expenses never fell below 26%, despite the lower rates of inflation . However, our model 
provides for operating expenses to grow by 35%, in line with  last yearôs growth  and Mr. Karamzin ôs forecast in April for  
2008 .   
 
On the whole, the bankôs 1Q08 financials are ambiguous. Nevertheless, in spite of slightly disappointing net income 
and operating income, and especially the growth of expenses, the impressive growth of the bankôs income from its 
principal activit ies and moderately positive 1H08 RAS results hold out hope that the bank will reach its year-end target 
net income of RUR 130 -137 bln.  Our current estimat e of the fair value of Sberbankôs common shares remains $4.9 7 
per share , and we maintain our BUY  recommendation . We may revise our evaluation model for the bank based on 
managementôs conference call (July 28). 
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Table 1. Balance sheet , $ mln.  
 

  

 01.04.2008  Consensus 
SOVLINK 
forecast 

Deviation 
from 

SOVLINK 
forecast  

Deviation 
from 

consensus  

Early 
2007  

Changes 
by the 

beginning 
of the year 
(YTD), % 

Assets 5,231,818 5,211,000 5,235,185 0% 0% 4,928,808 6.1% 
Loans to customers 4,240,651 4,233,000 4,264,803 -1% 0% 3,921,546 8.1% 

Loans/assets, % 81.1% 81.2% 81.5%   79.6%  

Loans to retail clients (net) 1,017,793  1,013,281 0%  945,928 7.6% 

Share in loan portfolio, % 24.0%  23.8% 1%  24.1%  

Securities 437,246  439,848 -1%  503,339 -13.1% 

share in assets, % 8.4%  8.4% -1%  10.2%  

deposits of individuals 2,768,229  2,744,060 1%  2,681,986 3.2% 

share in liabilities, % 60.6%     62.5%  

deposits of legal entities 1,297,433  1,317,142 -1%  1,195,634 8.5% 

share in liabilities, % 28.4%     27.9%  
Shareholders’ equity 666,840         637,197 4.7% 

Source ï Company data, Sovlink estimates  

 
Table  2. IFRS  financials, 1Q08  
 

  
1Q08, 
actl 

Consensus 
SOVLINK 
forecast 

Deviation 
from 

SOVLINK 
forecast 

Deviation 
from 

consensus 
1Q07 

1Q08/1Q07, 
chg % 

Interest income 136,974  131,513 4%  90,765 51% 
Interest expenses -52,755  -53,968 -2%  -38,190 38% 
Net interest income 84,219 81,300 77,545 9% 4% 52,575 60% 
Net interest income after provisions for loan 
impairment  76,671  69,211 11%  52,947 45% 
Net commission income 17,623  17,588 0%  13,500 31% 
Operating income 96,288 106,900 90,270 7% -10% 69,052 39% 
Operating expenses -55,553  -47,101 18%  -35,523 56% 
PBT 40,735  43,169 -6%  33,529 21% 
Net income 31,112 33,500 32,808 -5% -7% 26,777 16% 

Source ï Company data, Sovlink estimates  

 

Table 3. Profitability indices, %  
 

  1Q08 1Q07 4Q07 2007 

Assets yield 12.0% 11.3% 11.8% 11.5% 
Funding costs -4.8% -4.7% -4.8% -4.8% 
Net interest spread 7.2% 6.6% 7.0% 6.7% 
Net interest margin 7.4% 6.6% 7.2% 6.8% 
Net interest income after provisions for loan impairment / Net operating income  79.6% 76.7% 56.3% 70.1% 
Net commission income/Net operating income   18.3% 19.6% 18.3% 19.6% 
ROE 19.1% 24.5% 23.6% 22.5% 
ROA 2.4% 2.9% 3.1% 2.5% 
Cost / Income 53.5% 51.7% 50.0% 55.4% 

Source ï Company data, Sovlink estimates  
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 Table  4. Sberbank  and  the  Russian  banking  market  

 
  

Late 2007 End 1Q08  

Аssets 24.5% 24.5% 
Shareholders’ equity 23.9% 23.3% 
Loans to individuals 31.0% 31.8% 
Loans to legal entities 33.1% 31.4% 
Deposits of individuals 52.0% 52.1% 
Deposits of legal entities 17.6% 18.0% 

Source ï Company data, Sovlink estimates  

 

Table  5. Basic 1H08 RAS results   

 

RUR bln 01.07.2008 01.04.2008 01.01.2008 

Growth 
from the 

beginning 
of the 
year  

 1Q, 
growth 

2Q, 
growth 

Shareholders’ equity 741.9 727.5 667.4 11.2% 9.0% 2.0% 

Loan portfolio (incl. interbank loans) 4,814.6 4,455.9 4,103.9 17.3% 8.6% 8.1% 

Loans to legal entities (excl. interbank credits) 3,585.2 3,329.8 3,076.7 16.5% 8.2% 7.7% 

Loans to individuals 1,140 1,013 947 20.4% 7.0% 12.6% 

Client deposits  4,592.1 4,160.3 3,943.1 16.5% 5.5% 10.4% 

Retail deposits  2,915 2,746 2,656.2 9.7% 3.4% 6.2% 

Enterprise assets 1,677.1 1,414.3 1,286.9 30.3% 9.9% 18.6% 

Source ï Company data, Sovlink estimates  
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