Q4FY22 Result Review

HDFC Bank

Credit growth at 20%+; Asset quality improved

Summary

HDFC Bank reported improvement in credit growth to 20.8% YoY vs 14.0% YoY
(Q4FY21) supported by rise in commercial and rural loan growth (30% YoY and
10% QoQ).Recoveries and upgrades during the quarter was around 2,100 Cr.
Asset quality improved with GNPA at 1.17% vs 1.26% QoQ led by lower
slippages. Annualized slippage ratio declined to 1.3% vs 1.6% QoQ. Deposits
growth improved and stood at 16.8% YoY. NIl grew slowly by 10.2% YoY,
however NIMs remain stable. PPoP grew by 5.3% YoY as cost to income ratio
increased to 38.3%; fee income grew by 1.56% YoY. Provision declined by 29.4%
YoY resulted into low credit cost at 0.97% vs 0.95% in Q3 FY22. Thus, PAT grew
by 22.8% YoY. We maintain BUY rating with the target price of Rs.2,020 based
on P/BV of 3.53x FY24.

Key Highlights and Investment Rationale

H Credit growth improvement continues: HDFCB reported improvement in
credit growth to 20.8% YoY vs 14.0% YoY. Wholesale book grew by 17.4% and
retail book grew by 15.2% YoY. Also, Deposits growth remains improved at
16.8% YoY: CASA deposits grew by 22% resulted CASA ratio at 48.2% vs 46.1%
YoY.

B Asset quality improved; restructured assets stood at 15.7 Bn: Asset quality
improved with GNPA at 1.17% vs 1.32% YoY. Restructured loan stood at
15.7Bn. Bank guided for 10-20bps impact on asset quality.

B Outlook: We believe HDFCB to gain market share led by strong leadership
position across segments, large distribution, digital focus and strong capital
adequacy. We remain structurally positive on HDFCB given its superior credit
underwriting, structurally better NIM and the ability to maintain higher RoA
among its peers.
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Key Stock Data

Bloomberg / Reuters HDFCB IN/HDBK.BO

Sector Bank
Shares o/s (mn) 5,546
Market cap. (Rs mn) 8,123,386
3-m daily average value (Rs mn) 451.0

52-week high / low
Sensex / Nifty

Rs1,724 /1,292
58,339 /17,476

V/s Consensus

Shareholding Pattern (%)

EPS (Rs) FY22E FY23E FY24E Promoters 25.8
IDBI Capital 66.7 78.7 943 Fl 35.6
Consensus 67.3 79.5 93.2 ] 16.9
% difference (0.8) (1.0) 1.1 Public 21.7
Financial snapshot (Rs mn)
Year FY2020 FY2021 FY2022 FY2023E FY2024E
NII 5,61,862 6,48,796 7,20,095 8,44,080 10,04,681
Net Profit 2,62,573 3,11,165 3,69,615 4,36,409 5,22,688
EPS (Rs) 47.9 56.4 66.7 78.7 94.3
ABV (Rs) 308.0 363.9 433.9 494.5 573.1
PER (x) 30.6 26.0 22.0 18.6 15.5
P/ABV (x) 4.8 4.0 3.4 3.0 2.6
ROE (%) 16.4 16.6 16.7 16.8 17.4
ROA (%) 1.9 1.9 1.9 1.9 2.0
GNPA (%) 1.3 1.3 1.2 1.2 1.2
NNPA (%) 0.4 0.4 0.3 0.3 0.3
CAR (%) 18.5 18.9 18.8 184 17.9

Source: IDBI Capital Research
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Conference Call Highlights

Key Highlights (Overview)

LCR average for the quarter was 112%. The floor limit for LCR is around 110% and there are low chances of
further optimization. Comfortable at a range of around 110-115%.

Slippage Ratio for the quarter annualized was around 1.3% about 4,000 Cr vs. 1.6% in Q3 FY22.
Recoveries and upgrades during the quarter was around 2,100 Cr.

Write off during the quarter was 1,700 Cr. Restructuring for Covid’19 was around 15,700 Cr. 37% pertains
to those customers who preferred to restructure only one of their facility. Out of the remaining 63%, 41%
is secured and 59% is unsecured.

Credit Cost annualized for the quarter was 96 Basis Point which includes contingent provision of around 30
basis point.

Specific provision coverage ratio was 73%. As on 31st March’22 , total provision consisting of Fixed,
floating , contingent and specific provision was around 182% of gross non-performing loans.

Expanding network through association with Airtel Payment Bank, India Post Payment Bank and Manipal
Business Solutions having around 60 Mn, 50 Mn and 30 Mn customer network strength.

Market Share in advances has improved 10% to 11% during FY22. Incremental share of Credit Growth in
the economy was around 24%. In Deposits, Market Share has improved from 8.8% to 9.5% during the year.

Outstanding card as on 31st March’22 was 16.5 Mn. 8.2 Lakhs new Cards were added during Q4 FY22.
Added 21.8 Lakhs cards since withdrawal of the embargo that was imposed by RBI.

In Q4 FY22, received a total of 234 Million visits on HDFC Bank website averaging 29 million unique
customers per month registering a YoY growth of around 8%. As per analysis, HDFC Bank website had 35-
75% more visits on its website as compared to its peers. Close to 57% of the visits were through mobile
devices.
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Exhibit 1: Quarterly Snapshot

Year-end: March
Interest Income
Interest Expenses
Net Interest Income
NIM Calc.(%)
Non-Interest Income
Operating Income
Staff Cost

Other Op Exp

Total Operating Expenses
Cost to Income (%)
Operating Profit
Provisions

PBT

Tax

-effective tax rate
PAT

EPS (Rs)

BV (Rs)

Deposits

Advances

Source: Company; IDBI Capital Research

Q4FY22
3,34,487
1,45,760
1,88,727

4.3

76,371
2,65,098
31,446
70,082
1,01,528
38.3
1,63,570
33,124
1,30,447
29,895
22.9
1,00,552
36.3

865.9
1,55,92,174
1,36,88,209

Q4FY21
3,04,236
1,33,034
1,71,202

4.4

75,939
2,47,141
26,789
65,024
91,813

37.2
1,55,328
46,937
1,08,391
26,526
24.5

81,865

29.7

739.1
1,33,50,602
1,13,28,366

Q3FY22
3,24,681
1,40,246
1,84,435

4.4

81,836
2,66,270
31,544
66,967
98,511
37.0
1,67,760
29,940
1,37,820
34,398
25.0
1,03,422
37.3

828.7
1,44,59,181
1,26,08,628

(Rs mn)

YoY (%)  QoQ (%)
9.9 3.0

9.6 3.9
10.2 2.3
-14 bps -18 bps
0.6 -6.7

7.3 -0.4
174 -0.3
7.8 4.7
10.6 3.1
115 bps 130 bps
5.3 -2.5
-29.4 10.6
20.3 -5.3
12.7 -13.1
-156 bps -204 bps
22.8 -2.8
22.1 -2.8
17.2 4.5
16.8 7.8
20.8 8.6
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Exhibit 2: ROE Decomposition

(%) FY20 FY21 FY22 FY23E FY24E
NIl 4.05 3.96 3.77 3.75 3.79
Fees 1.54 1.30 1.02 1.33 1.33
Other Income 0.14 0.24 0.52 0.20 0.21
Net Revenue 5.73 5.50 5.32 5.28 5.33
Op. Exp 2.21 2.00 1.96 1.95 1.94
Op. Profit 3.51 3.50 3.36 3.33 3.39
Provisions 0.88 0.96 0.79 0.74 0.75
PBT 2.64 2.54 2.57 2.59 2.64
Tax 0.75 0.64 0.63 0.65 0.66
ROA 1.89 1.90 1.94 1.94 1.97
Leverage (x) 8.67 8.75 8.60 8.67 8.80
ROE 16.40 16.61 16.66 16.81 17.37

Source: Company; IDBI Capital Research

Exhibit 3: One-year forward P/ABV
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Exhibit 4: Advances growth has continued to remain strong
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Exhibit 5: Slippage ratio has declined consistently
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Exhibit 6: Net Interest margins continue to see downtrend.
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Exhibit 7: Asset Quality showed strong improvement
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Exhibit 8: Deposits growth showed uptick
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Exhibit 9: RoA improves YoY basis Exhibit 10: Cost to Income Ratio inched up
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Exhibit 11: Cost of Funds shows gradual improvement  Exhibit 12: Yield on Advances dwindles YoY basis
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Exhibit 13: Return on Equity shows improved Exhibit 14: Credit Cost shows improvement
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Exhibit 15: Cost to Assets improved modestly Exhibit 16: CAR continues to remain strong
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Financial Summary

Profit & Loss Account

Year-end: March

Net interest income
Change (yoy, %)
Fees
Other Income
Net Revenue
Operating expenses
Employee expenses
Other expenses
Pre-Provision Profit
Change (yoy, %)
Provision
PBT
Taxes
Effective tax rate (%)
Net profit
Change (yoy, %)
EPS
ROE
ROA

FY19
4,82,431

1,72,325
3,933
6,58,689
2,61,193
77,618
1,83,575
3,97,496

75,501
3,21,995
1,11,215

34.54%
2,10,780

38.7
16.5
1.8

FY20
5,61,862
16.46%
2,13,006
19,602
7,94,470
3,06,975
95,257
2,11,718
4,87,495
22.64%
1,21,424
3,66,071
1,03,498
28.27%
2,62,573
24.57%
47.9
16.4

1.9

(Rs mn)

FY22 3% k13 FY24E
7,20,095 8,44,080 10,04,681
10.99% 17.22% 19.03%
1,95,367  2,98,403  3,52,115
99,735 45,741 54,409
10,15,197 11,88,224 14,11,205
3,74,422  4,38,781  5,14,010
1,20,317  1,32,918  1,44,288
2,54,105  3,05,863  3,69,721
6,40,776  7,49,444  8,97,196
11.71% 16.96% 19.71%
1,50,619  1,66,243  1,98,695
4,90,157 5,83,201  6,98,501
1,20,542  1,46,792  1,75,813
24.59%  25.17% = 25.17%
3,69,615 4,36,409 5,22,688
18.78% 18.07% 19.77%

66.7 78.7 94.3
16.7 16.8 17.4
1.9 1.9 2.0

10
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Balance Sheet

Year-end: March
Capital
Reserves
Networth
Deposits
Current deposits
Saving deposits
Term deposit
Borrowings
Other liabilities
Total Liab. & Equity

Cash
Advances
Investments
Fixed Assets
Other Assets
Total assets

FY19

5,447
14,86,616
14,92,063

14,24,978
24,87,004
53,19,428
11,70,852

5,51,083

FY20

5,483
17,04,377

FY21

5,513
20,31,696

FY22

5,546
23,95,384

FY23E

5,546
27,86,163

17,09,860 20,37,209 24,00,929 27,91,709
92,31,409 1,14,75,023 1,33,50,602 1,55,92,175 1,85,48,828

17,42,479
31,03,771
66,28,773
14,46,286

6,73,944

21,21,821
40,35,001
71,93,780
13,54,873

7,26,021

23,93,110
51,17,390
80,81,680
18,48,172

8,44,075

31,53,301
55,64,648
98,30,879
19,53,266
10,57,859

1,24,45,406 1,53,05,113 1,74,68,705 2,06,85,351 2,43,51,662

8,13,476
81,94,012
29,05,879

40,300

4,91,739

8,66,187 11,94,705 15,23,269 14,94,068
99,37,029 1,13,28,366 1,36,88,209 1,61,52,087
39,18,267 44,37,282 45,55,357 56,09,373

44,319 49,093 60,837 66,920

539,311  4,59,259 8,57,678 10,29,214

1,24,45,406 1,53,05,113 1,74,68,705 2,06,85,351 2,43,51,662

(Rs mn)

FY24E

5,546
32,21,933
32,27,478

2,20,37,678
37,46,405
66,11,304
1,16,79,970
20,13,610
13,33,951
2,86,12,717

17,63,000
1,90,59,463
64,81,585
73,613
12,35,057
2,86,12,717

11
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Financial Ratios

Year-end: March

Growth

Deposits

Advances

NI

Pre-Provision Profit
Net Profit

Spreads

Yield on Assets
Cost of Funds

NIM

CASA

Operating Efficiency
Cost-to-Income
Cost-to-Assets
Asset Quality
GNPA

NNPA

Provision Coverage
Credit Cost

Capital Adequacy
CAR

Tier |

Valuation

EPS

ABV

P/E

P/BV

ROE

ROA

RORWA

Source: Company; IDBI Capital Research

FY19

17.0
24.5
20.3
21.8
20.5

9.3
5.2
4.5
42.4

39.7
2.3

1.4
0.4
71.4
0.9

17.1
15.8

38.7
270.7
30.6
4.7
16.5
1.8

2.4

FY20

24.3
21.3
16.5
22.6
24.6

9.0
5.0
4.4
42.2

38.6
2.2

1.3
0.4
72.0
1.0

18.5
17.2

47.9
308.0
26.0
4.0
16.4
1.9

2.7

FY21

16.3
14.0
15.5
17.7
18.5

7.9
4.1
4.3
46.1

36.3
2.0

1.3
0.4
69.8
11

18.9
17.9

56.4
363.9
22.0
3.4
16.6
1.9

2.7

(%)

FY22 FY23E FY24E
16.8 19.0 18.8
20.8 18.0 18.0
11.0 17.2 19.0
11.7 17.0 19.7
18.8 18.1 19.8
7.3 7.3 7.3
3.5 3.5 3.5
4.1 4.1 4.1
48.2 47.0 47.0
36.9 36.9 36.4
2.0 1.9 1.9
1.2 1.2 1.2
0.3 0.3 0.3
72.7 74.1 78.6
1.2 11 11
18.8 18.4 17.9
17.1 16.8 16.5
66.7 78.7 94.3
433.9 494.5 573.1
18.6 15.5 30.6
2.9 2.5 4.7
16.7 16.8 17.4
1.9 1.9 2.0
2.5 2.5 2.6

12
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= Notes

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital and associates 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 report

may come are required to inform themselves of and to observe such restriction.
E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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