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Key Stock Data

CMP Rs1,364 Bloomberg / Reuters  HDFCB IN/HDBK.BO
Asset quality deteriorated due to seasonality Potential upside/downside  36%  Sector Bank

Previous Rating BUY  shares o/s (mn) 5,555
Summary Market cap. (Rs mn) 7,576,597
HDFC Bank’s asset quality deteriorated as GNPA stood at 1.28% vs 1.17% due to im 3m  -1m 3 daily average value (Rsmn) 4510
seasonality (higher Agri NPA in Q1). Annualized slippage ratio increased to 2.0% Absolute 65 (69) (10.4) 52-weekhigh/low Rs1,724/1,272
vs 1.6% QoQ. Credit growth remain robust at 21.6% YoY vs 20.8% (FY22) led by Rel to Sensex 51 10 (11.5) Sensex/Nifty 53,761 / 16,049

retail and commercial banking segments. Restructured assets declined to 0.8%
of advances vs 1.4% (QoQ) led by recoveries and write offs. Deposits growth

V/s Consensus

Shareholding Pattern (%)

improved and stood at 19% YoY. NIl grew slowly by 14.5% YoY, however NIMs EPS (Rs) FY23E FY24E  Promoters 25.7
remain stable. PPoP grew by 1.5% YoY due to treasury loss of Rs.13bn; fee IDBI Capital 775 88.2 Fl 32.3
income grew by 38% YoY. Provision declined by 34% YoY resulted into low credit Consensus /81 912 DI 18.8
cost at 0.9% vs 1.0% in Q4 FY22. Thus, PAT grew by 19% YoY. We maintain BUY % difference (08 (.3 Public 232

rating with the revised target price of Rs.1,860 (earlier Rs.2,020) based on P/BV . .
Financial snapshot (Rs mn)

of 3.2x FY24 (earlier 3.5X) as merger impact needs to be seen.

Year FY2020 FY2021 FY2022 FY2023E FY2024E
Key Highlights and Investment Rationale NI 561,862 6,48,796  7,20,096  8,51,904 9,87,504
B Credit growth improvement continues: HDFCB reported improvement in Net Profit 262,573 3,11,165  3,69,614  4,29,594 4,89,122
credit growth to 21.6% YoY vs 20.8% YoY. Corporate and Wholesale book grew EPS (Rs) 47.9 56.4 66.7 77.5 88.2
by 15.7%, Commercial book grew by 29% YoY and retail book grew by 22% ABV (Rs) 308.0 363.9 427.6 497.6 579.3
YoY. Also, Deposits growth remains improved at 19.2% YoY: CASA deposits PER () 28.5 24.2 20.5 17.6 155
grew by 20% resulted CASA ratio at 45.8%. AV, 4.4 3.7 3:2 2.7 24
ROE (%) 16.40 16.61 16.66 16.54 16.19
B Asset quality deteriorated due to seasonality: Asset quality deteriorated with ROA (%) 1.89 1.90 1.94 1.93 1.89
GNPA at 1.28% vs 1.17% YoY due to higher Agri NPA (seasonally). NIMs remain GNPA (%) 1.62 1.46 1.17 1.92 2.08
stable QoQ; however re-pricing of loans should reflect in next 2 quarters. NNPA (%) 0.36 0.40 0.32 0.30 0.25
CAR (%) 18.52 18.79 18.90 17.90 17.12

B OQutlook: We need to watch for merger impact on the HDFC bank’s regulatory
requirements if RBI does not allow dispensation. However, banks focus on
liability and PSL requirements could get through. We remain structurally
positive on HDFCB given its superior credit underwriting, structurally better
NIM and the ability to maintain higher RoA among its peers.

Source: IDBI Capital Research
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Conference Call Highlights

Operational Performance:

Had a trading and MTM loss of 1,312 Crs in Q1FY23 vs. gain of 600 Crs in Q1FY22 due to spike in
benchmark yield during Q1FY23.

Other income of around 1,080 Crs were due to recoveries from written off accounts and dividends from
subsidiaries.

Tech spends ranges around 8-9% of the total operating expenses. It may see some fluctuations during the
guarter but for the entire year it would continue to be in the same range.

Acquired 2.6 Mn new liability relationships during Q1FY23, witnessing a growth of 59% YoY and 10% QoQ.

Asset Quality:

Recovery and upgrades for Q1FY23 stood at 3,000 Crs (around 22 bps) while the write off were 2,400 Crs
(around 17 bps). Recoveries recorded as miscellaneous in other income amounts to around 23 bps of the
gross advances during the quarter vs. 14 bps in Q1FY22 and 26 bps in Q4FY22.

GNPA for Q1FY23 was 1.28% and if GNPA from Agri is excluded, GNPA is around 1.03% vs. 1.01% in
Q4FY22 and 1.26% in Q1FY22.

Cheque bounce rate across various retail product categories remain low compared to pre covid level
during June'22.

Slippage ratio for Q1FY23 was 0.5% and stood at around 7,200 Crs while the credit cost (annualized) for
Q1FY23 stood at 91 bps (vs. 1.67% for Q1FY22 and 96 bps in Q4FY22).Excluding the seasonal agri. and one
of slippage, the ratio during Q1FY23 stood at 38 bps.

Other:

Issued highest ever quarterly 1.2 Mn new credit cards during Q1FY23, witnessing a growth of 47% QoQ.

Have around 48.9% market share in cards receivable, 27.7% in card spends and around 47% in merchant
acquiring business.
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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

Q1FY23
3,51,720
1,56,906
1,94,814

4.16
63,882
2,58,697
35,002
70,016
1,05,018
40.6
1,53,678
31,877
1,21,801
29,841
24.5
91,960
16.6

450.6
1,60,47,600
1,39,50,677

Q1FY22
3,04,829
1,34,740
1,70,089

4.26

62,885
2,32,974
27,656
53,948
81,604
35.0
1,51,370
48,308
1,03,062
25,766
25.0
77,296

14.0

384.5
1,34,58,293
1,14,76,516

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

4.26
76,371
2,65,098
31,446
70,082
1,01,528
38.30
1,63,570
33,124
1,30,447
29,895
22.9
1,00,552
18.1

433.0
1,55,92,174
1,36,88,209

YoY (%)
154
16.5
14.5

-10 bps

1.6
11.0
26.6
29.8
28.7

557 bps

1.5

-34.0
18.2
15.8

-50 bps
19.0
18.4
17.2
19.2
21.6

(Rs mn)

QoQ (%)

5.2

7.6

3.2

-11 bps
-16.4
-2.4
11.3
-0.1

3.4

230 bps
-6.0
-3.8
-6.6
-0.2
158 bps
-8.5
-8.7

4.1

2.9

1.9
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Exhibit 2: ROE Decomposition

(%) FY20 FY21 FY22 FY23E FY24E
NIl 4.05 3.96 3.77 3.82 3.82
Fees 1.54 1.30 1.42 1.35 1.40
Other Income 0.14 0.24 0.12 0.20 0.18
Net Revenue 5.73 5.50 5.32 5.37 5.41
Op.Exp 2.21 2.00 1.96 2.03 2.08
Op.Profit 3.51 3.50 3.36 3.34 3.33
Provisions 0.88 0.96 0.79 0.77 0.80
PBT 2.64 2.54 2.57 2.58 2.53
Tax 0.75 0.64 0.63 0.65 0.64
ROA 1.89 1.90 1.94 1.93 1.89
Leverage (x) 8.67 8.75 8.60 8.58 8.55
ROE 16.40 16.61 16.66 16.54 16.19

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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Source: Company; IDBI Capital Research
Exhibit 5: Slippage ratio increased sequentially
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HDFC Bank | Q1FY23 Result Review [@ IDBI Capital

Exhibit 6: Net Interest margins continued to decline sequentially

6.00
5.00 - 4.40 4.26 4.39 4.44 4.26 4.16
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3.00 -
2.00 -
1.00 T T T T T
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—u—NIMs (%)
Source: Company; IDBI Capital Research
Exhibit 7: Asset Quality witnessed downtick during the quarter
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Source: Company; IDBI Capital Research



HDFC Bank | Q1FY23 Result Review [@ IDBI Capital

Exhibit 8: Deposits growth pace continued to improve sequentially
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Exhibit 9: RoA remained stable on YoY basis Exhibit 10: Cost to Income Ratio inched up
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Exhibit 11: Cost of Funds shows increased QoQ Exhibit 12: Yield on Advance improved sequentially
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Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research

Exhibit 13: Return on Equity continued to witness Exhibit 14: Credit Cost shows improvement

down tick (Annualized)
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Exhibit 15: Cost to Assets improved YoY 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

(Rs mn)

FY22 FY23E FY24E
7,20,096 8,51,904 9,87,504
11% 18% 16%

2,71,566  3,01,141 3,61,369
23,533 43,741 47,643
10,15,195 11,96,786 13,96,517
3,74,422  4,51,940 5,37,523
1,20,317 1,46,058 1,58,085
2,54,105 3,05,883 3,79,437
6,40,773  7,44,846  8,58,994
12% 16% 15%
1,50,618 1,70,753 2,05,350
4,90,155  5,74,093 6,53,644
1,20,541 1,44,499 1,64,522

25% 25% 25%
3,69,614 4,29,594  4,89,122
19% 16% 14%
66.7 77.5 88.2
16.66 16.54 16.19
1.94 1.93 1.89

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
27,89,054

17,09,860 20,37,209 24,00,929 27,94,599
92,31,409 1,14,75,023 1,33,50,602 1,55,92,174 1,86,03,580

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

23,93,106
51,17,385
80,81,683
18,48,172

8,44,075

31,62,609
55,81,074
98,59,898
16,75,778

8,29,409

1,24,45,406 1,53,05,113 1,74,68,705 2,06,85,351 2,39,03,366

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

40,300

4,91,739

8,66,187 11,94,705 15,23,269 13,02,251
99,37,029 1,13,28,366 1,36,88,209 1,64,25,851
39,18,267 44,37,282 45,55,357 51,64,898

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

5,39,311  4,59,259 8,57,678  9,43,446

1,24,45,406 1,53,05,113 1,74,68,705 2,06,85,351 2,39,03,366

(Rs mn)

FY24E

5,546
32,42,252
32,47,797

2,22,17,268
37,76,936
66,65,180
1,17,75,152
16,21,558
6,50,900
2,77,37,523

14,92,553
1,97,11,021
54,22,546
73,612
10,37,791
2,77,37,523

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

1.7
0.4
77.8
0.9

17.1
15.8

38.7
270.7
35.2
5.0
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

1.6
0.4
78.2
1.0

18.5
17.2

47.9
308.0
28.5
4.4
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

1.5
0.4
72.7
11

18.8
17.6

56.4
363.9
24.2
3.7
16.6
1.9

2.9

(%)

FY22 FY23E FY24E
16.8 19.3 194
20.8 20.0 20.0
11.0 18.3 15.9
11.7 16.2 15.3
18.8 16.2 13.9
7.2 7.5 7.6
3.5 3.7 3.7
4.1 4.1 4.1
48.2 47.0 47.0
36.9 37.8 38.5
2.0 2.0 2.1
1.2 1.9 2.1
0.3 0.3 0.3
72.7 84.5 88.1
0.8 11 11
18.9 17.9 17.1
17.9 16.6 16.0
66.7 77.5 88.2
427.6 497.6 579.3
20.5 17.6 15.5
3.2 2.7 2.3
16.7 16.5 16.2
1.9 1.9 1.9
3.0 2.6 2.4

12
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= Notes
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Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.
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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.

13



HDFC Bank | Q1FY23 Result Review E{D IDBI Capital

Analyst Disclosures

1, Bunty Chawla, hereby certify that the views expressed in this report accurately reflect my personal views about the subject companies and / or securities. | also certify that no part of our compensation was, is or will be directly or indirectly related to the specific

recommendations or views expressed in this report. Principally, | will be responsible for the preparation of this research report and have taken reasonable care to achieve and maintain independence and objectivity in making any recommendations herein.

Other Disclosure

IDBI Capital Markets & Securities Ltd.(herein after referred to as “IDBI Capital”) was incorporated in the year 1993 under Companies Act, 1956 and is a wholly owned subsidiary of IDBI Bank Limited. IDBI Capital is one of India’s leading securities firm which offers a full suite of
products and services to individual, institutional and corporate clients namely Stock broking (Institutional and Retail) , Distribution of financial products, Merchant Banking, Corporate Advisory Services, Debt Arranging & Underwriting, Portfolio Manager Services and providing
Depository Services. IDBI Capital is a registered trading and clearing member of BSE Ltd. (BSE) and National Stock Exchange of India Limited (NSE). IDBI Capital is also a SEBI registered Merchant Banker, Portfolio Manager and Research Analyst. IDBI Capital is also a SEBI registered

depository participant with National Securities Depository Limited (NSDL) and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI).
IDBI Capital and its associates IDBI Bank Ltd. (Holding Company), IDBI Intech Ltd. (Fellow Subsidiary), IDBI Asset Management Ltd. (Fellow Subsidiary) and IDBI Trusteeship Services Ltd. (Fellow Subsidiary).

IDBI Groupis a full-serviced banking, integrated investment banking, investment management, brokerage and financing group. Details in respect of which are available on www.idbicapital.com IDBI Capital along with its associates are leading underwriter of securities and
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