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Key Stock Data 

 Bloomberg / Reuters HDFCB IN/HDBK.BO 

 Sector Bank 

 Shares o/s (mn) 5,471 

 Market cap. (Rs mn) 6,598,941 

 Market cap. (US$ mn) 89,971 

 3-m daily avgTrd value (Rs mn) 6,179.6 

 52-week high / low Rs1,304/739 

 Sensex / Nifty 39,983 / 11,763 

 

BUY 
 

TP Rs1,430 
CMP Rs1,199 
 Stable profitability growth; Collection efficiency at 97% 

 
 

HDFC Bank 
 Potential upside / downside 19% 

Previous Rating BUY 
 

Summary 
HDFC Bank’s proforma GNPA remain stable at 1.37% vs 1.36% QoQ; reported GNPA 

declined to 1.08%. Bank reported collection efficiency at 97% in September month 

which seems to be the best in the industry under current environment conditions. 

Profitability (PBT) impacted by contingent provisions (Rs.23bn) related to Covid-19 

impact. PAT grew by 18% YoY due to lower effective tax rate (25.7% vs 29.5% YoY) as 

PBT grew by 12% YoY. NII grew by 17% YoY against a loan growth of 16% YoY ; margins 

decline due to higher liquidity.  PPoP grew by 18% YoY as cost to income ratio improved 

(37% vs 39% YoY); fee income declined by 3% YoY as bank lost Rs.7bn on account of 

Covid-19. We believe that HDFCB would see the best revival in growth within the 

sector. We introduce FY23 estimates in this report. We roll-over to FY23E and re-iterate 

‘BUY’ with a new TP of Rs.1,430 (earlier Rs.1,270) based on P/Bv of 3.1x FY23E.  

Key Highlights and Investment Rationale 
 Credit growth declined while deposit growth remains strong:  HDFCB reported credit growth 

of 16% YoY (3.5% QoQ) lower as compared to 21% YoY (Q1FY21). However, it seems to be the 

highest among its peers and company continue to gain market share. Domestic Corporate 

book growth remains strong at 27% YoY (38% Q1FY21). While Retail book growth lower at 5% 

(7% Q1FY21) affected by lower disbursements in vehicle loan portfolio due to cautious 

approach. Deposits growth remains strong at 20% YoY (3.4% QoQ); CASA deposits grew by 

27.5% resulted CASA ratio at 41.6% vs 40% YoY.  

 Proforma GNPA remains stable; NIMs declined QoQ: Asset quality improved sequentially 

with GNPA at 1.08% vs 1.36% QoQ; however its adjusted proforma GNPA remain stable at 

1.37% vs 1.36% QoQ. Bank reported collection efficiency at 97% in September month which 

needs to be observed for sustainability in H2FY21. PCR improved to 84% vs 76% QoQ along 

with contingent provisions of Rs.23bn; Core Credit cost comes in at 0.91% vs 1.08% QoQ (0.9% 

YoY). Reported NIMs declined to 4.1% vs 4.3% due to higher liquidity on the balance sheet. 

Management guided for NIMs to remain in the range of 4.0-4.5%.   

 Outlook: HDFC Bank continues to command highest market share amongst private banks. We 

believe HDFCB to traverse through these tough times and will 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. 

 

 EPS (Rs) FY21E FY22E FY23E 

 IDBI Capital 46.3 63.2 75.6 

 Consensus 49.1 62.4 77.5 

 % difference (5.8)  1.2   (2.4) 
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HDFC Bank Ltd. Sensex

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY2019 FY2020 FY2021E FY2022E FY2023E 

NII  482,431  561,862 627,173 713,774 811,689 

Net Profit  210,780  262,573 254,021 346,309 414,566 

EPS (Rs) 38.7  47.9 46.3 63.2 75.6 

ABV (Rs) 270.7 308.0 348.2 403.3 463.6 

PER (x) 31.0 25.0 25.9 19.0 15.9 

P/ABV (x) 4.4 3.9 3.4 3.0 2.6 

ROE (%) 16.5 16.4 13.8 16.5 17.3 

ROA (%) 1.8 1.9 1.6 2.0 2.0 

GNPA (%)  1.4  1.3 2.2 2.1 2.1 

NNPA (%)  0.4  0.4 0.6 0.3 0.3 

CAR (%) 14.6  17.1 15.8 16.0 16.3 

Source: Company; IDBI Capital Research 

 

  -1m -3m -12m 

 Absolute 9.6   12.9   (1.8) 

 Rel to Sensex 7.9   3.2   (5.4) 

 Price Performance (%) 

 Promoters 26.0 

 FII 37.4 

 DII 18.1 

 Public 18.5 

 Shareholding Pattern (%) 

 V/s Consensus 

 October 18, 2020 
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Conference Call Highlights 

Wholesale banking 

 During the quarter, saw a strong QoQ pick up as well as strong growth in customer assets and CASA in the range of 

35-40%. 

 Corporate collection was higher 50% YoY and 41%QoQ. September collection was 14.5% higher than September 

2019. 

 Added 1,550 new customers in wholesale SME (3x of Q1FY21) while disbursement were 2.65x in value (all time high 

>Rs 50bn). 

 Corporate banking seen stellar growth of 40% YoY and 3-4% QoQ. 

Retail Banking 

 Overall basis seeing double digit sequential MoM growth in Q2FY21 while stands at 90% monthly pre-covid level. 

 Enquiries level scaling at pre-covid level while exceeding in some business segment in September. 

 Seeing double digit incremental growth from government segment and rural-semi urban (secured & unsecured 

business). 

 Unsecured business will be at pre-covid level by October end while LAP and retail WC loans already touched pre-

covid level. 

 Cautious on MFI business and expect full scale recovery within next 90 days. 

 Unsecured personal loans- gearing up for next 3-5 months for digitised open market acquisition. 

 Retail asset had impacted in Q1FY21 but recent trend showing recovery while disbursal in Q2FY21 reached 82%-85% 

YoY and 2.5x QoQ. 

Internal Rating 

 Wholesale banking- Based on internal grading scale (1- safest, 10-riskest) it comes out on average 4.4 (same as AA 

rating) for last several quarters. Externally rated- 75% are either AAA or AA and 93% of A rated fall into that bracket. 

 Unsecured business rating comes out on average 3.5 while secured portfolio is in range of 4.58 and difference 

between this means 55% of lower probability of default. 
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Other Highlights 

 Average LCR stood at 153% for the quarter while this excess liquidity impacted NIM by 15 bps. 

 Credit cost net of recoveries in Q2FY21 was 26bps on advances. 

 Fees and commission impacted by Rs7,000mn due to lower activity on lower originations, wavier of fees etc. Within 

fees and commission, Retail constitutes 91% and wholesale is 9%. 

 Slippage ratio stood at 0.8% (Q2FY21) while Slippage would increase at 1.98% (in case no Supreme Court decision) 

as against 1.2% QoQ.  

 During the quarter, on boarded 1.8mn new liability accounts. 

 MSME-Earlier result of stress test of 9% currently it lowers at 3% (based on 30dpd) due to Government guarantee 

scheme while collateral stands at 85% level. 

 Retail portfolio- Demand resolution was 95% (September) and will improve further at 97% (October end) while Non 

moratorium portfolio demand resolution of 99%. 

HDB Financial 

 Seen slower advance growth whereas sales force has been focused towards collections. 

 RBI told that will revert back to the way rest of the NBFC has account for NPA while asked to follows what banks do. 
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Exhibit 1: Quarterly Snapshot (Rs mn) 

Year-end: March Q2FY21 Q2FY20 Q1FY21 YoY (%) QoQ (%) 

Interest Income 299,770 281,663 303,780 6.4 (1.3) 

Interest Expenses 142,006 146,512 147,126 (3.1) (3.5) 

Net Interest Income 157,764 135,151 156,654 16.7 0.7 

NIM Calc.(%) 4.4 4.5 4.5 (13 bps) (6 bps) 

Non-Interest Income 60,925 55,887 40,753 9.0 49.5 

Operating Income 218,689 191,038 197,407 14.5 10.8 

Staff Cost 25,424 23,551 25,134 8.0 1.2 

Other Op Exp 55,127 50,506 43,980 9.1 25.3 

Total Operating Expenses 80,551 74,057 69,114 8.8 16.5 

Cost to Income (%) 36.8 38.8 35.0 (193 bps) 182 bps 

Operating Profit 138,138 116,981 128,293 18.1 7.7 

Provisions 37,035 27,007 38,915 37.1 (4.8) 

PBT 101,103 89,974 89,378 12.4 13.1 

Tax 25,972 26,524 22,791 (2.1) 14.0 

-effective tax rate 25.7 29.5 25.5 (379 bps) 19 bps 

PAT 75,131 63,450 66,587 18.4 12.8 

EPS (Rs) 27.3 23.2 24.3 17.7 12.5 

BV (Rs) 676.3 569.4 648.3 18.8 4.3 

Deposits 12,293,104 10,216,149 11,893,873 20.3 3.4 

Advances 10,383,351 8,969,838 10,032,989 15.8 3.5 

Source: Company; IDBI Capital Research 
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Exhibit 2: ROE Decomposition 

(%) FY19 FY20 FY21E FY22E FY23E 

NII 4.18 4.05 3.96 4.05 3.98 

Fees 1.49 1.54 1.46 1.49 1.49 

Other Income 0.03 0.14 0.07 0.06 0.06 

Net Revenue 5.71 5.73 5.49 5.61 5.53 

Op.Exp 2.26 2.21 2.10 2.12 2.09 

Op.Profit 3.44 3.51 3.39 3.49 3.44 

Provisions 0.65 0.88 1.25 0.86 0.73 

PBT 2.79 2.64 2.14 2.63 2.71 

Tax 0.96 0.75 0.54 0.66 0.68 

ROA 1.83 1.89 1.60 1.97 2.03 

Leverage (x) 9.04 8.67 8.63 8.39 8.50 

ROE 16.50 16.40 13.83 16.49 17.26 

Source: Company; IDBI Capital Research 

 

Exhibit 3: One-year forward P/ABV 

 
Source: Company; IDBI Capital Research 
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Financial Summary 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY20 FY21E FY22E FY23E 

Net interest income 561,862 627,173 713,774 811,689 

Fee Income 213,006 231,732 263,212 304,102 

Treasury Gains 19,602 11,186 11,357 12,989 

Operating Income 794,470 870,091 988,343 1,128,780 

Operating expenses (306,975) (332,780) (373,632) (426,302) 

 Employee expenses (95,257) (92,051) (106,182) (124,216) 

 Other expenses (211,718) (240,729) (267,450) (302,086) 

Pre-Provision Profit 487,495 537,310 614,711 702,478 

Provision (121,424) (197,846) (151,917) (148,467) 

 Loan loss Provisions (90,833) (142,199) (143,570) (138,228) 

 Other Provisions (30,591) (55,647) (8,347) (10,239) 

PBT 366,071 339,464 462,794 554,011 

Taxes (103,498) (85,443) (116,485) (139,444) 

Net profit 262,573 254,021 346,309 414,566 

Balance Sheet (Rsmn) 

Year-end: March FY20 FY21E FY22E FY23E 

Capital 5,483 5,483 5,483 5,483 

Reserves 1,704,377 1,958,398 2,232,045 2,560,738 

Networth 1,709,860 1,963,881 2,237,528 2,566,221 

Deposits 11,475,023 13,263,688 14,933,109 17,001,410 

Borrowings 1,446,286 417,340 816,089 1,439,913 

Total Liab. & Equity 15,305,113 16,393,896 18,845,068 21,986,654 

Cash & Bank with RBI 866,187 1,029,476 1,183,898 1,521,788 

Investments 3,918,267 3,539,023 4,032,044 4,627,231 

Advances 9,937,029 11,129,472 12,798,893 14,846,716 

Other Assets 539,311 647,173 776,608 931,929 

Total assets 15,305,113 16,393,896 18,845,068 21,986,654 

Source: Company; IDBI Capital Research 

 

Growth   (%) 

Year-end: March FY20 FY21E FY22E FY23E 

Growth     

Deposits 24.3 15.6 12.6 13.9 

Advances 21.3 12.0 15.0 16.0 

NII 16.5 11.6 13.8 13.7 

Pre-Provision Profit 22.6 10.2 14.4 14.3 

Net Profit 24.6 (3.3) 36.3 19.7 

Spreads 
 

   

Yield on Assets 9.0 8.9 8.9 8.8 

Cost of Funds 5.0 5.1 4.9 4.9 

NIM 4.4 4.3 4.4 4.3 

CASA 42.2 41.3 42.0 44.0 

Operating Efeciency 
 

   

Cost-to-Income 38.6 38.2 37.8 37.8 

Cost-to-Assets 2.2 2.1 2.1 2.1 

Asset Quality 
 

   

GNPA 1.3 2.2 2.1 2.1 

NNPA 0.4 0.6 0.3 0.3 

Provision Coverage 72.0 72.4 85.9 88.4 

Credit Cost 1.0 1.4 1.2 1.0 

Capital Adequacy     

CAR 17.1 15.8 16.0 16.3 

Tier I 15.6 15.3 15.2 15.0 

Valuation     

EPS 47.9 46.3 63.2 75.6 

ABV 308.0 348.2 403.3 463.6 

P/E 25.0 25.9 19.0 15.9 

P/ABV 3.9 3.4 3.0 2.6 

ROE 16.4 13.8 16.5 17.3 

ROA 1.9 1.6 2.0 2.0 

RORWA 2.7 2.2 2.5 2.6 
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Notes 
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Key to Ratings Stocks: 

BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto ±5%; REDUCE: -5% to -15%; SELL: -15% and below. 
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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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Analyst Disclosures 
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