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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) 6,998,819 

 Market cap. (US$ mn) 101,051 

 3-m daily avgTrd value (Rs mn) 4,193.2 

 52-week high / low Rs1,304/1,012 

 Sensex / Nifty 41,945 / 12,352 

 

BUY 
 

TP Rs1,490 
CMP Rs1,278 
 Stable Credit growth; Retail growth remains weak 

 

HDFC Bank 
 Potential upside / downside +17% 

Previous Rating BUY 
 

Summary 
HDFC Bank reported strong profitability numbers, better than market and our 

estimates. PAT grew by 33% YoY led by higher other income (up 36% YoY). NII grew 
modestly by 13% YoY against a loan growth of 20% YoY due to a decline in its margins.  

PPoP grew by 20% YoY as cost to income rate improved to 38%; fee income growth 
remained strong at 23% YoY. In expectation of seasonal headwinds settling down, we 

have largely retained our estimates and maintain BUY with a TP of Rs.1490 valuing the 
stock at 4.1x P/ABV FY21.  

Key Highlights and Investment Rationale 
 Loan growth remains stable at 20% YoY: Loan growth remains stable at 20% YoY led by 

robust wholesale book. Domestic Corporate book growth continues to improve to 29% YoY 
(28% growth in Q2FY20). Retail book growth moderated further to 14% YoY (15% Q2FY20) 
affected by moderation in advances to the vehicle loan segment (2-3% YoY growth). Deposits 
growth improved to 25% with CASA remaining stable at 39.5%. Low CASA ratio is not a concern 
point given bank has increased its focus on garnering retail term deposits from its existing 
customers. 

 Asset quality remains stable; however slippage ratio higher: With better focus on risk 
management, asset quality has remained stable sequentially with GNPA at 1.42% vs 1.38% 
QoQ. GNPA/NNPA on absolute basis increased by 7%/ 18% QoQ, while slippage ratio at 2.33% 
vs 1.72% QoQ includes lumpy corporate accounts and agri slippages of Rs.15bn. PCR declined to 
300bps QoQ to 67%; Core Credit cost came in at 0.92% vs 0.9% QoQ (0.88% YoY). Ex-Agri GNPA 
stands at 1.2% vs. 1.1% YoY. NIMs remain stable QoQ at 4.2% with better mix of high yielding 
assets and decline in cost of funds. However, post shifting to external benchmark of repo rate, we 
need to watch for movement in NIMs.   

 Subsidiary HDB financials performance remains subdued: AUM grew by 15% YoY as of Q3FY20; 
PAT de-grew by 6% YoY in 9MFY20 as against 22% YoY growth in NII. This seems to be due to 
higher provisions as Stage 3 assets increased during the quarter.    

 Outlook: HDFC Bank continues to command highest market share amongst private banks. 
Bank has limited or no exposure to recently named few stressed accounts for the banking 
system. We believe the bank will be able to gain market share driven 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 RoA at ~2.0%. As a result premium valuation for HDFCB 
is justified in our opinion. 

 EPS (Rs)  FY20E FY21E 

 IDBI Capital  51.0   61.5 

 Consensus  48.6   59.0 

 % difference  4.9   4.2 
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HDFC Bank Ltd. Sensex

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY2017 FY2018 FY2019 FY2020E FY2021E 

NII  331,392   400,950   482,431   577,044   683,669  

Net Profit  145,498   174,870   210,780   278,667   336,148  

EPS (Rs) 28.4  33.7  38.7  51.0  61.5  

ABV (Rs) 173.4  202.6 270.7  313.2   362.6  

PER (x) 45.0  37.9  33.0  25.1  20.8  

P/ABV (x)  7.4  6.3 4.7  4.1   3.5  

ROE (%) 17.9  17.9  16.5  17.2  17.9  

ROA (%)  1.8   1.8   1.8   2.1   2.1  

GNPA (%)  1.1   1.3   1.4   1.6   1.7  

NNPA (%)  0.3   0.4   0.4   0.5   0.4  

CAR (%) 14.6  14.8  14.6  16.9  16.3  

Source: Company; IDBI Capital Research 

 

  -1m -3m -12m 

 Absolute 0.4   4.7   20.0 

 Rel to Sensex (1.0)  (2.7)  4.7 

 Price Performance (%) 

 Promoters 26.2 

 FII 37.9 

 DII 17.5 

 Public 18.4 

 Shareholding Pattern (%) 

 V/s Consensus 

 January 19, 2020 
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Conference Call Highlights 

 Other income has increased by 36% YoY led by higher recoveries, including Rs. 200Cr from a particular NCLT 

resolution. 

 Specific loan provisions include one off of RS. 700Cr relating to certain corporate accounts. 

 Domestic advances grew by 21% YoY and Retail and wholesale book growth is at 14.1% and 29.3% YoY respectively 

and Advances ex-vehicle segment grew at 24.4% YoY. 

 GNPA has increased by 4bps from 1.38% to 1.42% and NNPA has increased to 0.48% from 0.42% YoY due to decline 

in coverage ratio of 300bps to 67% 

 Bank has seen a pickup in credit demand from existing customer since last November and broadly seen in Punjab, 

Southern, Central and Eastern India. 

 Bank has tied up with third party firm for CEO search and might finalised 3 names by July or August for SEBI 

Approval and the process for search is on track. 

  Slippages for the quarter stood at 1.7% amounting to Rs38.4bn; while including lumpy accounts slippages 

Rs.53.34bn.  

 Total provisions comprising specific provisions, general provisions and floating provisions were 119% of the gross 

non-performing loans as of Q3FY20. 

 Credit to Deposit ratio stands at 88% from 92% QoQ. 

 Core Credit cost (excl. one-offs) stands at 0.92% from 0.88% in Q3FY19. 

 Bank has added 242 branches YTD to improve distribution and intend to add total 600 in FY20. 

 The distribution network now stands at 5,345 branches, of which 52% are in the semi urban and rural geographies 

and 14,533 ATMs. 

 

 

.  
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Exhibit 1: Quarterly Snapshot (Rs mn) 

Year-end: March Q3FY20 Q3FY19 Q2FY20 YoY (%) QoQ (%) 

Interest Income 293,697 258,902 281,663 13.4 4.3 

Interest Expenses 151,968 133,135 146,512 14.1 3.7 

Net Interest Income 141,729 125,767 135,151 12.7 4.9 

NIM Calc.(%) 4.6 4.7 4.5 (14) bps 2 bps 

Non-Interest Income 66,693 49,210 55,887 35.5 19.3 

Operating Income 208,422 174,977 191,038 19.1 9.1 

Staff Cost 24,550 19,676 23,551 24.8 4.2 

Other Op Exp 54,418 47,517 50,506 14.5 7.7 

Total Operating Expenses 78,968 67,193 74,057 17.5 6.6 

Cost to Income (%) 37.9 38.4 38.8 (51) bps (88) bps 

Operating Profit 129,454 107,784 116,981 20.1 10.7 

Provisions 30,436 22,115 27,007 37.6 12.7 

PBT 99,018 85,669 89,974 15.6 10.1 

Tax 24,853 29,810 26,524 (16.6) (6.3) 

-effective tax rate 25.1 34.8 29.5 (970) bps (438) bps 

PAT 74,165 55,859 63,450 32.8 16.9 

EPS (Rs) 27.1 20.5 23.2 31.9 16.8 

BV (Rs) 597.4 525.7 569.4 13.6 4.9 

Deposits 10,674,335 8,525,019 10,216,149 25.2 4.5 

Advances 9,360,295 7,809,512 8,969,838 19.9 4.4 

Source: Company; IDBI Capital Research 

 

Exhibit 2: Actual performance versus our estimates 

(Rs mn) Q3FY20 Q3FY20E Devi. (%) 

Net interest income 141,729 143,383 (1.2) 

Pre-provision profit 129,454 119,626 8.2 

PAT 74,165 70,645 5.0 

Source: Company; IDBI Capital Research 



 

 

HDFC Bank | Q3FY20 Result Review 

4 
 

Exhibit 3: ROE Decomposition 

(%) FY17 FY18 FY19 FY20E FY21E 

NII 4.13 4.16 4.18 4.28 4.27 

Fees 1.39 1.48 1.49 1.50 1.50 

Other Income 0.14 0.10 0.03 0.07 0.06 

Net Revenue 5.66 5.74 5.71 5.85 5.84 

Op.Exp 2.46 2.35 2.26 2.36 2.31 

Op.Profit 3.21 3.38 3.44 3.50 3.52 

Provisions 0.45 0.61 0.65 0.73 0.72 

PBT 2.76 2.77 2.79 2.76 2.81 

Tax 0.95 0.96 0.96 0.70 0.71 

ROA 1.81 1.81 1.83 2.07 2.10 

Leverage (x) 9.90 9.85 9.04 8.33 8.50 

ROE 17.95 17.87 16.50 17.22 17.85 

Source: Company; IDBI Capital Research 
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Exhibit 4: One-year forward P/ABV 

 
Source: Company; IDBI Capital Research 
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Financial Summary 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net interest income 400,950  482,431  577,044  683,669  

Fee Income 142,959  172,325  202,802  240,117  

Treasury Gains 9,244  3,933  9,034  10,098  

Operating Income 553,153  658,689  788,880  933,885  

Operating expenses (226,904) (261,193) (317,669) (370,167) 

 Employee expenses (68,057) (77,618) (92,333) (102,763) 

 Other expenses (158,847) (183,575) (225,335) (267,403) 

Pre-Provision Profit 326,249  397,496  471,212  563,718  

Provision (59,274) (75,501) (98,811) (114,503) 

 Loan loss Provisions (49,104) (63,941) (85,627) (103,687) 

 Other Provisions (10,170) (11,560) (13,184) (10,816) 

PBT 266,975  321,995  372,400  449,215  

Taxes (92,105) (111,215) (93,733) (113,067) 

Net profit 174,870  210,780  278,667  336,148  

Balance Sheet (Rsmn) 

Year-end: March FY18 FY19 FY20E FY21E 

Capital 5,190 5,447 5,466 5,466 

Reserves 1,057,759 1,486,616 1,738,642 2,016,003 

Networth 1,062,949 1,492,063 1,744,107 2,021,469 

Deposits 7,887,707 9,231,409 11,034,092 13,197,311 

Borrowings 1,231,050 1,170,852 1,107,137 1,523,000 

Total Liab. & Equity 10,639,343 12,445,406 14,518,095 17,477,778 

Cash & Bank with RBI 1,229,151 813,476 934,117 1,109,633 

Investments 2,422,002 2,905,879 3,116,746 3,615,244 

Advances 6,583,331 8,194,012 9,832,814 11,996,034 

Other Assets 368,787 491,739 590,087 708,104 

Total assets 10,639,343 12,445,406 14,518,095 17,477,778 

Source: Company; IDBI Capital Research 

 

Growth   (%) 

Year-end: March FY18 FY19 FY20E FY21E 

Growth     

Deposits 22.5 17.0 19.5 19.6 

Advances 18.7 24.5 20.0 22.0 

NII 21.0 20.3 19.6 18.5 

Pre-Provision Profit 26.8 21.8 18.5 19.6 

Net Profit 20.2 20.5 32.2 20.6 

Spreads         

Yield on Assets 9.1 9.3 9.4 9.4 

Cost of Funds 4.9 5.2 5.2 5.2 

NIM 4.5 4.5 4.7 4.6 

CASA 43.5 42.4 42.0 41.3 

Operating Efeciency 
    

Cost-to-Income 41.0 39.7 40.3 39.6 

Cost-to-Assets 2.4 2.3 2.4 2.3 

Asset Quality 
    

GNPA 1.3 1.4 1.6 1.7 

NNPA 0.4 0.4 0.5 0.4 

Provision Coverage 69.5 71.1 70.4 73.6 

Credit Cost 0.6 0.6 0.8 0.9 

Capital Adequacy     

CAR 14.8 14.6 16.9 16.3 

Tier I 13.2 13.1 15.4 14.7 

Valuation     

EPS 33.7  38.7  51.0  61.5  

ABV 202.6 270.7  313.2   362.6  

P/E 37.9  33.0  25.1  20.8  

P/ABV 6.3 4.7  4.1   3.5  

ROE 17.9 16.5 17.2 17.9 

ROA 1.8 1.8 2.1 2.1 

RORWA 2.4 2.4 2.7 2.7 
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Notes 

 
 

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

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. 
 

IDBI Capital Markets &Securities Ltd.   
Equity Research Desk 
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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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information of clients of IDBI Capital. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should 

consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 
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