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BUY 
Deposit traction will aid earnings going forward 

HDFC Bank 
 
Summary 

HDFC Bank reported a steady Q3 FY26 performance, with NII growing ~6% YoY. 

NIM stood at 3.35%, flat sequentially but down ~8 bps YoY. Non-interest income 

rose ~16% YoY, though declined ~8% QoQ, resulting in operating income growth 

of ~9% YoY. Operating expenses increased ~10% YoY, led by higher staff costs, 

keeping the cost-to-income ratio broadly stable at ~41%. Lower provisions 

supported profitability, with PAT rising ~11% YoY and remaining flat 

sequentially. Balance sheet growth remained healthy, with advances up ~12% 

YoY, while deposits grew ~12% YoY, indicating improving business momentum. 

Asset quality remained stable, with Gross NPA at 1.2% and Net NPA at 0.4%, 

while provision coverage stood at 66%, remaining steady QoQ. We maintain 

BUY rating with the new target price of Rs 1,078 valuing parent business at 

Rs1,011 at 2.3x P/ABV FY27E. 

Key Highlights and Investment Rationale 

 Loan growth to outpace system with balanced mix and funding 

normalisation: Management targets loan growth to exceed system growth by 

~200 bps in FY27. This is supported by a deposit-led balance sheet strategy, 

with a clear glide path to reduce the LDR to 90–96% in FY26 and 85–90% in 

FY27, underpinning sustainable growth. 

 Margins supported by funding cost levers and CASA-led deposit strength: 

Disciplined branch expansion and improving branch productivity support 

steady granular deposit mobilisation and profitability. 

 Outlook: Post merger, focus has been to reduce the CD ratio to pre-merger 

average which resulted in credit slowdown to the lowest in history. We 

remain structurally positive on HDFCB given its superior credit underwriting 

and the ability to maintain stable RoA around 1.8% post-merger. 

 TP Rs1,078 

CMP Rs931 

Potential upside/downside 16% 
Previous Rating BUY 

  -1m -3m -12m 

 Absolute (5.0)  (7.1)  13.8 

 Rel to Sensex (3.9)  (6.7)  4.7 

 Price Performance (%) 

 Promoters -- 

 FII 47.7 

 DII 33.8 

 Public 18.5 

 Shareholding Pattern (%) 

 EPS (Rs) FY26E FY27E FY28E 

 IDBI Capital 47.3   55.9   65.1

 Consensus 50.0 58.7 68.5 

 % difference (5.3)  (4.7)  (5.0) 

 

 V/s Consensus 

 Key Stock Data 

HDFCB IN/HDBK.BO 

 Sector Bank 

 Shares o/s (mn) 15,385 

 Market cap. (Rs mn) 1,43,25,349 

 3-m daily average value (Rs mn) 256.5 

 52-week high / low Rs1,020/813 

 Sensex / Nifty 83,570 / 25,694 

Financial snapshot (Rs mn) 

Year FY2024 FY2025 FY2026E FY2027E FY2028E 

NII  10,85,325   12,26,701  13,25,587  15,20,033  17,34,829  

Net Profit 6,08,123   6,73,474  7,23,520  8,55,809  9,96,884  

EPS (Rs)  40.0  44.0   47.3   55.9   65.1  

ABV (Rs) 287.4   325.3   373.1   426.6   487.1  

P/E (x)  23.3  21.2   19.7   16.6   14.3  

P/ABV (x)  3.2  2.9  2.5  2.2  1.9  

ROE (%)  16.9  14.3   13.5   14.0   14.2  

ROA (%)  2.0  1.8  1.8  1.9  2.0  

GNPA (%)  1.2  1.3  1.4  1.4  1.4  

NNPA (%)  0.3  0.4  0.4  0.4  0.4  

CAR (%)  18.8  19.6   19.8   19.5   19.6  

Source: IDBI Capital Research 
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Conference Call Highlights 

Macro Picture 

 Management highlighted a constructive macro backdrop, with India continuing to be one of the fastest-

growing major economies supported by stable political conditions and a consistent policy regime. 

 Inflation management remains effective, aiding affordability and credit demand, while the easing interest 

rate cycle has improved borrowing conditions. 

 Liquidity conditions during the quarter were intermittently impacted by external factors; however, RBI 

actions through open market operations and FX swaps helped stabilise systemic liquidity. 

 On-ground demand indicators remain healthy, with overall card spends up ~15% YoY, discretionary spends 

up ~21% YoY, and non-discretionary spends up ~13% YoY, indicating improving consumer confidence. 

 Revolver rates remain subdued, suggesting consumption is supported by repayment capacity rather than 

stress-driven borrowing. 

 Auto and tractor demand trends remain strong, reinforcing confidence in underlying economic 

momentum. 

Operational Aspects 

 Management described the credit growth build-up as extremely encouraging, supported by a balanced 

approach across customer segments and a benign credit environment. 

 The easing rate cycle and CRR release acted as near-term catalysts, enabling credit deployment slightly 

ahead of internal expectations. 

 Regulatory inspection has been completed, and ~Rs. 5 billion of regulatory adjustments for Agri-PSL 

provisions have already been absorbed in the December results, with no residual impact expected. 

 Branch expansion will remain calibrated. Management indicated that a 5–7% annual addition rate (500–

700 branches) is unlikely in the near term. Branch additions will be evaluated through the annual planning 

process, based on productivity of recent branch cohorts, deposit mobilisation trends and evolving 

distribution strategy. 
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 Over the last five years, ~4,800 branches have been added, which currently contribute 20%+ of 

incremental deposits. Management prefers stabilising and extracting productivity from recent cohorts 

before stepping up the next phase of expansion. 

 43% of the bank's branches are less than five years old, and this "vintage" cohort is expected to contribute 

significantly to incremental deposits as they mature. 

Advances 

 Loan growth remains calibrated and well distributed across retail, MSME and wholesale segments. 

 Retail credit momentum has improved over the last two quarters, aided by easing affordability and stable 

borrower behaviour. 

 MSME positioning remains strong, supported by wide geographic coverage and a comprehensive product 

suite. 

 Wholesale lending activity picked up during the quarter, with the bank participating selectively where 

pricing and relationship economics are appropriate. 

 Management highlighted irrational pricing in home loans and auto loans across the industry and reiterated 

that growth in these products will not be pursued at the cost of returns. 

 Loan growth guidance remains in line with system growth (~12–13%) in FY26 and faster than the system in 

FY27, implying growth at a couple of hundred basis points above system levels next year. 

Deposits 

 Deposit mobilisation continues to be driven by rate discipline, which management reiterated as a key pillar 

of sustainable profitability. 

 Core individual retail customer segments remain strong, with encouraging traction in granular current and 

savings accounts. 

 Retail savings, retail term deposits and current accounts have all performed well. 

 Institutional liquidity volatility impacted aggregate liquidity during the quarter; management expects this 

impact to moderate going forward. 
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 The bank reiterated confidence in its ability to fund growth at rational rates, without being constrained by 

liquidity or deposit availability. 

P&L Management 

 Management reiterated that the primary lever for margin improvement is cost of funds. 

 Time deposit repricing has been partial (~two-thirds of the cumulative 125 bps policy rate cut), with the 

remaining benefit expected to flow through over ~5 quarters, providing a lagged tailwind to funding costs. 

 Borrowing costs have moderated meaningfully on a YoY basis, with further room to converge toward 

industry averages. 

 CASA remains a key structural lever, driven by customer engagement, product depth and distribution 

effectiveness rather than short-term pricing actions. 

 Labour code-related provisioning of ~Rs. 8 billion has been recognised based on a conservative actuarial 

estimate. Management clarified that recurring cost impact cannot be reliably quantified at this stage, as 

rule-making and variable definitions are still evolving. 

 Management expressed confidence that margins can gradually improve over the medium term (2–3 years) 

as funding cost levers play out. 

Asset Quality 

 Asset quality remains pristine, with gross and net NPA accretion at decadal lows, broadly mirroring 

industry trends. 

 Asset quality is expected to remain stable across retail, MSME and wholesale portfolios. No specific 

portfolio or sector has shown signs of stress build-up. 

Future Outlook 

 The bank reiterated confidence in meeting previously communicated glide-path commitments by  

FY26–FY27, including loan growth, CD ratio moderation and profitability metrics. 

 Loan growth is expected to remain in line with the system in FY26 and faster than the system in FY27, 

while maintaining underwriting discipline and return thresholds. 
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Exhibit 1: Quarterly Snapshot (Rs mn) 

Year-end: March Q3FY26 Q3FY25 Q2FY26 YoY (%) QoQ (%) 

Interest Income 7,67,512 7,60,069 7,66,907 1.0 0.1 

Interest Expenses 4,41,362 4,53,536 4,51,392 -2.7 -2.2 

Net Interest Income 3,26,150 3,06,533 3,15,515 6.4 3.4 

NIM (%) 3.35 3.43 3.35 -8 bps 0 bps 

Non Interest Income 1,32,538 1,14,536 1,43,500 15.7 -7.6 

Operating Income 4,58,688 4,21,068 4,59,015 8.9 -0.1 

Staff Cost 72,032 59,504 64,613 21.1 11.5 

Other Op Exp 1,15,679 1,11,560 1,15,166 3.7 0.4 

Total Operating Expenses 1,87,710 1,71,064 1,79,779 9.7 4.4 

Cost to Income (%) 40.92 40.63 39.17 30 bps 176 bps 

Operating Profit 2,70,978 2,50,004 2,79,236 8.4 -3.0 

Provisions 28,379 31,539 35,005 -10.0 -18.9 

PBT 2,42,599 2,18,466 2,44,231 11.0 -0.7 

Tax 56,062 51,111 57,818 9.7 -197.0 

-effective tax rate 23.1 23.4 23.7 -29 bps -56 bps 

PAT 1,86,538 1,67,355 1,86,413 11.5 0.1 

EPS (Rs) 12.1 21.9 12.1 -44.6 -0.1 

BV (Rs) 352.6 631.5 340.0 -44.2 3.7 

Deposits 2,86,00,546 2,56,37,950 2,80,17,888 11.6 2.1 

Advances 2,82,14,465 2,51,82,482 2,74,63,598 12.0 2.7 

Source: Company; IDBI Capital Research 
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Exhibit 2: One-year forward P/ABV (FY14-19) 

 
Source: Company; IDBI Capital Research 

 

Exhibit 3: One-year forward P/ABV (FY19-25) 

 
Source: Company; IDBI Capital Research 
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Exhibit 4: Advances growth improving sequentially 

 
Source: Company; IDBI Capital Research 

 

Exhibit 5: Slippage ratio increased QoQ 

 
Source: Company; IDBI Capital Research 

 

  

2
4

,9
5

1
 

2
5

,1
8

2
 

2
6

,1
9

6
 

2
6

,2
8

4
 

2
7

,4
6

4
 

2
8

,2
1

4
 

7.0%
3.0%

5.4% 6.7%

10.1%
12.0%

0.0%

5.0%

10.0%

15.0%

 22,000

 24,000

 26,000

 28,000

 30,000

Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26

Advances (in bn) YoY Growth

1.3 
1.4 

1.1 

1.4 

1.1 
1.2 

 0.4

 0.6

 0.8

 1.0

 1.2

 1.4

 1.6

Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26

% Slippages



 

 

HDFC Bank | Q3FY26 Result Review 

8 
 

Exhibit 6: NIMs being rangebound 

 
Source: Company; IDBI Capital Research 

 

Exhibit 7: Asset quality resilient with gradual improvement 

 
Source: Company; IDBI Capital Research 

 

  

3.7 3.6 3.7 3.5 3.4 3.5 

 1.0

 2.0

 3.0

 4.0

 5.0

 6.0

Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26

NIMs (%)

1
.4

%

1
.4

%

1
.3

%

1
.4

%

1
.2

%

1
.2

%

0
.4

%

0
.5

%

0
.4

%

0
.5

%

0
.4

%

0
.4

%

69.9%

67.8% 67.9%
66.9% 66.6%

65.9%

62.0%

64.0%

66.0%

68.0%

70.0%

72.0%

0.0%

0.5%

1.0%

1.5%

Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26

Gross NPA Net NPA (%) Provision coverage



 

 

HDFC Bank | Q3FY26 Result Review 

9 
 

Exhibit 8: Deposit momentum sustained despite YoY moderation 

 
Source: Company; IDBI Capital Research 

 

Exhibit 9: CASA per branch (In Mn) Exhibit 10: Deposit per branch (In Mn) 

  
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 11: Branch addition increasing sequentially Exhibit 12: Count of Branches 

  

Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 

 

Exhibit 13: RoA remains rangebound Exhibit 14: Cost to Income Ratio stable quaterly 

  
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 15: Cost of Funds decreasing sequentially Exhibit 16: Yield on Advance stable  

  
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 

 

Exhibit 17: ROE decreased during the quarter Exhibit 18: Credit Cost decreased during on QoQ 

  
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 19: Cost to Assets increased QoQ Exhibit 20: CAR continues to remain strong 

  
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research 
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Exhibit 22: Changes in Product Mix (Advances) 

Product Wise Advances  Mix(In %) Q3FY26 Q3FY25 Q2FY26 YoY (%) QoQ (%) 

Retail Asset                 51.0                  52.8                  51.7  -179 bps -71 bps 

Personal Loans                   7.4                    7.6                    7.5  -20 bps -1 bps 

Auto Loans                   5.4                    5.5                    5.5  -13 bps -10 bps 

Home Loans                 30.6                  32.1                  30.9  -153 bps -32 bps 

Payment Products                   4.0                    4.4                    4.1  -42 bps -15 bps 

Two Wheelers                   0.4                    0.5                    0.5  -6 bps -3 bps 

Gold Loans                   0.8                    0.7                    0.7  10 bps 3 bps 

Other Retail Loans                   2.4                    2.0                    2.5  46 bps -12 bps 

Commercial & Rural Banking                 21.1                  29.6                  20.6  -854 bps 43 bps 

Agriculture                   4.4                    4.2                    4.5  12 bps -10 bps 

Corporate & Other Wholesale                 23.6                  13.3                  23.2  1022 bps 38 bps 

Total Advances                  100                   100                   100  
   

Source: Company; IDBI Capital Research 

 

  



 

 

HDFC Bank | Q3FY26 Result Review 

14 
 

Financial Summary 

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY23 FY24 FY25 FY26E FY27E FY28E 

Net interest income  8,68,422   10,85,325   12,26,701  13,25,587  15,20,033  17,34,829  

    Change (yoy, %) 21% 25% 13% 8% 15% 14% 

Fees  3,22,524  3,75,165   4,37,211  4,73,434  5,30,493  5,99,457  

Other Income  -10,375  1,17,245   19,111  1,12,009  23,450  25,418  

Net Revenue 11,80,570   15,77,735   16,83,024  19,11,031  20,73,976  23,59,705  

Operating expenses  4,76,521  6,33,860   6,81,749  7,22,722  8,03,529  8,84,776  

Employee expenses  1,55,124  2,22,402   2,39,005  2,58,423  2,83,272  2,96,885  

Other expenses  3,21,397  4,11,458   4,42,744  4,64,299  5,20,257  5,87,891  

Pre-Provision Profit  7,04,050  9,43,875   10,01,275  11,88,308  12,70,446  14,74,929  

    Change (yoy, %) 10% 34% 6% 19% 7% 16% 

Provision  1,19,197  2,34,922   1,16,494  2,34,173  1,41,858  1,60,299  

PBT  5,84,853  7,08,953   8,84,781  9,54,135  11,28,589  13,14,630  

Taxes  1,43,766  1,00,830   2,11,307  2,30,614  2,72,780  3,17,746  

    Effective tax rate (%) 25% 14% 24% 24% 24% 24% 

Net profit  4,41,087  6,08,123   6,73,474  7,23,520  8,55,809  9,96,884  

    Change (yoy, %) 19% 38% 11% 7% 18% 16% 

EPS 39.5   40.0  44.0   47.3   55.9   65.1  

ROE 17.0   16.9  14.3   13.5   14.0   14.2  

ROA 1.9   2.0  1.8  1.8  1.9  2.0  
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Balance Sheet   (Rs mn) 

Year-end: March FY23 FY24 FY25 FY26E FY27E FY28E 

Capital  5,580  7,597   7,652  15,304  15,304  15,304  

Reserves 27,96,410   43,94,861   50,06,594  56,94,192  65,14,077  74,75,037  

Networth 28,01,990   44,02,458   50,14,246  57,09,497  65,29,382  74,90,342  

Deposits  1,88,33,946  2,37,97,863   2,71,47,149  3,11,81,346  3,60,95,470  4,16,48,430  

   Current deposits 27,34,961   31,00,157   31,40,936  37,41,762  46,92,411  54,14,296  

   Saving deposits 56,24,927   59,87,473   63,04,666  74,83,523  90,23,868  1,04,12,107  

   Term deposit  1,04,74,058  1,47,10,233   1,77,01,547  1,99,56,062  2,23,79,191  2,58,22,027  

Borrowings 20,67,656   66,21,531   54,79,309  53,95,745  43,40,810  42,02,209  

Other liabilities  9,57,222   13,54,379   14,61,285  8,96,800  8,50,411  7,55,710  

Total Liab. & Equity  2,46,60,815  3,61,76,231   3,91,01,989  4,31,83,388  4,78,16,072  5,40,96,690  

       

Cash 19,37,651   21,91,474   23,95,707  24,94,508  30,68,115  35,40,117  

Advances  1,60,05,859  2,48,48,615   2,61,96,086  2,90,77,656  3,28,57,751  3,71,29,258  

Investments 51,70,014   70,24,150   83,63,597  93,57,295  95,23,580  1,09,42,357  

Fixed Assets  80,165  1,13,990   1,36,554  1,43,382  1,50,551  1,58,078  

Other Assets 14,67,125   19,98,002   20,10,046  21,10,548  22,16,076  23,26,879  

Total assets  2,46,60,815  3,61,76,231   3,91,01,989  4,31,83,388  4,78,16,072  5,40,96,690  
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Financial Ratios   (%) 

Year-end: March FY23 FY24 FY25 FY26E FY27E FY28E 

Growth       

Deposits 20.8   26.4  14.1   14.9   15.8   15.4  

Advances 16.9   55.2  5.4   11.0   13.0   13.0  

NII 20.6   25.0  13.0  8.1   14.7   14.1  

Pre-Provision Profit 9.9   34.1  6.1   18.7  6.9   16.1  

Net Profit 19.3   37.9  10.7  7.4   18.3   16.5  

Spreads       

Yield on Assets 7.8   9.4  8.8  8.5  8.4  8.3  

Cost of Funds 3.9   5.8  5.6  5.4  5.2  5.1  

NIM 3.9   3.5  3.6  3.5  3.6  3.7  

CASA 44.4   38.2  34.8   36.0   38.0   38.0  

Operating Efficiency       

Cost-to-Income 40.4   40.2  40.5   37.8   38.7   37.5  

Cost-to-Assets 2.1   2.1  1.8  1.8  1.8  1.7  

Asset Quality       

GNPA 1.3   1.2  1.3  1.4  1.4  1.4  

NNPA 0.4   0.3  0.4  0.4  0.4  0.4  

Provision Coverage 71.5   82.4  67.9   68.6   70.0   71.6  

Credit Cost 0.5   0.5  0.5  0.5  0.4  0.4  

Capital Adequacy       

CAR 19.0   16.8  17.7   18.1   18.4   18.6  

Tier I 21.2   18.8  19.6   19.8   19.5   19.6  

Valuation       

EPS 39.5   40.0  44.0   47.3   55.9   65.1  

ABV  248.5  287.4   325.3   373.1   426.6   487.1  

P/E 23.6   23.3  21.2   19.7   16.6   14.3  

P/ABV 3.7   3.2  2.9  2.5  2.2  1.9  

ROE 17.0   16.9  14.3   13.5   14.0   14.2  

ROA 1.9   2.0  1.8  1.8  1.9  2.0  

RORWA 2.1   2.5  2.5  2.5  2.6  2.6  

Source: Company; IDBI Capital Research 
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