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BUY 
From Consolidation to Acceleration; Bank Turns the Corner 

HDFC Bank 
 
Summary 

HDFC Bank reported strong credit growth of 12% YoY (7% in 3QFY26), highest 

since post-merger integration while deposit growth at 14.4% YoY continued to 

outpace credit, aiding CD ratio normalisation. NIMs declined further due to 

faster EBLR asset repricing vs. deposit costs; ~70% of the loan book remains 

EBLR-linked. Asset quality improved with GNPA at 1.15% vs. 1.24% QoQ as 

seasonal slippages normalised. Net income grew 11% YoY, with ROA stable at 

1.9% supported by cost efficiencies, cost-to-income improved to 39.5% from 

40.5%. We have largely maintained estimates. We maintain BUY with revised 

target price of Rs 960 reflecting the recent market corrections valuing at 1.9x 

P/ABV FY28E.  

Key Highlights and Investment Rationale 

 Deposits grew 14.4% YoY; credit re-accelerates to 12%: Deposit growth 

outpaced credit, driving further CD ratio improvement. HDFC merger 

synergies strengthened — liability penetration for home loan customers rose 

from 36% to 50%, with CASA balances from this cohort growing from  

Rs 50,000 cr to Rs 86,000 cr over 2.5 years. 

 NIMs under pressure; asset quality and capital position healthy: NIMs 

declined as EBLR assets repriced faster than liabilities. Cost-to-income 

improved to 39.5%. GNPA fell to 1.15% with seasonal slippages normalising. 

Capital at 19.7% and LCR at 114% remain robust. 

 Outlook: Structurally positive; management guides above-industry credit 

growth for FY27. Post-merger deleveraging is largely behind, with growth 

drivers shifting to corporate lending in renewables and semiconductors, 

alongside retail traction in mortgages and auto. Supported by ROA of 1.9% 

and re-accelerating EPS growth, we retain our structurally positive stance on 

HDFCB. 

 

 TP Rs960 

CMP Rs800 

Potential upside/downside 20% 
Previous Rating BUY 

  -1m -3m -12m 

 Absolute 0.0   (13.8)  (16.1) 

 Rel to Sensex (5.8)  (8.1)  (16.0) 

 Price Performance (%) 

 Promoters -- 

 FII 44.1 

 DII 36.8 

 Public 19.2 

 Shareholding Pattern (%) 

 EPS (Rs)  FY27E FY28E 

 IDBI Capital    56.1 67.2

 Consensus  42.5 69 

 % difference    32.0   (2.6) 

 

 V/s Consensus 

 Key Stock Data 

HDFCB IN/HDBK.BO 

 Sector Bank 

 Shares o/s (mn) 15,393 

 Market cap. (Rs mn) 1,23,13,155 

 3-m daily average value (Rs mn) 256.5 

 52-week high / low Rs1,020/727 

 Sensex / Nifty 78,494 / 24,354 

Financial snapshot (Rs mn) 

Year FY2024 FY2025 FY2026 FY2027E FY2028E 

NII  10,85,325   12,26,701  12,86,860  15,14,955  17,51,126  

Net Profit  6,08,123   6,73,474  7,46,712  8,64,301  10,34,592  

EPS (Rs) 40.0  44.0   48.5   56.1   67.2  

ABV (Rs) 287.4  325.3   365.7   419.5   482.1  

P/E (x) 20.0  18.2   16.5   14.2   11.9  

P/ABV (x) 2.8  2.5   2.2   1.9   1.7  

ROE (%) 16.9  14.3   14.0   14.3   14.9  

ROA (%) 2.0  1.8   1.8   1.9   2.0  

GNPA (%) 1.2  1.3   1.1   1.2   1.3  

NNPA (%) 0.3  0.4   0.4   0.4   0.4  

CAR (%) 18.8  19.6   19.7   18.9   19.2  

Source: IDBI Capital Research 

April 20, 2026 
 

Smit Shah 
Smit.shah@idbicapital.com 
+91-22-4069 1819 

Sweta Padhi 
Sweta.padhi@idbicapital.com 
+91-22-4069 1819 



 

 

HDFC Bank | Q4FY26 Result Review 

2 
 

Conference Call Highlights 

Macro Picture 

 Management tone was confident on domestic macro but tempered by the West Asia conflict, which was 

described as a near-term headwind expected to last a couple of months. 

 System credit growth came in higher than initially estimated, with actual period-end growth at 13.5-14% 

versus the 10.5-11.5% consensus at the start of the year. The bank calibrated its own growth to the 

original expectation. 

 The bank demonstrated franchise resilience during the unprecedented event around the former 

chairman's resignation, with stable and strong deposit flows through the period. 

Operational Aspects 

 Management framed the current phase as a harvest period, with investments over the last five to six years 

in distribution, technology and customer acquisition now positioned to deliver operating leverage. 

 A unified in-house AI platform has been built with five use cases in production and 14 in development, 

aimed at freeing mid and back-office capacity. Digital adoption stands at 97% for payments and 92% for 

acquisition journeys. 

 Customer franchise at 100 million continues to be the structural moat, with 6-8 million new customers 

added annually and 42% of the base under 40 years of age, enabling lifecycle cross-sell. 

 Third-party distribution income growth was modest at about 3.5% for the year due to lower volumes and 

unfavourable product mix. Penetration remains in mid-single digits with significant headroom. 

 Mortgage merger synergies continue to deepen. Liability penetration of the inherited home loan book 

moved from 36% to 50%, with 98% of new disbursals resulting in a liability account opening. CASA 

balances from this portfolio nearly doubled since the merger. 
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Advances and Deposits 

 Loan growth stepped up meaningfully to 12% from 5.5% in FY25, with retail at about 53-54% of the mix. 

Retail momentum improved sequentially over the last three quarters across wheels, personal loans and 

mortgages. Disbursals have been rising quarter-on-quarter. 

 Corporate lending grew well across electronics, food processing, auto ancillaries, renewables and 

semiconductors. MSME/business banking grew about 20% and is expected to sustain in the 18-21% range. 

Gold loan business has been recently launched and is contributing well. 

 Deposit growth at 14.4% continues to outpace credit growth. Granular retail time deposits (less than Rs 3 

crore) now contribute 47% of net incremental accretion versus 31% in FY25, a significant improvement in 

deposit sustainability. 

 Time deposit growth at 15.5% outpaced total deposit growth, creating a near-term drag on cost of funds 

relative to CASA. 

 LCR at 114% remains within the guided 110-120% range. LDR is no longer seen as a binding constraint 

given consistent deposit market share gains over the last five years. 

P&L Management 

 NIM compression on a full-year basis was driven by faster asset-side transmission on 70% floating-rate 

loans versus deposit-side where only 40-50 bps of the 125 bps rate cycle has been passed through so far. 

The 125 bps reduction was not anticipated at the start of the year. 

 Borrowings declined about 11% YoY but the funding morphed into time deposits rather than CASA, so the 

full NIM benefit remains to be unlocked. 

 Despite NIM pressure, ROA remained stable at about 1.9%, supported by cost-to-income declining from 

40.5% to 39.5% and lower credit costs. Cost-to-assets steady at 1.9% with further room from technology-

led efficiency. 

 ROA is the primary guiding metric, not NIM. Management was explicit that PPOP is only an intermediate 

measure that does not capture risk-adjusted returns. 
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Asset Quality 

 GNPA stable at 1.15%, ex-agri at 0.91%. Asset quality remains resilient across segments. 

 Credit cost for Q4 at 35 bps, net of recoveries at 21 bps. Slippages at Rs 62 billion with recoveries and 

upgrades at Rs 46 billion and write-offs at Rs 27 billion. 

 A provisioning buffer of approximately 125 bps continues to be maintained. Total stock of provisions at  

Rs 715 billion including specific, contingent, floating and general provisions. 

 On the Dubai branch matter, disclosures have been made in notes to accounts. The NCDRC order of 23rd 

March noted that complainants were not retail or uninformed investors. Legal review is in process. 

Future Outlook 

 Management indicated positive momentum trajectory will continue, subject to geopolitical developments. 

Growth will be pursued responsibly without overstretching. 

 NIM expected to remain range-bound. Rate cycle is uncertain with securities markets indicating an upward 

bias. No time deposit rate change seen in the market for at least four months. 

 Technology investments are expected to yield operating leverage over the next one to three years, 

enhancing ROA through efficiency rather than margin expansion. 

 Guiding principles remain ROA stability, quality balance sheet growth and consistent EPS progression. 
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Exhibit 1: Quarterly Snapshot (Rs mn) 

Year-end: March Q4FY26 Q4FY25 Q3FY26 YoY (%) QoQ (%) 

Interest Income 7,66,100 7,74,601 7,67,512 -1.1 -0.2 

Interest Expenses 4,35,285 4,53,943 4,41,362 -4.1 -1.4 

Net Interest Income 3,30,816 3,20,658 3,26,150 3.2 1.4 

NIM (%) 3.38 3.54 3.35 -16 bps 3 bps 

Non-Interest Income 1,31,989 1,20,279 1,32,538 9.7 -0.4 

Operating Income 4,62,805 4,40,937 4,58,688 5.0 0.9 

Staff Cost 62,277 61,159 72,032 1.8 -13.5 

Other Op Exp 1,22,498 1,14,410 1,15,679 7.1 5.9 

Total Operating Expenses 1,84,775 1,75,570 1,87,710 5.2 -1.6 

Cost to Income (%) 39.93 39.82 40.92 11 bps -100 bps 

Operating Profit 2,78,029 2,65,367 2,70,978 4.8 2.6 

Provisions 26,096 31,931 28,379 -18.3 -8.0 

PBT 2,51,934 2,33,437 2,42,599 7.9 3.8 

Tax 59,723 57,275 56,062 4.3 -206.5 

-effective tax rate 23.7 24.5 23.1 -83 bps 60 bps 

PAT 1,92,211 1,76,161 1,86,538 9.1 3.0 

EPS (Rs) 12.5 23.0 12.1 -45.8 3.0 

BV (Rs) 365.7 655.3 352.6 -44.2 3.7 

Deposits 3,10,52,505 2,71,47,149 2,86,00,546 14.4 8.6 

Advances 2,93,71,663 2,61,96,086 2,82,14,465 12.1 4.1 

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 (FY22-26) 

 
Source: Company; IDBI Capital Research 
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Exhibit 4: Advances growth remains stable  

 
Source: Company; IDBI Capital Research 

 

Exhibit 5: Slippage ratio improved QoQ 

 
Source: Company; IDBI Capital Research 
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Exhibit 6: NIMs being rangebound 

 
Source: Company; IDBI Capital Research 

 

Exhibit 7: Asset quality resilient with gradual improvement 

 
Source: Company; IDBI Capital Research 
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Exhibit 8: Deposit growth increased sharply 

 
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 remaining stable 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 remaining stable Exhibit 18: Credit Cost decreased QoQ 

  

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

 
 

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

 

Exhibit 21: Composition of Gross Advances (Product Wise) 

Product Wise Advances (In Mn) Q4FY26 Q4FY25 Q3FY26 YoY (%) QoQ (%) 

Retail Asset    1,48,45,000     1,39,80,000     1,45,09,000             6.2            2.3  

Personal Loans       21,78,000        19,93,000        21,17,000             9.3            2.9  

Auto Loans       15,75,000        14,57,000        15,27,000             8.1            3.1  

Home Loans       88,87,000        83,57,000        87,07,000             6.3            2.1  

Payment Products       11,38,000        11,36,000        11,36,000             0.2            0.2  
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Other Retail Loans          7,11,000           7,36,000           6,88,000           (3.4)           3.3  

Commercial & Rural Banking       63,16,000        53,91,000        59,96,000           17.2            5.3  

Agriculture       13,04,000        11,84,000        12,38,000           10.1            5.3  

Corporate & Other Wholesale       71,35,000        58,79,000        67,02,000           21.4            6.5  

Total Advances    2,96,00,000     2,64,34,000     2,84,45,000           12.0            4.1  
 

Source: Company; IDBI Capital Research; Note: Total advances is including IBPC/BRDS/Securitisation figures 
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Exhibit 22: Changes in Product Mix (Advances) 

Product Wise Advances  Mix(In %) Q4FY26 Q4FY25 Q3FY26 YoY (%) QoQ (%) 

Retail Asset                  50.2                   52.9                   51.0  -273 bps -86 bps 

Personal Loans                    7.4                     7.5                     7.4  -18 bps -8 bps 

Auto Loans                    5.3                     5.5                     5.4  -19 bps -5 bps 

Home Loans                  30.0                   31.6                   30.6  -159 bps -59 bps 

Payment Products                    3.8                     4.3                     4.0  -45 bps -15 bps 

Two Wheelers                    0.4                     0.5                     0.4  -7 bps -2 bps 

Gold Loans                    0.8                     0.7                     0.8  13 bps 4 bps 

Other Retail Loans                    2.4                     2.8                     2.4  -38 bps -2 bps 

Commercial & Rural Banking                  21.3                   20.4                   21.1  94 bps 26 bps 

Agriculture                    4.4                     4.5                     4.4  -7 bps 5 bps 

Corporate & Other Wholesale                  24.1                   22.2                   23.6  186 bps 54 bps 

Total Advances                   100                    100                    100  
   

Source: Company; IDBI Capital Research 
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Financial Summary 

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E 

Net interest income 8,68,422 10,85,325 12,26,701 12,86,860 15,14,955 17,51,126 

    Change (yoy, %) 21% 25% 13% 5% 18% 16% 

Fees 3,22,524 3,75,165 4,37,211 4,83,325 5,44,157 6,14,898 

Other Income -10,375 1,17,245 19,111 1,42,000 66,401 66,844 

Net Revenue 11,80,570 15,77,735 16,83,024 19,12,185 21,25,514 24,32,869 

Operating expenses 4,76,521 6,33,860 6,81,749 7,26,603 7,89,947 8,71,244 

Employee expenses 1,55,124 2,22,402 2,39,005 2,60,502 2,65,181 2,78,258 

Other expenses 3,21,397 4,11,458 4,42,744 4,66,102 5,24,767 5,92,986 

Pre-Provision Profit 7,04,050 9,43,875 10,01,275 11,85,582 13,35,567 15,61,624 

    Change (yoy, %) 10% 34% 6% 18% 13% 17% 

Provision 1,19,197 2,34,922 1,16,494 2,33,896 1,95,779 1,97,267 

PBT 5,84,853 7,08,953 8,84,781 9,51,686 11,39,787 13,64,357 

Taxes 1,43,766 1,00,830 2,11,307 2,04,974 2,75,487 3,29,765 

    Effective tax rate (%) 25% 14% 24% 22% 24% 24% 

Net profit 4,41,087 6,08,123 6,73,474 7,46,712 8,64,301 10,34,592 

    Change (yoy, %) 19% 38% 11% 11% 16% 20% 

EPS 39.5 40.0 44.0 48.5 56.1 67.2 

ROE 17.0 16.9 14.3 14.0 14.3 14.9 

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 FY26 FY27E FY28E 

Capital 5,580 7,597 7,652 15,393 15,393 15,393 

Reserves 27,96,410 43,94,861 50,06,594 56,13,616 64,41,992 74,40,660 

Networth 28,01,990 44,02,458 50,14,246 56,29,009 64,57,386 74,56,054 

Deposits 1,88,33,946 2,37,97,863 2,71,47,149 3,10,52,505 3,60,16,316 4,16,25,422 

   Current deposits 27,34,961 31,00,157 31,40,936 35,45,000 46,82,121 54,11,305 

   Saving deposits 56,24,927 59,87,473 63,04,666 70,58,000 90,04,079 1,04,06,356 

   Term deposit 1,04,74,058 1,47,10,233 1,77,01,547 2,04,49,505 2,23,30,116 2,58,07,762 

Borrowings 20,67,656 66,21,531 54,79,309 48,93,946 31,94,342 30,09,485 

Other liabilities 9,57,222 13,54,379 14,61,285 20,73,403 20,21,402 18,86,906 

Total Liab. & Equity 2,46,60,815 3,61,76,231 3,91,01,989 4,36,48,863 4,76,89,446 5,39,77,867 

       

Cash 19,37,651 21,91,474 23,95,707 29,84,664 30,61,387 35,38,161 

Advances 1,60,05,859 2,48,48,615 2,61,96,086 2,93,71,663 3,31,89,979 3,75,04,676 

Investments 51,70,014 70,24,150 83,63,597 88,42,015 88,65,032 1,02,33,329 

Fixed Assets 80,165 1,13,990 1,36,554 1,47,246 1,54,609 1,62,339 

Other Assets 14,67,125 19,98,002 20,10,046 23,03,276 24,18,440 25,39,362 

Total assets 2,46,60,815 3,61,76,231 3,91,01,989 4,36,48,863 4,76,89,446 5,39,77,867 
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Financial Ratios   (%) 

Year-end: March FY23 FY24 FY25 FY26 FY27E FY28E 

Growth       

Deposits 20.8 26.4 14.1 14.4 16.0 15.6 

Advances 16.9 55.2 5.4 12.1 13.0 13.0 

NII 20.6 25.0 13.0 4.9 17.7 15.6 

Pre-Provision Profit 9.9 34.1 6.1 18.4 12.7 16.9 

Net Profit 19.3 37.9 10.7 10.9 15.7 19.7 

Spreads       

Yield on Assets 7.8 9.4 8.8 8.2 8.2 8.1 

Cost of Funds 3.9 5.8 5.6 5.2 5.0 4.8 

NIM 3.9 3.5 3.6 3.4 3.6 3.8 

CASA 44.4 38.2 34.8 34.1 38.0 38.0 

Operating Efficiency       

Cost-to-Income 40.4 40.2 40.5 38.0 37.2 35.8 

Cost-to-Assets 2.1 2.1 1.8 1.8 1.7 1.7 

Asset Quality       

GNPA 1.3 1.2 1.3 1.1 1.2 1.3 

NNPA 0.4 0.3 0.4 0.4 0.4 0.4 

Provision Coverage 71.5 82.4 67.9 67.1 70.6 73.0 

Credit Cost 0.5 0.5 0.5 0.8 0.5 0.5 

Capital Adequacy       

CAR 19.0 16.8 17.7 17.7 18.1 18.5 

Tier I 21.2 18.8 19.6 19.7 18.9 19.2 

Valuation       

EPS 39.5 40.0 44.0 48.5 56.1 67.2 

ABV 248.5 287.4 325.3 365.7 419.5 482.1 

P/E 20.2 20.0 18.2 16.5 14.2 11.9 

P/ABV 3.2 2.8 2.5 2.2 1.9 1.7 

ROE 17.0 16.9 14.3 14.0 14.3 14.9 

ROA 1.9 2.0 1.8 1.8 1.9 2.0 

RORWA 2.1 2.5 2.5 2.5 2.6 2.7 

Source: Company; IDBI Capital Research 
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