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HDFC Bank is one of the largest private sector bank in India. The Bank has a
nationwide distribution network of 4,541 branches and 12,013 ATM's in
2,587 cities/towns as of June 30, 2016. The bank has grown its balance sheet
at a healthy pace of 21% CAGR to Rs 708,846 crore over FY11-16 maintaining
high profit CAGR of 26%.

Key Developments

Bank’s loan growth across segments:

HDFC bank’s advances grew at a robust CAGR of 24% over FY11-16 mainly
attributed by the growth in retail (25% CAGR) and wholesale advances (22%
CAGR). The bank’s loan book has healthy mix of retail and wholesale assets
(53:47) as on FY16.

Retail liability franchise:

HDFC bank has registered healthy CAGR of 21% in deposits over FY11-16 led by
26% CAGR in retail deposits, which reflects its continuous focus on building a
strong retail deposits portfolio.

Net Interest Margin (NIM):

HDFC Bank has consistently maintained its NIM at a level of ~4.8% over the last
five years even as market yields in the overall economy were falling.

Net Profit:
HDFC Bank’s net profit has grown at a robust pace of 26% CAGR over FY11-16
led by higher than industry business growth rate coupled with improved
productivity and stable asset quality.
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Market Data
CMP (Rs.) 1,272
Face Value 2.0
52 week H/L (Rs.) 1,318/929
Adj. all time High (Rs.) 1,318
Decline from 52WH (%) 3.5
Rise from 52WL (%) 36.9
Beta 0.8
Mkt. Cap (Rs. Cr) 323,728
Fiscal Year Ended
FY14 FY15 FY16
Interest Income
41,136 48,470 60,221
(Rs.cr)
Interest Expense
22,653 26,074 32,630
(Rs.cr)
NIl (Rs.Cr) 18,483 22,396 27,592
Pre Pro Profit
14,360 17,404 21,364
(Rs. Cr)
EPS (Rs.) 35.3 40.8 48.6
P/E (x) 36.0 31.2 26.1
P/BV (x) 7.0 5.1 4.4
P/ABV (x) 7.2 5.2 4.5
ROE (%) 21.3 19.4 18.3
ROA (%) 1.9 1.9 1.9
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HDFC Bank: Business overview

HDFC Bank is one of the largest HDFC Bank, a new-generation bank, is one of the largest private sector bank in India. The Bank
private sector bank in India. has a nationwide distribution network of 4,541 branches and 12,013 ATM's in 2,587
cities/towns as of June 30, 2016. The bank has grown its balance sheet at a healthy pace of
21% CAGR to Rs 708,846 crore over FY11-16 maintaining high profit CAGR of 26%.

Loan growth across segments

HDFC bank’s advances grew at a robust CAGR of 24% over FY11-16 mainly attributed by the
strong growth in retail (25% CAGR) and wholesale advances (22% CAGR). The bank’s loan book
has healthy mix of retail and wholesale assets (53:47) as on FY16.
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Over the past five years, the retail loan book has outpaced the corporate loan book mainly
due to tactical move to rundown on wholesale book given the tough economic conditions
and strong underlying drivers in retail space. As pet the Bank, the growth in retail advances
has been primarily due to two factors. (1) extensive network of branches across the length
and breadth of the country which allows the bank to reach out to different customer
segments, and (2) emphasis on innovation across multiple channels, which offers customers
choice, convenience and a superior experience. Within retail loans, home loans (+24% CAGR
over FY13-16) and high-yielding unsecured loans (+29% CAGR in personal loans +27% CAGR
in credit cards) were the major drivers.
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Retail liability franchise

HDFC bank has registered healthy CAGR of 21% in deposits over FY11-16 led by 26% CAGR in
retail deposits. The Bank had a market share of ~5.4% in total domestic deposits as on FY16.
The bank has significant presence in retail deposits as retail deposits consisted 80% of total
deposits as on FY16.
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Stable Net Interest Margin (NIM)

HDFC Bank has consistently maintained its NIM at a level of ~4.8% over the last five years.
The higher proportion of retail loans in the bank’s portfolio has aided in maintaining the net
interest margins.
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Asset Quality

HDFC bank’s asset quality trend continues to be relatively stronger than peers despite
challenging macro environment largely due to stringent credit origination practices,
relentless monitoring system and adequate provisioning. The bank has managed to retain
its asset quality with gross non-performing assets (NPA) ratio at ~1% and Net NPA ratio at
~0.2% as of FY16. Both Gross and Net NPA ratios remained almost unchanged over the last
five years.
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Robust return profile

HDFC Bank’s net profit has grown at a robust pace of 26% CAGR over FY11-16 led by higher
than industry business growth rate coupled with improved productivity and stable asset
quality. As a result, the bank has consistently maintained its RoE and RoA in the range of
~17-21% and 1.6-1.9%, respectively over the last five years.
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Adequately capitalized

The Bank’s capital adequacy ratio (CAR) as per Basel lll norms continues to remain strong at
15.5% with Tier-l capital ratio of 13.2%. This will help the bank to grow its business at a
strong pace without raising fresh equity in the near to medium term. The bank has relatively
high Tier | capital adequacy ratio.
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Balance Sheet (Standalone)

Profit & Loss Account (Standalone)

Liabilities Interest Income 41,136 48,470 60,221
Capital 480 501 506 Interest Expense 22,653 26,074 32,630
Ei;f;f: andiSurplus ;5:223 42(1);82 512:}1;2 Net Interest Income 18,483 22,396 27,592
Borrowings 39,439 45,214 53,018 Non Interest Income 7,920 8,996 10,752
Other Liabilities & Provisions 41,403 32,557 36,725 Net Income 26,402 31,392 38,343
Total Liabilities 491,658 590,576 708,846 Operating Expenses 12,042 13,988 16,980
Assets 0 0 0 Total Income 49,055 57,466 70,973
Cash & Balances 39,584 36,331 38,919 Total Expenditure 34,695 40,062 49,610
r(;/::;r:eints ;(2)21(9)3(1) ;gg:igg igi:?gz Pre Provisioning Profit 14,360 17,404 21,364
Fixed assets 2,940 3,122 3,343 Provisions 1,588 2,076 2,726
Other assets 25,183 19,168 38,104 Profit Before Tax 12,772 15,329 18,638
Total Assets 491,658 590,576 708,846 Tax 4,294 5,113 6,342
Net Profit 8,478 10,216 12,296

Key Ratios (Standalone)

Per share data (Rs.)

EPS 35.3 40.8 48.6

DPS 6.9 8.0 9.5

BV 181.2 247.4 287.5

ABV 177.8 243.8 282.9

Valuation (%)

P/E 36.0 31.2 26.2

P/BV 7.0 5.1 4.4

P/ABV 7.2 5.2 4.5

Div. Yield 0.5 0.6 0.7

Capital (%)

CAR 16.1 16.8 15.5

Tier | 11.8 13.7 13.2

Tier Il 4.3 3.1 2.3

Asset (%)

GNPA 1.0 0.9 0.9

NNPA 0.3 0.2 0.2

PCR 70.0 77.8 73.7

Management (%)

Credit/ Deposit 82.5 81.1 85.0

Cost/ Income 45.6 44.6 443

CASA 44.8 44.0 43.2

Earnings (%)

NIM 4.8 4.7 4.8

ROE 21.3 19.4 18.3

ROA 1.9 1.9 1.9

Financial performance snapshot

Net interest income of the bank stood at Rs27,592cr in FY16, a growth of 23.2% as compared to Rs22,396cr in FY15. The NIM (net interest
margin) of the bank expanded by 7 bps to 4.8% from 4.7% during the year. The bank’s pre-provisioning profit grew by 22.7% YoY to
Rs21,364cr in FY16 from Rs17,404cr in FY15. Net profit increased by 20.4% to Rs12,296cr in FY16 from Rs10,216cr in FY15. CAR (Capital
Adequacy Ratio) contracted by 130 bps to 15.5% from 16.8% during the period under review.
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Disclaimer

@ All Rights Reserved

This report and Information contained in this report is solely for information purpose and may not be used as an offer document or solicitation
of offer to buy or sell or subscribe for securities or other financial instruments. The investment as mentioned and opinions expressed in this
report may not be suitable for all investors. In rendering this information, we assumed and relied upon, without independent verification, the
accuracy and completeness of all information that was publicly available to us. The information has been obtained from the sources that we
believe to be reliable as to the accuracy or completeness. While every effort is made to ensure the accuracy and completeness of information
contained, Indbank Limited and its affiliates take no guarantee and assume no liability for any errors or omissions of the information. This
information is given in good faith and we make no representations or warranties, express or implied as to the accuracy or completeness of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Indbank and its affiliates shall not be liable for any direct or indirect losses or damage of any kind arising from the use thereof. Opinion
expressed is our current opinion as of the date appearing in this report only and are subject to change without any notice.

Recipients of this report must make their own investment decisions, based on their own investment objectives, financial positions and needs of
the specific recipient. The recipient should independently evaluate the investment risks and should make such investigations as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document and should
consult their advisors to determine the merits and risks of such investment.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and is not meant for public
distribution. This document should 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, duplicated or sold in any form.
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