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Steady earnings growth
= Q3 PAT grew 19% YoY (16% QoQ) to Rs 122.6bn aided by strong
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= Higher upgrades and recoveries led to reduced provisioning; GNPA/
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Robust loan growth: During Q3FY23, HDFCB's loans grew 19.5% YoY aided by
strong CRB business while retail loans increased 20%. Deposits grew 20% YoY
wherein low-cost CASA posted one of the slowest growth rates (12% YoY) in eight
quarters — a systemic problem due to slower deposit repricing. Credit/deposit ratio
stood at 88%.

Healthy NIM: NIl grew 25% YoY and 9% QoQ to Rs 229.8bn supported by strong
core interest income. NIM (calc.) increased by 22bps QoQ to 4.3% (an income tax
refund contributed 5-6bps). Management indicated that the long-term NIM trend
would be a function of portfolio mix and any incremental margins would be largely a
function of the retail mix. Other income at Rs 85bn grew 12% QoQ (+4% YoY) due
to treasury gains of Rs 2.6bn.

PPoP healthy despite higher opex: HDFCB’s cost/income ratio remained elevated
with continued investment in branches and employees (added 684/841 branches in
Q3/9MFY23 with 600 more in the pipeline). We believe, the bank’s aggressive
expansion strategy will keep C/I elevated. However, core PPoP rose by a healthy
19% YoY vs. 11.7% in the year-ago quarter and 16.6% in Q2FY23.

Higher upgrades and recoveries keep asset quality stable: Despite an increase
in slippages, GNPA/NNPA were stable at 1.23%/0.33% owing to higher upgrades
and recoveries. The bank’s restructured book stood at 42bps of loans, but overall
provisioning at 166% of GNPA provides an additional cushion. Credit cost improved
to 76bps (vs. 93bps/100bps in Q2FY23/Q3FY22).

BUY, TP Rs 2,000: We expect HDFCB to post a credit CAGR of +20% and PPoP
CAGR of +18% over FY22-FY25 supported by healthy business dynamics. Credit
quality is likely to remain stable at current levels (GNPA/NNPA 1.2%/0.37%) with
ample provisioning (70%). We bake in a 19.5% PAT CAGR with ROA/ROE of 2%/
17.3% in FY25. Given our strong growth outlook for the bank, we assume coverage
with BUY and a TP of Rs 2,000, set at 3.3x FY24E ABV while we value the
subsidiaries at Rs 50/sh.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Key changes
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Ticker/Price HDFCB IN/Rs 1,585
Market cap US$ 108.3bn
Free float 74%
3M ADV US$ 122.2mn
52wk high/low Rs 1,722/Rs 1,272
Promoter/FPI/DII 21%/45%/34%

Source: NSE | Price as of 16 Jan 2023

Key financials
YIE 31 Mar

FY22A FY23E

FY24E

Net interest income

7,20,096 8,62,543 10,22,150

NIl growth (%) 11.0 19.8 18.5
Adj. net profit (Rs mn) ~ 3,69,614 4,41,527 5,11,995
EPS (Rs) 66.8 794 91.8
Consensus EPS (Rs) 66.8 78.6 89.8
P/E (x) 23.7 20.0 17.3
P/BV (x) 3.7 29 2.6
ROA (%) 1.9 1.9 1.9
ROE (%) 16.7 16.3 15.9
Source: Company, Bloomberg, BOBCAPS Research
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Fig 1 — Quarterly snapshot: Income statement

(Rs mn) QIFY22  Q2FY22  Q3FY22  Q4FY22 | QIFY23  Q2FY23  Q3FY23 | YoY(%)  QoQ (%)
Income Statement

Interest Income 235927 241,149 248955 259,089 | 274023 3040904 336414 35.1 10.63
Income on investments 64,931 64,506 65,258 65,765 71,936 77,019 80,392 232 438
'O”tthg:‘sba" with RBI & nter-bank funds & 3,971 7,878 10,467 9,633 5,762 4,751 10,271 (1.9) 116.2
Interest income 304,830 313,534 324,681 334487 | 351720 385864 427,078 35 10.68
Interest expense 134740 136690 140246 145760 | 156906 175652 197,199 4056 1227
Net interest income 170000 176,844 184435  1,88,727 | 194814 210212 229,878 246 9.36
Growth YoY (%) 86 1241 130 10.2 145 189 246 | 1161bps  577bps
Fee Income 38,854 49,459 50,751 56,303 53,604 58,029 60,526 19.3 43
Trading gains/(losses) 6,010 6,755 10,465 403 | (13117) (2,531) 2,614 (75.0) (203.3)
Forex Income 11,987 8,673 9,495 8,925 12,593 9,478 10,741 13.4 13.3
Others 6,034 9,121 11,125 10,740 10,802 10,980 1,117 (0.1) 13
Non-interest income 62,885 74,008 81,836 76,371 63,882 75,956 84,998 3.86 11.9
Growth YoY (%) 543 215 9.9 0.6 16 26 39 | (608bps) 123bps
Non-interest income (Ex- Treasury) 56,875 67,253 71,37 75,968 76,999 78,487 82,384 1543 5.0
Total income 232975 250,852 266270 265098 | 258,607 286167 314,877 18.3 10.0
Growth YoY (%) 18.0 147 124 73 1.0 14.4 183 | 619%bps  418bps
Staff expenses 27,656 29671 31,544 31,446 35,002 35,238 41262 308 17.4
Other operating expenses 53,949 63,108 66,967 70,082 70,016 77,007 83,374 245 8.3
Operating expenses 81,604 92,779 98511  1,01528 | 1,05018 112,246  1,24,636 265 11.0
Pre-Provisioning Profit (PPoP) 151370 158073 167,760  1,63570 | 153678 173922 190,241 1340 94
Growth YoY (%) 18.0 144 105 53 15 10.0 134 | 293bps  337bps
Pre-Provisioning Profit (Ex- Treasury) 145360  1,51,318  1,57,295  1,63,167 | 166,795 176453 187,627 19.28 6.3
Growth YoY (%) 238 18.2 17 9.7 147 166 193 |  755bps  267bps
Provisions 48308 39,247 29,940 33,124 31877 32,401 28,064 (6.26) (13.4)
Growth YoY (%) 24.1 6.0 (12.3) (29.4) (34.0) (17.4) (6.3) |  604bps  1118bps
PBT 103062 118826 137,820  1,30447 | 121,801 141520 162,176 177 146
Tax 25,766 30,483 34398 29,895 29,841 35,463 39,581 15.1 116
PAT 77,296 88343  1,03422  1,00,552 91,960  1,06058  1,22,595 185 15.6
Growth YoY (%) 16.1 176 18.1 2238 19.0 20.1 185 45bps  (151bps)
Per Share

FV (Rs) 1 1 1 1 1 1 1 0.0 0.0
EPS (Rs) 14 16 19 18 17 19 2 17.8 15.3
Book Value (Rs) 384 395 414 433 451 456 480 15.8 5.2

Source: Company, BOBCAPS Research
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Fig 2 — Quarterly snapshot: Balance sheet & Key ratios

(Rs mn) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 YoY (%) QoQ (%)
Balance sheet

Deposits 1,34,58,293  1,40,63433 1,44,59,181 1,55,92,174 | 1,60,47,600 1,67,34,080 1,73,32,040 19.9 36
Growth YoY (%) 132 144 138 16.8 19.2 19.0 19.9 612bps 88bps
Advances 1,14,76,516  1,19,88,374 1,26,08,628 1,36,88,209 | 1,39,50,677 1,47,98,732 1,50,68,093 195 1.8
Growth YoY (%) 144 155 16.5 208 216 234 195 301bps (394bps)
Investment 4361316 4162926 4225853 4555357 | 4961567  51,91,159  52,72,767 248 1.6
Equity 2124879  21,87,101 22,96,396  24,00929 | 2502849 2541114  26,75424 16.5 5.3
Assets 1,7539,411 1,84,48447 1,93,82,860 2,06,85351 | 2,10,97,715 2,22,78,934  2,29,53,053 184 3.0
Growth YoY (%) 135 14.6 172 184 203 208 184 125bps (234bps)
Yield (%)

Yield on Funds 717 7.19 7.14 6.99 7.07 7.52 8.03 89bps 51bps
Cost of Funds 3.66 3.61 3.51 345 3.56 3.84 4.13 61bps 28bps
Spread 3.52 3.59 3.63 3.54 3.50 3.68 3.91 28bps 23bps
Net Interest Margin 4.00 4.06 4.06 3.94 3.91 410 4.32 27bps 23bps
Ratios (%)

Other Income / Net Income 270 29.5 30.7 28.8 247 26.5 27.0 (374bps) 45bps
Cost to Income ratio 65.0 63.0 63.0 61.7 59.4 60.8 60.4 (259bps) (36bps)
CASA ratio 455 46.8 471 48.2 45.8 454 44.0 (309bps) (138bps)
C/D ratio 85.3 85.2 87.2 87.8 86.9 88.4 86.9 (26bps) (150bps)
Investment to Assets 249 226 218 220 235 233 23.0 117bps (33bps)
Assets Quality

GNPA 1,70,985 1,63,461 1,60,136 1,61,410 1,80,337 1,83,010 1,87,639 172 25
NNPA 54,858 47,551 46,768 44,077 48,877 48,827 50,243 74 29
Provision 1,16,127 1,15,910 1,13,368 1,17,333 1,31,459 1,34,183 1,37,396 212 24
GNPA (%) 147 1.35 1.26 1.17 1.28 1.23 1.23 (3bps) Obps
NNPA (%) 0.48 0.40 0.37 0.32 0.35 0.33 0.33 (4bps) Obps
Provision (%) 67.9 709 708 727 729 733 732 243bps (10bps)
Slippages (%) 25 1.8 1.6 1.3 2.1 1.6 1.8 20bps 20bps
Others

Branches 5,653 5,686 5,779 6,342 6,378 6,499 7,183 1,404 684
ATMs 16,291 16,642 17,238 18,130 18,620 18,868 19,007 1,769 139
Employees 1,23,473 1,29,341 1,34,412 1,41,579 1,52,511 1,61,027 1,66,890 32,478 5,863

Source: Company, BOBCAPS Research
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Loans and deposits

During Q3FY23, HDFCB'’s loans grew 19.5% YoY (1.8% QoQ) aided by a strong
uptick in commercial & rural business (CRB: 30.2% YoY). Retail loans increased
19.9% YoY backed by robust personal loan growth (23.4% YoY and 6.3% QoQ).
Corporate loans dipped 1% QoQ but jumped 20.3% YoY.

On the liability side, deposits grew by 19.9% YoY wherein low-cost CASA (current
account and savings account) slowed to 12% YoY, resulting in a CASA ratio of
44% (-140bps Qo0Q).

Strong credit offtake led to a 78bps increase in credit/deposit ratio to 87.7%.

NIl and NIM

NIl increased by 24.6% YoY and 9.4% QoQ to Rs 229.8bn, wherein interest
income grew 31.5% YoY on the back of (1) strong core interest income and (2) a
jump in other income to Rs 7.9bn (vs. Rs 3.1bn in Q2FY23), led by an income tax
refund that contributed 6bps to NIM.

NIM (calc.) during the quarter increased by 22bps QoQ to 4.3%.

Other income at Rs 85bn grew at a muted 4% YoY on a higher base, but was up
12% sequentially as the bank booked a treasury gain of Rs 2.6bn vs. a loss of
Rs 2.5bn last quarter from the AFS (available for sale) book.

Fee income was up 19.3% YoY (4.3% QoQ), aiding other income (ex-trading)
growth of 15.4% YoY and 5% QoQ.

Pre-provisioning operating profit (PPoP)

Cl/I ratio remained elevated at 39.6% vs. 37% in Q3FY22 and 39.2% in Q2FY23 as
a result of sustained investment in branches and employee addition. Further, a
Rs 2.5bn-3bn provision towards ESOPs boosted opex.

We believe the bank’s aggressive approach towards branch addition (added 684
branches during the quarter and 841 year-to-date with 600 more in the pipeline) will
keep the bank’s short-term C/I ratio elevated.

PPoP grew 13.4% YoY (9.4% QoQ); however, core PPoP rose by a healthy 19%
YoY vs 11.7% a year ago and 16.6% in Q2FY23.

4 16 January 2023
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Asset quality

The bank’s asset quality remained healthy with GNPA and NNPA ratio sequentially
flat at 1.23% and 0.33% respectively, with PCR of 73.2%.

Slippages (annualised) during the quarter stood at 1.8% to Rs 66bn (1.4% to
Rs 53bn excluding the agriculture segment). Covid-based restructured loans
declined to 42bps of loans at Rs 64bn vs. 62bps in the prior quarter.

Total provisions including floating (Rs 14.5bn), contingent (Rs 230.9bn) and
general (Rs 66bn) provisions stood at 166% of GNPA, which provides an additional
cushion against the mandated requirement.

Credit cost improved to 74bps (vs. 87bps/94bps in Q2FY23/Q3FY22).

Subsidiaries

For Q3FY23, HDB Financial Services posted PAT of Rs 5bn (+65%/6.3% YoY/QoQ
with AUM of Rs 651bn (+7.6% YoY). Gross stage-3 loans improved substantially by
120bps to 3.7% of loans, while CAR/tier | capital was healthy at 20.5%/16%.

HDFC Securities’ revenue fell 6% YoY to Rs 5bn while PAT dropped 21% YoY to
Rs 2bn.

Macro indicators

High-frequency indicators suggest that the domestic economy held up well in
Q3FY23.

GST collections remained robust with an increase in manufacturing & service PMI.

HDFCB’s management estimates domestic GDP growth at 7% for FY24.

P&L and balance sheet

Retail CASA grew 14% YoY with savings accounts up 22%. The retail segment
constitutes 70% of total current accounts, which grew 14% YoY. Wholesale current
account deposits declined 4% YoY.

The bank remains focused on mobilising granular deposits and garnered Rs 670bn
in retail deposits during the quarter.

Retail deposits constitute 84% of the bank’ total deposits.
The liquidity coverage ratio (LCR) ratio stood at ~113%.

NIM of 4.3% includes 5-6bps due to interest on an income tax refund. NIM
movement will depend on the loan mix; however, the bank expects margins to
witness a positive bias with controlled cost measures.

Retail fees contributed 93% of total fee income.

Employee expenses include Rs 2.5bn-3bn related to ESOPs.

5 16 January 2023
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Asset quality

GNPA includes standard accounts of ~17bps, which were added because other
facilities of borrowers are NPAs.

Excluding the agriculture segment, the GNPA ratio stood at 100bps vs. 104bps in
Q3FY22 and 103bps in Q2FY23.

Recoveries and upgrades along with write-offs remained at Rs 31bn each. Sale of
NPA was at Rs 2bn.

The restructured book stood at Rs 64bn (42bps of loans) and additional exposure
of these borrowers was at Rs 11bn (8bps of loans), totalling to 50bps of loans.

Out of the total contingent provision of Rs 108bn, Rs 2bn was utilised during the
quarter.

Business & Networks

Wealth management is now offered from 691 locations, including 189 added during
the quarter.

HDFCB offers gold loans through 3,938 branches — up 3x since FY22.

In terms of employee base, the bank hired 5,863 people in Q3 and 32,478 in the
past one year.

A total of 2.6mn new liability customers were added in Q3, up 12% YoY.

The bank added 1.2mn cards in Q3, taking the total to 17mn. Cards spending grew
27% YoY backed by higher consumer spends. The revolve rate has not picked up
and remained at 65-70% of pre-Covid levels.

The bank is witnessing demand from sectors such as NBFCs, PSUs, retail and
infrastructure.

A National Company Law Tribunal (NCLT) hearing date for the upcoming merger
has been finalised for 27 Jan 2023.

HDB Financials

The customer base stands at 11.2mn with ~2.6mn added in the past one year.
73% of loans are secured in nature with Stage-3 loans at 3.73%.
Overall PCR stands at 53% with 54%/85% on secured/unsecured book.

ROA was at 3.1% and ROE at 18.8%.

HDFC Securities

The company added 0.9mn new clients in the past year for a total of 4.3mn.

93% of active clients are using the digital platform.
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(Rs mn) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 | YoY (%) QoQ(%)  Mix (%)
Retail Loans

Home Loans 7,22,350 7,57,540 7,89,920 8,30,560 8,82,490 9,30,500 9,75,930 235 49 6.1
Loan Against Property 5,16,960 5,44,260 5,77,360 6,22,480 6,51,160 6,93,130 7,24,360 255 45 46
Auto Loans 9,19,100 9,51,950 964,260  10,04,630 | 1040030  10,87,880  11,24,420 16.6 34 741
Two Wheelers 95,260 97,130 92,880 92,880 91,950 95,970 97,590 5.1 1.7 0.6
Gold Loans 82,130 81,090 81,980 83,500 88,080 94,340 1,00,420 225 6.4 0.6
Personal Loans 12,04660 1263580  13,33,990 14,001,270 | 1479280 1548200  16,46,410 234 6.3 10.2
Payment products 6,30,920 6,77,830 7,33,050 7,67,570 8,01,420 8,19,660 8,33,140 13.7 1.6 5.4
Other retail Loans 4,11,370 456,040 4,84,070 5,14,790 5,44,400 5,35,800 5,63,740 16.5 5.2 35
Total Retail Loans 4582,750 4829420  50,57,510  53,17,680 | 5578810  58,05480  60,66,010 19.9 45 38.1
Commercial & Rural

Banking

Emerging Corporates 12,34900  12,96,120 3841950  14,78,350 | 1527810 1645580  17,06,230 (55.6) 37 10.8
Business Banking 14,67,690  15,98,070 19,15990 | 19,91,680  21,80,140  23,20,490 6.4 14.3
Commercial Transportation 6,59,690 6,96,010 8,07,570 8,45,370 9,18,900 9,96,840 8.5 6.0
Agriculture 5,01,050 5,60,040 5,60,310 6,46,450 6,15,790 7,02,780 7,09,120 26.6 0.9 46
g‘;‘:&iggmme”’ia' Rural 3863330 4150240 4402260 4848360 | 4980650 5447400  57,32680 30.2 52 358
Corporate & Other Wholesale 3146210 3124230 3261820  3640,110 | 36,39,390  39,67,790  39,22,540 20.3 (1.1 26.1
Total Gross Loan 1,15,92,290 1,21,03,890 1,27,21,590 1,38,06,150 | 1,41,98,850 1,52,20,670 1,57,21,230 23.6 33 100
Source: Company, BOBCAPS Research

Fig 4 — Portfolio mix

(%) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 | YoY (bps) QoQ (bps)
Retail Loans

Home Loans 6.2 6.3 6.2 6.0 6.2 6.1 6.2 0 9
Loan Against Property 45 45 45 45 4.6 46 46 7 5
Auto Loans 79 79 76 73 73 71 72 (43) 0
Two Wheelers 0.8 0.8 0.7 0.7 0.6 0.6 0.6 (1) (1)
Gold Loans 0.7 0.7 0.6 0.6 0.6 0.6 0.6 (1) 2
Personal Loans 104 104 105 10.1 104 10.2 105 (1) 30
Payment products 54 5.6 5.8 5.6 5.6 5.4 53 (46) 9)
Other retail Loans 35 3.8 3.8 37 3.8 35 36 (22) 7
Total Retail Loans 39.5 39.9 39.8 38.5 39.3 38.1 38.6 (117) 44
Commercial & Rural Banking

Emerging Corporates 10.7 10.7 30.2 10.7 10.8 10.8 109 (1935) 4
Business Banking 127 132 0.0 139 14.0 143 14.8 1476 44
Commercial Transportation 5.7 5.8 0.0 5.8 6.0 6.0 6.3 634 30
Agriculture 43 46 44 47 43 46 45 11 (1)
Total Commercial Rural Banking 33.3 34.3 34.6 35.1 35.1 35.8 36.5 186 68
Corporate & Other Wholesale 2741 25.8 25.6 26.4 25.6 26.1 25.0 (69) (112)
Total Gross Loan 100.0 100.0 100.0 100.0 100.0 100.0 100.0 -

Source: Company, BOBCAPS Research
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Fig 6 — Deposit grew 20% YoY
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Fig 7 — CASA growth slows Fig 8 — Assets grew by 18.4% YoY
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Fig 9 — Deposit repricing lagged loan repricing Fig 10 — Elevated NIM backed by slower deposit repricing
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Fig 11 — Continuous branch expansion kept C/I elevated
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Fig 12 — PPoP growth at 13.4% YoY

(Rs bn) mmmm Opex == Cost to Income (R) (%) (Rs bn) s PPoP - =—0— Growth YoY (R) (%)
150 406 r 42 200 - r 25
302 398 %9
120 : - 40 160 { 181 173 o 180
90 - - 38 120
60 - - 36 80
30 - 34 40
0 - 32 0
& & &8 &8 8 8 §8 §8 & & % & & & & 8 8 8 §8 © g g
s E g oo E g [l E g R o R R A (o R S N (R T
5 8 & & 53 8 & & & 3 & 5 & & & &5 3 & & 3 &5 &
Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research
Fig 13 — Asset quality remained stable QoQ Fig 14 — Credit cost continued its downward trajectory
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Fig 15 — PAT grew 18.5% YoY supported by higher topline Fig 16 — Maintained its high return ratios
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Fig 17 — RWA/Asset ratio remained stable at 67% Fig 18 — Bank is well capitalised with CAR of 19.4%
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HDFCB'’s Q3FY23 performance remained healthy on the back of strong credit growth
and lower provisions. We expect the bank to deliver a credit CAGR of 20% and a 19%
CAGR in assets during FY22-FY25. Robust growth in credit is likely to be driven by the
CRB and retail segments with some moderation in corporate business. Despite a
probable reversal in the interest rate regime in H2FY24, we believe the bank can
maintain NIM above 4% supported by a healthy CASA mix and change in loan mix
towards retail (retail/wholesale at 45:55 currently).

We expect growth in non-interest income to remain healthy (17% CAGR over FY22-
FY25E vs. 7% YoY growth in FY23E) supported by strong fee income (18.5% CAGR).
The bank’s strategy towards branch expansion and employee addition will keep its C/I
ratio elevated, albeit with some moderation likely in FY25. On the back of strong topline
growth coupled with gradual recovery in non-core income, we expect HDFCB’s PPoP to
post an 18% CAGR over our forecast period

Barring any incremental shock on asset quality, the bank is likely to maintain a healthy
asset base (GNPA/NNPA/PCR at 1.2%/0.37%/70% in FY25E). Further, a conservative
strategy towards asset quality with buffer provisioning (floating, contingent and general
provisions constitute 166% of GNPA) will keep credit cost under control and help
improve profitability. Additionally, we expect further moderation in the restructured book,
which currently stands at 42bps of loans.

In terms of CAR, HDFCB is well capitalised at 19.4% wherein CET 1 stands at 17.2%.
We do not foresee major additions to risk weighted assets (current RWA/asset ratio at
67%), which is likely to keep CAR at a healthy level of 18.2%/17.4% in FY24/FY25.
Strong capitalisation would provide better potential to garner higher business share.
Given tight cost control, consistent growth in other income coupled with lower
provisioning requirement, HDFCB is likely to sustain growth momentum in return ratios.
We bake in a 19.5% PAT CAGR over FY22-FY25 with ROA/ROE of 2%/17.3% in FY25.

Considering our strong growth outlook for the bank, we assume coverage with a BUY
rating and an SOTP-based TP of Rs 2,000, set at 3.3x FY24E ABV plus a value of
Rs 50/sh for the bank’s subsidiaries.

Fig 19 — Key assumptions

Parameter FY22 FY23E FY24E FY25E
Advances (Growth YoY %) 208 204 20.7 21
Net Interest Income (Growth YoY %) 11.0 19.8 18.5 222
PPoP (Growth YoY %) 11.7 10.7 20.0 237
PAT (Growth YoY %) 18.8 19.5 16.0 235
NIM (%) 4.00 3.97 3.95 4.02
GNPA (%) 1.17 1.23 1.21 1.21
CAR (%) 19.3 19.5 18.2 174

Source: Company, BOBCAPS Research
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Business Valuation Holdings Rs/Share
HDFC Bank 3.3x FY24E ABV 100 1,950
HDB Financials 1.3x FY24E ABV 94.9 29
HDFC Securities 12x FY24E EPS 95.6 21
Total 2,000

Source: BOBCAPS Research

Key downside risks to our estimates are:

= elongation of the merger process of HDFC Ltd coupled with no relaxation on

statutory requirements, and

= aweak demand environment, leading to overall slowdown in credit offtake.
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Y/E 31 Mar (Rs mn) FY21A FY22A FY23E FY24E FY25E YIE 31 Mar (x) FY21A FY22A FY23E FY24E FY25E
Net interest income 6,48,796 7,20,096 8,62,543  10,22,150  12,48,787 PIE 28.0 237 20.0 17.3 14.0
NIl growth (%) 15.5 11.0 19.8 18.5 222 PBV 4.3 3.7 2.9 2.6 2.3
Non-interest income 2,52,049 2,95,099 3,14,901 3,92,262 4,74,380 Dividend yield (%) 0.0 04 1.1 1.3 1.6
Total income 9,00,845  10,15,195  11,77,445 14,14,412  17,23,166
Operating expenses 3,27,226 3,74,422 4,68,086 5,63,161 6,70,120 DuPont Analysis
PPOP 5,73,618 6,40,773 7,09,358 8,51,251 10,53,046 YIE 31 Mar (%) FY21A FY22A FY23E FY24E FY25E
PPOP growth (%) 17.7 1.7 10.7 20.0 23.7 Net interest income 4.0 38 3.8 3.8 3.9
Provisions 1,567,029 1,50,618 1,22,856 1,66,765 2,07,849 Non-interest income 15 15 14 15 15
PBT 4,16,590 4,90,155 5,86,502 6,84,486 8,45,197 Operating expenses 2.0 2.0 21 21 21
Tax 1,05,425 1,20,541 1,44,975 1,72,490 2,12,990 Pre-provisioning profit 35 34 31 3.2 3.3
Reported net profit 3,11,165 3,69,614 4,41,527 5,11,995 6,32,208 Provisions 1.0 0.8 0.5 0.6 0.6
Adjustments 0 0 0 0 0 PBT 25 26 2.6 25 26
Adjusted net profit 3,11,165 3,69,614 4,41,527 5,11,995 6,32,208 Tax 0.6 0.6 0.6 0.6 0.7
ROA 1.9 1.9 1.9 1.9 2.0
Balance Sheet Leverage (x) 8.7 8.6 8.4 8.4 8.8
YIE 31 Mar (Rs mn) FY21A FY22A FY23E FY24E FY25E ROE 16.6 16.7 16.3 15.9 17.3
Equity capital 5,513 5,546 5,577 5,577 5,577
Reserves & surplus 20,31,695  23,95384  30,09,823  34,04,060 3897,182 Ratio Analysis
Net worth 20,37,208  24,00,929  30,15400  34,09,637  39,02,758 YI[E 31 Mar FY21A FY22A FY23E FY24E FY25E
Deposits 1,33,50,602 1,55,92,174 1,87,88,570 2,27,34,170 2,73,58,300 YoY growth (%)
Borrowings 13,54,873  18,48,172  20,36,686  22,81,088  27,12,214 Net interest income 15.5 11.0 19.8 18.5 22.2
Other liab. & provisions 7,26,022 8,44,075 7,95,559 9,66,279  12,98,959 Pre-provisioning profit 17.7 1.7 10.7 20.0 23.7
Total liab. & equities 1,74,68,705 2,06,85,350 2,46,36,214 2,93,91,174 3,52,72,231 EPS 17.8 18.1 18.8 15.6 23.5
Cash & bank balance 11,94,704 1523269  12,80,476 15,82,016  19,21,046 Profitability & Return ratios (%)
Investments 44,37,283 4555357  5526,360  64,63,512  76,56,922 Net interest margin 4.2 4.0 4.0 4.0 4.0
Advances 1,13,28,366  1,36,88,209 1,64,80,604 1,98,92,089 2,40,69,428 Fees / Avg. assets 1.0 1.0 1.0 1.0 1.0
Fixed & Other assets 5,08,352 9,18,515  13,48,775 14,53,556  16,24,834 Cost-Income 36.3 36.9 39.8 39.8 38.9
Total assets 1,74,68,705 2,06,85,351 2,46,36,214 2,93,91,174 3,52,72,231 ROE 16.6 16.7 16.3 15.9 17.3
Deposit growth (%) 16.3 16.8 20.5 210 20.3 ROA 1.9 19 1.9 1.9 2.0
Advances growth (%) 14.0 20.8 204 20.7 21.0 Asset quality (%)
GNPA 1.3 12 1.2 1.2 1.2
Per Share NNPA 0.4 0.3 0.3 0.4 0.4
YIE 31 Mar (Rs) FY21A FY22A FY23E FY24E FY25E Slippage ratio 1.6 24 1.9 2.2 23
EPS 56.6 66.8 79.4 918 113.4 Credit cost 11 0.8 0.8 0.9 0.9
Dividend per share 0.0 6.5 18.2 21.1 24.9 Provision coverage 69.8 72.7 72.5 71.0 70.0
Book value per share 369.5 432.9 540.7 611.4 699.8 Ratios (%)
Credit-Deposit 84.9 87.8 87.7 87.5 88.0
Investment-Deposit 332 29.2 294 284 28.0
CAR 18.8 19.3 19.5 18.2 174
Tier-1 17.6 18.3 17.8 16.7 15.9
Source: Company, BOBCAPS Research
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN ORINTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Ratings and Target Price (3-year history): HDFC BANK (HDFCB IN)
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Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS'’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any
regulatory authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till

03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017. BOBCAPS CIN Number: U65999MH1996G01098009.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives

of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or

potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material
is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS’s clients. 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. BOBCAPS research reports follow rules laid down by Securities and
Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate
finance advisory or any other activity that may affect the independence of its research reports.

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
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on

as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.
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We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research
report/activities. Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory
services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or
merchant banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the
date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and
the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold
harmless BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the
“Losses”) which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or
MAYBANK as a result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly
occasioned by or result from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities
(London) Ltd) (“MSL") who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively
referred to as “MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it
available to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report
shall be solely at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.

By accepting this report, you agree to be bound by the foregoing limitations.
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