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Net profit beats market estimates; On the path of exponential growth

Net Interest Income stood at Rs. 28,471 crores in Q3FY24, up 4.0% QoQ / up 23.9% YoY. Pre-
provision operating profit (PPOP) stood at Rs. 23,647 crores in Q3FY24, up 4.2% QoQ / 24.3%
YoY, missing market estimates marginally of Rs. 23,700 crores. Provisions rose significantly to
Rs. 4,217 crores in Q3FY24, up 45.2% QoQ / 50.3% YoY. Provisions have increased due to Rs.
1,220 crores of contingent provisions regarding investment in AlFs under the RBI Circular dated
19 December 2023. The bank’s quarterly net profit of Rs. 16,373 crores in Q3FY24 surpassed
market expectations of Rs. 16,016 crores. NIM remained stable sequentially at 3.6% in Q3FY24.
However, there was compression of 50bps on a YoY basis. Gross NPA stood at 1.26% in
Q3FY24, down 6bps QoQ / up 3bps YoY. Net NPA stood at 0.31% in Q3FY24, down 4bps QoQ /
down 3bps YoY. Capital Adequacy Ratio stood at 18.4% in Q3FY24, down 115bps / up 73bps
YoY. This was mainly due to the increase in the risk-weight assets on unsecured and other loans.
Gross Deposits stood at Rs. 22,13,977 crores in Q3FY24, up 1.9% QoQ / up 27.7% YoY. The
bank’s savings account deposits stood at Rs. 5,79,900 crores, current account deposits at Rs.
2,55,800 crores, and time deposits stood at Rs. 13,78,300 crores. Gross Advances stood at Rs.
24,46,076 crores in Q3FY24, up 4.9% QoQ / 62.3% YoY. CASA ratio improved and stood at
37.7% in Q3FY24, up 10bps QoQ / down 630bps YoY. HDB Financial Services Ltd., the NBFC
arm of the bank, reported a net revenue of Rs. 2,350 crores in Q3FY24, a growth of 5.0% YoY.
Furthermore, the lending company’s PAT stood at Rs. 640 crores, showing a healthy growth of
27.1% YoY. HDFC Life Insurance Company Ltd., the life insurer subsidiary of the bank, reported
a Total Premium Income of Rs. 15,530 crores in Q3FY24, showcasing a growth of 6.5% YoY. The
PAT stood at Rs. 370 crores, up 15.8% YoY. HDFC Ergo General Insurance Company Ltd.
reported a PAT of Rs. 130 crores in Q3FY24, up 6.2% YoY.

Key Highlights

Particulars (Rs. crores)

Q3FY23 Q2FY24 Q3FY24 YoY (%)* QoQ (%)

Net Interest Income 22,988 27,385 28,471 23.9 4.0
PPOP 19,024 22,694 23,647 24.3 4.2
Net Profit 12,260 15,976 16,373 33.6 25
NIM (%) 4.10 3.60 3.60 (50bps) -
ROA (%) 3.10 2.20 1.96 (114bps) (24bps)
GNPA (%) 1.23 1.34 1.26 3bps (8bps)
NNPA (%) 0.33 0.35 0.31 (2bps) (4bps)
CASA (%) 44.0 37.6 37.7 (630bps)  10bps

Source:Company, StoxBox
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Sector Outlook Positive
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Valuation and Outlook

India's largest private sector lender, HDFC Bank Ltd., reported decent Q3FY24 results, with net profit beating
market estimates. Amidst the NIM compression experienced by the banking industry, the private lender
managed to sustain it on a sequential basis. Though the bank took a hit in its capital due to higher risk weights
on unsecured loans, we believe that the growth in unsecured loans has been modest. With the aim of the bank
to have over 13,000 branches in the next three to five years, we remain optimistic about building momentum on
deposit growth in the long run. This will improve its CASA ratio going forward. Also, PAT improved in Q3FY24
due to lower taxes and higher treasury gains. Going forward, due to the bank’s legacy of healthy credit profiling,
we do not see any further deterioration in its asset quality and expect it to be stable. Also, due to the bank's vast
branch network, its subsidiaries can access large cross-selling opportunities, thus indirectly supporting the
topline growth. However, the effect of synergies due to the merger is still to be reflected in the bank’s numbers,
and a wide gap is seen between advances growth and deposit growth. Thus, our outlook remains positive in the

medium to long term, with the effect of synergies of the merger a key monitorable in the forthcoming quarters.

Key Concall Highlights

e HDFC Bank’s gross advances saw healthy growth primarily driven by strong performance in the mortgage
business. Furthermore, 84% of total deposits are comprised of retail deposits due to the bank’s focus on

granular deposits.

e On the distribution footprint expansion, as of 31st December 2023, the bank’s branch network stood at 8,091
outlets with the addition of 146 branches in Q3FY24. Additionally, around 10,000 employees were added in
this quarter to engage and deepen its relationship with its customer base of around 93 million. However,
the bank’s target of opening around 1,500 branches in FY24 looks difficult to materialize. Thus, the
company has revised its target of opening 1,000 branches in FY24, with 570 branches in the pipeline for
Q4FY24.

The total provisions in Q3FY24 are elevated due to additional contingent provisions of approximately Rs.

1,220 crores pertaining to investments in AIF due to a recent RBI circular dated 19 December 2023.

The bank’s asset quality happens to be in a comfortable state as the total provisions comprising specific

floating, contingent, and generals were about 159% of gross non-performing loans. This is in addition to

security held as collateral in several of the cases.

On the deposit front, the bank saw a decline of around 3.3% QoQ in its non-retail deposits due to its focus on

granular deposits.

The bank sees mortgage loans as a big opportunity for them where they are targeting around 5.6 million

customers. This will enhance its NIMs and will further lead to a pick-up in RoAs in the medium term.

e The management expects the CASA ratio to improve in the long run and get back in the range of 42%-44%,

as they expect customer spending will abate at some point in time and the addition of new customers.

Though there has been some impact visible due to the RBI's circular on risk-weighted assets, the
management alluded to the unsecured loan book to be an extremely profitable product. This is mainly on
account of its delinquency and NPA profile which happens to be better than its secured book through the
bank’s credit filter. Furthermore, due to enough headroom and opportunity for the unsecured book, the

bank will continue to grow at a pace of 18-20%.

“The management believes
that on the macro front,
there is healthy domestic
economic activity driven by
robust common spending,
primarily in capital
expenditure, improvement in
domestic manufacturing,
and resilient services sector
performance.”

“The bank has not yet
booked gains on HDFC
Credila, the education loan
subsidiary arm of HDFC
Bank, as it is awaiting
regulatory clearance before
the transaction can close.
The management is hopeful
that the transaction will be
closed soon but there is no
concrete time for the
transaction to conclude.”

‘HDFC Bank has sold its
entire stake (4.31%) in
Bandhan Bank in Q3FY24.
However, the management
did not wish to inform the
gains from the particular
transaction.”
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Key Financials

YE March (Rs. crores) FY18 FY19 FY20 FY21 FY22 FY23 9IMFY24
Net Interest Income 40,095 48,243 56,186 64,880 72,010 86,840 79,456
Growth % 20.3% 16.5% 15.5% 11.0% 20.6%

PPOP 32,625 39,750 48,750 57,362 64,080 70,410 65,113
Growth% 21.8% 22.6% 17.7% 11.7% 9.9%

Net Profit 17,500 21,100 26,300 31,100 36,960 44,110 44,300
Growth % 20.6% 24.6% 18.3% 18.8% 19.3%

EPS 34.00 39.00 48.00 57.00 67.00 79.00 64.06
NIM (%) 4.30% 4.30% 4.30% 4.20% 4.10% 4.10% 3.80%
ROA (%) 1.90% 1.90% 2.00% 2.00% 2.00% 2.10% 2.00%
RoE (%) 18.20% 16.30% 16.80% 16.60% 16.90% 17.40% 15.80%
BV per Share (Rs.) 205.00 274.00 312.00 370.00 433.00 502.00 556.20
P/E (x) 49.6 43.2 35.1 29.6 25.1 21.3 26.2
P/BV (X) 8.2 6.1 5.4 46 3.9 3.4 3.0
Cost to Income Ratio 41.00% 39.70% 38.60% 36.30% 36.90% 40.40% 40.30%

Source: Company, Stoxbox
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification :

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our personal views
about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated
person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer :

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not construed as
an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates
to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date
appearing in the material and may be subject to change from time to time. Prospective investors are cautioned that any forward looking statement are
not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice.

BP EQUITIES Pvt. Ltd or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person
from any inadvertent error in the information contained in this report.

BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any
matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations. BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may
have interests/ positions, financial or otherwise in the securities mentioned in this report. Opinions expressed are our 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, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any locality, state
and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or would subject to BP EQUITIES
Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.

Stoxbox is a brand of BP Equities Pvt Ltd and BP Equities Pvt Ltd is a SEBI Registered broker.

BP Equities Pvt Ltd — SEBI Regn No: INZ000176539 (BSE/NSE), INZ000030431 (MCX/NCDEX), IN-DP-CDSL-183-2002 (CDSL),INHO00000974
(Research Analyst) CIN: U45200MH1994PTC081564BP Comtrade Pvt Ltd — SEBI Regn No: INZ000030431 CIN: U45200MH1994PTC081564

For complaints, send email on investor@bpwealth.com.

Corporate Office :
4t floor, Rustom Bldg, 29, Veer Nariman Road, Fort, Mumbai-400001
Phone- +91 22 6159 6464 | Fax-+91 22 6159 6160 |

Corporate Office :
24/26, 1st floor, , Cama Building, Dalal street, Fort, Mumbai-40000
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