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HDFC Ltd  
| In line 
 

Disbursement growth is on expected lines driven by pick up in corporate 
disbursement. The loan portfolio (inclusive of sell down) has increased by 24% 
yoy. This along with improvement in spread has lead to strong NII growth. The 
disbursement growth for the full year is expected to be ~25% with spread in the 
range of 2.20%-2.25%. HDFC Ltd’s housing business is trading at 5.3x 1-yr 
forward ABVPS, which is 32% premium to its historic median valuation of 4x. 
We see limited scope for multiple expansion from current level given stable 
return ratio over FY10-12e. The Return on asset is expected to remain stable 
at 2.7% over FY10-12E. Hence we maintain Neutral rating on the stock. 
 
» Strong NII growth: HDFC reported 25% yoy growth in net interest income 

driven by yoy improvement in spread and buoyant disbursement. The loan 
portfolio inclusive of sell down has also increased by 24% yoy. Spread 
increased to 2.34% from the level of 2.2%. Spreads are expected to stabilize 
at 2.25% level with the rise in cost of fund. Disbursement during the quarter 
increased by 27% to Rs173bn yoy whereas approvals increased by 29% yoy 
to Rs208bn.   

 
» Stable PAT growth: PAT increased by 22% to Rs8.05bn in line with 

estimates. During quarter, the bank booked trading income to the tune of 
Rs0.6bn.  
 

» Improvement in asset quality: Asset quality has shown consistent 
improvement with GNPA declining to 0.86% compared to 0.95% year ago. 
HDFC carries a coverage ratio of 77% which is almost double the regulatory 
requirement. 

 

TARGET RS 686 (-5%) 
 

STOCK RATING 
BUY NEUTRAL SELL 

   
> 15% -15% TO +15%  < -15% 

 
COMPANY DATA 
O/S SHARES : 1460MN 
MARKET CAP (RS) : 1058BN 
MARKET CAP (USD) : 23.9BN 
52 - WK HI/LO (RS) : 780 / 460 
AVG. DAILY VOL. (3MTH) : 3.5MN 
FACE VALUE (RS) : 10 
 
SHARE HOLDING PATTERN, % 
FII / NRI : 74.5 
FI / MF : 13.3 
NON PROMOTER CORP. HOLDINGS : 1.5 
PUBLIC & OTHERS : 10.7 
 
PRICE PERFORMANCE, % 
 1MTH 3MTH 1YR 
ABS  5.9  19.9 28.9 
REL TO BSE  3.0  7.6 12.5

 

VALUATION SUMMARY 

Y/E MAR, RS MN FY2008  FY2009  FY2010  FY2011E  FY2012E 

PRE-PROV ROE (%) 31.7 26.1 28.0 28.6 29.7 

PRE-PROV ROA (%) 3.9 3.7 3.8 3.8 3.9 

NET PROFIT 24,362 22,823 28,249 32,872 39,288 

% GROWTH 26.4 17.4 23.8 16.4 19.5 

EPS (RS) 17.2 16.0 19.7 22.7 27.1 

ADJ BVPS (RS) 83.1 91.8 105.0 120.4 137.9 

ROE (%) 22.2 18.2 19.9 20.0 20.8 

P/E (X) 42.2 45.1 36.8 32.0 26.7 

ADJ. P/BV (X) 8.7 7.9 6.9 6.0 5.3 
Source: Company, MF Global India Research Estimates 
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Q2FY11 RESULTS  

(RS MN) Q2FY11 Q2FY10 YOY GWTH H2FY11 H2FY10 YOY GWTH 

INTEREST ON LOANS 26143 24408 7.1 51293 49539 3.5 

OTHER INTEREST INCOME 2829 3367 -16.0 5419 6237 -13.1 

OPERATING INCOME  28972 27776 4.3 56711 55776 1.7 

FEES AND OTHER CHARGES 681 673 1.2 915 1114 -17.9 

OTHER INCOME 47 54 -12.6 95 103 -7.1 

TOTAL INCOME 29700 28502 4.2 57722 56993 1.3 

INTEREST EXPENDED 16727 18193 -8.1 33757 37701 -10.5 

PAYMENT TO EMPLOYEES 470 329 42.9 921 754 22.2 

OTHER EXPENSES  976 667 46.3 1658 1265 31.1 

DEPRECIATION 44 45 -1.1 84 84 -0.1 

TOTAL EXPENDITURE 18216 19233 -5.3 36420 39804 -8.5 

OPERATING INCOME BEFORE PROV 11484 9270 23.9 21302 17189 23.9 

PROVISIONS & CONTINGENCIES 150 140 7.1 300 260 15.4 

PROVISION FOR TAXES 3260 2490 30.9 5980 4640 28.9 

NET PROFIT 8074 6640 21.6 15022 12289 22.2 

       

APPROVALS  208,451  161,590 29.0    

DISBUREMENTS  173,406  136,540 27.0    

NPAS (%) - 3 MONTHS OVERDUE  0.86  0.95 -0.09    

NPAS (%) - 6 MONTHS OVERDUE  0.53  0.60 -0.07    

CAR - TIER I  13.00  13.40 -0.40    

CAR - TIER II  1.10  1.50 -0.40    

CAR – TOTAL  14.10  14.90 -0.80    
Source: Company, MF Global India Research 

 
 
SUM-OF-THE-PARTS VALUATION  

SUBSIDIARY STAKE 
BUSINESS VALUATION  

RS BN 
VALUATION  
PER SHARE VALUATION CRITERIA 

HDFC PARENT (HOUSING FINANCE) 100% 621 428 EXCESS RETURN METHOD 

HDFC BANK 23.4% 1117 180 VALUING AT 3.7X FY12 ABVPS OF RS609 

HDFC AMC 60.0% 38 16 3% OF FY12E AUM RS 1276BN 

GRUH FINANCE LTD 61.9% 8 3 2X FY12E ABV OF RS3.4BN 

HDFC ERGO GENERAL INSURANCE 74.0% 5 3 2X FY12E BOOK VALUE 

HDFC STANDARD LIFE INSURANCE 72.6% 101 50 15X FY12E NBAP OF RS 6.7BN 

HDFC VENTURE CAPITAL 80.5% 4 2 DISCOUNTED CASH FLOW 

TOTAL   682  

GAINS IN LISTED EQUITY INVESTMENTS  7 5 VALUED AT 40% DISCOUNT TO CURRENT MARKET PRICE 

FAIR VALUE     686   
Source: MF Global India Research 
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 Financials  
 
 
INCOME STATEMENT 

RS MN FY08 FY09 FY10 FY11E FY12E 

INTEREST ON LOANS 72,541 99,310 99,790 121,744 147,310 

INTEREST ON INVESTMENTS 1,118 1,580 1,898 2,373 2,848 

OTHERS 5,299 5,550 4,716 5,423 5,966 

TOTAL INTEREST EARNED 78,958 106,440 106,404 129,540 156,123 

TOTAL INTEREST EXPENDED 51,100 73,728 69,848 86,093 104,174 

NET INTEREST INCOME 27,858 32,712 36,557 43,447 51,949 

TOTAL NON INTEREST INCOME 3,003 3,734 7,189 8,008 9,328 

TOTAL INCOME 30,861 36,446 43,745 51,455 61,277 

PERSONNEL EXPENSES 1,178 1,386 1,467 1,642 1,889 

OTHER EXPENSES 1,990 2,372 2,554 2,913 3,253 

TOTAL OP EXPENSES 3,168 3,758 4,021 4,556 5,141 

NET INC (LOSS) BEFORE PROV 27,692 32,688 39,724 46,899 56,135 

PROVISION FOR NPAS 221 262 410 500 700 

PROVISION FOR INVST DEPRN 99 238 170 100 100 

NET INC (LOSS) BEFORE TAX 33,735 32,188 39,144 46,299 55,335 

PROVISION FOR INCOME TAX 9,373 9,365 10,895 13,427 16,047 

NET PROFIT 24,362 22,823 28,249 32,872 39,288 
Source: Company, MF Global India Research Estimates 
 
 
BALANCE SHEET 

RS MN FY08 FY09 FY10 FY11E FY12E 

ASSETS      

CASH & CASH EQUIVALENTS 7,777 15,918 50,515 40,315 41,168 

ADVANCES 729,979 851,981 979,670 1,175,573 1,410,658 

INVESTMENTS 69,698 105,541 107,629 114,587 120,255 

FIXED ASSETS (NET) 2,085 2,034 2,221 2,332 2,449 

CURRENT ASSETS, LOANS & ADVANCES 33,747 39,790 23,876 22,777 21,734 

DEFERRED TAX ASSETS 1,466 2,158 2,857 2,285 2,285 

TOTAL ASSETS 844,753 1,017,422 1,166,768 1,357,869 1,598,548 

      

LIABILITIES      

SHARE CAPITAL 2,840 2,844 2,871 2,902 2,902 

RESERVES AND SURPLUS 116,633 128,529 149,106 173,439 199,148 

DEBT 13,750 13,750 18,750 13,750 13,750 

INTERNATIONAL BORROWING 14,899 15,984 17,356 19,959 22,754 

FCCB 5,163 5,576 4,285 0 0 

DOMESTIC TERM LOANS 175,829 210,821 286,763 332,645 382,542 

BONDS & DEBENTURES 368,908 398,683 407,687 513,686 652,381 

DEPOSITS 112,963 193,747 230,811 258,509 288,237 

OTHER NON+INTEREST BEARING LIABILITIES 28,517 40,419 42,229 35,459 28,513 

PROVISIONS FOR CONTINGENCIES 4,703 6,215 6,556 7,056 7,756 

PROVISION FOR DIMINUTION IN VALUE OF INVESTMENTS 548 853 364 464 564 

TOTAL LIABILITIES 844,753 1,017,422 1,166,768 1,357,869 1,598,548 
Source: Company, MF Global India Research Estimates 
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PROFITABILITY, PRODUCTIVITY, LIQUIDITY AND VALUATION RATIOS 

 FY08 FY09 FY10 FY11E FY12E 
EARNINGS AND VALUATION RATIOS      
PRE-PROVISION OPERATING ROAE (%) 31.7 26.1 28.0 28.6 29.7 
ROAE (%) 22.2 18.2 19.9 20.0 20.8 
PRE-PROVISION OPERATING ROA (%) 3.7 3.5 3.6 3.7 3.8 
ROAB (%) 2.7 2.6 2.7 2.7 2.7 
EPS (RS.) 17.2 16.0 19.7 22.7 27.1 
DIVIDEND PER SHARE (RS.) (5.0) (6.0) (7.2) (7.6) (8.0) 
BOOK VALUE (RS.) 84.1 92.4 105.9 121.5 139.2 
ADJ BV (RS.) 83.1 91.8 105.0 120.4 137.9 
      
REVENUE ANALYSIS      
INTEREST INCOME ON IBA (%) 11.1 12.0 10.1 10.5 10.8 
INTEREST COST ON IBL (%) 8.1 9.6 7.7 8.2 8.3 
NIM ON IBA / AWF (%) 3.9 3.7 3.5 3.5 3.6 
CORE FEE INC / AWF (%) 0.1 0.1 0.2 0.3 0.3 
PORTFOLIO GAINS / TOTAL INC (%) 4.5 0.7 5.0 3.0 2.1 
OP.EXP / TI (%) 10.7 10.4 9.7 9.1 8.6 
OP.EXP / AWF (%) 0.4 0.4 0.4 0.4 0.4 
EMPLOYEE EXPS / OP EXPS (%) 37.2 36.9 36.5 36.1 36.7 
TAX / PRE-TAX EARNINGS (%) 27.8 29.1 27.8 29.0 29.0 
      
ASSET QUALITY      
GNPAS / GR ADV (%) 0.8 0.8 0.8 0.7 0.7 
NNPAS / NET ADV (%) 0.2 0.1 0.1 0.1 0.1 
      
GROWTH RATIO      
LOANS (%) 29.2 16.7 15.0 20.0 20.0 
INVESTMENTS (%) 88.1 51.4 2.0 6.5 4.9 
DEPOSITS (%) 21.4 21.7 14.8 18.8 19.7 
NETWORTH (%) 115.2 10.0 15.7 16.0 14.6 
NET INT INCOME (%) 65.4 17.4 11.8 18.8 19.6 
NON-FUND BASED INCOME (%) (26.6) 108.5 46.3 27.7 24.1 
NON-INT EXP (%) 15.5 18.6 7.0 13.3 12.9 
PROFIT BEFORE TAX (%) 42.2 17.6 21.6 18.3 19.5 
NET PROFIT (%) 26.4 17.4 23.8 16.4 19.5 
      
CAPITAL ADEQUACY RATIO: 16.8 15.1 14.6 14.2 13.4 
TIER I  (%) 14.6 13.2 12.8 12.4 11.8 
INTERNAL CAPITAL GENERATION RATE (%) 56.7 26.2 29.4 28.9 28.9 
NNPAS TO EQUITY (%) 1.2 0.6 0.8 0.9 1.0 
      
CORE BBUSINESS       
NETWORTH, RS MN  8470 9369 10814 12867 15035 
PAT, RS MN  1757 2055 2405 2864 3470 
ROE, % 28.0 23.0 23.8 24.2 24.9 
ADJUSTED BVPS, RS 59.6 65.9 75.3 88.7 103.6 
Source: Company, MF Global India Research Estimates 
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RECOMMENDATION HISTORY  

RECOMMENDATION TARGET, RS CMP, RS DATE 

NEUTRAL 673 612 15TH JULY 2010 
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VINEET BHATNAGAR MANAGING DIRECTOR 91-22-2300 2999 VBHATNAGAR@MFGLOBAL.COM 
SAJID KHALID HEAD – INSTITUTIONAL EQUITIES 91-22-6667 9972 SAKHALID@MFGLOBAL.COM 
JIGNESH SHAH HEAD – EQUITY DERIVATIVES 91-22-6667 9735 JSHAH@MFGLOBAL.COM 
  
Equity Research 
AMBRISH MISHRA VP - AUTOMOBILES, AUTO COMPONENT 91-22-6667 9758 AMISHRA@MFGLOBAL.COM 
MANISH AGARWALLA VP - BANKING 91-22-6667 9962 MAGARWALLA@MFGLOBAL.COM 
ABHISHEK RANGANATHAN, CFA RETAIL, REAL ESTATE 91-22-6667 9952 ABHISHEKR@MFGLOBAL.COM 
ALOK DALAL PHARMACEUTICALS 91-22-6667 9950 ALDALAL@MFGLOBAL.COM 
ANJALI VERMA ECONOMIST 91-22-6667 9969 ANVERMA@MFGLOBAL.COM 
DHAWAL DOSHI METALS, POWER 91-22-6667 9769 DDOSHI@MFGLOBAL.COM 
DIPESH SOHANI REAL ESTATE 91-22-6667 9756 DSOHANI@MFGLOBAL.COM 
GAURI ANAND OIL & GAS, FERTILISER 91-22-6667 9943 GANAND@MFGLOBAL.COM 
KAPIL BAGARIA MIDCAP, SUGAR 91-22-6667 9965 KBAGARIA@MFGLOBAL.COM 
NAVEEN KULKARNI, FRM TELECOM, FMCG, MEDIA 91-22-6667 9947 NKULKARNI@MFGLOBAL.COM 
VIHANG NAIK IT SERVICES 91-22-6667 9768 VNAIK@MFGLOBAL.COM 
ENNETTE FERNANDES RESEARCH ASSOCIATE 91-22-6667 9764 EFERNANDES@MFGLOBAL.COM 
JISHAR THOOMBATH RESEARCH ASSOCIATE 91-22-6667 9986 JTHOOMBATH@MFGLOBAL.COM 
NEHA GARG RESEARCH ASSOCIATE 91-22-6667 9992 NGARG@MFGLOBAL.COM 
SAPNA SHAH RESEARCH ASSOCIATE 91-22-6667 9996 SAPSHAH@MFGLOBAL.COM 
SAURABH RATHI RESEARCH ASSOCIATE 91-22-6667 9951 SRATHI@MFGLOBAL.COM 
SHUBHANGI AGRAWAL RESEARCH ASSOCIATE 91-22-6667 9964 SAGRAWAL@MFGLOBAL.COM 
VARUN VIJAYAN RESEARCH ASSOCIATE 91-22-6667 9974 VVIJAYAN@MFGLOBAL.COM 
GANESH DEORUKHKAR PRODUCTION 91-22-6667 9966 GDEORUKHKAR@MFGLOBAL.COM 
ROSHNI KALLOOR RESEARCH COMPLIANCE OFFICER 91-22-6667 9762 RKALLOOR@MFGLOBAL.COM 
  
Technical & Quant Research 
NEPPOLIAN PILLAI CHIEF TECHNICAL STRATEGIST 91-22-6667 9989 PNEPPOLIAN@MFGLOBAL.COM 
SHIKHA KHURANA QUANT ANALYST 91-22-6667 9948 SKHURANA@MFGLOBAL.COM 
  
Institutional Cash Equity Sales 
SUDHIR PADIYAR VP - EQUITY SALES (ASIAPAC) 91-22-6667 9991  SPADIYAR@MFGLOBAL.COM 
KARTIK BROKER EQUITY SALES 91-22-6667 9934 KBROKER@MFGLOBAL.COM 
KINSHUK TIWARI EQUITY SALES 91-22-6667 9946 KTIWARI@MFGLOBAL.COM 
NASIR MOHAMED EQUITY SALES (UAE) 91-22-6667 9973 NMOHAMED@MFGLOBAL.COM 
SHEETAL GANDHI EQUITY SALES (US) 91-22-6667 9944  SGANDHI@MFGLOBAL.COM 
PAYAL PANCHAL ASSOCIATE SALES (DMA) 91-22-6667 9949  PPANCHAL@MFGLOBAL.COM 
ROSIE FERNS SR. EXEC. – EQUITIES SALES SUPPORT 91-22-6667 9971  RFERNS@MFGLOBAL.COM 
  
Institutional Cash Equity Sales Trading 
SUNIL KAMATH VP - SALES TRADER 91-22-6667 9747 SKAMATH@MFGLOBAL.COM 
CHETAN SAVLA SALES TRADER 91-22-6667 9749 CSAVLA@MFGLOBAL.COM 
RAJESH ASHAR SALES TRADER 91-22-6667 9746 RASHAR@MFGLOBAL.COM 
  
Institutional Cash Equity Dealing 
CHETAN BABARIA DEALER 91-22-6667 9945 CBABARIA@MFGLOBAL.COM 
MAYUR SHAH DEALER 91-22-6677 9945 MSHAH@MFGLOBAL.COM 
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Rating Rationale 
BUY and SELL recommendations are used to draw attention to stocks, which we believe are under-priced or over-priced by circa 15%, that is, price differential of +/- 15% between our 
price target and the market price. Stocks which do not achieve this price differential are NEUTRAL. Price targets are established in the context of a flat market. 
 
Disclosures and Disclaimers 
MF Global Sify Securities India Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equities Derivatives and Private Client Group. This report 
has been prepared by Institutional Equities Research. The views and opinions expressed in this document may or may not match or may be contrary at times with the views, 
estimates, rating, target price of the other equity research groups of MF Global Sify Securities India Pvt. Ltd. 
This report is issued by MF Global Sify Securities India Pvt. Limited which is regulated by SEBI. MF Global Sify Securities India Pvt. Ltd. is a subsidiary of MF Global Overseas Ltd. 
References to "MFGSSIPL" or “Firm” in this report shall mean MF Global Sify Securities India Pvt. Limited unless otherwise stated. This report is prepared and distributed by 
MFGSSIPL for information purposes only and neither the information contained herein nor any opinion expressed should be construed or deemed to be construed as solicitation or as 
offering advice for the purposes of the purchase or sale of any security, investment or derivatives. The information and opinions contained in the Report were considered by 
MFGSSIPL to be valid when published. The report also contains information provided to MFGSSIPL by third parties. The source of such information will usually be disclosed in the 
report. Whilst MFGSSIPL has taken all reasonable steps to ensure that this information is correct, MFGSSIPL does not offer any warranty as to the accuracy or completeness of such 
information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and MFGSSIPL does not accept any liability as a result. Securities 
and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily a guide to future performance. 
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must 
undertake independent analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment 
strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or 
considered as an offer to sell or a solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from 
trade and statistical services and other sources, which we believe are reliable. MF Global Sify Securities India Pvt. Ltd. or any of its group companies do not guarantee that such 
information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice 
Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all 
aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request. 
Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s 
personal views about all of the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will 
be, directly or indirectly, related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members 
does not own the stock(s) covered in this research report. 
 
Independence: MF Global Sify Securities India P. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services 
from, the subject issuers in the past twelve (12) months, and the Firm does not anticipate receiving or intend to seek compensation for investment banking services from the subject 
issuers in the next three (3) months. The Firm is not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or short 
positions in such securities. The Firm does not hold more than 1% of the shares of the company(ies) covered in this report. 
Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of 
any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to 
the appropriateness of any securities referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment 
objectives or strategy, its financial situation and its investing experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest 
rates, as well as by other financial, economic or political factors. Past performance is not necessarily indicative of future performance or results. 
Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that the Firm and the research analyst believe to be reliable, but neither 
the Firm nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed 
herein are current opinions as of the date appearing on this material and are subject to change without notice. 
Furthermore, the Firm is under no obligation to update or keep the information current. 
Copyright: The copyright in this research report belongs exclusively to the Firm. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, 
in whole or in part, is permitted without the Firm’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety. 
Caution: Risk of loss in trading in can be substantial.  You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources 
and other relevant circumstances. 
 
MF Global Sify Securities India Pvt. Limited, 2nd Floor, C-Block, Modern Centre, Mahalaxmi, Mumbai-400 011 
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