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Muted Sequential Growth 
HDFC Bank reported net profit of Rs 1,088 cr (up 33% YoY), driven 
by 25% YoY growth in core income and lower provisioning. Though 
advances grew 33% YoY, they witnessed muted sequential growth 
at 1%. Despite a 10 bps YoY decline, margins remained healthy at 
4.2% supported by its strong CASA franchise. Core fee income 
impressed with a 25% YoY increase, while treasury losses declined 
sequentially to Rs 30.7 cr (Vs Rs 52 cr in 2QFY11). Provisioning 
expenses were under control and coverage ratio improved to 81%. 
Asset quality remained sound and continued to improve; Gross and 
net NPA ratios improved sequentially by 5 bps and 10 bps resp. 
Restructured assets were at 0.3% of the loan book. 

Q4FY10 Highlights 

 Retail credit share as a % to total credit has improved to 55% 
(vs. 52% in Sep-10). The growth in advances was also on 
account of portfolio buyout of Rs 1500 cr from HDFC Ltd. 
Without this, HDFC Bank would have witnessed a sequential 
de-growth in advances. 

 CASA ratio remained impressive at ~51%, with savings 
deposits rising 3% QoQ; while, current a/c deposits declined 
by 8% QoQ. 

 The bank maintains a healthy capital adequacy ratio of 16.3%, 
with a Tier 1 ratio of 12.1%. The bank has a network of 1,780 
branches and 5,121 ATMs spread across 833 cities. 

Valuations 

Despite mortgage loan buyout from parent HDFC Ltd, the total 
business de-grew marginally by 0.3%, with deposits falling ~2% 
QoQ. Asset quality remained stress free. Margins, which 
remained sequentially stable, may witness pressure going 
forward as a result of: (a) the bank’s requirement to grow its 
deposit base; and (b) recent RBI directive to bring down the high 
C-D ratios to moderate levels. We maintain our HOLD rating on 
the stock with a revised Target Price of Rs 2,250 (3.8x FY12E Adj. 
BV and 24x FY12E earnings) – upside of 10% from CMP. 

   
CMP (Rs) 2,052 
Target price (Rs) 2,250 
Potential upside 10% 

Stock data 

No. of shares (cr) 46.4 

FV (Rs) 10/- 

Market cap (Rs cr) 95,300 

52 week high/low (Rs) 2,518/ 1,550 

Avg. daily vol.* (shrs) 863149 

BSE Code 500180 

NSE Code HDFCBANK 

Bloomberg code HDFCB IB 

Reuters Code HDBK.BO 

* BSE & NSE 6 monthly 

Shareholding (%)  

 Dec-10 QoQ Chg 

Promoter 23.4 (0.1) 

FIIs 29.4 (0.3) 

MFs / UTI 3.9  0.6  

Banks / Fis 7.0  0.0  

Others 36.4  (0.2) 
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Source: Cline, ENAM Direct Research 

Financial summary  

Y/E Mar PAT 
(Rs cr) 

EPS 
(Rs.) 

Change 
YoY (%) 

P/E 
(x) 

BV 
(Rs) 

Adj. BV 
(Rs.) 

P/ BV* 
(Rs.) 

P/Adj. 
BV (x) ROE(%) RoA 

(%) 
Net NPA 

(%) 
2009 2,245 52.8 18 39 344 335 6.0 6.1 17.2 1.4 0.6 

2010 2,949 64.4 22 32 470 465 4.4 4.4 16.3 1.5 0.3 

2011E 3,876 83.5 30 25 531 525 3.9 3.9 16.8 1.6 0.2 

2012E 4,332 93.3 12 22 605 600 3.4 3.4 16.4 1.5 0.2 

Source: Company, ENAM Estimates 
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HDFC – Results update  
 Quarter ended Y/E 

(Rs cr) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg 

Interest Income 5,230 4,035 30 4,810 9 19,929 16,173 23 

Interest Expended 2,453 1,811 35 2,284 7 9,408 7,786 21 

Net Interest Income 2,777 2,224 25 2,526 10 10,521 8,387 25 

Non-Interest Income 1,128 899 25 961 17 4,140 3,808 9 

Net Income 3,905 3,123 25 3,487 12 14,661 12,194 20 

Operating Expenses 1,832 1,499 22 1,680 9 6,988 5,765 21 

Operating profit 2,073 1,624 28 1,807 15 7,673 6,430 19 

Provision & Contingencies 466 448 4 455 3 1,940 2,140 (9) 

PBT 1,607 1,176 37 1,353 19 5,734 4,290 34 

Tax 519 358 45 440 18 1,858 1,341 39 

Net Profit 1,088 819 33 912 19 3,876 2,949 31 

No. of shares (cr) 46.4 45.5  46.2  46.4 45.8  

Rep. EPS - non-annualized (Rs.) 23 18 30 20 19 83 64 30 

Yields & Margins (%)         

Net interest margin 4.2 4.3 (10) bps 4.2 0 bps 4.1 3.9 21 bps 

Cost to income ratio 46.9 48 (109) bps 48.2 (126) bps 47.7 47.3 39 bps 

Asset quality         

Gross NPAs (Rs cr) 17.8 19.7 (9.7) 18.4 (3.2) 19.3 18.5 4.4 

Gross NPAs (%) 1.1 1.6 (52) bps 1.2 (5) bps 1.2 1.5 (27) bps 

Net NPAs (Rs cr) 3.3 5.4 (39.2) 4.1 (19.1) 3.9 3.9 (1.3) 

Net NPAs (%) 0.2 0.5 (30) bps 0.3 (10) bps 0.2 0.3 (7) bps 

Provisioning coverage (%) 81.4 72.4 900 bps 77.8 363 bps 80 78.8 116 bps 

Capital (%)         

Tier-I 12.1 13.8 (170) bps 12.7 (60) bps 12.4 13.3 (89) bps 

CAR 16.3 18.3 (200) bps 17 (70) bps 15.9 17.4 (156) bps 

Balance sheet (Rs cr)         

Advances 159,200 119,600 33 157,100 1.3 161,400 125,800 28.3 

Deposits 192,200 154,800 24 195,300 (1.6) 202,800 167,400 21.1 

CASA (%) 50.5 49 150 bps 50.6 (10) bps 50.7 52 (134) bps 

Source: Company, ENAM Research; Note: Full year ratios (FY10 and FY11E) are on calculated basis 
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This document has been prepared by Enam Securities Direct Private Limited – Privileged Client Group. Affiliates of Enam Securities Direct Private 
Limited focused on Institutional Equities may have issued other reports that are inconsistent with and reach different conclusion from the 
information presented in this report. The views and opinions expressed in this document may or may not match or may be contrary with the 
views, estimates, rating and target price of the Affiliates research report. 

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may 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 in any form, without prior written 
consent. 

This report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of 
offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax 
advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and 
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own 
investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 
judgement by any recipient.  

Each recipient of this document 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 (including the merits and risks involved), and should consult its own advisors to 
determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. Certain 
transactions -including those involving futures, options and other derivatives as well as non investment grade securities - involve substantial risk 
and are not suitable for all investors. 

Enam Securities Direct Private Limited has not independently verified all the information given in this document. Accordingly, no representation 
or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as 
endorsement of the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right 
to make modifications and alternations to this statement as may be required from time to time without any prior approval. 

Enam Securities Direct Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own 
account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform 
investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of 
these entities functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the 
document. 

This report has been prepared on the basis of information that is already available in publicly accessible media or developed through analysis of 
ENAM Securities Direct Private Limited. The views expressed are those of the analyst and the Company may or may not subscribe to all the views 
expressed therein. 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, 
to any other person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or 
transmitted into the United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or 
distributed or redistributed in Japan or to any resident thereof. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would 
subject Enam Securities Direct Private Limited to any registration or licensing requirement within such jurisdiction. The securities described herein 
may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are 
required to inform themselves of and to observe such restriction. 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, 
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Direct Private Limited. 
 
 


