
INR Prev. 2013A Prev. 2014E Prev. 2015E Prev.

BV/Share 159.25 162.00 171.98 175.00 186.34 190.20 -- --

P/B 5.5x 5.1x 4.7x

EPS

FY Mar 30.38 31.45 34.91 35.59 38.99 40.19 -- --

FY P/E 28.1x 24.9x 22.0x
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Key Takeaway

HDFC reported NII growth of 12%, supported by fee income (46%), trading
profit (33%) and dividends (32%). Impact of below line adjustment for ZCBs
has come off and will trend lower, resulting in higher adjusted PAT growth than
reported numbers. Subsidiaries are profitable and growing at a pace faster
than the parent. It's all guns blazing for now. Raise PT to Rs865, but retain at
Hold given steep headline valuation of 4.9x Q1FY15 book.

Adjusted PAT growth better. HDFC has not made any below line adjustment for
provisions (which in itself was not necessarily bad), and the impact of ZCBs is incrementally
diminishing as outstanding ZCBs remains flat at Rs50bn and base profitability is growing at
a steady 18-19%. As a result, adjusted NII growth for Q4FY13/FY13 was 13.6%/20.7%, while
that for adjusted PAT was 26.6%/34.1% respectively. We expect adjusted PAT to grow at a
higher pace (20.6% and 19.3% in FY14-15) than reported PAT growth expectation of 18.2%
and 17.5% in FY14-15 respectively.

Subsidiaries growing at a faster pace, no recapitalisation pressure. While the
standalone entity reported FY13 PAT growth of 17.6%, consolidated PAT was up 21.6%
(partly driven by HDFC Life, which had reported two quarters of losses in FY12, hence a lower
base). MCEV for HDFC Life is up 22% in FY13 and is driving valuations higher. Management
also confirmed that at the current pace of growth both its life and general insurance business
will remain profitable and won't require capital infusions over next twelve months.

Share of individual loans rising, and so is provision buffer. The share of individual
loans is at 65.5% from ~62% few quarters back, reversing a falling trend in the last 4-5 years,
an area that has been repeatedly questioned, but is being addressed now. Separately, HDFC
carries 16bps of free provision (exceeding regulatory requirements) and will add another
17bps in Q1FY14 as it reverses the provisions for dual rate home loans. Management has
guided to keep these as excess provisions and not route it back to equity.

Valuation/Risks

HDFC trades at 4.9x Q1FY15 book (standalone / headline) and 24.5x 12 month rolling
earnings. These are at a premium to its 5 year average multiple of 4.5x book and 23.2x
earnings respectively. That said, in a tough operating environment, money will tend to
flow towards quality stocks with good management at the helm, as reflected in our Hold
recommendation. Upside risk: Fall in real-estate prices and higher volumes. Downside
risk: Soft wage growth, weak volumes and rising delinquencies.

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision. Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 8 to 11 of
this report.



 

 

 

 

 

Exhibit 1: Blended valuation 

Methodology  Weight Valuation 

BVPS reported (Q1FY15E) 182.3    

P/BV multiple 4.78x   

Value of reported book per share 870.5  33% 290 

Earnings per share (12m to Q1FY15E) 36.6    

P/E multiple 23.00x   

Value per share 842.0  33% 281 

SOTP 873.6  33% 291 

Blended value per share (rounded)   865 

Source: Jefferies 

  

Marginal tweak in estimates 
We tweaked our estimates mainly to factor in improvement in NIMs for 2/5bps over the 

next two years, offset by a softer non-interest income mostly driven by lower investment 

related gains. We also marginally lowered the expense ratio to factor in the year end 

seasonality and largely left credit costs where they were around 7-8bps over next two 

years. Our adjusted net profit forecast is down, owing to tweak in the outstanding ZCBs 

remaining around Rs48-50bn over the course to FY14, compared to our earlier estimate of 

a lower number. On a fully adjusted basis, we expect PAT growth to be 20.6% for FY14 

and 19.3% in FY15 respectively, higher than the unadjusted PAT growth expected at 

18.2% and 17.5% for FY14-15 respectively. 

Exhibit 2: Income statement (Rs mn) 

  

Source: Jefferies estimates 

 

Exhibit 3: Key ratios 

  

Source: Jefferies estimates 

 

 

 

Profit & Loss FY14E FY15E FY14E FY15E FY14E FY15E

Net interest income 75,494 90,062 75,003 87,922 0.7% 2.4%

Non interest income 10,830 10,954 10,979 11,522 -1.4% -4.9%

Gross revenue 86,323 101,016 85,982 99,444 0.4% 1.6%

Operating expense (6,367) (7,305) (6,669) (7,814) -4.5% -6.5%

Pre provision profit 79,957 93,711 79,313 91,630 0.8% 2.3%

Loan loss charges (1,614) (1,764) (1,839) (1,733) -12.2% 1.8%

Profit before tax 78,343 91,948 77,474 89,897 1.1% 2.3%

Tax (21,051) (24,629) (20,988) (24,221) 0.3% 1.7%

Net profit 57,292 67,319 56,486 65,676 1.4% 2.5%

Net profit (adj) 53,193 63,479 53,534 62,954 -0.6% 0.8%

New Old % change

Key ratios FY14E FY15E FY13E FY14E FY14E FY15E

EPS diluted (Rs) 35.59    40.19    34.91    38.99    2.0% 3.1%

BVPS (reported) 175.04    190.16    171.98    186.34    1.8% 2.1%

BVPS (adj for unrealised gains) 384.89  411.99  382.63  388.77  0.6% 6.0%

RoAA 2.63% 2.58% 2.58% 2.49% 0.05% 0.09%

RoAE 20.65% 21.44% 20.43% 21.11% 0.22% 0.33%

RoAE (core mortgage) 27.38% 27.50% 27.61% 27.54% -0.23% -0.03%

NIM (reported) 4.27% 4.25% 4.25% 4.20% 0.02% 0.05%

Spread 2.28% 2.30% 2.27% 2.28% 0.01% 0.02%

Expense ratio 7.38% 7.23% 7.76% 7.86% -0.38% -0.63%

Provision/Avg IEAs 0.08% 0.07% 0.09% 0.07% -0.01% 0.00%

Gross NPA ratio 0.70% 0.70% 0.70% 0.70% 0.00% 0.00%

Tier 1 ratio 12.77% 11.94% 12.50% 11.44% 0.27% 0.50%

CRAR ratio 15.53% 14.89% 15.46% 14.50% 0.07% 0.39%
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Standalone earnings – summary 
The hallmark of the earnings is the steady growth in loan book (24.4% grossing up for sell 

down), cost of fund management, and no incremental delinquency in either the 

individual or corporate segment (58 bps and 91bps respectively). There was no below the 

line adjustment for provisions in FY13, and even as the dual-rate home loans will see a 

reversal of provisions to the extent of Rs2.7bn in Q1FY14, management indicated that 

these will continue to remain as free provisions and will not be routed through the 

income statement in to the shareholders’ equity. 

Exhibit 4: Income statement (Rs mn) 

  

Source: Jefferies estimates, company data 

 

Exhibit 5: Per share data 

  

Source: Jefferies estimates, company data 

 

Exhibit 6: Profitability and other metrics 

  

Source: Jefferies estimates, company data 

 

Exhibit 7: Credit quality 

  

Source: Jefferies estimates, company data 

 

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY Q3FY13 QoQ

Interest earned 53,906           52,579           2.5% 46,823           15.1% 50,604           6.5%

Interest on loans 50,985           NA NA 44,594           14.3% 48,433           5.3%

Other Interest 2,407             NA NA 1,604             50.1% 1,539             56.4%

Surplus from deployment in CMS of MFs 514                NA NA 626                -17.9% 632                -18.8%

Interest Expended 34,398           34,874           -1.4% 29,389           17.0% 35,215           -2.3%

Interest on loans 2,851             4,143             -31.2% 7,269             -60.8% 3,160             -9.8%

Interest on deposits 12,167           12,743           -4.5% 8,502             43.1% 12,320           -1.2%

Interest on bonds and debentures 19,155           17,849           7.3% 13,457           42.3% 19,508           -1.8%

Other charges 224                139                61.4% 161                39.7% 227                -1.0%

Net interest income 19,508           17,705           10.2% 17,434           11.9% 15,389           26.8%

o/w one-time item -                     -                 NA -                     NA -                     NA

Net interest income (adjusted) 19,508           17,705           10.2% 17,434           11.9% 15,389           26.8%

Non interest income 2,871             2,937             -2.2% 2,087             37.6% 1,900             51.1%

o/w core fee 879                738                19.1% 600                46.5% 391                124.7%

o/w trading profit (loss) 1,049             1,300             -19.3% 791                32.7% 963                8.9%

o/w dividend 814                819                -0.5% 615                32.4% 452                80.2%

o/w one-time item -                     -                 NA -                     NA -                     NA

Non interest income (adjusted) 2,871             2,937             -2.2% 2,087             37.6% 1,900             51.1%

Total Revenue 22,379           20,642           8.4% 19,521           14.6% 17,290           29.4%

Total Revenue (adjusted) 22,379           20,642           8.4% 19,521           14.6% 17,290           29.4%

Total Revenue (adjusted) ex. trading profits 21,330           19,342           10.3% 18,730           13.9% 16,326           30.6%

Operating expense 1,132             1,073             5.4% 1,030             9.9% 1,439             -21.3%

Employees cost 590                479                23.2% 497                18.9% 642                -8.0%

Other operating expenses 541                594                -8.9% 533                1.5% 797                -32.0%

o/w one-time item -                     -                 NA -                     NA -                     NA

Operating expense (adjusted) 1,132             1,073             5.4% 1,030             9.9% 1,439             -21.3%

Pre-provision profit 21,247           19,568           8.6% 18,491           14.9% 15,851           34.0%

Pre-provision profit (adjusted) 21,247           19,568           8.6% 18,491           14.9% 15,851           34.0%

Pre-provision profit (adjusted) ex. trading profits 20,198           18,268           10.6% 17,701           14.1% 14,888           35.7%

Total provisions and contingencies (Net) 250                407                -38.6% 250                0.0% 400                -37.5%

Exceptional items -                     -                 NA -                     NA -                     NA

Profit/(Loss) before tax 20,997           19,161           9.6% 18,241           15.1% 15,451           35.9%

Tax expense 5,445             5,150             5.7% 4,980             9.3% 4,050             34.4%

Net Profit after Tax 15,552           14,011           11.0% 13,261           17.3% 11,401           36.4%

Extraordinary items (net of tax) -                     -                 NA -                     NA -                     NA

Net Profit incl. extraordinary items 15,552           14,011           11.0% 13,261           17.3% 11,401           36.4%

Net profit (operating basis)* 14,775           13,060           13.1% 12,687           16.5% 10,690           38.2%

Net profit (adjusted)^^ 14,727           13,235           11.3% 11,636           26.6% 10,532           39.8%

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY Q3FY13 QoQ

Reported EPS (diluted basis) 9.95               7.60               30.9% 8.84               12.6% 7.29               36.5%

Diluted EPS (operating basis)* 9.45               7.09               33.4% 8.46               11.8% 6.84               38.3%

Book value per share (calculated) 160                133.4             19.9% 127                26.2% 163                -2.1%

Book value per share (adjusted) 159.9             133.4             19.9% 126.8             26.2% 163.4             -2.1%

Diluted shares outstanding (mn) 1,563             1,843             -15.2% 1,500             4.2% 1,564             -0.1%

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY (bps) Q3FY13 QoQ (bps)

ROA 3.28% 2.52% 75.7 3.30% -1.9 2.50% 77.7

ROE 24.61% 19.14% 547.1 27.53% -291.2 18.25% 636.3

NIM 4.54% 4.32% 22.1 4.40% 14.0 4.10% 44.0

Spread 2.4% 2.29% 7.3 2.3% 9.0 2.3% 6.0

Non-interest income as % of revenues 12.8% 14.2% -139.7 10.7% 213.9 11.0% 183.9

Expense ratio 5.1% 5.2% -14.3 5.3% -21.7 8.3% -326.3

Expense ratio (core, ex treasury) 5.3% 5.5% -24.4 5.5% -19.1 8.8% -350.5

Credit cost (all inclusive) as % of average loans (bps) 6.1                 9.8                 -3.8 7.1                 -1.1 10.2               -4.1

Tax Rate - effective 25.9% 26.9% -94.5 27.3% -136.8 26.2% -28.0

Advance / Deposit ratio 326.5% 319.6% 696.6 386.9% -6,039.5 322.4% 412.3

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY Q3FY13 QoQ

Absolute gross NPA (Rs mn) 11,990           12,698           -5.6% 10,690           12.2% 12,240           -2.0%

Absolute net NPA (Rs mn) 7,237             7,217             0.3% 6,161             17.5% 7,166             1.0%

Gross NPA (%) 0.70% 0.74% 0.74% 0.75%

Net NPA (%) 0.00% 0.00% 0.00% 0.00%

Provision coverage (incl. written off accounts) (%) 39.64% 43.17% 42.37% 41.46%

Provision coverage (%) 39.64% 43.17% 42.37% 41.46%

Typical year end seasonality of better 

recoveries was pronounced, while 

funding costs were managed by 

moving into term loans. Credit cost 

was back to 6bps, again related to 

seasonality reflecting in lower 

provisioning. The implication of 

below line adjustment for ZCB is 

gradually diminishing, while there 

was no below line provision 

adjustment for the current quarter or 

year. Thus the reported NII is 

overstated by 11%/5.1% for 

FY13/Q4FY13 compared to 

15.4%/6.7% for FY12/Q4FY12. Thus 

the adjusted PAT is overstated by 

9.9% for FY13, compared to 25.4% 

in FY12, resulting in 34% growth in 

adjusted PAT for FY13 and 26.6% for 

Q4FY13. 

Improvement in spreads and 

profitability in the quarter, some of it 

is seasonal 

Asset quality was under check at 

70bps of gross NPA. HDFC continues 

to carry 16bps as excess provision 

and to this we expect another 17bps 

to get added in Q1FY14 as provisions 

associated with dual rate home loan 

get released 
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Exhibit 8: Capital and leverage 

  

Source: Jefferies estimates, company data 

 

Exhibit 9: Balance sheet (Rs bn) 

  

Source: Jefferies estimates, company data 

 

Exhibit 10: Spreads benefited from lower cost of funds … 

  

Source: Jefferies, company data 

 

Exhibit 11: ... helped push up NIMs for the quarter as well 

  

Source: Jefferies, company data 

 

 

Exhibit 12: Expense ratio saw seasonal improvement 

  

Source: Jefferies, company data 

 

Exhibit 13: Loan growth continues to be healthy 

  

Source: Jefferies, company data 

 

 

 

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY Q3FY13 QoQ

Total Shareholders Equity to Assets 12.8% 12.5% 11.4% 13.9%

Tier 1 (%) 13.80% 13.48% 11.70% 14.90%

CRAR (%) 16.20% 16.15% 14.60% 17.50%

Particulars Q4FY13 Q4FY13E variance Q4FY12  YoY Q3FY13 QoQ

Total Assets (reported) 1,955             1,966             -0.5% 1,675             16.7% 1,838             6.4%

Net worth (reported) 250                246                1.7% 190                31.5% 255                -2.1%

Loans & advances 1,696             1,716             -1.2% 1,404             20.8% 1,604             5.7%

Sell down in last 12 months 52                  56                  -7.0% 50                  4.0% 53                  -1.7%

Loans & advances (gross of sell down) 1,747             1,772             -1.4% 1,404             24.4%

Risk weighted assets 2,122             2,135             -0.6% 1,844             15.1% 1,996             6.3%

Funding 1,588             1,534             3.5% 1,391             14.2% 1,489             6.7%

Term loans 178                307                -41.9% 407                -56.2% 136                30.7%

Deposits 519                537                -3.3% 363                43.1% 498                4.4%

Bonds, CPs, debentures 891                690                29.0% 621                43.3% 855                4.2%
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No pressure on capital 

Loan growth continues to be strong 

even as managing the balance sheet 

funding is well evident with a 

movement towards term loans 
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Exhibit 14: Share of individual loan saw 10bps improvement over previous quarter and is a positive trend  (Rs bn) 

Particulars Q4FY13A % share % yoy % qoq Q4FY12A % share Q3FY13A % share 

AuM 1700.46 100.0% 20.7% 5.7% 1408.75 100.0% 1609.41 100.0% 

Individual 1113.21 65.5% 25.4% 5.8% 887.78 63.0% 1052.37 65.4% 

Corporate 569.55 33.5% 13.5% 5.6% 501.90 35.6% 539.35 33.5% 

Others 17.70 1.0% -7.2% 0.0% 19.07 1.4% 17.69 1.1% 

Source: Jefferies, company data 

 

Exhibit 15: Incremental funding for the quarter via term loans which were available at lower cost 

Particulars Q4FY13A % share % yoy % qoq Q4FY12A % share Q3FY13A % share 

Funds 1,588 100% 14.2% 6.7% 1,391 100% 1,489 100% 

Term loans 178 11.2% -56.2% 30.7% 407 29.3% 136 9.2% 

Deposits 519 32.7% 43.1% 4.4% 363 26.1% 498 33.4% 

Bonds, debentures, 

CPs 

891 56.1% 43.3% 4.2% 621 44.7% 855 57.4% 

Source: Jefferies, company data 

 

Exhibit 16: NPAs for individual loans were lower 

  

Source: Jefferies, company data 

 

Exhibit 17: Seasonal improvement in credit cost 

  

Source: Jefferies, company data 

 

 

Exhibit 18: Profitability ratios are stable at higher levels 

  

Source: Jefferies, company data 

 

Exhibit 19: HDFC remains adequately capitalised 

  

Source: Jefferies, company data 
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Financial statement (standalone entity) 

Income statement 

 

Source: Jefferies estimates, company data 

 

Balance sheet 

 

Source: Jefferies estimates, company data 

 

Per share data 

 

Source: Jefferies estimates, company data 

 

Year end 31 March (Rs mn) FY10A FY11A FY12A FY13A FY14E FY15E

Net interest income 35,773 44,646 53,181 61,798 75,494 90,062

Non interest income 7,204 8,535 8,794 10,769 10,830 10,954

Fee income 2,317 2,204 2,684 2,413 2,833 3,150

Trading income 2,094 3,597 2,702 3,156 3,000 2,800

Gross revenue 42,978 53,181 61,975 72,567 86,323 101,016

Operating expense (3,238) (3,812) (4,519) (5,389) (6,367) (7,305)

Pre provision operating profit 39,740 49,370 57,456 67,178 79,957 93,711

Provisions and contingencies (580) (700) (800) (1,450) (1,614) (1,764)

Profit before tax 39,160 48,670 56,656 65,728 78,343 91,948

Tax (10,895) (13,320) (15,430) (17,245) (21,051) (24,629)

Profit before minorities/associate income 28,265 35,350 41,226 48,483 57,292 67,319

Minority interest 0 0 0 0 0 0

Income from associate (equity method) 0 0 0 0 0 0

Net profit 28,265 35,350 41,226 48,483 57,292 67,319

Net profit (adj.) 26,341 27,043 32,876 44,103 53,193 63,479

Year end 31 March (Rs bn) FY10A FY11A FY12A FY13A FY14E FY15E

Loans 980 1,168 1,404 1,696 2,052 2,462

Investments 107 118 122 136 159 184

Total assets 1,166 1,392 1,675 1,955 2,366 2,839

Total funds 966 1,151 1,391 1,588 1,979 2,395

Term loans 321 425 407 178 84 197

Deposits 231 243 363 519 607 687

Bonds, debentures, CPs 413 483 621 891 1,288 1,511

Common equity 152 173 190 250 282 318

Common equity (adjusted) 150 165 182 246 278 315

Risk-weighted assets (RWA) 1,279 1,533 1,844 2,122 2,568 3,081

Year end 31 March (Rs) FY10A FY11A FY12A FY13A FY14E FY15E

Shares (mn) 1,430 1,462 1,474 1,523 1,609 1,674

Diluted shares (mn) 1,474 1,494 1,497 1,542 1,610 1,675

EPS - reported 19.76       24.18       27.97       31.84      36.09       40.76       

EPS - diluted 19.18    23.66    27.54    31.45    35.59    40.19    

BVPS 105.8       118.0       129.0       162.0       175.0       190.2       

BVPS (adj for unrealised gain) - reported 222.0       264.0       294.0       360.0      384.9       412.0       

BVPS (core) 51.2         58.5         67.9         107.3      121.4       138.8       

BVPS (standalone) 116.5       259.1       289.3       362.9       382.3       409.7       

Dividend 7.20         9.00         11.00       12.50       13.80       15.80       

HDFC IN

Target | Estimate Change

8 May 2013

page 6 of 11 , Equity Analyst, +91 22 4224 6118, nkarfa@jefferies.comNilanjan Karfa

Please see important disclosure information on pages 8 - 11 of this report.



 

 

 

 

 

Profitability and other metrics 

 

Source: Jefferies estimates, company data 

 

Asset quality 

  

Source: Jefferies estimates, company data 

 

Capital and leverage 

 

Source: Jefferies estimates, company data 

 

Growth in key parameters 

 

Source: Jefferies estimates, company data 

 

Year end 31 March FY10A FY11A FY12A FY13A FY14E FY15E

ROA 2.59% 2.71% 2.66% 2.64% 2.63% 2.58%

ROE 19.20% 20.59% 21.90% 20.32% 20.65% 21.44%

ROE (core) 29.26% 28.90% 31.04% 28.35% 27.38% 27.50%

NIM 0.00% 4.40% 4.35% 4.21% 4.27% 4.25%

NIM - calculated 3.48% 3.66% 3.64% 3.54% 3.62% 3.59%

Spread 2.31% 2.33% 2.27% 2.30% 2.28% 2.30%

Expense ratio 7.5% 7.2% 7.3% 7.4% 7.4% 7.2%

Credit cost as % of avg. interest earning assets (bps) 5.6           5.7           5.5           8.3           7.7           7.0           

Year end 31 March (Rs mn) FY10A FY11A FY12A FY13A FY14E FY15E

Gross NPA 0.79% 0.77% 0.74% 0.70% 0.70% 0.70%

Provision coverage (%) 42.19% 35.45% 42.37% 39.64% 44.33% 47.18%

Year end 31 March (%) FY10A FY11A FY12A FY13A FY14E FY15E

Total common equity as % of assets 13.0% 12.4% 11.4% 12.8% 11.9% 11.2%

Tier 1 12.8% 12.2% 11.7% 13.8% 12.8% 11.9%

CRAR 14.6% 14.0% 14.6% 16.2% 15.5% 14.9%

Year end 31 March (% yoy) FY10A FY11A FY12A FY13A FY14E FY15E

Net interest income 11.4% 24.8% 19.1% 16.2% 22.2% 19.3%

Non interest income 92.9% 18.5% 3.0% 22.5% 0.6% 1.1%

Gross revenue 19.9% 23.7% 16.5% 17.1% 19.0% 17.0%

Operating expense 2.4% 17.7% 18.6% 19.3% 18.1% 14.7%

Pre provision profit 21.6% 24.2% 16.4% 16.9% 19.0% 17.2%

Loan loss provisions 16.0% 20.7% 14.3% 81.3% 11.3% 9.3%

Net profit 23.8% 25.1% 16.6% 17.6% 18.2% 17.5%

Net profit (adjusted) 24.2% 2.7% 21.6% 34.1% 20.6% 19.3%

Loans and Advances 15.0% 19.2% 20.2% 20.8% 21.0% 20.0%

Investments 2.5% 10.3% 3.2% 11.5% 16.9% 15.6%

Total funds 15.2% 19.2% 20.9% 14.2% 24.6% 21.0%

Term loans 26.7% 32.2% -4.2% -56.2% -53.1% 135.7%

Deposits 19.1% 5.4% 49.2% 43.1% 17.0% 13.1%

Bonds, debentures, CPs 5.7% 16.8% 28.7% 43.3% 44.6% 17.3%

Total assets 14.7% 19.5% 20.3% 16.7% 21.0% 20.0%
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Company Description
Housing Development Finance Corporation Limited (HDFC Ltd.) was established in 1977 with the primary objective of meeting a social
need of encouraging home ownership by providing long-term finance to households. HDFC has turned the concept of housing finance
for the growing middle class in India into a world-class enterprise with excellent reputation for professionalism, integrity and impeccable
service. It also has offices in Dubai, London and Singapore and service associates in the Middle East region, to provide housing loans and
property advisory services to Non-Resident Indians (NRIs) and Persons of Indian Origin (PIOs). Over the years, HDFC has emerged as a financial
conglomerate with its presence in the entire gamut of financial services including banking, insurance (life and non-life), asset management,
real estate venture capital and more recently education loans.

Analyst Certification
I, Nilanjan Karfa, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.
Registration of non-US analysts: Nilanjan Karfa is employed by Jefferies India Private Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of Jefferies Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.
Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more within a 12-month
period.
The expected total return (price appreciation plus yield) for Buy rated stocks with an average stock price consistently below $10 is 20% or more within
a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform
rated stocks with an average stock price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% within a 12-
month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.
CS - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.
Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on
the investment merits of the company are provided.

Valuation Methodology
Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Conviction List Methodology

1. The aim of the conviction list is to publicise the best individual stock ideas from Jefferies Global Research
2. Only stocks with a Buy or Underperform rating are allowed to be included in the recommended list.
3. Stocks are screened for minimum market capitalisation and adequate daily turnover. Furthermore, a valuation, correlation and style screen

is used to ensure a well-diversified portfolio.
4. Stocks are sorted to a maximum of 30 stocks with the maximum country exposure at around 50%. Limits are also imposed on a sector basis.
5. Once a month, analysts are invited to recommend their best ideas. Analysts’ stock selection can be based on one or more of the following:

non-Consensus investment view, difference in earnings relative to Consensus, valuation methodology, target upside/downside % relative
to the current stock price. These are then assessed against existing holdings to ensure consistency. Stocks that have either reached their
target price, been downgraded over the course of the month or where a more suitable candidate has been found are removed.

6. All stocks are inserted at the last closing price and removed at the last closing price. There are no changes to the conviction list during
the month.

7. Performance is calculated in US dollars on an equally weighted basis and is compared to MSCI World AC US$.
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8. The conviction list is published once a month whilst global equity markets are closed.
9. Transaction fees are not included.

10. All corporate actions are taken into account.

Risk which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. If a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
• Housing Development Finance Corp. Ltd. (HDFC IN: INR885.00, HOLD)

Distribution of Ratings
IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY 767 46.88% 128 16.69%
HOLD 740 45.23% 88 11.89%
UNDERPERFORM 129 7.89% 2 1.55%

Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies”) group
companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 3950.
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Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251
6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited, which is licensed by the Securities and Exchange Board of India as a Merchant Banker (INM000011443) and a Stock
Broker with Bombay Stock Exchange Limited (INB011438539) and National Stock Exchange of India Limited (INB231438533) in the Capital Market
Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 400 051, India; Tel +91 22 4356 6000.

This material has been prepared by Jefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("US"), by Jefferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by Jefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. Jefferies
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. Jefferies International Limited may allow its analysts to undertake private consultancy
work. Jefferies International Limited’s conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
professional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons
or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited is
regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore Limited
pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in connection
with this material, please contact Jefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In Japan this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is
issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities and
Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.
PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies India Private
Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of any investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure document or product
disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial Conduct Authority
under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under Australian Securities
and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
rates could have adverse effects on the value or price of, or income derived from, certain investments. This report has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of securities. None
of Jefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issuer(s).
Jefferies policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report containing such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of Jefferies.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or
use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.
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Jefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is
simultaneously available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of
Jefferies. Neither Jefferies nor any officer nor employee of Jefferies accepts any liability whatsoever for any direct, indirect or consequential damages
or losses arising from any use of this report or its contents.
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