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HDFC reported earnings growth of 17% YoY to INR11.7bn in Q1FY14, 

marginally below 20% historical average as incremental growth was led 

by individual loans. Lower fee income (down 12% YoY), zero investment 

profits was partially offset by 36% growth in dividend income and 40% 

higher surplus from MF investments. NPLs, in non-individual category, 

rose from 0.91% in FY13 to 1.08% in Q1FY14 due to delay in one 

developer loan account (technical in nature). Individual loan growth 

momentum was strong at 24% YoY (after sell-downs)–the proportion was 

up 4 percentage points over the last five quarters. We expect HDFC to 

maintain consistent track record of 20% loan growth, stable NIMs and 

controlled asset quality. The stock is currently trading at 3.5x FY15E core 

mortgage book. We maintain ‘HOLD’ with TP of INR917. 

 

Strong momentum in individual loans 

After sell-downs of INR11.34bn, individual loan growth momentum was still strong at 

24% YoY (6% QoQ). Non-individual loans generally see modest growth in Q1 and it was 

almost flat in Q1FY14 as well. Even after the sell-down of INR63bn in the past 12 

months, the proportion of individual loans has increased from 63% to 67%. Defying 

perception of rising competition, we believe HDFC will maintain 20% growth. 

 

Following historical trends, NIMs came off in Q1  

NIMs (calculated) came off 100bps QoQ/flat YoY at 3.1% as was historically witnessed 

in Q1s. Incremental growth from low yielding retail loans may be a cause. HDFC 

proactively borrowed money in April and May to fund growth for 2-3 months and its 

funding costs should not be impacted if RBI measures are temporary in nature. 

Reliance on bank loans has come off significantly (to <10%) in favour of debt market 

borrowings. We expect HDFC to maintain NIMs at ~3.5% over FY14-15E.  

 

Outlook and valuations: Consistent core; maintain ‘HOLD’ 

Our channel checks with home loan DSAs indicate that intensifying competition is not 

significantly impacting HDFC’s growth trajectory. Building in stable NIM (at 3.5%), we 

expect 18% earnings CAGR and RoE of 22% over FY13-15E. Our SOTP value is 

INR917/share (valuing FY15E core book at 4.3x and investments at INR297). We 

maintain ‘HOLD/ Sector Performer’.  
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Retail drives growth; corporate NPLs inch up marginally 
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Year to March Q1FY14 Q1FY13 Growth (%) Q4FY13 Growth (%) FY13 FY14E FY15E

Inc. from oper. (INR mn) 17,936 15,265 17.5 21,214 (15.5) 69,061 81,800 96,264

PAT (INR mn) 11,731 10,019 17.1 15,552 (24.6) 48,483 56,728 66,480

BV per share (INR) 162 180 199

Adj book value 109 125 144

Diluted EPS (INR) 7.5 6.7 12.1 10.3 (27.6) 31.4 36.6 42.7

Price/ Book (x) 5.0 4.5 4.0

Diluted P/E (x) 25.6 22.0 18.8
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Rise in NPLs in non-individual category, though technical in nature 

GNPLs rose in the non-individual category from 0.91% to 1.08% due to slippage in one 

developer account (though tehcnical in nature and should get upgraded during the course of 

this fiscal). Besides this, performance is equally satisfactory in both individual as well as non-

individual segment. In retail segment, NPLs went up by merely 3bps to 0.61%. HDFC has not 

yet reversed provisions of INR2.7bn that it has been holding towards dual rate products --

though eligible to reverse as the loans have completed one year of satisfactory performance.  

Considering the deteriorating macro economic conditions, asset quality performance 

particularly in non-individual catgeory will be a key monirotable, though HDFC, in decades of 

its history across cycles, has not witnessed any significant stress on balance sheet.  

 

Lower fee income; zero investment profits 

• Fee income declined by 12% YoY as incremental growth was led by low fee-generating 

retail loans. As we see build up in non-individual loans through the course of this fiscal, 

we will see traction back in fee income. 

• Profit on sale of investments was NIL (compared to INR3.2bn in FY13). 

• Dividend income of INR21.7bn primarily constituted dividend from HDFC Bank.  

• Unhedged forex exposure has come off to USD 56 mn and hit due to rupee depreciation 

was insignificant.  

 

Operating expenses higher than expected 

• Staff expenses grew 22% due to increased employee addition. With RBI making norms 

stricter for lending in terms of meeting KYC and other documentation, they have hired 

few employees at branch levels to maintain their competitive edge with respect to 

quick turnaround time and efficient service levels. 

• Establishment expenses were higher (>40% growth YoY as well QoQ) due to higher 

rental expenses and should moderate as it relocates offices. 

 

ZCBs: Blended cost net of tax adjusted against net worth 

• HDFC will carry zero coupon bonds (ZCBs) on a steady state basis at ~INR75bn, 

equivalent to the value of its investments in HDFC Bank and insurance companies. The 

average cost of ZCBs is 9.5-9.7% and it has adjusted interest on ZCBs of INR967mn (net 

of tax) in Q1FY14 from reserves. 

• In our estimate, the blended cost of ~9-10% on these are knocked off from securities 

premium account as per its accounting policy—INR5bn (INR4 per share). 
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Chart 1: Strong traction in individual loans drives higher loan growth 

 
Source: Company 

 

Chart 2: Carrying higher provisioning despite cumulative write-offs till date at 4-5bps 

 
Source: Company 

 

Table 1: NIMs (calc) came off following historically trend in Q1s 

 
Source: Company, Edelweiss research 

 

  

0.0 

5.0 

10.0 

15.0 

20.0 

25.0 

0

400

800

1,200

1,600

2,000

Q
3

F
Y

1
0

Q
4

F
Y

1
0

Q
1

F
Y

1
1

Q
2

F
Y

1
1

Q
3

F
Y

1
1

Q
4

F
Y

1
1

Q
1

F
Y

1
2

Q
2

F
Y

1
2

Q
3

F
Y

1
2

Q
4

F
Y

1
2

Q
1

F
Y

1
3

Q
2

F
Y

1
3

Q
3

F
Y

1
3

Q
4

F
Y

1
3

Q
1

F
Y

1
4

(%
)

(I
N

R
 b

n
)

Loan book Loan growth (RHS)

0.0 

0.3 

0.7 

1.0 

1.4 

1.7 

3,000 

6,200 

9,400 

12,600 

15,800 

19,000 

FY08 FY09 FY10 FY11 FY12 FY13 Q1FY14

(%
)

(I
N

R
 m

n
)

Balance in prov for contigencies Prov for contingencies (RHS)

(%) Q1FY14 Q1FY13 Change (bps) Q4FY13 Change (bps)
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Cost of funds 9.3 9.6 (23) 8.9 40
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Chart 3: Shying away from bank borrowings in favour of bond market 

 
Source: Company 

 

Chart 4: NPLs inch up in non-individual category 

 
Source: Company 
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Table 2: Book value accretion after adjusting for interest on ZCBs and provisioning 

 
Source: Edelweiss research 

 

Table 3: SOTP valuation (FY15E) 

 
Source: Edelweiss research 

 

 

 
 

 

  

 

(INR mn) FY10 FY11 FY12 FY13 FY14E FY15E

Networth (Opening) 131,374       151,977       173,165       190,176       250,000       278,483   

Add: Profits 28,265         35,350         41,226         48,483         56,728         66,480     

Add: equity/warrant issuances 6,316            9,776            3,071            39,451         2,709            2,709       

Add: Issuances (Sh. Capital) 3,303            9,776            3,071            39,451         2,709            2,709       

Add: Issuances (Warrant) 3,013            -                

Less: Dividend 11,905         15,516         18,897         22,517         26,460         30,906     

Less: Dividend 10,336         13,202         16,247         19,329         22,691         26,592     

Less: Tax on Div. 1,717            2,142            2,636            3,039            3,769            4,314       

Less: Prior year dividend (148)              172               15                 149               

Total 154,050       181,587       198,595       255,593       282,977       316,766   

Less: Utilization

Provisioning 2,986            3,499            1,213            1,708            2,059       

Interest on zero coupon bonds (net of tax) 1,988            5,321            4,851            4,380            5,076            5,196       

Util ized from Shelter assistance reserve 85                 115               69                 100               101           

Reversal of teaser loan provisioning (2,389)          

Networth (Closing) 151,977       173,165       190,176       250,000       278,483       309,411   

Book value per share (INR) 105.9            118.1            128.8            161.7            179.6            198.9       

Contribution to growth in book value (%) 15.7              13.9              9.8                31.5              11.4              11.1          

- Internal accruals 21.5              23.3              23.8              25.5              22.7              23.9          

- Equity infusion 4.8                6.4                1.8                20.7              1.1                1.0            

- Dividend (9.1)               (10.2)             (10.9)             (11.8)             (10.6)             (11.1)        

- Util ization (1.6)               (5.5)               (4.9)               (2.9)               (1.8)               (2.6)           

Method

AUMs/book

/earnings

(INR mn) Multiple (x)

Value of 

business 

(INR mn)

HDFC

holding(%)

Value of 

HDFC's 

interest

(INR mn)

Value per 

share (INR)

HDFC core mortgage business PB 223,233 4.3 959,903 100.0 959,903 621

HDFC Bank Fair value 1,741,950 1.0 1,741,950 23.2 404,132 261

Asset management % of AUM 1,134,368 5.0 56,718 60.0 34,031 22

Venture Capital % of AUMs 79,501 10.0 7,950 100.0 7,950 5

HDFC Life Insurance Appraisal value 4,605 30.2 139,253 72.4 100,777 65

Others 26,276 17

Value of subs 573,167 371

Value (at 20% holding company discount) 458,533 297

Total 1,418,436 917



 

 

 

Banking and Financial Services 

6  Edelweiss Securities Limited 

  

 

Financial snapshot        (INR mn) 

 Year to March    Q1FY14   Q1FY13   % change   Q4FY13    % change   FY13   FY14E   FY15E  

Interest income  52,198   46,464   12.3   53,392   (2.2)   198,184   230,476   268,036  

Interest exp  37,633   33,882   11.1   34,398   9.4   138,909   160,308   185,579  

Net int. inc. (INR mn)  14,565   12,582   15.8   18,994   (23.3)   59,275   70,168   82,457  

Dividend income  2,171   1,596   36.1   814   166.6   4,807   5,768   6,922  

Others  1,200   1,087   10.4   1,405   (14.6)   4,979   5,863   6,885  

Net income from ops  17,936   15,265   17.5   21,214   (15.5)   69,061   81,800   96,264  

Other income  80   74   8.7   116   (31.2)   351   351   351  

Net revenues  18,016   15,339   17.5   21,330   (15.5)   69,412   82,151   96,615  

Other expenses  1,880   1,694   11.0   1,309   43.6   6,603   7,767   9,064  

Depreciation  55   48   15.7   73   (24.1)   236   248   261  

PBT before extraordinary item  16,081   13,597   18.3   19,948   (19.4)   62,573   74,136   87,290  

Profit on sale of investments   -   202  NA  1,049  NA  3,156   3,000   3,000  

Profit before tax  16,081   13,799   16.5   20,997   (23.4)   65,728   77,136   90,290  

Provision for taxes  4,350   3,780   15.1   5,445   (20.1)   17,245   20,408   23,809  

PAT  11,731   10,019   17.1   15,552   (24.6)   48,483   56,728   66,480  

Diluted EPS (INR)  7.5   6.7   12.1   10.3   (27.6)   31.4   36.6   42.7  

NII/GII (%)  27.9   27.1     35.6     29.9   30.4   30.8  

Cost/income (%)  10.7   11.4     6.5     7.8   7.6   7.5  

Tax rate (%)  27.1   27.4     25.9     26.2   26.5   26.4  

         

Balance sheet data (INR bn)                       

Borrowings  1,633   1,438   13.5   1,588   2.8   1,588   1,920   2,319  

Mortgage assets  1,770   1,483   19.4   1,696   4.4   1,700   2,046   2,452  
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Company Description 

HDFC is India’s largest provider of housing finance, primarily focusing on retail housing. The 

company has widened its distribution network to 300 plus offices in India. It also covers over 

90 locations through its outreach programme, which has helped the corporation disburse 

housing loans in more than 2,400 towns and cities in India. It has also supplemented the 

distribution channel through the appointment of direct selling agents (DSA). As on June, 

2013, 73.6% of the shares are held by foreign institutional investors/foreign direct 

investments. Besides the core business of mortgages, HDFC has evolved into a financial 

conglomerate, diversifying into other businesses through its subsidiaries viz., HDFC Standard 

Life Insurance (73%), HDFC Asset Management Company (60%), HDFC Bank (23.2%), and 

HDFC General Insurance Company (74%). 

 

 

Investment Theme 

HDFC is the strongest and the most venerable play on Indian mortgages over the long term. 

We expect the company, with its strong brand recall, superior real estate knowledge, and 

revamped distribution strategy, to attain 20% CAGR in loan disbursement over FY13-15E. 

Besides the core business, HDFC’s insurance, AMC, banking, BPO, and real estate private 

equity businesses are also growing at a rapid pace and the estimated value of its 

investments/subsidiaries explains HDFC’s ~35% market capitalisation. Value of stakes in 

HDFC Bank and HDFC Standard Life form a significant portion of its unrealised gains. The 

stock has always traded at a premium to other financial stocks due to its stable earnings 

profile, superior asset quality and strong management. 

 

 

Key Risks 

Increase in competition and sustained slack in the mortgage market can lead to lower 

growth than our estimates. 

 

Risk of fraud and NPA accretion due to increase in interest rates and fall in property prices is 

inherent to the mortgage business. 
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Income statement    (INR mn) 

Year to March FY12   FY15E 

Interest income 161,551 198,184 230,476 268,036 

Interest expended 111,568 138,909 160,308 185,579 

Net interest income 49,983 59,275 70,168 82,457 

Non interest income 9,290 10,137 11,983 14,158 

- Fee & forex income 2,684 2,413 2,775 3,192 

- Misc. income 3,408 5,200 6,179 7,333 

- Investment profits 3,198 2,523 3,028 3,634 

Income from operations 59,273 69,412 82,151 96,615 

Net revenues 59,273 69,412 82,151 96,615 

Operating expense 4,519 5,389 6,228 7,200 

- Employee exp 2,058 2,462 2,831 3,256 

- Depreciation /amortisation 205 236 248 261 

- Other opex 2,256 2,691 3,149 3,683 

Preprovision profit 54,754 64,023 75,922 89,415 

Profit on sale of investments 2,702 3,156 3,000 3,000 

Provisions 800 1,450 1,786 2,125 

Profit before tax 56,656 65,728 77,136 90,290 

Provision for tax 15,430 17,245 20,408 23,809 

Profit After Tax 41,226 48,483 56,728 66,480 

Reported PAT 41,226 48,483 56,728 66,480 

Basic EPS (INR) 27.9 31.4 36.6 42.7 

Shares outstanding (mn) 1,477 1,546 1,551 1,555 

Diluted EPS (INR) 27.9 31.4 36.6 42.7 

Dividend per share (INR) 11.0 12.5 14.6 17.1 

Dividend payout (%) 45.7 46.1 46.6 46.5 

     
 

Growth ratios (%)     

Year to March FY12 FY13 FY14E FY15E 

Revenues 16.5 17.1 17.3 17.0 

NII growth 17.7 18.6 18.4 17.5 

Opex growth 18.6 19.3 15.6 15.6 

PPP growth 19.6 16.9 18.6 17.8 

Provisions growth 14.3 81.3 23.2 19.0 

Net profit 16.6 17.6 17.0 17.2 

     
 

Operating ratios     

Year to March FY12 FY13 FY14E FY15E 

Yield on advances 10.9 12.2 11.7 11.4 

Yield on assets 11.2 11.6 11.5 11.2 

Net interest margins 3.5 3.5 3.5 3.4 

Cost of funds 8.8 9.3 9.1 8.8 

Spread 2.4 2.3 2.3 2.4 

Cost-income 7.7 7.8 7.6 7.5 

Tax rate 27.2 26.2 26.5 26.4 

     
 

 

Key Assumptions     

Year to March FY12 FY13E FY14E FY15E 

Macro      

 GDP(Y-o-Y %) 6.2 5.0 5.6 6.5 

 Inflation (Avg) 8.9 7.4 5.2 6.0 

 Repo rate (exit rate) 8.5 7.5 6.8 6.0 

 USD/INR (Avg) 48.0 54.5 58.0 56.0 

Sector      

 Credit growth 17.1 14.7 15.0 16.0 

 Deposit growth 13.4 13.5 15.0 16.0 

 Bank's base rate (%) 10.5 9.7 9.5 9.3 

 Wholesale borrowing cost (%) 10.5 8.9 8.7 8.5 

 G-sec yield 8.5 7.8 7.6 7.5 

Company      

 Operating metric assumptions (%)     

 Yield on advances 10.9 12.2 11.7 11.4 

 Net interest margins 3.5 3.5 3.5 3.4 

 Cost of funds 8.8 9.3 9.1 8.8 

 Profit on sale of investment (INR mn) 2,702 3,156 3,000 3,000 

 Dividend income (INR mn) 3,097 4,807 5,768 6,922 

 Employee cost growth 10.0 20.0 15.0 15.0 

 Interest on ZCBs (INR mn) 7,363 4,380 5,076 5,196 

 Other opex growth 10.0 15.0 15.0 15.0 

 Dividend payout 45.7 46.1 46.6 46.5 

 Tax rate (%) 27.2 26.2 26.5 26.4 

 Balance sheet assumption  (%)     

 Disbursement growth 17.9 15.9 20.0 20.0 

 Repayment/prepayment rate 36.2 34.1 35.5 36.5 

 Individual loans/total loans 63.0 65.5 65.8 66.1 

 Gross NPLs 0.7 0.7 0.7 0.7 

 Sell-downs to HDFC Bank 35,000 51,750 40,000 35,000 
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Peer comparison valuation 

  Market cap Diluted PE (X) Price/BV (X) ROAE (%) 

Name (USD mn) FY14E FY15E FY14E FY15E FY14E FY15E 

HDFC 21,032 18.2 15.5 4.3 3.5 21.5 22.6 

Infrastructure Development Finance Co 3,216 9.0 7.6 1.2 1.1 14.6 15.3 

LIC Housing Finance 1,772 8.3 6.9 1.3 1.1 18.1 17.6 

Mahindra & Mahindra Financial Services 2,396 13.8 11.0 2.7 2.3 21.2 22.7 

Manappuram General Finance 183 4.1 3.4 0.4 0.4 10.7 12.0 

Multi Commodity Exchange of India 635 15.5 13.2 3.0 2.7 20.0 20.9 

Muthoot Finance 608 4.1 3.7 0.8 0.7 21.4 20.4 

Power Finance Corp 2,961 3.4 2.9 0.6 0.5 20.1 19.9 

Reliance Capital 1,531 10.6 9.3 0.7 0.7 6.7 7.3 

Rural Electrification Corporation 3,197 4.3 3.9 0.9 0.8 23.0 21.4 

Shriram City Union Finance 875 9.8 7.9 1.9 1.6 21.6 21.4 

Median - 9.0 7.6 0.8 0.7 20.1 19.9 

AVERAGE - 9.5 8.1 1.3 1.1 15.6 15.8 

Source: Edelweiss research 

Sanctions and disbursements     

Year to March FY12 FY13 FY14E FY15E 

Sanctions (INR mn) 901,540 1,032,600 1,239,120 1,486,944 

Disbursements (INR mn) 711,130 824,520 989,424 1,187,309 

Disbursements to sanction ratio 78.9 79.8 79.8 79.8 

Disbursements growth (%) 17.9 15.9 20.0 20.0 

Sanctions growth (%) 19.9 14.5 20.0 20.0 

     
 

RoE decomposition (%)     

Year to March FY12 FY13 FY14E FY15E 

Net interest income/assets 3.5 3.5 3.5 3.4 

Non interest income/assets 0.6 0.6 0.6 0.6 

Investment profits/Assets 0.2 0.2 0.1 0.1 

Net revenues/assets 4.3 4.3 4.2 4.1 

Operating expense/assets 0.3 0.3 0.3 0.3 

Provisions/assets 0.1 0.1 0.1 0.1 

Taxes/assets 1.1 1.0 1.0 1.0 

Total costs/assets 1.4 1.4 1.4 1.4 

ROA 2.8 2.8 2.8 2.8 

Equity/assets 12.6 12.9 13.2 12.2 

ROAE (%) 22.7 22.0 21.5 22.6 

     
 

Valuation parameters     

Year to March FY12 FY13 FY14E FY15E 

Diluted EPS (INR) 27.9 31.4 36.6 42.7 

Y-o-Y growth (%) 15.8 12.3 16.7 16.9 

Book value per share (INR) 128.8 161.7 179.6 198.9 

Adjusted book value per share 73.4 108.5 125.3 143.5 

Diluted PE (x) 28.8 25.6 22.0 18.8 

Price/BV (x) 6.2 5.0 4.5 4.0 

Price/ Adj. Earnings (x)* 23.5 21.4 18.2 15.5 

Price/ Adj. BV (x)* 7.9 5.1 4.3 3.5 

Dividend yield (%) 1.4 1.6 1.8 2.1 
 

 

Balance sheet    (INR mn) 

As on 31st March FY12 FY13 FY14E FY15E 

Equity capital 2,954 3,093 3,102 3,111 

Reserves & surplus 187,222 246,907 275,381 306,299 

Shareholders funds 190,176 250,000 278,483 309,410 

Short term debt 642,898 635,312 768,107 927,407 

Long term debt 748,377 952,968 1,152,161 1,391,110 

Borrowings 1,391,275 1,588,280 1,920,269 2,318,517 

Deferred tax liability (6,282) (6,314) (7,598) (9,103) 

Sources of funds 1,575,169 1,831,966 2,191,154 2,618,824 

Total net fixed assets 2,340 2,379 2,331 2,270 

Non current investments 120,116 133,412 141,470 150,674 

Current Investments 1,954 2,723 2,887 3,075 

Cash and equivalents 54,729 57,511 69,205 82,918 

Loans and advances 1,404,217 1,700,460 2,046,221 2,451,659 

Other current assets 85,563 52,507 53,590 54,569 

Total current assets (ex cash) 1,546,462 1,813,201 2,171,903 2,592,221 

Others current liabilities 93,749 117,026 124,552 126,340 

Total current liabilities & 93,749 117,026 124,552 126,340 

Net current assets (ex cash) 1,452,714 1,696,175 2,047,352 2,465,880 

Uses of funds 1,575,169 1,831,966 2,191,154 2,618,824 

Book value per share (INR) 128.8 161.7 179.6 198.9 

Loan growth 20.3 20.7 20.3 19.8 

Deposit growth 47.4 43.1 21.0 20.0 

EA growth 19.1 16.3 19.6 19.5 
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Insider Trades 
 Reporting Data   Acquired / Seller   B/S   Qty Traded  

24 Jul 2012 V. Srinivasa Rangan Sell 26000.00 

27 Jul 2012 V Srinivasa Rangan Sell 26000.00 

03 Aug 2012 V. Srinivasa Rangan Sell 25000.00 

06 Aug 2012 V Srinivasa Rangan Sell 25000.00 
 

*in last one year 

 

Bulk Deals 
 Data   Acquired / Seller   B/S   Qty Traded   Price  

05 Oct 2012 Cmp Asia Ltd Sell 57000000 761.77 
 

*in last one year 

 

Holding – Top10 
  Perc. Holding   Perc. Holding 

Aberdeen Asset Management 6.63       Capital International Investments 5.07 

Oppenheimer Funds  2.87       Vanguard Group 2.76 

JP Morgan 2.31       Life Insurance Corporation 2.13 

ICICI Prudential Life 2.09       Virtus Emerging Markets 1.60 

Harris Trust & Savings Bank 1.60       Fidelity Management and Research 1.56 
 

*in last one year 

 

Additional Data 

Directors Data 

Keki M Mistry Vice Chairman & MD & CEO Keshub Mahindra Vice Chairman 

Shirish B Patel Director B S Mehta Director 

D M Sukthankar Director D N Ghosh Director 

S A Dave Director Ram S Tarneja Director 

N M Munjee Director Bimal Jalan Director 

J J Irani Additional Director V Srinivasa Rangan Executive Director 

Renu Sud Karnad Managing Director   
 

 

  Auditors -  Deloitte Haskins & Sells 

*as per last annual report 
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Company Absolute 

reco 

Relative 

reco 

Relative 

risk 

Company Absolute 

reco 

Relative 

reco 

Relative 

Risk 

Allahabad Bank BUY SP M Axis Bank BUY SO M 

Bank of Baroda BUY SP M Development Credit Bank BUY SO M 

Federal Bank BUY SO L HDFC HOLD SP L 

HDFC Bank HOLD SP L ICICI Bank BUY SO L 

Indian Overseas Bank HOLD SU M IndusInd Bank BUY SP L 

IDFC BUY SO L ING Vysya BUY SO L 

Karnataka Bank BUY SO M Kotak Mahindra Bank REDUCE SU M 

LIC Housing Finance BUY SO M Magma Fincorp BUY SO M 

Mahindra & Mahindra Financial Services BUY SO M Manappuram General Finance BUY SP H 

Multi Commodity Exchange of India BUY SP M Muthoot Finance BUY SP M 

Oriental Bank Of Commerce BUY SO L Power Finance Corp BUY SO M 

Punjab National Bank HOLD SP M Reliance Capital BUY SO M 

Rural Electrification Corporation BUY SO M Shriram City Union Finance BUY SO M 

South Indian Bank HOLD SP M State Bank of India BUY SO L 

Union Bank Of India BUY SO M Yes Bank BUY SO M 
 

RATING & INTERPRETATION 

ABSOLUTE RATING 

Ratings Expected absolute returns over 12 months

Buy More than 15%

Hold Between 15% and - 5%

Reduce Less than -5%

RELATIVE RETURNS RATING 

Ratings Criteria

Sector Outperformer (SO) Stock return > 1.25 x Sector return

Sector Performer (SP) Stock return > 0.75 x Sector return

Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe                      

within the sector

RELATIVE RISK RATING 

Ratings Criteria

Low (L) Bottom 1/3rd percentile in the sector

Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING 

Ratings Criteria

Overweight (OW) Sector return > 1.25 x Nifty return

Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Vikas Khemani  Head   Institutional Equities  vikas.khemani@edelweissfin.com +91 22 2286 4206 

Nischal Maheshwari Co-Head  Institutional Equities & Head   Research nischal.maheshwari@edelweissfin.com  +91 22 4063 5476 

Nirav Sheth Head   Sales  nirav.sheth@edelweissfin.com +91 22 4040 7499 

Coverage group(s) of stocks by primary analyst(s): Banking and Financial Services 

Allahabad Bank, Axis Bank, Bank of Baroda, Development Credit Bank, Federal Bank, HDFC, HDFC Bank, ICICI Bank, Infrastructure Development Finance Co 

Ltd, IndusInd Bank, Indian Overseas Bank, Karnataka Bank, Kotak Mahindra Bank, LIC Housing Finance, Multi Commodity Exchange of India, Manappuram 

General Finance, Magma Fincorp, Mahindra & Mahindra Financial Services, Muthoot Finance, Oriental Bank Of Commerce, Punjab National Bank, Power 

Finance Corp, Reliance Capital, Rural Electrification Corporation, State Bank of India, Shriram City Union Finance, South Indian Bank, Union Bank Of India, 

ING Vysya, Yes Bank 

 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 120 49 17 186 

* - stocks under review 

 

Market Cap (INR) 118 56 12 

Date Company Title Price (INR) Recos 

 

Recent Research 

19-Jul-13 Magma  

Fincorp 

RoE improving, but asset 

quality key monitorable;  

Result Update 

88 Buy 

18-Jul-13 Axis Bank Retail on track; NPL accretion 

marginally higher;  

Result Update 

1,238 Buy 

18-Jul-13 Kotak  

Mahindra  

Bank 

Moderation in loan growth; 

inch up in credit cost;  

Result Update 

712 Reduce 

 > 50bn Between 10bn and 50 bn < 10bn 

 Buy Hold Reduce Total 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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DISCLAIMER  

 

General Disclaimer: 

This report has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate 

companies are a full service, integrated investment banking, portfolio management and brokerage group. Our research analysts 

and sales persons provide important input into our investment banking activities. This report does not constitute an offer or 

solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information 

contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is 

accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies 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. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an 

investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should 

make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of 

companies referred to in this report (including the merits and risks involved), and should consult his own advisors to determine 

the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors. We 

and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, 

and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such 

securities and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other 

potential conflict of interest with respect to any recommendation and related information and opinions. This information is 

strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or 

redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any 

purpose. 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 Edelweiss and affiliates/ group companies to any registration or licensing 

requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons 

in whose possession this report comes, should inform themselves about and observe, any such restrictions. The information given 

in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with this 

information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications 

and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or 

keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent recommendation 

to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its 

affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, 

indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 

information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements 

incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the 

views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their 

dependents from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The 

information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original 

artwork, concepts and other Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any 

form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 

the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 

indirectly related to specific recommendations or views expressed in this report.  

 

Analyst holding in the stock: No. 

 

Edelweiss shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason 

including network (Internet) reasons or snags in the system, break down of the system or any other equipment, server 

breakdown, maintenance shutdown, breakdown of communication services or inability of the Edelweiss to present the data. In no 

event shall the Edelweiss be liable for any damages, including without limitation direct or indirect, special, incidental, or 

consequential damages, losses or expenses arising in connection with the data presented by the Edelweiss through this 

presentation. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has 

prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 

(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 

supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 

to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 

appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 

15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 

Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as 

specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, 

duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC 

in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an 

agreement with a U.S. registered broker-dealer, Enclave Capital, LLC ("Enclave").  

Transactions in securities discussed in this research report should be effected through Enclave Capital, LLC. 

Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 

Services and Markets Act 2000 ("FSMA").  

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 

experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 

“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 

associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 

referred to as “relevant persons”). 

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 

activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 

persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 

research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 

person.  

Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 

prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 

associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 

a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 

Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 

Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 

analysts' business or relationship with a subject company or trading of securities by a research analyst. 

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 

who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 

Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 

the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 

international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 

securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 

principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 

there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 

service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
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