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¢ NIl has grown at a rate of 9% while AUM growth standing at 14%. PAT has grown at the
rate of 296% on account of IND-AS regulation of accounting gain on GRUH conversion
to Bandhan.

¢ NIM stands steady at stood at 3.3% with spreads at 2.27%. Individuals carry a spread of
1.93% while non-individual stood at 3.14%.

e With the IND-AS regulation, HDFC has to accrued Rs 9020 Cr on the conversion of
GRUH shares into Bandhan.

e AUM growth stood at 14%. Individual segment loans grew by 16% while disbursement
grew by 13%.

e During the quarter HDFC has sold the loan of Rs 4258 Cr while in the last 12 Months
loan book amounting to Rs 21066 Cr. Added the loan book sold the growth would have
been in the range of 24% YoY. Up to Rs 63679 Cr is the total amount of loan sold by
HDFC but it continues to services those loans.

¢ Focus remains on affordable housing with 36% of the home loans in number while 18%
in value terms were disbursed during the quarter. Almost Rs 9400 Cr of the amount is
to the borrower is EWS & lower-income category.

e The average ticket size in the lower-income category is Rs 17.6 Lakh and EWS is Rs
10.20 Lakh. The total average ticket size is Rs 26.9 Lakh declining sequentially in the last
couple of quarters.

e The share of Individual loans stood at 76%, construction finance stood at 11%, LRD
constitutes 8% & corporate book is 5%. 81% of the loan was to individuals while 19%
were to non-individuals.

e NPA stood at 1.36% v/s 1.33%. The GNPA in the individual segment stood at 75 bps v/s
73 bps QoQ while non-individual loan stood at 2.91% v.s 2.87% QoQ.

¢ Total provision stood at Rs 9934 Cr against the regulatory requirement of Rs 3624 Cr.

e Management remains cautious in non-individual loans. There is a marginal pick up in
the quarter.

e The difference between market price & carrying cost of listed investment is RS 233608
Cr.

e Capital adequacy stood at 18.6% out of which Tier 1 stood at 17.3%. (not taking
cognizance of the GRUH gain).

View and Valuation

HDFC has been able to maintain steady AUM growth in the 14-15% range with
increased focus in the affordable segment. The ticket size has been declining steadily
in the last few quarters showing management incremental focus on the affordable
segment. HDFC is cautiously growing its higher ticket size non-individual segment.
Management has been providing on a higher basis with almost double the provision
than the regulatory requirement. The NPA in the corporate segment has increased
sequentially and we maintain our cautious stance with stress in the real estate
segment. We value the stockat4.5X at FY21e at 2559. We maintain NEUTRAL.

Key Risks to our rating and target
e Pressure onreal estate can slow down growth.
e Furtherdeterioration of the non-individual account will increase the Credit cost.

The views expressed above accurately reflect the personal views of the authors about the subject companies and its(their) securities. The authors have not and
will not receive any compensation for providing a specific recommendation or view. Narnolia Financial Advisors Ltd. does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that the firm 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 refer to the Disclaimers at www.narnolia.com
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Consistent Growth

3QFY20 Results
In Line With Expectations

FiginRs Cr
FINANCIALS 3QFY19|4QFY19|1QFY20|2QFY20|3QFY20| YoY %| QoQ% | FY18 | FY19 | YoY %
Interest Inc. 10,233 10,321 10,818 10,852 11,009 7.6% 1.4% | 33,122| 39,294 | 18.6%
Interest Exp. 7,259 7,182 7,739 7,831 7,770 7.0% -0.8% | 23,498| 27,838| 18.5%
NIl 2,975 3,139 3,079 3,021 3,240 8.9% 7.2% 9,624| 11,457 | 19.0%
Other Income 544 1,402 2,357 2,822 9,471 |11641.1%| 235.6% 8,086 4,662 | -42.3%
Total Income 3,519 4,541 5,436 5,844 12,711 | 261.2%| 117.5% | 17,710| 16,119 -9.0%
Ope Exp. 534 452 561 559 572 7.2% 2.4% 2,405 2,065| -14.1%
PPP 2,985 4,089 4,875 5,285 12,138 | 306.7%| 129.7% | 15,305| 14,054 -8.2%
Provisions 116 398 890 754 2,995 12481.9% 297% 2,115 935| -55.8%
PBT 2,869 3,691 3,985 4,530 9,143 | 218.7%| 101.8% | 13,190| 13,119 -0.5%
Tax 755 829 782 569 771 2%| 35.5% 2,230 3,486 | 56.3%
Extra ltems - - - - - - -
Net Profit 2,114 2,862 3,203 3,962 8,373 | 296.1%| 111.3% | 10,959 9,632 -12%

Exhibit: AUM Growth %
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Exhibit: Asset Quality
Asset Quality has Deteriorated
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Exhibit: AUM Mix

N individuals W Corporate M Construction Finance

Lease Rental Discounting

NS N NN eQ,o O 0, 0 0y %
@@@@b@@bb%
Exhibit: Provisions
PCR has Declined Sequentially
PCR % (Calculated)
32
28 29 29 29 29 29 29 30
24
. &Q,o/, qQ,g, \}Qx), eQx), eQx), %y JQ@ eQx} .
o Y ® ) CIERE <0

Narnolia Financial Advisors Ltd.



Narnolia HDFC

Profitability Matrix

1QFY19 | 2QFY19|3QFY19 |4QFY19|1QFY20 | 2QFY20 | 3QFY20 | YoY (+/-) | QoQ (+/-)
C/I Ratio % 16.9 10.1 15.2 10.0 10.3 9.6 4.5 -10.67 -5.07
Empl. Cost/ Tot. Exp. % 51.5 29.3 26.6 271 27.7 259 26.7 0.11 0.81
Other Exp/Tot. Exp.% 21.7 35.9 26.9 35.1 31.9 34.6 31.4 4.43 -3.21
Provision/PPP % 0.6 10.3 3.9 9.7 18.3 14.3 247 20.79 10.40
Tax Rate % 28.7 29.3 26.3 22.5 19.6 12.5 8.4 -17.89 -4.12
Int Exp./Int Inc. (%) 69.8 73.1 70.9 69.6 71.5 72.2 70.6 -0.36 -1.59
PPP/ Net Income % 83.1 89.9 84.8 90.0 89.7 90.4 95.5 10.67 5.07
PAT/ Net Income % 58.9 57.0 60.1 63.0 58.9 67.8 65.9 5.80 -1.93
NIl Growth % (YoY) 20.9 16.0 20.8 18.4 12.0 16.5 8.9 -11.93 -7.57
PPP_Growth YoY % 41.3 46.6 (60.8) 43.5 57.8 35.8 306.7 367.48 270.83
PAT Growth % 53.7 24.7 (60.1) 26.8 46.3 60.6 296.1 356.22 235.51

Margin Performance

MARGIN % 1QFY19 [ 2QFY19|3QFY19 |4QFY19|1QFY20 [ 2QFY20| 3QFY20 | YoY (+/-) | @oQ (+/-)
Yield on Advances(Calc.) 8.8 8.9 9.1 8.8 8.9 8.7 8.5 9.07 -0.14
Cost Of Funds(Calc.) 8.0 8.6 8.7 8.2 8.6 8.4 8.1 8.60 -0.29
Spreads(Calc.) 23 2.3 23 2.3 2.3 23 2.3 0.47 0.01
NIM (Calc.) 2.8 2.5 2.8 29 2.7 2.6 2.7 2.76 0.10
Exhibit: Yield and Cost Exhibit: Net Interest Margin
Yield and Cost both has decreased NIM has Improved sequentially
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Asset & Borrowings Growth Trend

FiginRs Cr

3QFY18 |[4QFY18|1QFY19 | 2QFY19| 3QFY19 |4QFY19 | 1IQFY20 | 2QFY20 | 3QFY20

AUM 384200| 399511| 422090 433069| 444923| 461913 | 475933| 490072 505401
Growth YoY % 18 18 19 18 16 15 13 13 14
Borrowings 307978| 320656| 332526| 340636 354728| 365266 373629| 388976 395128
Growth YoY % 17 14 16 13 15 14 12 14 1"

AUM Break Up

3QFY18 |4QFY18|1QFY19 | 2QFY19 | 3QFY19 |4QFY19 | 1QFY20 | 2QFY20 | 3QFY20

Individual 72 73 72 73 74 74 74 76 76
Non-Individual 28 27 28 27 26 26 26 24 24
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Exhibit: Provision to AUM

Provisions/AUM

Exhibit: Liability Break Up
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Asset Quality
1QFY19 [2QFY19|3QFY19 |[4QFY19 [1QFY20 | 2GFY20 | 3QFY20
Gross NPA (Stage 3) 5,145 5,022 5,618 5,743 6,228 6,685 6,996
Less: ECL Provisions (Stage 3) 2,361 1,946 2,238 2,499 2,476 2,891 3,431
Net NPA (Stage 3) 2,784 3,076 3,380 3,244 3,752 3,794 3,565
Coverage Ratio (%) Stage 3 46% 39% 40% 44% 40% 43% 49%
Gross Stage 1 & 2 369459| 377429| 385548 401389 410096 419706 433968
ECL provision-Stage 1 & 2 2754 3068 2966 3379 3994 4422 6503
Net Stage 1 & 2 366705| 374361| 382582| 398010 406102 415284 427465
ECL provision (%) Stage 1 & 2 0.75% 0.81% 0.77% 0.84% 0.97% 1.05% 1.50%
GNPA segmentwise
1GFY19 |2QFY19| 3QFY19 |4QFY19 | 1IQGFY20 | 2QFY20 | 3QFY20
Individual 0.66 0.66 0.68 0.70 0.72 0.73 0.75
Non-Individual 2.32 2.18 2.46 2.34 2.68 2.87 291
Total Provision 5,115 5,014 5,204 5,878 6,470 7,313 9,934
Regulatory Provision 3,006 2,951 3,068 3,220 3,366 3,559 3,624
Exhibit: Spreads on segment basis Exhibit: GNPA on segment basis
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Financial Details
Balance Sheet .
FiginRs Cr
Y/E March FY14 FY15 FY16 | FY17 | FY18 | FY19 | FY20E | FY2IE
Share Capital 312 315 316 318 335 344 344 344
Equity Capital 312 315 316 318 335 344 344 344
Preference Capital
Reserves & Surplus 27,643 | 30,655 33,754 | 39,277 64,930| 77,011 90722 96768
Networth 27,955 | 30,970 34,070 | 39,594 65,265| 77,355 91066 97112
Change (%) 13 11 10 16 65 19 18 7
Total Borrowings 184300 | 208600 | 238200 | 280534 | 320656 | 365266 | 414255 | 468108
Change (%) 16 13 14 18 14 14 13 13
Provisions 2,231 2,437 1,613 2,339 183 210 231 254
Other Liabilities 11,271 | 11,945 14,869 | 14,839| 12,806 | 15,947| 17,541 | 19,295
Total Liabilities 225757 | 253952 | 288753 | 337306 | 398910 | 458778 | 523093 | 584769
Investments 13,913 | 14,294 15,345 | 20,410| 30,717 | 46,240| 55,875 | 59,044
Loans 201313 | 232231 263853 | 307099 | 357381 | 400727 | 445742 | 503689
Change (%) 16 15 14 16 16 12 11 13
Fixed Assets 280 677 665 642 1,040 973 1,021 1,072
Other Assets 2,535 3,385 3,585 | 2,836 8,287 | 9,241 10,165| 10,674
Cash Balances 7,716 3,365 5,305 | 6,319 1,485 1,596| 10,289 | 10,290
Total Assets 225757 | 253952 | 288753 | 337306 | 398910 | 458778 | 523093 | 584769
Income Statement FainRsCr
Y/E March FY14 FY15 FY16 | FY17 | FY18 | FY19 | FY20E | FY2IE
Interest income 23,032 25,970 | 28,070 | 30,850 | 33,122 | 39,294 | 44,231 | 49,947
Interest expended 16,029 17,975 | 19,375 | 20,896 | 23,498 | 27,838 | 31,498 | 35,521
Net Interest Income 7,003 7,995 8,695 | 9,954 9,624 | 11,457 | 12,734 | 14,427
Change (%) 13 14 9 14 (3) 19 11 13
Other Income 1,165 1,855 3,309 | 2,812 8,086 | 4,662| 15,504 3,536
Change (%) 8 59 78 (15) 188 (42) 233 (77)
Total Net Income 8,168 9,850 | 12,004 | 12,766 | 17,710 | 16,119| 28,238 | 17,963
Change (%) 13 21 22 6 39 9) 75 (36)
Operating Expenses 628 1,061 1,181 1,339 2,405 | 2,065 2,202 2,158
Change (%) 17 69 11 13 80 (14) 7 (2)
Employee Expenses 279 328 349 389 1,372 717 623 721
Change (%) 13 18 6 11 253 (48) (13) 16
Other Expenses 230 263 271 306 384 596 717 701
Pre-provisioning Profit 7,540 8,789 | 10,823 | 11,427 | 15,305 | 14,054| 26,036 | 15,804
Change (%) 12 17 23 6 34 (8) 85 (39)
Provisions 100 165 715 700 2,115 935 5,024 1,109
Change (%) (31) 65 333 2) 202 (56) 437 (78)
PBT 7,440 8,624 | 10,108 | 10,727 | 13,190 | 13,119 21,012 | 14,695
Tax 2,000 2,634 3,015 | 3,284 2,230 | 3,486 2,963 3,691
Profit After Tax 5,440 5,990 7,093 | 7,443| 10,959 | 9,632| 18,049 | 11,004
Change (%) 12 10 18 5 47 (12) 87 (39)
Adjusted Profit After Tax 5,440 5,990 7,093 | 7,443| 10,959 | 9,632| 18,049 | 11,004
Change (%) 12 10 18 5 47 (12) 87 (39)

Narnolia Financial Advisors Ltd.



Narnolia’ HDFC

Financial Details

Key Ratios

Y/E March FY14 FY15 FY16 | FY17 | FY18 | FY19 | FY20E | FY21E

Balance Sheet Metrics

AUM 217800| 253300| 291531 | 338500 | 399511 (461913 | 521962 | 589817
Off-Book AUM 16,487| 21,069| 27,678 | 31,401| 42,130 | 61,186| 76,219 | 86,128

AUM Growth (%) 16.5 16.3 15.1 16.1 18.0 15.6 13.0 13.0

Borrowing Growth (%) 16.1 13.2 14.2 17.8 14.3 13.9 13.4 13.0

Loan/Borrowing (%) 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1

CRAR (%) 18 16 17 15 19 19 21 20
Tier 1 (%) 15.4 12.5 13.2 11.8 17.3 17.6 19.8 18.9
Tier 2 (%) 2.5 3.6 3.4 2.7 1.9 1.6 1.3 1.2

Debt/Equity(x) 109.2 111.3 110.8 109.5 111.5| 109.7 107.6 107.6

Assets Quality Metrics

Gross NPA (Rs) 1,357 1,542 1,833 2378 | 4,019 | 4,777 6,383 7,728
Gross NPA (%) 0.7 0.7 0.7 0.8 1.1 118.0 1.4 1.5
Net NPA (Rs) 811 1,061 1,267 1,640 | 2,861 3,374 4,468 5,410
Net NPA (%) 0.4 0.5 0.5 0.6 0.8 0.8 1.0 1.1
Specific Provision Coverage (%) 40 31 31 31 29 29 30 30
Provision/Average Advances (%) 0.0 0.1 0.3 0.2 0.6 0.2 1.0 0.2

Margin Metrics

Yield On Advances (%) 1.5 11.3 106 | 10.1 9.2 9.2 9.1 9.1
Cost Of Funds (%) 9.3 9.1 8.7 8.1 7.8 8.1 8.1 8.1
Spread (%) 2.2 2.2 1.9 2.0 1.4 1.1 1.0 1.0
NIM on AUM (%) 3.5 3.4 3.2 3.2 2.6 2.7 2.6 2.6

Profitability & Effeciency Metrics

Int. Expense/Int.Income (%) 69.6 69.2 69.0 67.7 70.9 70.8 71.2 711
Other Income/NII (%) 16.6 23.2 38.1 28.2 84.0 40.7 121.8 24.5
Operating Profit/Net Income (%) 92.3 89.2 90.2 89.5 86.4 87.2 92.2 88.0
Net Profit/Net Income (%) 66.6 60.8 59.1 58.3 61.9 59.8 63.9 61.3
Cost to Income (%) 7.7 10.8 9.8 10.5 13.6 12.8 7.8 12.0
Employee Exp/Net Income (%) 34 3.3 29 3.0 7.7 44 2.2 4.0
Cost on Average Assets (%) 0.3 0.5 0.4 0.4 0.7 0.5 0.4 0.4
Provision/PPP (%) 1.3 1.9 6.6 6.1 13.8 6.7 19.3 7.0
Tax Rate (%) 26.9 30.5 29.8 30.6 16.9 26.6 14.1 251

Valuation Ratio Metrics

EPS (Rs) 34.9 38.0 449 | 468 | 654 | 56.0| 1048 63.9

Change (%) 11.2 9.1 18.0 43| 396 | (14) 87.4| (39.0)
ROAE (%) 20.6 20.3 218 | 202 | 209 | 135 214 1.7
ROAA (%) 2.6 2.5 2.6 2.4 3.0 2.2 3.7 2.0
Dividend Payout (%) 36.9 446 443 | 410 321 | 429 24.0 45.1
Dividend yield (%) 15 1.3 1.1 1.1 1.0 0.9 0.8 0.8
DPS 125 16.0 160 | 170 200 | 210 22.0 24.0
Book Value(Rs) 179.1 196.7 | 2157 | 2492 | 389.4 | 4494 | 5290| 564.1

Change (%) 12 10 10 16 56 15 18 7
P/B (X) 4.9 6.7 5.1 6.0 4.7 4.4 45 4.2
P/E (X) 25.3 345 246 | 321 | 279 | 352 22.9 37.5

Narnolia Financial Advisors Ltd.
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Financial Details

Exhibit: DuPont Analysis

FY14 | FY15 | FY16 | FY17 | FY18 FY19 (FY20E | FY2I1E

Interest Income 10.9 10.8 10.3 9.9 9.0 9.2 9.0 9.0
Interest expended 7.6 7.5 71 6.7 6.4 6.5 6.4 6.4
Net Interest Income 3.3 3.3 3.2 3.2 2.6 27 2.6 2.6
Non-Fund Based Income 0.6 0.8 1.2 0.9 2.2 1.1 5.8 3.2
Total Income 3.9 41 4.4 4.1 4.8 3.8 5.8 3.2
Total Operating Expenses 0.3 0.4 0.4 0.4 0.7 0.5 0.4 0.4
Employee Expenses 0.1 0.1 0.1 0.1 0.4 0.2 0.1 0.1
Other Expenses 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Operating Profit 3.6 3.7 4.0 3.7 4.2 3.3 5.3 2.9
Provisions 0.0 0.1 0.3 0.2 0.6 0.2 1.0 0.2
Others - - - - - - - -
PBT 3.5 3.6 3.7 3.4 3.6 3.1 43 2.7
Tax 0.9 1.1 1.1 1.0 0.6 0.8 0.6 0.7

PAT/RoAA 2.6 24 3.0 2.2

Eaquity Multplr () mm

20.3 20.2 20.9 13.5 AR

Narnolia Financial Advisors Ltd.
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