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Mr. Bagchi takes the helm - a new chapter begins

HDFC Bank (HDFCB) has received the RBI's nod to appoint Mr. Anup Bagchi as MD & CEO (link). Mr. Bagchi has helmed ICICI Pru
Life as MD & CEO and was Executive Director of ICICI Bank. The appointment of a credible banker (with longevity) could ease the
protracted overhang on the stock and allow an opportune strategic reset. While the franchise remains strong, the successor must
steady the ship by rebuilding stakeholder confidence and revisiting priorities. The agenda likely includes bridging
execution/communication gaps while galvanising an ~0.2mn-strong workforce. After enjoying leadership on growth, CoF and RoE,
HDFCB now stands at the private banks’ average. Mr. Bagchi’s vision and progress towards managing the growth—profitability
conundrum, regaining its tech/CoF competitiveness and reviving retail/CASA growth while sustaining AQ would be keenly
watched (to assign premium / discount vs peers as well). The macro backdrop, with hardening rates, seems supportive. BUY.

A new chapter begins for HDFCB

The wait for the new MD & CEO at HDFCB has come to an end with Mr. Bagchi
now being appointed at the helm. Apart from the merger-induced balance sheet
issues and the resultant dip in competitiveness/profitability, the bank has
navigated several developments pertaining to the board’s vision (link), miss-selling
AT-1 bonds (link), banking practices (link), and lastly the sudden exit of MD & CEO
(link). HDFCB also seems to have missed the opportune FCNR (B) window with
media reports (link) suggesting mobilisation lower than its deposits market share.
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Task cut out on financial as well as non-financial fronts

We believe the task is cut out for Mr. Bagchi. HDFCB has to come clean on issues
pertaining to internal governance and external conduct. The bank has to
strengthen technology resilience, minimise outages, put effective miss-selling
guardrails, and strengthen governance visibility. The bank has an enviable track
record/franchise and the new MD & CEO needs to retain talent, deepen capabilities
in select areas while also fixing responsibilities to take the franchise to new
heights. It is imperative to restore investor confidence with clear communication
on growth and profitability with clear timelines and priorities. Having invested
meaningfully in branches, the bank may now focus on extracting efficiencies. The
successor’s expertise in the para-banking businesses could be a boon to deepen
group synergies, especially on the deposits side. In our view, HDFCB needs to
regain its CoF edge, revive retail leadership and sharpen focus on select segments
(self-employed, mid-corporate, gold loans, affordable, group synergies etc.) while
sustaining superior asset quality and management cohesiveness.

Financial Summary

Y/E March FY25A FY26A FY27E FY28E
NIl (INR bn) 1,226.7 1,286.9 1,442.0 1,696.8
Op. profit (INR bn) 1,001.3 1,185.6 1,230.3 1,462.0
Net Profit (INR bn) 6735 746.7 839.0 980.0
EPS (INR) 442 48.6 54.5 63.7
EPS % change YoY (4.3) 10.1 12.1 16.8
ABV (INR) 322.1 360.2 402.1 451.2
P/BV (x) 2.2 2.0 18 16
P/ABV (x) 19 1.7 15 13
Return on Assets (%) 1.8 1.8 1.8 1.9
Return on Equity (%) 14.1 13.8 139 145

Market Data

Market Cap (INR)
Market Cap (USD)
Bloomberg Code
Reuters Code

52-week Range (INR)

Free Float (%)

ADTV-3M (mn) (USD)

Price Performance (%)

11,120bn
1,15,543mn
HDFCB IN
HDBK.BO
1,021 /682
99.0

253.7

3m 6m 12m

Absolute
Relative to Sensex

ESG Score 2025

(9.4) (2.8) (25.3)
(29) (1.2) (14.1)

2026 Change

ESG score
Environment
Social
Governance

74.4 (5.7)
73.8 (2.2)
66.4 (7.9)
80.7 (5.6)

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research
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Maintain BUY; TP unchanged
We maintain BUY on HDFCB with an unchanged target price of INR 920, valuing the
stock at ~1.8x FY28E ABV. HDFCB has been a strong franchise and we are less
worried about any kitchen-sinking or asset quality/capital call. However, this is the first
time an external person would be leading the bank and, thus, stability, execution and
clear communication become critical.

While the bank may have under-utilised the FCNR (B) opportunity, the potential rate-
hike cycle induced profitability tailwinds could be an opportune window to fix its
balance sheet and improve long-term growth capabilities. Key risks are friction in
management transition, and consistent churn in senior management.
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Story in charts

After enjoying superior loan growth, HDFCB, post-merger, has trailed

private banks

Loan growth (%) —&— HDFCB —&— Private Banks
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HDFCB enjoyed superior RoA but the edge now seems blunt

RoA (%) —o— HDFCB —&— Private Banks
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Similarly, RoE differential has turned negligible
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HDFCB has become the least competitive on CoF vs. being most

competitive a decade ago

Cost of Funds (Calculated; %)
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CoF for HDFCB is meaningfully higher than peers; it is showing no

concrete signs of convergence...

Cost of Funds (Calculated; %)
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CASA has fallen from its highest to meaningfully lower than peers
CASA as a % of interest bearing liabilities
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CASA share is lower vs. peers; it is showing no signs of convergence

CASA as a % of interest bearing liabilities
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Yields have moderated faster than others on relative basis

Yield on advances (Calculated; %)
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Yields have declined from the highest to amongst lowest

Yield on advances (Calculated; %)
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HDFCB has managed to lower borrowings’

share over the last 3 years
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Over FY22-26, HDFCB gained CASA m/s

(~90bps), though lower than branch m/s (up ~260bps)
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Bank-wise deposit market share (%) - HDFCB has gained deposits m/s

Deposit market Delta - FY26

share (%) FY21 FY22 FY23 FY24 FY25 FY26 vs. FY22 (bps)
PSBs

BOB 6.4 6.4 6.7 6.5 6.4 6.3 (7)
BOI 4.1 3.8 3.7 3.6 Si5) S5 (28)
CBK 6.7 6.6 6.5 6.4 6.2 6.0 (62)
INBK 3.6 3.6 3.4 3.4 3.2 3.2 (45)
PNB 7.3 7.0 7.1 6.7 6.8 6.5 (44)
SBIN 24.4 24.6 245 24.0 233 22.8 (183)
UNBK 6.1 6.3 6.2 6.0 5.5 5.0 (129)
Private banks

AXSB 4.6 5.0 5.2 5.2 5.1 15,11 10
Bandhan 0.5 0.6 0.6 0.7 0.7 0.6 5
CuB 0.3 0.3 0.3 0.3 0.3 0.3 1
DCB 0.2 0.2 0.2 0.2 0.3 0.3 7
FB 1.1 1.1 1.2 1.2 1.2 1.2 )
HDFCB 8.8 5] 10.4 11.6 11.7 11.8 237
IDFCFB 0.6 0.6 0.8 1.0 1.1 1.1 48
11=] 1.7 1.8 19 1) 1.8 L5 (26)
KMB 19 19 2.0 2.2 2.2 2.2 29
YES 1.1 12 1.2 1.3 1.2 1.2 2

Source: I-Sec research, Company data
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Bank-wise CASA market share (%) - HDFCB has gained CASA m/s

CASA market Delta - FY26 vs.
share (%) FY21 FY22 FY23 FY24 FY25 FY26 FY22 (bps)
PSBs

BOB 6.2 6.1 6.2 6.2 6.2 6.2 8
BOI 3.8 3.7 3.6 3.6 3.5 3.4 (24)
CBK 5.6 5.5 5.2 5.2 5.2 4.9 (62)
INBK 3.8 3.7 3.7 3.7 35 3.6 (13)
PNB 8.3 8.0 7.6 7.3 7.2 7.0 (103)
SBIN 27.8 26.6 26.3 25.8 259 25.8 (75)
UNBK 5.7 5.6 5.6 5.4 5.3 5.3 (39)
Private banks

AXSB 5.4 5.5 6.3 6.1 6.0 6.0 50
Bandhan 0.6 0.6 0.6 0.7 0.6 0.6 (4)
CcuB 0.2 0.2 0.2 0.2 0.2 0.2 1
DCB 0.1 0.1 0.2 0.2 0.2 0.2 5
FB 1.0 1.0 1.0 1.0 1.1 1.2 18
HDFCB 10.4 11.2 11.8 12.1 11.8 12.1 86
IDFCFB 0.8 0.8 1.0 1.3 15 1.7 91
113 1.8 1.9 1.9 1.9 1.7 14 (45)
KMB 2.9 2.8 2.7 2.7 2.7 2.8 (0)
YES 0.7 0.9 0.9 1.1 1.2 1.3 36

Source: I-Sec research, Company data

SoTP-based valuation
Total value of HDFCB Stake Value for HDFCB  Value for HDFCB

e business (INR bn) (%) (INR bn) e cen) |

HDFC Life 1,337 51 676 44  Based on I-Sec coverage
HDFC Mutual Fund 1,288 52 674 44  Based on |I-Sec coverage
HDB Financial Services 750 74 556 36 Based on I-Sec coverage
HDFC Securities Limited 20 94 85 6 12x FY28E PAT

Others NA 362 24 Miscellaneous

Total subs/assoc./JV 2,353 153

Holding company discount (%) 20

Subs/assoc./]V value per share 122

Core banking book 442 798 ~1.8x FY28E ABV
Target Price (INR) 920

Source: Company data, I-Sec research

Stock trades inexpensive
P/ABV
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Shareholding pattern

% Dec‘25 Mar‘26 Jun‘26
Promoters 0.0 0.0 0.0
Institutional investors 84.9 84.4 83.7
MFs and others 26.7 29.5 30.6
Fls/Banks 2.7 0.6 0.7
Insurance 7.2 10.2 10.6
Flls 48.3 44.1 41.8
Others 15.1 15.6 16.3

Price chart

Source: Bloomberg, I-Sec research

Source: Bloomberg, I-Sec research
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Interest income 30,05,171 30,75,221 33,27,117 38,06,645
Interest expense 17,78,470 17,88,360 18,85,135 21,09,808
Net interest income 12,26,701 12,86,860 14,41,982 16,96,837
Non-interest income 456,323 6,25326 564,396 6,31,899
Operating income 16,83,024 19,12,186 20,06,378 23,28,736
Operating expense 6,81,749 7,26,603 7,76,040 8,66,718
Staff expense 2,39,005 2,60501 2,75585 3,03,923
Operating profit 10,01,275 11,85,583 12,30,338 14,62,019
Core operating profit 9,83,732 10,46,216 11,97,338 14,27,019
Provisions & 116494 233896 126436 172545

Contingencies
Pre-tax profit 8,84,781 9,51,687 11,03,901 12,89,474
Tax (current + deferred) 2,11,307 2,04974 2,64936 3,09,474
Net Profit 6,73,474 7,46,713 8,38,965 9,80,000
Adjusted net profit 6,73,474 7,46,713 8,38,965 9,80,000

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY25A FY26A FY27E FY28E

Cashand balance with 5 95767 2984664 3010657 34,12.506

RBI/Banks

Investments 83,63,697 88,42,015 94,25,228 1,06,96,373
Advances 2,61,96,086 2,93,71,662 3,31,82,952 3,76,96,480
Fixed assets 1,36,554 1,47,246 1,49,440 1,64,384
Other assets 20,10,046 23,03,276 25,87,981 28,71,938

Total assets 3,91,01,988 4,36,48,864 4,83,56,256 5,48,41,680

Deposits 2,71,47,148 3,10,52,504 3,58,05,384 4,16,53,752
Borrowings 5479309 4893947 43,336,705 38,46,333
Other liabilities and 1461285 20,73,403 19,339,157 23,11,984
provisions

Share capital 15304 15393 15393 15393
Reserve & surplus 4998942 56,13,616 62,59,619 70,14,219

Total equity & liabilities 3,91,01,988 4,36,48,864 4,83,56,256 5,48,41,680
% Growth 8.1 116 10.8 13.4

Source Company data, I-Sec research

Key ratios
(Year ending March)

FY25A FY26A FY27E FY28E
No. of shares and per
share data
No. of shares (mn) 15,304 15,393 15,393 15,393
Adjusted EPS 44.2 48.6 54.5 63.7
Book Value per share 328 366 408 457
Adjusted BVPS 322 360 402 451
Valuation ratio
PER (x) 16.3 14.8 13.2 11.3
Price/ Book (x) 2.2 2.0 1.8 1.6
Price/ Adjusted book (x) 1.9 1.7 1.5 1.3
Dividend Yield (%) 15 2.2 1.7 2.0
Profitability ratios (%)
Yield on advances 9.3 8.6 8.4 8.5
Yields on Assets 8.0 7.4 7.2 7.4
Cost of deposits 4.9 4.8 4.5 4.6
Cost of funds 4.7 4.3 4.1 4.1
NIMs 35 33 33 35
Cost/Income 40.5 38.0 38.7 37.2
Dupont Analysis (as % of
Avg Assets)
Interest Income 8.0 7.4 7.2 7.4
Interest expended 4.7 4.3 4.1 4.1
Net Interest Income 33 3.1 3.1 3.3
Non-interest income 1.2 15 1.2 1.2
Trading gains 0.0 0.3 0.1 0.1
Fee income 11 1.1 1.1 1.1
Total Income 45 4.6 4.4 4.5
Total Cost 1.8 1.8 1.7 1.7
Staff costs 0.6 0.6 0.6 0.6
Non-staff costs 1.2 1.1 1.1 1.1
Operating Profit 2.7 2.9 2.7 2.8
Core Operating Profit 2.6 25 2.6 2.8
Non-tax Provisions 0.3 0.6 0.3 0.3
PBT 24 2.3 24 25
Tax Provisions 0.6 0.5 0.6 0.6
Return on Assets (%) 1.8 1.8 1.8 1.9
Leverage (x) 8.0 7.8 7.7 7.8
Return on Equity (%) 14.1 13.8 13.9 14.5
Asset quality ratios (%)
Gross NPA 13 1.2 1.1 1.2
Net NPA 0.4 0.4 0.3 0.3
PCR 67.9 67.2 70.0 75.0
Gross Slippages 13 1.2 1.1 1.1
LLP / Avg loans 0.5 0.4 0.5 0.6
Total provisions / Avg loans 0.5 0.8 0.4 0.5
Net NPA / Networth 2.3 2.0 1.8 1.6
Capitalisation ratios (%)
Core Equity Tier 1 17.2 17.3 17.3 17.0
Tier 1 cap. adequacy 17.7 17.7 17.7 17.4
Total cap. adequacy 19.6 19.7 19.8 194

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

1/We, Jai Prakash Mundhra, MBA; Amansingh Sahajsinghani, CA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc.
It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
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the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
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