HDFC Bank Limited (HDFBAN)

CMP: X 804 Target: X 1070 (33%) Target Period: 12 months

March 19, 2026
Board reassures governance following part-time chairman
exit....

About the stock: HDFC Bank is a leading private sector bank with consistent
growth and operational performance over various cycles. Post merger, the bank
has become the second largest in terms of size with diversified portfolio.

e Largest private sector bank with loan book of ~X 28.5 lakh crore
Key Recent Development:

e HDFC Bank’s part-time chairman and independent director Mr. Atanu
Chakraborty has resigned with immediate effect, stating that certain
happenings and practices observed over the last two years were not in
alignment with his personal values and ethics. He clarified that there are
no other material reasons for his resignation and did not attribute the
decision to any wrongdoing by the bank.

e RBI has approved the appointment of Mr. Keki Mistry as interim part-time
chairman for a period of three months, ensuring continuity in board
oversight until a permanent appointment is made.

e Board members stated that no specific concerns were communicated by
the outgoing chairman, and even during the board meeting no concrete
governance lapse or operational issue was highlighted, with the
development possibly arising from personal or relationship differences.

Investment Rationale:

e Growth momentum to improve with caliberated LDR glide path:
Management target of achieving system aligned growth in FY26 and
outpace the industry from FY27E remains intact. This growth engine is
expected to be broad-based, led by retail (51% of advances) and MSME
(21%), with recovery in wholesale lending as liquidity conditions ease. On
the liabilities side, strategy to focus on granular, relationship-led deposit
mobilisation, supported by branch vintage maturation and cross-sell of
products remains underway. This strategy is seen to enables bank to
achieve its objective of bringing loan—-deposit ratio toward ~90% over the
medium term, while sustaining profitable growth.

e Stable asset quality; with margin recovery levers visible: Key levers
including TD repricing, normalization of borrowings and CASA and
granular deposit mobilisation is expected to improve through better
customer engagement and higher product penetration across cards,
mortgages and auto loans. Further, asset quality is expected to remain
benign, with steady slippages and stable recoveries, is expected to aid RoA
at 1.8-1.9%.

Rating and Target Price

e  While strategy to accelerate growth along with focus on liabilities remains
underway, stock is likely to trade weak in near term following the sudden
resignation of part time chairman, with impact further amplified by a
subdued macro environment amid geopolitical tensions. Factoring near
term uncertainty, we lower our multiple to 2.1x FY28E ABV and add X124
for subsidiaries, thereby reducing our target price at X1,070(earlier
X1,150). Given recent price correction, we maintain our BUY rating.

Key Financial Summary

% crore Fy24 Fras  2YerCAGR ek FY27E FY28E
(FY23-FY25)

NII 1085319 122670.1 189% 1284922 1462795 1712784

PPP 943869 1001275 193% 1173346 1287692 1487805

PAT 608117 67347.4 236% 736318 854339  99088.7

ABV () 2675 302.1 3386 381.9 4322

P/E 20.1 183 16.8 145 125

P/ABV 30 27 24 21

RoA 2.0 18 1.8 1.9 .

RoE 139 135 132 137 141

Particulars

Particulars Amount
Market Capitalisation X 12,46,751 crore
52 week H/L 1020/776
Networth X 5,60,489 crore
Face value 1
DIl holding 37
FIl Holding

Shareholding pattern

(in %) Mar-25 Jun-25 Sep-25 Dec-25

Promoter 0 0 0 0
Fll 483 488 484 477
DIl 357 358 361 37
Others 16 154 155 151
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(i) Liabilities accretion at competitive
rate

(i) Leadership  transition could
remain an overhang
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3 year CAGR
(FY25-28E)
11.8%
14.1%
13.7%
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Concall highlights

e The board clarified that the resignation of part-time Chairman Atanu
Chakraborty was accepted, and the bank is not aware of any material
governance, regulatory, or operational issues.

e Board members stated that no specific concerns were communicated by
the outgoing chairman, and even during the board meeting no concrete
governance lapse or operational issue was highlighted, with the
development possibly arising from personal or relationship differences.

e RBI approved the appointment of Keki Mistry as interim part-time
chairman for 3 months, with obtaining approval from regulator after the
resignation to ensure continuity in governance.

e Governance architecture is grounded in transparency, institutional
integrity, robust internal controls, and experienced management; affirmed
commitment to safeguarding institutional resilience and investor
confidence and stated disclosure was complete and transparent as per
regulatory requirement.

e Management reiterated that there is complete unity within the board and
senior management, and denied any reports of internal friction at the
board, executive, or employee level.

e CEO reappointment which is ~7 months away will be taken up by the
Nomination & Remuneration Committee in due course, with no change in
timelines, while chairman succession and appointment of a new
independent director will be decided by the board in consultation with
regulator.

e The resignation is expected to have no impact on business operations or
growth plans, and the bank remains confident of delivering stronger
performance as merger synergies play out over the coming quarters.

e Complaints, whistleblower matters, and social-media allegations are
reviewed through formal audit, ethics, and nomination committee
processes, with action taken wherever required.

e Merger integration is progressing; technology is expected to be a
differentiator over 1-2 years and bank is well positioned in a resilient
economy.

e Organisational changes may be reviewed over time, but no specific
restructuring decisions have been taken at this stage.
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Financial Summary

(Year-end March) FY25 FY26E FY27E FY28E
Interest Earned 300517.0 3160653 3497113 3914198
Interest Expended 177847.0  187573.2 2034318 2201414
NII 122670.1 1284922 1462795 1712784
Growth (%) 130 47 138 171
Other income 45632.3 62318.7 614374 66798.6
Total Income 1683024 1908109 2077169  238077.0
Employee cost 23900.5 27669.4 29705.5 33571.1
Other operating Exp. 442744 45806.9 492423 557253
PPP 1001275 1173346  128769.2 1487805
Provisions 116494 24716.0 16356.2 18400.7
PBT 88478.1 926186 1124130 13037938
Taxes 21130.7 18986.8 26979.1 312912
Net Profit 673474 73631.8 85433.9 99088.7
Growth (%) 10.7 93 16.0 16.0
EPS 440 479 55.5 64.4
Source: Company, ICICI Direct Research
(Year-end March) FY25 FY26E FY27E FY28E
Sources of Funds
Capital 1,530.4 15385 15385 15385
Reserves and Surplus 496,089.0 5549944 6233415 7026124
Networth 4976194 5565329 624,880.0 704,150.9
Deposits 2,7147149 3,026907.1 3,456,727.9 3,940,669.8
Borrowings 5479309 5588895 5868340 616,175.7
Other Liabilities & Prov. ~ 149,933.7  160,881.4 1555584  144.365.1
Total 3910,1989 43032109 4,824,0003 5,405,361.5
Applications of Funds
Fixed Assets 13,655.4 15,0209 16,523.0 18,175.3
Investments 836,359.7  902,272.0  995827.3 '1,095,836.4
Advances 2,619,608.6 29077656 3,271,236.3 3,680,140.8
Other Assets 201,0046 217,0849 2431351 2723113
Cash with RBI & call

2395707  261,067.5 2972786 338897.6
money
Total 3910,1989 4,303,2109 4,824,0003 5,405,361.5

Source: Company, ICICI Direct Research
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Exhibit 2: Key ratios

(Year-end March) FY25 FY26E FY27E FY28E
Valuation
No. of Equity Shares 15304 15385 15385 15385
EPS R) 440 479 555 64.4
BV R) 325.1 3617 406.2 457.7
ABV R) 302.1 3386 3819 4322
PE 183 16.8 145 125
P/BV 25 22 2.0 18
P/ABV 2.7 24 2.1 19
Yields & Margins (%)
Net Interest Margins 37 35 36 38
GNPA 13 12 11 11
RoE 135 132 137 14.1
RoA 18 18 19 19
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Vishal Narnolia, MBA, Parth Parmeshwar Chintkindi, CA, Research Analysts, 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. 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.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. 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. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance,
asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

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 the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part
or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in
this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes
in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of
the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand
the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time
of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in
the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or
actual/beneficial ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned
in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report
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