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LEADING
RESPONSIBL

HDFC Bank has solidified its position as a trusted
financial institution in India. As a responsible
leader, the Bank is committed to contributing to
Nation Building. By mobilising financial resources
and expertise, it actively participates in initiatives
that fulfil individual aspirations, drive economic
growth and social progress.




Delivering quality customer
experiences

With an unwavering commitment

to customer satisfaction, we have
created a reputation for providing
seamless banking experiences,
personalised solutions, and
innovative digital services. We
prioritise customer needs and strive
to ensure that each interaction leaves
a positive and lasting impression,
strengthening our bond with
customers.

Supporting businesses

Recognising that businesses are
the backbone of the economy, we
actively support their growth and
development. Through tailored
solutions, expert advice, and
extensive industry knowledge, we
help businesses flourish.

Taking banking to the
unbanked

Beyond serving the existing customer
base, the Bank is dedicated to take
banking to the unbanked population
and bring financial inclusion to the
less privileged sections of society.
Through various initiatives and
partnerships, we extend our services
to remote areas and economically
disadvantaged communities.

By providing access to banking
facilities, loans, and financial

literacy programmes, we empower
individuals and communities, helping
them overcome financial barriers and
build a more secure future.

Enabling Smart Banking

We are at the forefront of enabling
smart banking. Embracing digital
innovation, the Bank offers a
comprehensive suite of online and
mobile banking services, which
make banking convenient, secure,
and accessible anytime, anywhere.
From mobile payments to seamless
fund transfers and personalised
financial management tools, we, at
HDFC Bank, ensure that customers
have cutting-edge solutions at their
fingertips.

Empowering communities

As a responsible corporate

citizen, the Bank goes beyond

its role in the financial sector and
actively contributes to community
development. Through Corporate
Social Responsibility (CSR) initiatives,
we focus on education, healthcare,
environmental sustainability, and skill
development. By collaborating with
NGOs, Government bodies, and local
communities, HDFC Bank works

towards creating a positive impact on
society, nurturing future leaders, and
fostering sustainable development.

Upholding highest standards

While we create an unmatched
experience for our customers and
contribute to social upliftment,

we conduct business in a manner
that ensures ethical practices,
transparency, and accountability. It
involves considering the interests
of all stakeholders, including
customers, employees, shareholders,
the Government and the wider
community.

Contributing to Nation
building

HDFC Bank's responsible leadership
is characterised by its unwavering
dedication to delivering superior
customer service, expanding
financial access to the unbanked,
supporting businesses for growth,
enabling smart banking, empowering
communities, and contributing to the
Nation's development.

With a vision for a bigger and brighter future, HDFC Bank will continue to Lead Responsibly,

drive positive change and create value for all stakeholders.
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Our Performance

Balance Sheet Size
(Z Cr)

24,66,081

+19.2%

Earnings Per Share

)

79.3

+18.6%

Advances
(F Cr)

16,00,586

+16.9%

Dividend Per Share
®)

19.0*

*Proposed

2

Profit After Tax
(Cr)

44,109

+19.3%

Deposits
(RCr)

18,83,395

+20.8%

Return On Equity
(%)

17.4

+50 bps

Return on Assets
(Average) (%)

2.07

What’s Inside

@ Chairman's Message

We stand at the cusp of a New Era

@ Message from the
MD & CEO

The merger perhaps could not have
been better timed

@) Business Segments

Catering to the diverse needs of our
customers through a wide range of
products and services

@ Our Value
Creation Model

Driven by our purpose, we are
committed to create value for our
stakeholders




@ Financial

Performance

Continued to deliver profitable
growth, further consolidating
its leading position in the Indian
banking space

@ Stakeholder
Engagement

We engage in open and constructive
dialogues with our stakeholders

to understand their needs and
expectations

69
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@ Environment

We are deeply committed to
environmental responsibility and
understand the need to minimise our
environmental footprint

Overview

Leading Responsibly 1
About the Report 4
Highlights 6
Introduction to HDFC Bank
Our Presence 8
Our Journey 10

Our Performance

Chairman's Message 12
Message from the MD & CEO 14
Financial Performance 20
Business Segments 22

Commercial and
Rural Banking 24
Tailored Digital Banking for All 26

How We Create Value

Our Value Creation Model 28
Stakeholder Engagement 30
Materiality 34

Our Strategy
Strategy in Action
External Environment
Risk Management

Business Continuity
Management, Information &
Cyber Security Practices and
Data Privacy Measures

Responsible Business
ESG Strategy encompassing
Sustainable Finance
Environment

Customer Centricity

Future Ready Digital Bank
Social - People

Social - Community

Nation Building

Governance

Board of Directors

Senior Management Team
10 year Financial Highlights
Awards

Assurance Statement

GRI Index

Statutory Reports and Financial Statements

Directors’ Report 168
Independent Auditor’s Report

for Standalone Financials 218
Balance Sheet 226
Profit and Loss Account 227
Cash Flow Statement 228
Schedules to the

Financial Statements 229
Independent Auditor’s Report

for Consolidated Financials 306

Consolidated Balance Sheet 318
Consolidated Profit and

Loss Account 319
Consolidated

Cash Flow Statement 320
Schedules to the

Consolidated Statements 321

Basel Ill - Pillar 3 Disclosures
Statement Pursuant
to section 129

Certificate on
Corporate Governance

Corporate Governance

Business Responsibility
and Sustainability Report
Shareholder information

Online version of the report
can be accessed here

38
52
56

64

68
74
90
96

104

118

138

144

150

152

154

156

157

162

372

373

374
377

407
445


https://www.hdfcbank.com/personal/about-us/investor-relations/annual-reports

[y |
Ld

About the Report

This Integrated Annual Report for

2022-23 sets forth the progress made by
HDFC Bank (‘the Bank’) in delivering on

its purpose. It describes how the Bank,

as a responsible leader, creates value

for all its stakeholders from customers,
shareholders, investors and regulators to
employees and society. The report extends
beyond financial reporting and offers insight
into the Bank’s non-financial performance,
risks, opportunities, and strategic priorities.
It also includes information on the Bank’s
sustainability performance.

Reporting principles and
framework

The financial information presented in this
report is in line with the requirements of

e The Companies Act, 2013 (including the
rules made thereunder)

e The Companies (Accounting Standards)
Rules, 2006

e The Securities and Exchange Board of
India (Listing Obligations and Disclosure
Requirements) Regulations, 2015

e The Banking Regulation Act, 1949 and
other relevant RBI regulations

The report has been prepared in
accordance with the framework prescribed
by the International Integrated Reporting
Council (IRC) and also contains disclosures
as per the Global Reporting Initiative (GRI)
Standards (2021), Task Force on Climate
related Financial Disclosures (TCFD),
Business Responsibility and Sustainability
Report (BRSR) and United Nations
Sustainable Development Goals (UN
SDGs).

There are no restatements of information
provided in the integrated report during the
reporting year.

Our Integrated Reporting Proces

Our purpose
our purpose

Vision Risks
0 N
We exist to help every o
Indian make better Idﬁgtg%gg
money choices, today [,
and tomorrow
N/ 2
Values Opportunities

Integrated thinking and delivery on

Materiality and scope

This report includes information which is
material to all stakeholders of the Bank
and provides an overview of its business
and related activities. The report discloses
matters that substantially impact or affect
the Bank’s ability to create value and could
influence decisions of providers of financial
capital.

In FY23, we undertook a materiality
assessment in line with the requirements of
updated GRI Standards 2021. Accordingly,
we have evaluated the topics most critical
to our business and stakeholders. The GRI
Content Index, which specifies the GRI
topics and disclosures made under them,
has been provided in this report.

Read more on pg 34
Reporting boundary

The non-financial information in this

report covers the activities and progress
of the Bank on a standalone basis.For
environmental KPIs, our boundary includes
our operations in India covering our
Corporate offices (301), Currency Chests
(83), Training Centres & guest houses (26),
Data Centres (5), Branches (7,813, which
excludes 4 overseas branches and DBUs)
and ATMs (17,765 -Excluding CDMs) as of
March 31, 2023.For social and governance
related KPIs, our reporting boundary
includes all our operations in India and
abroad. It covers information pertaining to
the period from April 1, 2022 to March 31,
2023. The last reports were published for
the period April 1, 2021 - March 31, 2022.
The Integrated Report for FY22 can be
accessed here.

Assurance statement

Select indicators in the Integrated report
and BRSR have been externally assured by
an independent firm, based on International
Standard on Assurance Engagements
3000 (Revised) 'Assurance Engagements
other than Audits or Reviews of Historical
Financial Information' and International
Standard on Assurance Engagements 3410,
'‘Assurance Engagements on Greenhouse
Gas Statements'.

Responsibility statement

The content of this report has been reviewed
by the senior management of the Bank and
is reviewed and approved by the Board of
Directors to ensure accuracy, completeness
and relevance of the information presented
in line with the principles and requirements
of the International Integrated Reporting
Framework.

Governance over integrated
reporting process

The Integrated Annual Report is an outcome
of an organisation-wide reporting process.
The report’s preparation involves interviews
with cross-functional heads and the
leadership of the Bank. It entails sourcing
information from various departments

and functions of the Bank and developing
the report as per the IR framework. This
effort is led by the CFO, CXO and Senior
Management of the Bank. It entails several
drafts and edits based on reviews to ensure
Bank’s performance is accurately captured.
The CFO and the Senior Management
oversee the approval process which is then
presented to the Board of Directors for
review, and it is also assured by independent
assurance providers.

Our integrated reporting process
Short, medium Integrated Senior
- and long-term Board Reporting (IR) Assurance Management
outlook committees framework model sign-off
d N2 N P
“ratege Delverngon Peport |t | report
priorities 9y P report approval
% ™ ™ v
Financial and Leadership Reporting Board and Senior Board
non-financial Team and Senior standards Management approval
targets Management review
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Overview

Our Capitals

&

Financial Capital

We maintain a strong discipline in
managing our financial capital which
enables us to generate consistent
shareholder returns. Our financial
resources include customer deposits,
shareholder equity, retained earnings
and external borrowings amongst
others.

Read more on pg 20

Human Capital

Our people are at the core of our
business. We continuously strive to
create an environment that brings out
the best in our people to passionately
serve our clients, deliver operational
excellence and contribute to achieving
sustainable growth.

Read more on pg 104

Introduction to Our How We Our Responsible Statutory Reports and
HDFC Bank Performance Create Value Strategy Business Financial Statements
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Intellectual Capital Manufactured Capital

We continue to take strides in
leveraging technology to deliver
seamless customer experiences,
increase operational efficiencies and
create a competitive edge for the
Bank. Further our deep knowledge and
expertise, robust systems, processes
and procedures and the brand

equity built in the HDFC Bank brand
constitutes our intellectual capital.

Our manufactured capital constitutes
our pan-India distribution network of
banking outlets, corporate offices,
ATMS and other touchpoints facilitating
engagement with our various
stakeholders. It also covers our IT
infrastructure and security as well as
infrastructure development through
CSR projects.

Read more on pg 8
Read more on pg 96

[ () ] g

Social & Relationship Capital — Natural Capital

The natural resources we consume
to conduct our business and deliver
our products and services constitute
our natural capital. This includes
energy and water consumed, waste
generated and the impact of our
business activities on the climate and
the environment.

Building and maintaining trust-based
relationships with our stakeholders

is key to our continued success. We
recognise our role as a domestic
systemically important bank in nation
building and persevere to contribute
responsibly to the economy. Our
holistic approach to nurture and
maintain long standing relationships
with our customers, trade partners,
merchants and the community
constitutes our social and relationship
capital.

Read more on pg 74

Read more on pg 118

Our stakeholders

A

Customers

22
Employees

Government/Regulatory Community
Bodies

54
(2 &
Investors Suppliers

HDFC Bank Limited Integrated Annual Report 2022-23
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Highlights

Creating value for our stakeholders

As a responsible leader, we are committed to creating long-term value for our stakeholders.
Our business is driven by this unwavering pursuit, and we strive to provide comprehensive
solutions that cater to the evolving needs and expectations of all our stakeholders. We
believe in providing our employees with a fair and inclusive working environment, making a
positive impact on our local communities, and complying with regulations in letter and spirit.
Our strong financial performance serves as a foundation for our environmental and social

responsibilities. It contributes to value creation for all stakeholders.

Customers
[

A ]

The customer is at the heart

of our business model. Our
diverse customer base includes
individuals, large and mid-
sized corporations, financial
institutions, Governments,
PSUs, MSMEs, farmers,
wholesalers, and traders. We
prioritise providing exceptional
and differential customer
experiences across touchpoints
and strive to meet their ever-
evolving financial needs.

&
7,8217

Branches**

m
8.28 Cr+

Customers **

P9

/

¥16,00,586 Cr

Total Advances**

+16.9%*

Employees

20

Our people are the driving
force behind our success.

We foster an inclusive, merit-
based work environment that
inspires and encourages our
employees to fully engage with
their work. We aspire to be the
preferred choice for talented
professionals; and are proud to
be certified as a 'Great Place
to Work' for March 2023 to
March 2024.

»

e
Al

1,73,222

Total Employees**

31.2 Lakh+

Learning Hours in FY23

Pg

o

¥1,452.31 Lakh

Learning & Development
Expenditure
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mpowering less privilege
con?munitiegs isa II(Dey pri%rity 9-93 Cr 27 States
for us. Through HDFC Bank CSR beneficiaries** in which CSR
Parivartan, we seek to drive projects have been
sustainable and holistic @ implemented

development that can
truly make a difference in
people's lives.

3

285 3 o

Our goal is to deliver sustainable

returns to our shareholders. ?44 ,1 09 CI’ 1 9.30/0

We are committed to providing Net Profit . .
transparent and comprehensive Pg Capital Adequacy Ratio
disclosures that enable them to @

make informed decisions.

@
17.4% AA*

Return on Equity MSCI ESG Rating

Government/Regulatory Bodies

P
] E]
We collaborate extensively ~
with the Government towards

financial inclusion. We also 1 5 y 92 1

facilitate the delivery of social Total No. of Business
programmes to the intended Correspondents (BCs)
beneficiaries. Following the

merger of HDFC Limited

with HDFC Bank, we plan to

contribute to the growth of

affordable housing, as over half

of our branches are in semi-

urban and rural locations.

*Y-O-Y | **Ason March 31,2023 | A lIncluding 4 overseas branches and 4 DBUs | *As on April 25, 2023
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Our Presence

Our unparalleled reach

HDFC Bank has a comprehensive
distribution network that spans rural, semi-
urban, and urban areas across the country.
Our nationwide presence not only enables
us to serve our customers better but also
supports our active participation in the
Nation's inclusive development agenda.
We leverage the power of our 7,821
branches to enhance customer service and
expand our reach to untapped and under-
served markets. Our overseas branches
and representative offices allow us to serve
Non-Resident Indian (NRI) customers.

Our pan-India presence

Presence

Our extensive network comprises branches, Business
Correspondents (BCs), ATMs, Cash Deposit and
Withdrawal Machines (CDMs), and merchants. Through
our digital platforms and suite of innovative products,

we are able to serve customers beyond the physical
network. Further, as a part of the Government’s initiative
to set up Digital Banking Units (DBUs) across India, we
launched four DBUs to connect remote areas in Haridwar,
Chandigarh, Faridabad and South 24 Parganas, West
Bengal. These units help customers access banking
products and services in an efficient, paperless, secure
and connected environment. The human presence in these
DBUs has built trust in these locations.

[ Metro J—— 2,158 1 1 452 2,612
( Urban J—— 1,566 2 12 934 2,514
( semi-urban |——— 2,674 0 166 2,941 5,781
[ Rural J—— 1,415 1 229 11,186 12,831
—> 7,813 4 408 15,513 23,738
[ Overseas BO]% 4
Total Banking Total Total Business

Outlets* Branches* Correspondents (BCs)

23,742 7,821

*As on March 31, 2023, #Including 4 overseas branches and DBUs

8

15,921
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International presence

» India (IBU
The Bank has a global presence through its representative UAE / GIFT City)
offices and branches across countries such as India (IBU
GIFT City), Bahrain, Hong Kong, UAE, and Kenya. The range
of products for its NRI clients include offshore deposits,
bonds, equity, mutual funds, treasury, and structured
products that are offered by third parties from the Bahrain
Branch. In addition, our products for corporate clients
include trade credits, foreign currency term loans, external
commercial borrowings (ECBs) and derivatives for hedging
purposes. As of March 31, 2023, the Bank's international /
business had a balance sheet size of US$7.68 Billion, and the 5 ——— Manama

advances made up 2.59% of the Bank's advances. l , (Bahrain)
Nairobi (Kenya)

— = Hong Kong

Contribution of overseas branches
to the Bank’s total income in FY23

1.2%

. Driving CSR initiatives under
ATMs + Cash Deposit HDFCgBank Parivartan
& Withdrawal Machines' Network Our presence throughout the nation has allowed us to
develop a thorough understanding of various regions,
including semi-urban and rural areas. We leverage
this to drive our sustainable development agenda and
empower communities across the country, including

( Metro ]% 7,757 the less-privileged sections of society.
( Urban J . 5,123 Lives impacted** Villages covered
under our Holistic
9-93 CI’ Rural Development
( Semi-urban J  — 5,289 Programme (HRDP)

3,399

( Rural J% 1,558

Total ATMs + Cash Deposit
& Withdrawal Machines

19,727 TR o

g
Yt 3, e

[

**Numbers are as of March 31, 2023 since inception

HDFC Bank Limited Integrated Annual Report 2022-23 9
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Our Journey

Major milestones

— 1994

Housing Development Finance
Corporation (HDFC) received an
in-principle approval from the RBI
to set up a private sector bank

Incorporated in August 1994 as
HDFC Bank Limited

— 1995

Banking license received in
January 1995

First corporate office and
branch opened

IPO oversubscribed 55 times
Listed on BSE and NSE

— 1997

Maiden dividend announced

— 1997-98

New logo launched

51999

Launched first international Debit
Card in India in association with
Visa International

Began its digital journey by
launching online real-time
NetBanking

First ever mega merger in Indian
banking industry — Times Bank
merged with HDFC Bank

10

— 2000

A Bank with many firsts
First Bank to launch Mobile Banking
in India

Launched first SMS—-based Mobile
Banking

— 2001

Overseas listing
Listed on New York Stock Exchange
(NYSE)

Became the first private bank
authorised to collect income tax

— 2002

ISO 9001 certification for
depository and custodial services

— 2003-04

First bank in India to offer Credit
Card in 100+ cities

Touched 10 Lakh users

— 2006

Two new cards launched
exclusively for women on
International Women’s Day

— 2008

Launched first overseas
commercial branch in Bahrain

Merged with Centurion Bank
of Punjab in one of the largest
mergers in the Indian banking
industry

Launched 40% faster ATMs - first
of its kind in Asia

2011
Growing market leadership

Expanded customer base to
become market leaders in Auto
Loans, Personal Loans and Credit
Cards

2012

Launched MobileBanking App

in Hindi

Launched premium Credit Cards
for doctors

Launched a nation-wide sports
initiative - Josh Unlimited, for
employees

2013

The Bank’s Sustainable
Livelihood Initiative (SLI) crosses
a milestone, impacting 20 Lakh
households

2014

Sustainability established as a
core value of the Bank

Created a new Guinness World
Record for organising the largest
single-day blood donation drive

Became market leader in issuing
Credit Cards in 2013-14 with 55
Lakh+ Cards

Launched its sonic branding i.e.
Musical Logo (MOGO) to be used
across multiple touch points

Launched PayZapp, India’s first
1-click mobile-pay solution

Launched 10-second personal
loan disbursement in the retail
lending space

Concurrent QIP issue and
Follow-on offering

29,723 Cr

2016

Launched Missed Call mobile
recharge for prepaid mobiles

ATMs turned to LDMs (Loan
Dispensing Machines)

Launched SmartUp
programme for start-ups

- HDFC BANK |
SmartUp

2017

Introduced Al

Launched IRA (Interactive Robotic
Assistant) and became the first bank
in India to introduce a humanoid for
customer service

Introduced EVA chatbot - India’s
first Al-based chatbot to provide
customer service

Launched SmartUp
Zones for start-ups

Launched EasyEMI on
Debit Cards

Launched an all-in-one
DigiPOS machine

Introduction to Our How We Our
Overview HDFC Bank Performance Create Value Strategy
— 2015

e 2018

Next-gen MobileBanking
App launched

Driving rural empowerment

Signed MoU with government to
financially empower 2 Lakh rural
Indian villages through CSCs

52019

Voted no.1 in India by customers in
Forbes World's Best Banks Survey

BSE inks pact with the Bank
to give a boost to the start-up
platform

1 Million+ units of blood collected

via HDFC Bank Parivartan’s Blood
Donation Drive over a period of

12 years, primarily from employees

Opened 5,000t branch
Marked the start of its 25" year

5 2020

Ranked India’s most valuable
brand (for the seventh
consecutive year) by BrandZ
Report

Launch of HDFC Bank Millennia
range of cards

First ever leadership change
(new MD & CEO takes over)

First-of-its-kind product launch:
KGC-Shaurya card for armed forces

Launch of contactless, consent-
based customer on-boarding via
video KYC facility

Deploying mobile ATMs during
the lockdown

Responsible Statutory Reports and
Business Financial Statements
— 2021

Embarked on Project
‘Future Ready’

Pledged to become carbon
neutral by 2031-32

— 2022

HDFC Bank and HDFC Ltd.
announce transformational
merger

Launched SmartHub Vyapar -
A one-stop merchant solution
App for all banking and
business solutions

o} vorc Banx |

x .
Smart(gile.
VYAPAR

— 2023

Launched a revamped PayZapp
2.0 payments app that provides
customers with a seamless,
intuitive user experience with
enhanced security features

EPAYJAPP

HDFC Bank and HDFC Limited
merged with effect from

July 1, 2023 creating one of the
world’s most valued Banks. This
transforms HDFC Bank into a
financial services conglomerate
and completes our product
suite through the addition of
home loans.

HDFC Bank Limited Integrated Annual Report 2022-23 11
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Chairman's Message

We stand at the
cusp of a New Era

Atanu Chakraborty

Part-time Chairman and

Independent Director
HDFC Bank Limited

Dear Stakeholders,

Greetings!

It gives me immense pleasure to
present to you the Integrated Annual
Report of our Bank for the financial
year 2022-23.

The year 2022-23 gone by was a
momentous year in many ways. It
was a year in which the world largely
shook off the effects of the COVID-19
pandemic thus enabling Governments,
businesses and people to rebound

in their activities with renewed zest
and make fresh beginnings and
investments. At the same time, quite
unexpectedly, it was the year when
the world was buffeted by a surging
geopolitical turmoil, burgeoning
energy prices and inflation, and the
inevitable tightening of the monetary

12

policies around the globe. Despite
global headwinds, the Indian economy
continued to demonstrate resilience.
The runway for growth in India,
predominantly driven by the country’s
domestic consumption, remains
immense. Global investors and India
watchers have acknowledged the
country’s macroeconomic and
financial stability.

For us at HDFC Bank, the year started
with a path breaking announcement
of the merger of our promoter, HDFC
Ltd., one of the largest housing finance
companies of India with the Bank.

This merger was meant to, inter-alia,
transform the Bank to a financial
services conglomerate straddling

key financial services and products,
including housing loan, life and general
insurance, and asset management
amongst others.

The merged entity would benefit
from increased scale, comprehensive
product offering, balance sheet
resilience and the ability to drive
synergies, enhance operating
efficiencies and underwriting
efficiencies, thereby leveraging the
complementary strengths of both
the organisations. This would enable
the Bank to serve its customers in

a significantly enhanced way with a
bouquet of financial services.

| am happy to inform you that the

merger has now been completed

within our estimated timelines and
focus now shifts on capturing the
full benefits of the synergies and

future proofing the Bank for the
coming decades.

The Integrated Annual Report being
placed before you would once again
demonstrate that the Bank has
achieved over the past financial year,
robust growth in its businesses with
healthy financial performance and
profitability, and it continues to be one
of the best managed banks in terms of
its risk management, non-performing
assets, regulatory compliance and
governance standards. This reflects
the effectiveness of our governance
culture and the supervision of the
Board. Let me elaborate on

these themes.

Governance at the core

At the Bank we accord tremendous
importance to very high standards of
corporate governance. This philosophy
rests on the essential principles

of independence, accountability,
responsibility, transparency, fair

and timely disclosures which have
built credibility over the years. The
various Committees of the Board met
throughout the year giving them an
opportunity to take stock of various
aspects of critical importance to the
Bank. These Committees enabled

the Board members to perform

their governance and supervisory
duties and have an oversight on the
performance of senior management.
This ensured that your Bank would not
be buffeted by sudden ebbs and flows
of events.



Introduction to

Overview HDFC Bank

Review of the Bank’s
performance and
responsibility to society

During the year under review, the
Bank has delivered strong growth
while asset quality remains one of the
best in the industry. The details of our
performance are captured across the
report before you.

It is important to reiterate that the
Bank recognises its responsibility

to the community and society quite
seriously. This was reflected last

year as we emerged as a leading
contributor in Government schemes,
particularly those which helped the
nation emerge out of the pandemic.
We were the largest participant under
the Emergency Credit Line Guarantee
Scheme (ECLGS) disbursing over
344,000 Crore and supporting about
1.25 Lakh MSMEs. In addition,

the Bank continued to increase its
exposure to the agricultural sector and
weaker sections of society.

The Bank's Corporate Social
Responsibility (CSR) activities and
initiatives on Environmental, Social and
Governance (ESG) parameters remain
important focus areas for the Board.

Future ready: adopting
Information Technology

I am happy to inform you that the
Bank management is focused on
result driven investments in IT and
digital transformation of the Bank and
the Committees of the Board spend
considerable time in the evaluation of

Performance

Our How We Our
Create Value

Strategy

Responsible
Business

Statutory Reports and
Financial Statements

the implementation of the IT strategy
of the Bank. Over the last year we
have focused on strengthening our
core IT infrastructure in terms of high
availability, capacity additions ahead
of time, new Disaster Recovery site
implementation, moving towards hybrid
cloud architecture etc. All this enables
us to ensure that we are able to run
the Bank and provide our customers
the convenience of availability of our
services round the clock.

Harnessing the Power of One

During the last year, we indicated a
timeline of 12 to 18 months for the
merger process to conclude and we
have completed the merger within the
indicated timelines. Executing a merger
of this scale and complexity would

not have been possible without the
immense support and co-operation
received from the Government of India,
Reserve Bank of India, Competition
Commission of India, Securities and
Exchange Board of India, Insurance
Regulatory and Development Authority
of India, National Company Law
Tribunal and all the other agencies.
They have helped us navigate through
the complexities of this merger and

on behalf of the Board of Directors of
HDFC Bank, | extend a deep sense of
gratitude to all of them.

I would also like to thank

Shri Deepak Parekh for the role

he has played in nurturing HDFC
and its group companies with great
passion and commitment over four
and a half decades.

The Bank is now fully poised to

take the benefits of the merger. The
entities have formed an Integration
Committee that has been working on
various streams across businesses,
IT, HR, Risk Management, Operations,
Compliance, etc. to make the merger
seamless and effective. We are also
putting in place the strategy to ensure
that the financial conglomerate that
has emerged has in place adequate
systems and processes to ensure
adherence to the various regulatory
regimes and a governance framework
for meeting group wide compliance
and risk management objectives. The
shareholders and other stakeholders
are now part of a world class financial
conglomerate and we expect that by
this time next year we would be well
positioned to see the benefits of the
Power of One.

In conclusion, | would like to say that
we stand at the cusp of a new era
which will define our future; a future
in which | have full confidence of
demonstrating growth, stability and
serving our burgeoning pan India
customer base even better.

Atanu Chakraborty
Part-time Chairman and

Independent Director
HDFC Bank Limited
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The merger perhaps could
not have been better timed

Dear Stakeholders,

Warm greetings to you all.

The year gone by was one in
which the world moved away
from the new normal to the
normal. The pandemic is largely
over. However, the after effects
of decisions made during those
trying and unusual times have
left behind a lot of issues for the
world to address. This includes
higher inflation and resultant
monetary tightening, and the
regional banking crisis in Europe
and USA.
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For us in India, we can see that our
economy has been resilient and we
as a country have managed these
after effects pretty well, by the speed
and scale of our vaccination and the
deft economic and monetary policy
initiatives by the Government and the
Reserve Bank of India (RBI).

Coming to our Bank, the year started
with a path breaking announcement

of our intent to merge HDFC Ltd. with
the Bank. | am happy to report that the
merger has come into effect from

July 1, 20283. | will share further details
on this significant milestone in our
history, further down.

Macroeconomic Environment

A prominent global publication referred
to the post-pandemic economy like
the Mona Lisa. Each time you look,
you see something different. It was felt
that perhaps the world is simply more
volatile. However, the good news for
us is that India remained one of the
fastest growing large economies in the
world and an engine of global growth.
We did not have to contend with such
uncertainties. The Indian economy
exhibited robust resilience in 2022-23
recording a growth of 7.2 per cent,
which was the highest among major
economies of the world.

This achievement comes in a scenario
where global economic growth is
expected to moderate on account

of monetary tightening in developed
economies, the crisis in the US
regional banking sector and the
continuing war in Ukraine.

India is predicted to grow around 6 per
cent in the current financial year. This
is lower than last year’s growth but is
still much higher than what is projected
for many developed economies. The
recession fears in major economies
and expected slowdown in export
growth means that India cannot
remain entirely insulated from global
pressures. However, the domestic
resilience as reflected in 2022-23 is an
indicator that India is likely to withstand
future headwinds. This brings me to
the India story.

Sashidhar Jagdishan

< Managing Director & Chief Executive Officer

HDFC Bank Limited
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HDFC Bank with its stronger digital platforms,
digital journeys and physical branch network will
have the ability to offer the home loan customer a
complete bouquet of the Bank’s and subsidiaries'

products and services.

The India Story

What is the India story? It is a story of
demographics, education, digitisation,
rising incomes and aspirations and
geopolitical developments coming
together to give the country a once

in a lifetime opportunity. It starts

with demographics. About half our
population is below the age of 35.
India’s working age population (15-64
years) is expected to rise and peak
close to 65 per cent by 2030 and
thereafter stabilise. The proficiency

of Indians in Science, Technology,
Engineering and Mathematics (STEM)
coupled with their felicity with the
English language gives India a clear
differentiator.

Next comes the Government’s rollout
of digital infrastructure - the largest
such in the world. The result is that
India has taken the lead when it
comes to digital transactions. More
than 40 per cent of these transactions
are from India. This also fuels further
aspirations as the Internet is a clear
leveller when it comes to information.
Through mobiles, laptops, PCs, and

social media, Indians have similar
access to information in major cities
and in the heartland. This in turn is
being backed by increasing purchasing
power with a per capita income of
$2,000. So, the demand for consumer
goods and financial services is
expected to increase exponentially.
The other consumption enabler is the
Government’s rationalisation of income
tax slabs which will put more money
in the hands of people in lower income
brackets. On the investment side,

the increase in Government capital
expenditure should crowd in private
sector investment as well. Global
geopolitical developments too favour
India. All these create the necessary
climate for India to get a much larger
share of the foreign investment pie,
emerge as a global production hub
and become an $8 trillion economy

in about a decade, from $3.5 trillion.
Naturally, this also acts as an enabler
for growth in financial services which
is under penetrated and underserved.
India’s housing story will also feed off
this growth and the merger could not
have perhaps come at a better time.

HDFC Bank Limited Integrated Annual Report 2022-23

The Merger

Last year | had explained the rationale
for the merger. To quickly recapitulate,
this was an opportunity that we truly
believed in. Buying a home is a family
decision and an emotional one. This
emotion is transferred to the home
loan service provider and helps build
lifelong bonds with the customer and
his family. Also, only 2 per cent of our
customers source their home loans
through the Bank, while 5 per cent do
it from other institutions. This itself is a
huge opportunity.

It is this bond with the customer

that the Bank would like to build on.
HDFC Bank with its stronger digital
platforms, digital journeys and physical
branch network will have the ability

to offer the home loan customer a
complete bouquet of the Bank’s and
subsidiaries’ products and services.
Savings accounts, personal loans,
insurance cover, SIPs can all be
bundled along with a home loan to
create a compelling value proposition
to the customer, that probably does
not exist in the market at the scale at
which this is envisaged. Going forward
this is clearly going to be a game
changer.

As India grows, home buying across
the country will only accelerate and
emerge as a key driver of India’s GDP
over the next decade, especially
affordable housing. Investments

in infrastructure are vital for India’s
growth. A bigger balance sheet post-
merger will enable HDFC Bank to take
a larger exposure in infrastructure
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projects. This means we can
participate more meaningfully in India’s
growth story and contribute to nation
building. In light of all this, the pace at
which we aim to grow - we could be
creating a new HDFC Bank every

4 years.

The merger would of course not have
been possible without the support and
guidance of the regulatory authorities
including RBI, SEBI, CCl, IRDAI, BSE,
NSE, PFRDA and NCLT. | would like to
take this opportunity to thank all

of them.

Now, to come to our performance.

Our Performance

As a Bank our performance has been
consistent across business cycles. We
have grown our Balance Sheet and
Net Profit while maintaining our

asset quality.

Our Balance Sheet grew by 19.2 per
cent to 324,66,081 crore and Net Profit
increased 19.3 per cent to 344,108.7
crore. Net Interest Income increased
by 20.6 per cent to ¥86,842.2 crore.
GNPA decreased to 1.12 per cent

from 1.17 per cent. We have been able
to maintain a stable NIM at 4.1 per
cent (4.3 per cent on interest earning
assets) despite deposits growing

by 20.8 per cent on account of low
cost of funds. The Return on Assets
(ROA) was 2.07 per cent while Return
on Equity was 17.4 per cent. Our
commitment to shareholders remained
high with a proposed dividend pay-out
of 319 per equity share of ¥1/- which
translates to a dividend pay-out ratio
of 24.07 per cent of the profits for the
financial year ended March 31, 2023.

| am pleased to state that the Bank’s
performance continued to be robust
during FY 2022-23 with sustained
growth across the Wholesale, Retail
and Commercial and Rural Banking
businesses.
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In my letter to you in the last two years,
I had highlighted my key focus areas.
These are: improving technology
resilience, a clear focus on three Cs:
Culture, Conscience and Customer
and building for the future.

Let me now elaborate on these.

Technology Update:

HDFC Bank is today in the midst of

a technology transformation exercise
that focuses both on building the Bank
of the future as well as running the
Bank. For me, the focus on technology
upgrade and digital transformation are
central to achieving growth as well as
excellence in customer service.

We are focusing on two foundational
aspects. First, transforming the Bank
through new platforms and customer
experiences offered by the best-in-
class products and services through
our digital factories. Second, running
the Bank efficiently by reinforcing our
core technologies with enhanced
performance and resilience at scale,
through the enterprise factory. Our
digital transformation journey is being
powered by building competencies
within the Bank. The factory approach
is focused on leveraging new-age
tech such as Al/ML, cloud-native
architecture, API-driven banking

as well as pioneering industry-

first initiatives through emerging
technologies such as generative Al
enablement across banking domains.

Some of our flagship programmes
focused on our customers are
enumerated below:

e Our modernised PayZapp 2.0
arrives with a variety of quality-of-
life improvements while offering
convenience, security, and a
wide array of payment options at
customers’ fingertips. This will drive
our acquisition of New To Bank
customers.

e SmartHub has grown into the
preferred banking platform for
merchants with over 1.5 million
using the app, handling over 18 lakh
transactions daily.

e Our Bank One Programis a
cloud-native platform powered by
conversational Al & ML capabilities
offering our customers a unified
banking experience across channels.
With multilingual bots covering ~40
per cent of customer interactions,
the platform has significantly boosted
efficiencies and reduced resolution
times.

e QOur Acquisition Platform enables
a smoother and more consistent
customer experience for purchase
of the Bank’s retail products on the
Bank’s platforms and has facilitated
more than 5 million products being
availed by our customers.

e Xpress Car Loan has evolved
into India’s single largest digital
loan platform for origination and
disbursement with over 50,000
happy customers.

e Smart Saathi, our most recent
launch, digitally enables our network
of Business Correspondents and
Business Facilitators by providing
them an omnichannel experience of
our digital products.

e The Bank has driven various industry-
first innovations through programmes
such as Digital Cattle Finance, Digital
Rupee, OfflinePay, Digi-Passbook,
exploration of Al / ML based data
extraction and signature verification.

e On the Corporate Banking front,
the Bank hosts Corporate Banking
eXchange (CBX) which is one of
the largest corporate transactions
platforms and a state-of-the-art Trade
Finance platform.

Our conscious effort has been
to launch in small scale, listen to
customer feedback, build acceptance
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through word of mouth before we fully
scale. We will continue to invest in
technology for improving our customer
experience.

Parallelly, our core technology is
being reinforced through the power of
cloud for improved resilience, scale,
and agility. We have migrated our
data centres to new state-of-the-art
facilities in Mumbai and Bengaluru.
We continue to focus on upgrading
our infrastructure with an Active-Active
architecture for greater availabilities
and high-performance apps. The
'Hollowing the Core' programme is
set to transform the way core banking
is operated. Basis the investments
made, we have seen a significant
improvement in our resilience and
uptime (basis both internal and
external public sources) metrics.
However, we are not perfect and we
will continue to further strengthen our
core IT infrastructure.

Our competency factories are

maturing into innovation labs and

are increasingly partnering with the
Government institutions and FinTechs
to develop prototypes of the next

wave of digital banking products. For
instance, we are leveraging generative
Al for structured and unstructured data
extraction from documents, developing
Al-based instant credit decisioning
models and significantly improving
fraud monitoring through real-time self-
monitoring ML models.

Attracting and developing the best
engineering talent with new-age tech
skill sets is a top priority for us to lead
into the next age of neo-banking. The
Bank is strategically positioning itself to
capitalise on new opportunities which
are poised to revolutionise banking
and is making technology investments
for the future. A steady growth of
strategic investments in emerging
tech and partnerships will ensure that
HDFC Bank stays ahead of the curve
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in driving innovations and industry
benchmarks.

Customer Centricity, Service
First Culture and People

Every decision of ours is an endeavour
to increase the benefits it brings to our
stakeholders.

A service first culture has always been
one of the anchors of the Bank’s
growth story. It starts with taking care
of our employees who in turn take care
of our customers.

| have personally travelled across

the country in private buses, with
colleagues across levels travelling

with me. This has given me the
opportunity to meet employees as well
as customers across multiple locations
in the country. These interactions

have enriched my understanding and
view of the locations visited and the
myriad opportunities that exist in this
vast country. | am energised by the
talent and passion that our frontline
colleagues display during these
interactions and also give us enough
ideas to work on. This is something

I will continue.

In order to institutionalise and measure
a Service First Culture, we have
implemented an at scale episodic
bottom-up Net Promoter System
(NPS). This allows us to get a real
time customer feedback on their
interactions with the Bank and helps
us draw up plans to keep improving

in the areas where we are still not

up to the mark. | am happy to report
a consistent increase in our Net
Promoter Score for the Bank as a
whole, year on year and this augurs
well. I accept that we may not be
perfect with our customer interactions
all the time, and this is one area, |

and the entire Bank are focused on
improving day in and day out. We

are digitising many of the Customer
Service interactions at a fast pace and

| firmly believe that this will provide the
impetus to keep improving our Service
First culture.

In addition, we constantly benchmark
ourselves with our competition to learn
and better ourselves. HDFC Bank
continues to lead the overall brand
NPS ranking (independent third-party
survey) among 20+ competitors in the
banking category for the second year
in arow.

We have also developed a unique
Service Quality Index (SQl) for our
key customer facing channels which
measures the performance of these
channels on critical customer service
parameters and helps improve on the
same.

The complaints trend indicates
that digital frauds are increasing,
particularly targeting a vulnerable
section of consumers. We are
committed to help safeguard
customers by way of increasing
awareness amongst people and
improving our technology tools.

The initiative of Vigil Aunty to promote
awareness amongst customers about
cyber frauds has been well received
and we would further invest in this
area. In terms of technology
investments to prevent frauds,

the Bank has invested in wrapper,
device binding, device assurance and
multi-factor authentication and would
continue to invest to protect our
customers.

As a Bank we are making progress on
our Customer Service, but | believe
that this journey has to be accelerated
every year. More remains to be done
and | am fully committed to improving
our customer centricity further.

A Service First culture is not possible
without an organisational culture that
acts as the foundation for the same.
Let me dwell on this here.
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Culture

Culture defines the experience of
each employee. Managers are in

the unique position to represent the
culture the Bank stands for. Talent,
Potential and Capabilities can best

be harnessed through an enabling
culture. Towards this the Bank has
adopted the managerial behaviour
architecture - Nurture, Care and
Collaborate. This encapsulates what
we espouse in our Culture Framework
— the HDFC Bank Way and translates it
into simple behaviours that managers
can demonstrate in their interactions
with their teams. The Nurture, Care,
Collaborate initiative that covered over
12,000+ managers in the previous year
was extended to the senior leadership
levels and over 6,000 new managers
in FY 2022-23. The intent is to have

all managers at the Bank equipped to
fully live the cultural ethos of the Bank.

| am fully conscious of the fact that
there may be instances where some
people managers might transgress
our defined way of working. We have
the resolve to nip this in the bud, both
by way of training/counselling and
appropriate action, to ensure that
the same is not attempted by anyone
else. Having said that, we have some
distance to traverse on this front. We
are taking concrete steps towards
building an INCLUSIVE organisation,
which will go a long way in reining in
attrition in the coming years.

The Bank has experienced an increase
in attrition over the last financial year
and a significant part of which was

in the ‘non-supervisory staff’ levels
(which includes Sales Officers).

One reason that can be attributed
towards this increase, is a post-
COVID phenomenon, that may have
prompted the younger workforce to
recalibrate what they ‘want from their
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lives’. This has led to increased attrition
across all sectors. It is a reality that all
major employers are grappling with,
especially in the BFSI sector.

However, we are cognizant that the
experience of working with HDFC
Bank can be better on several counts,
especially culture. The Bank upholds
RESPECT for ALL as a fundamental
tenet in the way we work with each
other and our customers.

Listening is vital to understanding

the sentiment of an organisation and
thus we launched Pulse, a real time
feedback platform for employees to
share candid feedback. This platform
is completely anonymous, and we've
already launched 20 surveys to check
the sentiment of the employees

on topics like Work Life Harmony,
Pleasant Parenthood, Future Banker
Program and Onboarding Experience,
to name a few. We continue to listen,
learn, and act on the feedback so that
we can improve our work environment
and people practices in order to
provide space for all our employees to
excel, thrive and have a long, fulfilling
career at the Bank.

Skilling our people continuously is
another important area that | am
focused on. We challenge people
with continuous job rotations and
assignments outside of their core
areas, along with on the job and
specialised training where needed.

We will continue to do more on
this path.

Building for the Future

In the last two years, | have spoken
about Project Future Ready, to
catalyse, create and capture the next
wave of growth. The following growth
engines had been identified: Corporate
Banking, Commercial (MSME)

and Rural Banking, Government

and Institutional Business, Wealth
Management, Retail Assets and
Payments, to be driven by our delivery
channels of Branch Banking, Tele-
Sales/Service/Relationship and Digital
Marketing. These can be categorised
as Business Verticals and Delivery
Channels. Underlying all this will be our
technology and digital platforms.

We have seen progress in our strategy.
The Commercial and Rural Banking
loans have grown by 29.8 per cent.
Your Bank is today the largest SME
Bank in the country and has grown
this book by adhering to stringent
underwriting standards.

We have grown the Corporate and
other Wholesale loans by 12.6 per
cent while maintaining a healthy
ROA. We have expanded our wealth
management services to over 900
locations. Our domestic retail loans
have grown by 20.8 per cent without
compromising on asset quality. Our
payments business continues to
perform well, and we continue to enjoy
a leadership position there.

Branch Banking is the fulcrum of our
customer relationships, and we believe
that a physical branch is extremely
important to customers especially in
semi urban and rural locations. In FY
2022-23, we added a record 1,479
branches, a majority of which are in
semi urban and rural (SURU) locations.
We plan to add another 675 this year in
SURU locations that will take the total
number of branches in these locations
to over 5,000. Overall, the Bank plans
to add 1,500 to 2,000 additional
branches during the year. The concept
of phygital branches will help us to

be agile in meeting customer needs
through digital transactions and at the
same time give customers a sense

of engagement and security with a
physical touchpoint. Going forward,
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the new branches, we believe, will be
key to additional deposit mobilisation.

An increasing customer base needs
to be engaged and managed and our
investment on Virtual Relationship
Management is delivering on what we
are building it for.

Digital Marketing has helped
increase the traffic by 35 per cent
on our digital properties. The traffic
has been harnessed leveraging
advanced analytics and our new
digital acquisition platform, resulting
in direct business generation across
all retail products of the Bank, selling
directly more than 3.8 million products.
| expect the pace of growth of this
channel to further increase and also
encompass practically all service
interactions as we move forward.

Our technology transformation
initiatives coupled with our core
enabling functions of Internal Audit,
Credit and Underwriting, Risk
Management and Compliance/
Governance continue to be integral to
the health and growth of the Bank.

Environment, Social and
Governance Strategy (ESG)

According to the United Nations, the
world is now warming faster than at
any point in recorded history. While this
calls for global action, as a Bank we
are contributing to this in our way. Two
years back, we committed to become
carbon neutral by 2031-32. We have
formulated and are implementing a
strategy towards achieving this with
interim milestones.

ESG is being made an integral part
of our credit assessment process.
Assessment of environment and
social factors has been a part of
credit diligence, particularly in project
financing above a certain threshold
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for many years now. This has been
strengthened further through a
comprehensive ESG and Climate
Change assessment framework

in corporate lending. This is still at

an early stage as right now we are
focused on increasing awareness
among our corporate borrowers and
understanding where they are in their
ESG journey. Going forward, we would
be looking to make it one of the key
criteria in credit decisioning. In the
last financial year, we have financed
6,110 MW of renewable energy
capacity. Over 940 of our branches
have been green certified and all our
future branches will conform to green
building standards. The overarching
vision is in place for ESG, and we
continue to make steady progress on
this.

Not only do we believe in leading
responsibly but are also committed
to being responsible social citizens.
Through our CSR initiatives under
Parivartan, we have potentially
impacted over 9.93 crore lives. In
FY 2022-23, around 500 projects
were executed through 250+
Implementation Partners spread
across 27 states of the country. The
impact of our projects is tracked
internally and externally through impact
assessment studies.

We continue to take affirmative steps
towards being a more inclusive
organisation. The Bank is committed
to fostering Diversity and Inclusion.

We have prioritised our focus on

two aspects of diversity - Gender

and Persons with Disabilities (PwD).
Women comprising 25 per cent of our
workforce by 2025 is an aspiration
that we are actively pursuing. We have
been steadily making progress towards
this goal and 23 per cent of our
colleagues are women. We continue to

HDFC Bank Limited Integrated Annual Report 2022-23

maintain gender equity with respect to
pay, promotions and elevations.

Good corporate governance is a
product of culture and conscience,
and this is vital for the long-term
sustainability of the organisation. Our
focus on compliance and assurance
functions is unwavering and we
continue to strengthen the checks and
balances through these.

Conclusion

The year started with the
announcement of the intent to merge
with HDFC Ltd. This has now been
concluded within the anticipated
timelines. While this gives the Bank a
strong runway for future growth, it also
helps us contribute to nation building
by helping more Indians buy a home
and secure jobs. And yes, help the
economy grow further.

| end by expressing my heartfelt
gratitude to our Board members

for their guidance, supervision,
unwavering support and belief in our
abilities. Finally my gratitude to all my
colleagues for their contribution not
just for the year gone by but also for
their efforts over the years, making the
Bank count amongst the world’s finest
financial institutions.

Sashidhar Jagdishan

Managing Director &
Chief Executive Officer
HDFC Bank Limited
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Delivering consistent, profitable growth

The Bank continued to
deliver profitable growth,
further consolidating

its leadership position
in the Indian banking
space underpinned

by our effective risk
management systems,
robust credit policy,
and underwriting
capabilities. We grew
our balance sheet size
by 19.2% in FY23, with
a 20.8% increase in
deposits and a 16.9%
growth in advances.
This was achieved
through our extensive
reach across our 7,821
branches including our
Digital Banking Units.
Our profit after tax grew
by 19.3% while our asset
quality improved further
(GNPA at 1.12%).
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The cost-to-income ratio increased
by 3.5% over the previous year

and stands at 40.4% for FY23.

This is due to increase in operating
expenses by 27.3% over the
previous year. The increase is largely
attributable to continued focus on
expanding its network. The Bank
added 1,479 branches in FY23. The
core net interest margin remained
steady at 4.1% on total assets.

We remain well-capitalised which
is reflected in our capital adequacy
ratio of 19.3%. As a responsible
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Total Balance Sheet Size

¥24,66,081 Cr

As on March 31, 2023

+19.2%

bank, we have built a substantial
cushion against any adverse impact
with a provision coverage ratio

of 75.8%, up from 72.7% in the
previous year.

We continued to deliver value to
shareholders, with an RoE of 17.4%.
Our earnings per share (EPS)
increased by 18.7% to ¥79.3, while
dividend per share rose by 22.6% to
19.0in FY23.

Net Profit

¥44,109 Cr

As on March 31, 2023

+19.3%
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Balance Sheet size
(RCR)
24,66,081
FY22 20,68,535
FY21 17,46,871
Deposits
CR)
18,83,395
FY22 15,569,217
Fy21 13,35,060

Gross NPA Ratio

CE— 1

Our How We

Responsible

Return on Assets
(AVERAGE) (%)

2.07

Performance Create Value Strategy Business Financial Statements

Profit After Tax Earnings Per Share

RCR) ®)

44,109 79.3
Fy22 36,961 Fy22 66.8
FY21 31,117 FY21 56.6

Advances Return On Equity

®CR) (%)

16,00,586 17.4
Fy22 13,68,821 FY22 16.9
Fy21 11,32,837 Fy21 16.6

Dividend per Share
®)

19.0°

Fy22 1.17 FY22 2.03 FY22 15.5
Fy21 1.32 FyY21 1.97 FY21 6.5°
" Basis RBI notification dated April 22, 2021

Cost to Income Ratio * Proposed
40.4

Fy22 36.9

Fy21 36.3
Rupee Earned FY23 (%) Rupee Spent FY23 (%)

8.3
Wy
@® Commission, Exchange, 43.2 ® Tax
Brokerage Provisions

Other Interest Income
® FX & Derivative Income
Income from Investments
® Others
@ Interest from Advances

e
® Dividend
9

1 Transfer to Reserves

Operating Expenses

Interest Expense

27.5
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Business Segments

Catering to diverse

customer needs

Wholesale Banking

The Wholesale Banking business of HDFC Bank caters
to a wide range of clients including Large Corporates,
Multinational Corporations, Public Sector Enterprises,
Emerging Corporates, and Business Banking/SMEs.

The Bank provides a comprehensive range of financial
products and services such as loans, deposits,
payments, collections, tax solutions, trade finance,
cash management solutions, and even corporate
cards. Through our products and services, we aim

to act as a one-stop shop for various business

needs of customers in this segment. The Bank also
offers customised solutions to cater to the specific
requirements of customers, along with providing
dedicated relationship managers who serve as a
single point of contact for all banking needs. With its
extensive experience in serving the wholesale segment,
HDFC Bank has built a strong reputation for delivering
quality and reliable services to its customers.

Our offerings
Loans and Deposits

Working capital facilities, term lending, project finance,
supply chain financing, export finance, trade credit and
wholesale deposits.

Investment Banking

Capital finance through debt/equity capital markets,

mergers & acquisitions, IPOs, private equity, venture
capital fund raising, loan syndication and customised
solutions.

Other Banking Products and Services

Forex & derivatives, custodial services, cash
management services, letters of credit, guarantees and
correspondent banking.
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Retail Banking

HDFC Bank's Retail business is dedicated to serving
individuals, salaried professionals, micro and small-
sized businesses such as kirana stores, Self Help
Groups (SHGs), and Non-Resident Indians (NRIs).
The Bank's goal is to create and customise products
and services that meet the unique needs of this
segment. Key products and services offered include
savings and current accounts, loans for personal
and business needs, credit and debit cards, digital
wallets, insurance products, investment products
and remittance services. The Bank strives to provide
a seamless and convenient customer experience
through digital solutions such as MobileBanking,
NetBanking, and ChatBot support.

Loan products

Personal, auto, home, gold, two-wheeler, small-ticket
working capital, offshore, agri and tractor, healthcare
finance, commercial vehicle & equipment finance,
infrastructure finance and loan against securities.

Accounts and Deposits

Savings, Current and Corporate Salary Accounts, NRI
Deposits, Fixed and Recurring Deposits

Other products and services

Credit, Debit and Prepaid Cards, Digital Wallets, Wealth
Management Solutions, Kisan Gold Card.

A distributor of Mutual Funds, Life, General and Health
Insurance.
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Treasury

The Treasury department is responsible for
safeguarding the Bank's cash and liquid assets, as
well as handling its investments in securities and other
market instruments. It manages the balance sheet's
liquidity and interest rate risks and ensures compliance
with statutory reserve requirements. It manages the
treasury needs of customers and earns a fee income
generated from transactions customers undertake with
your Bank, while managing their foreign exchange and
interest rate risks.

Services offered to customers

Foreign exchange and derivatives’ transactions,
solutions on hedging strategies, trade solutions —
domestic and cross border, bullion demands and
others.

Key functions performed

Manages the asset liability of the Bank, maintains

a portfolio of Government securities in line with
regulatory norms of RBI and others, manages the
liquidity and interest rate risks on the balance sheet,
and is also responsible for meeting statutory reserve
requirements.

l Our Edge

We are the Preferred Banker of Choice
across segments and this is enabled
by:

e Delivery of best-in-class services
through customised solutions,
products and through optimum use
of technology

e Strong product proposition for
NRIs through branches in India and
overseas

e Market leader in almost every asset
category with best-in-class portfolio
quality

e Pioneer and strong player in the
digital loan marketplace

e Providing customers with a product
suite across all asset classes for
‘optimal asset allocation' depending
on clients’ risk profiles and goals

e Strong presence in Payments
Business

e Being a market leader in Cash
Management Services

e Open architecture, best-in-class
portfolio quality and regular portfolio
rebalancing

e Robust Risk Management practices
across all businesses and activities

e Solutions for non-residents hedging
needs in Indian markets

¢ Integrated trade and treasury
solution for customers

e Primary dealer for Government
securities

HDFC Bank Limited Integrated Annual Report 2022-23 23



=
L

Commercial and Rural Banking

Emerging growth engine

The Bank's Commercial
and Rural Banking (CRB)
group was set up in
May 2021 to cater to

the needs of the Micro,
Small and Medium
Enterprises (MSME),
emerging corporates,
commercial agriculture,
small and marginal
farmers, healthcare
finance, equipment
finance and commercial
transport companies.
While these are different
businesses, the common
thread binding them is
that they all have a huge
footprint in Semi Urban
and Rural (SURU) India.
As has the Bank with
about half its branches
in SURU locations.

24

This vertical is also important as its
disbursals help the Bank in meeting
a large part of the Priority Sector
Lending requirements, apart from it
being a high Return On Assets (ROA)
business group for the Bank.

CRB has been identified as a growth
engine and was the fastest growing
vertical for the bank in the year

under review. A wide reach across
geographies of the country — district
by district and understanding of local
level business dynamics has helped it
in achieving growth rates that exceed
the industry average. HDFC Bank at
present has 7,800+ branches of which
over 6,200+ have loans outstanding
to MSME customers. It is the leading
lender to MSME segment in 12

states and among the top 3 in 20
states across the country. The Bank
has been the largest contributor to
ECLGS and CGTMSE scheme for the
year. The sourcing model through
branch channels, existing customer
references, and direct connect allied to
traditional prudence is one of the key
reasons for containing NPAs.

A well-trained relationship team
engages in frequent interactions

with MSME customers for their

overall banking requirements. They
also cross-sell various products of

the Bank and cater to the personal
banking needs of promoters and family
members.

In the rural segment, the Bank is
planning to expand its services to
2.5 Lakh villages in the next two
years. It funds not only traditional
agriculture but also allied activities. It
is totally committed to furthering the
Government’s agenda by supporting
its various schemes be it AIF/FPO/
PMFME, and lending to small and
marginal farmers.

HDFC Bank is the leading player in the
commercial vehicle and commercial
equipment financing business with its
share increasing considerably in the
year ended March 31, 2023. This is a
result of the Bank’s focus on gaining
market share by expanding into deeper
geographies and hiring more feet on
street. Further, the Bank is working on
an ecosystem to expand its business
under the Transportation Finance
business.

The Commercial and Rural Banking
vertical shall continue contributing

to the Bank's growth as well as the
nation’s growth through its bouquet of
products and services.
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Product suite

Working Capital and Term Transportation Finance Group FX Advisory
Loan Assets e Commercial Vehicle/Equipment Trade Flows & Derivatives
e Working Capital Loans Finance
e Term Loans e Tractor Finance Agriculture Finance
¢ Supply Chain Management e Infrastructure Finance * Crop Loan/Farmer Finance
e Project Finance . * KCC
e Export Finance Trade Finance ¢ Dairy/Cattle Finance
e Bank Guarantee/LCs
Investment Banking e International Trade Liabilities
e |POs, Private Equity, VC Fund * CASA Accounts
Raise, Loan Syndication e Fixed Deposits
e Mergers & Acquisitions e Salary Account
e r 3 e -
e H
b W DTN
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-
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['] Tailored Digital Banking for All

Building a Future Ready
Bank for the Digital Age

Everyday banking

Day to day banking, made simpler

Simplifying customer journeys
.'I l

el = PAYJAPP

G T

Unified payments experience

e

L =l MyCards

I“I

X'PRESS Car Loan

(‘-r

a first-of-its-kind
online and digital
Car Loan facility

Fully digital,
no-contact journeys

Convenience, safety,
and rewards in one
neo-tech powered app

One-stop shop to
manage your cards

Enhancing customer experience

H} HDFC BANK

Rural outreach

H} HDFC BANK

Smart Saathi

A digital distribution platform for business

l HDFG BANK

&NE

SMART
BANKING LOBBY

Omni-channel
customer touchpoint

26

A phygital experience for
assisted digital banking

correspondents and business facilitators
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Serving our business partners

Seamless banking services for businesses, large and small

Leveraging Ecosystems 360° Solutions

Dukandar Dhamaka Fulfiling the everyday

Convenient funding option for MSMEs SBT3 business needs of
Smart {: merchants
VYAPAR

Transformed corporate banking Digitising Trade

Corporate Banking eXchange (CBX) Tradeflow

Enjoy secure, round-the-clock access to your Digitisation of trade processing platform

organisation’s bank account

Fortifying the backend

Reinforcing our core technologies

Hybrid Landing Zone API Factory HDFC Streams

Industry-first common landing Enabling strategic tech Gearing up for the next wave of
zone across leading cloud integrations at scale for sharper digital growth to handle 4 Billion+
service providers cross-sells while limiting changes transactions

to core systems

Data Lake DC Migration

Migration of on-premise data Migration to
warehouse to cloud for real state-of-the-art facilities
time availability of data
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Our Value Creation Model

Government and
Regulatory environment

Economic
Environment

Climate Change

External Drivers and ESG

Our Resources

Overview ‘

Introduction to
HDFC Bank

‘ Our

Performance

How We Our
Create Value Strategy

Digital innovation in
financial services

Data privacy and
cyber security

Responsible
Business

Statutory Reports and
Financial Statements

Changing
workplaces

Our Purpose

Financial Capital
- . : ) .
e > Total Deposits — 18,883,395 Crore We exist to help every Indian make better money choices, today and tomorrow
> Shareholder’s Funds - ¥2,80,199 Crore
> Borrowings - ¥2,06,766 Crore

Our Core Values

-
Operational Customer \ip Product ,

‘ Excellence Focus Leadership

0% ? o
Human Capital '.l People d Sustainability
> Employee base - 1,73,222
> Learning and Development

initiative — 31.2 Lakh+ Learning Hours in FY23
» Employee engagement initiatives a“5'\\‘\955 segma,".
> Talent Management S
> Culture Ecosystem
Branch
ib Intellectual Capital operations -
k J » Credit policy and underwriting skills Lending Undeéwrlt(lng
> Digital solution and factory, Enterprise Factory andaris é
> Risk management framework management =
> Implementation framework on carbon neutrality (? (o5
> Migrated to state of art data centre B' %
T s

: : : P Collections Investment
Social and Relationship Capital ol Future-ready management
> Customers - 8.28 Cr+ =
> CSR Spend (Refer Annexure 2 to the Bank for the

Directors Report) Digital Age
> Aligning stakeholders to ESG
*> Partnership with Government c : A liabil
urren sset-liability
and Saving % management
Accounts

w Natural Capital
g > Total energy consumed — 1.98 million GJ
> Paper waste recycled: 163.25 MT
> Renewable Energy Initiatives:
* Electricity procured through
Green Tariff - 2,533.8 MWh

Customer
services

Deposits

Underpinned by zero paper zero touch and ESG

Strategic Pillars

Re-Imagining the
branch channel

Virtual Relationship
Management (VRM)

Leadership in
payments business

Technology & Digital

Capturing flows from
Government and
Institutional Business

Heartland - Commercial
and Rural

Retail Assets

Corporate Cluster

Digital Marketing

Wealth Management

* Onsite Solar rooftops installed Treasury
capacity — 238.5 kWp
> Natural resource conservation initiatives . .
» E waste handled through Key Enablers Long-term Objectives
authorized recyclers: 88.15 MT
Sl Increase Operational
o@o A ‘@ &iﬂ customer eﬁ?oienoy
e-e -~ = base
er? Manufactured Capital People & Effective Risk Technology Customer Service
I ) » Banking outlets, Business Correspondents Culture M Robustness and Experience
' anagement p .
£ © (BCs) managed under CSC © Expand Omnichannel
» ATMs, Corporate office, data footprint experience
warehouse and others p—
> 947 branches Indian Green Building Council ,% @ —g
(IGBC) certified N \_ £ . Healthy Access
> Certified green data center — Bangalore Data asset low-cost
center ‘Netmagic- DC3B’ At-scale Commitment Governance Beyond quality funds
Distribution to ESG Compliance
Our Key Transparency pg @ Digital pg @ Sustainable pg @ Employee
Material Topics and Disclosure Leadership Procurement Practices
-Credn Risk !l Market Risk Q Compliance Risk -*- Operational Risk ‘ Climate Risk a4 |iquidity Risk g Reputation Risk

» Outputs

Total Deposits
¥18,83,395 Crore
@ 20.8%

Total Advances
¥16,00,586 Crore
@ 16.9%

Share of digital
transactions in
total transactions
95%

Net Interest
Income
386,842 Crore

@ 20.6%

Total Income
%1,92,800 Crore

@ 22.6%

Dividend Per Share
319.0"

“Proposed
@ Y-0-Y

Community
pa @ ‘ Wellbeing

a
Q Technology Risk

>» Outcomes

Financial Capital

Net Revenues - ¥1,18,057 Crore
Net Profit after tax — ¥44,109 Crore
Return on Assets — 2.07%

Return on Equity — 17.4%
Cost-to-income ratio — 40.4%
Capital Adequacy Ratio — 19.3%
GNPA -1.12%

Net NPA - 0.27%

vyVYVvVVYVYTVYTVYY

Human Capital

> New Hires — 85,000+

> Women in workforce — 23%

> Employee engagement score — 83%

> Profit per employee — %28 Lakhs

> Employee expense staff cost — ¥15,512 Crore

Intellectual Capital

» Brand Valuation — $31.16 Billion*

> 74% of our acquisitions are digital

> Average customer uptime increased to 99.95%

Social and Relationship Capital
> Bottom Up NPS Score - 66

> MSCI ESG Rating - AA**

> DJSI score - 58

> CSR Beneficiaries — 9.93 Crore

> Certified Great place to work

Natural Capital
> Renewable Energy Initiatives:
* Emissions avoided through
green tariff electricity — 1,799 tCO,e
¢ Emissions avoided through
onsite solar rooftops — 239.02 tCO,e

Risk addressed

UN SDGs

=
@’ 4

>

b?

de 4

> Water Conservation structures developed* — 11,820

> Cumulative underwritten amount towards
renewable energy financing — 15,115 Crores
*» Solar lights installed* — 51,057

> Reduction in Scope 1& 2 emission intensity — 11%

Manufactured Capital

> Total Banking Outlets — 23,742

> Total Branches - 7,821 (Inclusive of Overseas
Branches and DBUs)

*» Total Business Correspondents — 15,921

% @

> ATM + cash withdrawal/deposit machines — 19,727

> Cities/towns covered — 3,811

*As per Kantar BrandZ Most Valuable Global Brands 2023
*Refers to achievement since inception till March 31, 2023

**As on April 25, 2023

pa @

V'Y
;‘é Cyber and Data Risk

Our Parivartan initiatives
cover more SDGs than those
covered here; please refer

to our 'Social Communities'
chapter for more details.

= =3

| v

lfs Risk of spill-over from Subsidiaries
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Stakeholder Engagement

Listening to our stakeholders

At HDFC Bank, we
engage in open and
constructive dialogues
with our stakeholders to
understand their needs
and expectations. It
enables us to identify the
issues that are material
to creating value, as well
as continue delivering
innovative solutions.

30

Stakeholder identification and
prioritisation is crucial to meeting
our sustainability goals and building
trust with our stakeholders. We map
our stakeholders based on their level
of interest, influence, and impact,
prioritise them based on relevance,
and develop engagement strategies
that meet their needs.

We have established a robust
governance structure to oversee our
ESG approach, comprising the CSR
& ESG committee of the Board and
the ESG apex council, chaired by
the Group Head of ESG. Under the
aegis of the apex council, the ESG
working groups drive the Bank’s
ESG agenda. Focusing on ESG has

helped us enhance our reputation,
attract customers and investors, and
contribute to our communities
well-being.

We are committed to conducting

our business in a sustainable and
responsible manner, and will continue
to advance our ESG agenda.

Good customer service necessitates
having an effective internal Grievance
Redressal mechanism/framework in
place. To address this, the Bank has
a Grievance Redressal Policy — duly
approved by its Board.
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OUR STAKEHOLDER ENGAGEMENT PROCESS

0" i = Y

Identify Stakeholder Revised
il . engagement : materiality
topics v I and I map

| | prioritisation : Revisit of |

| : : material |

| Define A : issues by i i

: stakeholder ' the internal

groups stakeholders

)4 o)<

Guided by our Board-governed
Corporate Social Responsibility

(CSR) policy, we remain committed

to creating value for marginalised
communities in India. We will continue
to implement well-structured programs
and interventions aimed at improving
their well-being and contributing to
their sustainable development.
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Stakeholder Engagement
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Customers GEE—

Channels of communication

e Online and postal communication
e Customer satisfaction surveys

e Customer feedback

e Regular interaction with customers
Type: Information, Consultation
Frequency: Continuous

Key concerns and expectations

e Fase of transacting across channels
¢ |nnovative technology applications

e Data security

e Advanced analytics

Response and mitigation

e New products enabled by the Bank’s
digitisation strategy

e Making personalised
recommendations through a Virtual
Relationship Manager (VRM)

e |nformation Education
Communication (IEC) activities on
data security and privacy

Delivering value

We serve over 8.28 Cr customers
through our extensive network of
branches and ATMs/CDMs. We are
making our infrastructure and services
more accessible for people with
disabilities. Our ATMs have voice-
guided systems and Braille keypads to
assist the visually impaired customers.
We are increasing the number of ATMs
with ramps for wheelchair users.

We aim to create awareness amongst
our borrowers, thereby encouraging
them to measure and disclose

ESG KPIs, especially their emission
footprint.
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Employees an——

Channels of communication

e On-ground and virtual connect with
employees by Human Resources

e | eadership and manager connect

e Engagement and Pulse surveys

e Employee connect initiatives like
talent hunt, wellness initiatives etc.
some of which also include their
families

Type: Information, Consultation,
Participation

Frequency: On-going/periodic
Key concerns and expectations
e Employee engagement

e Culture and employee experience
[ ]

[ ]

Employee wellness and safety
Learning and Development (L&D)

Response and mitigation

¢ Maintain high-level of ongoing
employee connect and periodically
obtain feedback through dipsticks
and surveys

e Focus on various aspects of
employee wellness through the HDFC
Bank Cares initiative

e Strengthen focus on L&D by offering
best-in-class learning resources and
leveraging technology for enabling
learner-led anytime, anywhere
learning

We have a diverse workforce of over
1.73 Lakh employees across different
locations. We are committed towards
building an Inclusive work environment.
Our effort is to assimilate all into
‘HDFC Bank Way’ which is the Bank’s
culture framework and thereby deliver
a superior employee experience on an
ongoing basis.

We strive to provide periodic training
and updates on ESG to all employees,
including the ESG committee
members.

&

Vendors eaassssssssss—

Channels of communication
e Regular meetings

e Phone calls and surveys
Type: Information, Consultation

Frequency: Continuous engagement/
Annual performance
review

Key concerns and expectations
e Partnership
e Governance and ethical practices

Response and mitigation
e Ensure timely payment for services

e Whistle Blower Policy to ensure good
practices

We work closely with our vendors

to promote the integration of
environmental and social concerns,
emphasising the importance of adding
value beyond just economic gains. Our
ESG policy framework ensures that
vendors and suppliers comply with
labour laws and human rights.
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Regulatory Bodies s

Channels of communication

e Regular meetings

e Policy updates and ministry directives
e Mandatory filings with key regulators

Type: Information, Consultation,
Participation

Frequency: Continuous engagement
as per requirement

Key concerns and expectations

e Compliance
e Social security schemes
e Relevant national mandates

Response and mitigation

e Compliance and ethics-oriented
culture including formulation of
relevant policy frameworks and
enforcement thereof

e Awareness generation on the
mandates by the Government of India

We ensure adherence to compliance
standards set by the regulatory
bodies. We are also complying with
SEBI's mandate regarding Business
Responsibility and Sustainability
Reporting (BRSR).

Statutory Reports and

Financial Statements

Responsible
Business

sse

Investors and e
Shareholders

Channels of communication

e Quarterly financial reports, press
releases, results conference call and
investor presentation

e |nvestor conferences, Analyst day,
Investor days, interactions with
shareholders and Annual / Extra-
Ordinary General Meetings

Type: Information, Participation

Frequency: Continuous
engagements/Quarterly/Annual

Key concerns and expectations
e Compliance
e Governance and ethical practices

e Economic performance

Response and mitigation

e Policies and demonstration of
responsible business conduct

We continued to generate value for
our 22 Lakh+ shareholders. The Basic
EPS stands at 379.3 in FY23. Our
Board has approved an ESG Policy
framework, with ESG governed by the
CSR & ESG Committee and driven by
management committees and cross-
functional working groups. We disclose
our ESG performance in the Annual
Report, ensuring transparency of our
sustainable practices.

HDFC Bank Limited Integrated Annual Report 2022-23

Community co—

Channels of communication

¢ Planning, meeting and exercises
— Needs Assessment/Baseline/
Participatory Rural Appraisal

e Focused Group Discussions

e Consultative workshops

e Awareness sessions and field
demonstrations

e Periodic progress reviews and
monitoring

Type: Information, Consultation,
Participation

Frequency: Continuous engagement/
Annual performance review

Key concerns and expectations

e Poverty and drudgery alleviation
Improvement in quality of education
Appropriate resource management
Environmental sustainability
Improvement in community hygiene
and sanitation

Response and mitigation

e Holistic rural development programme

e Focused educational and skill
development programmes

e Soil and water conservation

Sustainable livelihood initiative

Financial literacy camps

We are focused on bringing
improvement in the lives of the
community through our continued
efforts in alignment with our CSR
Goals across five thematic areas in a
sustainable manner. Parivartan, our
CSR brand, has impacted over 9.93
Crore lives across the country.
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Materiality

Understanding our priorities

To comply with the
latest GRI Universal
Standards 2021, we

performed a materiality

assessment in FY23
to discern and assess
the issues that hold
the utmost importance
for our business and
stakeholders.

34

Materiality mapping
process

An initial list of 23 material topics was
shortlisted based on stakeholder
engagement, data analysis, and
benchmarking against industry peers.
Based on internal discussions and
brainstorming sessions with our
relevant stakeholders, we further
shortlisted 16 topics which were
subsequently shared with internal and
external stakeholders through two sets
of customised questionnaires. In the
first stage, the responses within each
group were consolidated to derive the
priorities for the respective groups. In

i

‘

the next stage, the responses across
different buckets were consolidated by
assigning weights to each stakeholder
group in consultation with our ESG
team. The collective scores thus
derived were then used to prioritise the
topics assessed as Most important,
Important and Less important.

Our materiality map was developed

by consolidating the inputs provided
by all our major stakeholders. The
map highlights the crucial economic,
social, environmental, and governance
issues that are relevant to both us and
our stakeholders. These changes in
the material topics reflect our evolving
priorities in response to stakeholder
feedback:

HDFC Bank's Material Topics

‘

Most important Important Less important
1. Transparency and 6. Sustainable & 11. Economic
Disclosure Responsible Performance
Financing

2. Digital Leadership

12. Compliance

7. Financial Inclusion

3. Sustainable

13. Customer Privacy

Procurement Asset Quality and Data Security
4. Employee Greenhouse Gas 14. Climate Change
Practices (GHG) Emissions Risks
5. Community- 10. Customer 15. Corporate
wellbeing Satisfaction Governance and
Ethics
16. Systematic Risk
Management
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Priority Capitals
Mate”aIToplcs ImpaCted

Transparency GRI topics: GRI 2-12, GRI 2-14, GRI 2-23, GRI 2-27 ',) “
o< %Y

and

. We recognise that with the increased demand for ESG disclosures among stakeholders, it is critical
Disclosure

to ensure that such reporting is accurate and reliable. We have a sustainability strategy and reporting  [EZ3)] :?;
programme in place at HDFC Bank that clearly articulates our sustainability strategy, risks, and

opportunities, as well as performance on material ESG topics in response to internal and external

stakeholder expectations.

We also place a high value on report assurance, so our Sustainability Report and Green House Gas

(GHG) emissions are externally verified by third-party auditors in accordance with the International

Standard on Assurance Engagements (ISAE) 3000.

2. Digital GRI topics: GRI 418 )
Leadership

Our ability to consolidate the market leadership in digital banking and ensure it is future-ready
through continued investments in technology and talent.

3. Sustainable GRI topics: GRI 2, GRI 308, GRI 414
Procurement

As part of our ESG Policy framework, we recognise the need to work closely with our suppliers to
reduce waste, improve efficiency, reduce carbon footprint and engage with them to understand their
commitment towards human rights and labour practices. We will thus continue to work towards
greater integration of environmental & social considerations in our procurement practices. The Bank
will make efforts to procure products which are recycled, environment-friendly, energy-efficient and
locally sourced.

4, Employee GRI topics: GRI 2, GRI 401, GRI 402, GRI 403, GRI 404, GRI 405, GRI 406, GRI 407, GRI 408, =
Practices GRI 409, GRI 410

At HDFC Bank, we believe our people are the cornerstone of our success. We strive to establish a
positive working atmosphere that encourages our employees' active development and engagement.
We engage employees through a variety of activities; over the years, our seminars and contests have
attracted a large number of participants.

At the Bank, we have a number of codes and policies in place that apply to all of our employees.
The Bank also offers a variety of benefits to its workers and is committed to fostering a positive work
environment. Human capital enhancement requirements are proactively assessed and implemented.

5. Community- GRI topics: GRI 201-1, GRI 413 ®
wellbeing

- ®
tes

We firmly believe in giving back to the community. We have identified the most disadvantaged
sections of the society around our areas of operation and are working to empower them to be
self-reliant through our CSR brand 'Parivartan'. The Board-level CSR & ESG Committee oversees
the company's initiatives to empower communities. The Committee keeps track on the initiatives'
progress on a regular basis.

In order to secure the nation's growth and development, as well as the well-being of its residents, we
have also matched our actions with government missions and programmes.

o)

é’B Financial Capital @34 Intellectual Capital .’g} Manufactured Capital

=

Human Capital 3?; Social & Relationship Capital :ﬁ, Natural Capital
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Materiality

Priority . . A
Mate”aIToplcs

6.

Sustainable & GRI topics: GRI 2-22

Responsible
Financing

At HDFC Bank, we have adopted an enhanced and more comprehensive “ESG & Climate Change
Assessment” framework, as a part of the overall credit assessment for its wholesale corporate
borrowers - replacing our erstwhile “SEMS Framework” and is applicable for all borrowers where
the Bank’s direct funded and non-funded credit exposure to the borrower exceeds 100 Crore.
Further, the Bank is in the process of developing a “Sustainable Financing Criteria” Framework (“the
Framework”) using Bond Principles (developed by the International Capital Markets Association

- ICMA) and Loan Principles (developed by the Loan Market Association - LMA) as the basis for
identification of “Sustainable Finance Segments”.

We believe in Responsible Financing and, as a rule, do not fund projects that have a negative impact
on the environment, health, or safety. We want to make funding available for environmentally viable
projects that help to mitigate climate change. To reduce our carbon footprint, we continue to invest
in renewable energy and energy efficiency projects. Customers are also encouraged to make "green
banking" decisions.

Capitals

Impacted
)

& &

&

Financial
Inclusion

GRlI topics: GRI 203

Financial inclusion is a pressing issue, and the banking sector bears the burden of serving the
underbanked people in rural, semi-urban, and metropolitan India. We see this as an opportunity to
broaden our reach and make our services and goods more accessible to the poorest people across
the country. While we continue to focus on the Corporate Cluster and Government Business to
increase penetration, our business segment of Commercial (MSME) and Rural Banking is well-
positioned to capture the next wave of growth.

& &

Asset Quality

GRI topics: GRI 2-24

The Bank's business strategy is comprehensive and flexible, especially with the intent of being
risk-responsive and opportunity-aware. The Bank's business strategy encompasses offering a wide
range of products and services and maintaining a healthy asset quality besides digitisation and
others.

Greenhouse
Gas (GHG)
Emissions

GRI topics: GRI 305

We recognise our responsibility to help mitigate the effects of climate change as we move toward

a low-carbon economy. At HDFC Bank, we have been recording our GHG emissions since 2010,
and will continue to track and report our carbon footprint. Recently, we have committed to become
carbon neutral by FY32. We continue to incorporate and scale up the use of renewable energy and
energy management measures in our operations.

Additionally, we recognise that climate change may have a substantial impact on our activities, and in
this view, we have initiated steps towards implementation of TCFD recommendations.

10.

Customer
Satisfaction

GRI topics: GRI 417, GRI 418, GRI 202

Customers are extremely important to us. Our customer-centric approach caters to their financial

goals while providing insightful, relevant, contextualised, and hyper-personalised experiences to :?;
customers. We conduct satisfaction surveys on a regular basis to gather feedback on our products
and services.
11. Economic GRI topics: GRI 201 9 T
Performance . S o ” ” . o~ \'J
conomic performance is critical in order to maintain stability and a positive momentum. We strive to
always provide our stakeholders with increased long-term value. Even in difficult economic times, we gy a2

have performed admirably. This is accomplished through careful management and capital allocation
strategies.

é’a Financial Capital @% Intellectual Capital I ¢

;’;} Manufactured Capital

Human Capital 3?; Social & Relationship Capital :ﬁ, Natural Capital
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Mate”aIToplcs ImpaCted

12. Compliance GRI topics: GRI 2, GRI 205, GRI 206, GRI 415 ,:) .?.
We operate in a highly regulated industry where compliance is non-negotiable. As applicable, all of o< s
our operations comply with legal, environmental, and social requirements imposed by regulatory g
organisations.
13. Customer GRI topics: GRI 418 9 £5
Privacy We work in a highly automated environment and use cutting-edge technology to support a variety of v '
e D_a L&) operations. We are guided by the Information Security Policy and the Cyber Security Policy. Further, o o?o
Security an independent assurance team within Internal Audit provides assurance on the management of S
information technology-related risks. To mitigate information technology-related risks, we have
implemented a governance framework, information security practices and a business continuity plan.
Being in the service sector, Information Security and Data Protection are of utmost importance to
us. An IT Director chairs the Board-level IT strategy Committee. To ensure customer privacy, we also
follow the Banking Codes and Standards Board of India's (BCSBI) 'Code of Bank's Commitment to
Customers' and Employee and Customer Awareness Procedures.
14. Climate GRI topics: GRI 201-2 ,3 i
Change Risks We hold a diversified lending portfolio that covers a wide range of industries including power, heavy V< 23
industry, and real estate. In compliance with the Task Force on Climate-related Financial Disclosures' 3?; g,
(TCFD) recommendations, we have initiated the process of assessing our resilience to the physical
and transition risks of climate change. We are also continuously strengthening our efforts to collect
granular data and develop technologies for assessing climate risks and undertaking scenario
analysis.
15. Corporate GRI topics: GRI 2, GRI 205, GRI 206, GRI 207, GRI 415 9 is
Governance . . . . P o< ")
- ur Corporate Governance philosophy, articulated in our ESG framework, provides direction around o
and Ethics the cardinal principles of independence, accountability, transparency, fair disclosures, responsibility i’g &8
and credibility in the way we conduct our operations. We follow the Indian Companies Act 2013, _@
the Banking Regulation Act 1949, and the various regulations by RBI and SEBI, among others. a2
The Bank's equity shares are traded on the National Stock Exchange of India Ltd, BSE Ltd, and its
American Depository Shares (ADS) are traded on the New York Stock Exchange (the "NYSE"). The
Bank complies with all requirements imposed by these regulatory bodies, as applicable. Our policies
and guidelines demonstrate that good governance is ingrained in our culture. The Anti-Bribery and
Anti-Corruption Policy as well as the Code of Conduct help us perform our operations in an ethical
manner.
16. Systematic GRI topics: GRI 2-24 S B
:;I'SK i Through the effective use of processes, information, and technology, we have a multi-layered risk e", Y
2Nd0Cch management strategy that identifies, assesses, monitors, and manages risks (credit risk, market ; f;_.; €

risk, liquidity risk, interest rate risk, and operational risk). A Board-approved Stress Testing Policy & 'Y
System, which is an integral aspect of our ICAAP (Internal Capital Adequacy Assessment Process),
is part of our overall risk management framework. Stress testing involves employing a variety of
ways to determine our vulnerability to excessive yet realistically stressful work conditions. In addition,
we use an ESG & Climate Change Assessment framework which captures various aspects of

ESG compliance and climate change risks/mitigants in relation to the borrower, and their business
operations as a whole. Risk exposures are actively identified and reported to the appropriate levels
of management so that risk mitigation actions can be implemented. The risk management function is
independent from business and reports directly to the Managing Director.

t

é’B Financial Capital ﬁ% Intellectual Capital i

i3 Manufactured Capital

Human Capital 3?; Social & Relationship Capital :ﬁ, Natural Capital
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Our future-ready strategy

India maintains

its position as

one of the fastest
growing economies
demonstrating its
resilience amidst global
economic challenges,
inflationary pressures,
and geo-political
uncertainty.

What we have

macro-variables

38

India continues to be underserved
and underpenetrated in terms of
financial services, presenting an
exciting opportunity for growth in
the financial services industry. We
remain steadfast in our commitment
to delivering consistent results by
balancing quantity and quality. The
Bank witnessed healthy growth
across its three segments: Retalil
Banking, Commercial and Rural
Banking, and Corporate and other
Wholesale Banking while delivering
consistent profitability and maintaining
asset quality.

Create incremental value

Onboarding
Growth Harness people

At-scale strategy capabilities
distribution
Robust risk
management T e

engagement 3.5 Years
Attractive

QP

Capture macro Continue
share technology
excellence

The Bank's long-term goal is to be
the primary banker to customers
and provide them with a wide

range of products as well as build
deep relationships. Our distribution
footprint is expanding as planned
with continued addition of branch
network overlaying with our digital
capabilities. Our Risk Management
Framework has stood the test of time
for over two decades and is one of
our key strengths and differentiators.
The merger of HDFC Limited and
HDFC Bank should further enable
the combined entity to enhance its
engagement with customers and
deepen customer relationships.

Priorities to drive

Employee first
Customer first

Technology first

Customer
service

Power of the Group
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Well-positioned to create incremental value

Looking ahead, we believe our 10 strategic pillars will continue to drive growth. The Bank continues to transform itself
into a deeper and engaged customer-centric organisation by focusing on key priorities to drive viz., employee first,
customer first and technology first.

{1 HDFC BANK

Customer acquisition Delivery of products and services Relationship management

& & B H* W

Capturing flows Digital Retail Expanding Wealth Technology Re-imagining the
from Government Marketing Assets Management and Digital branch channel
and Institutional

(G&l) Business

— o0 * [
P \? X
sl aka ~@

HDFC Bank edge Heartlanq: Leadership in Virtual Relationship
for Corporate Commercial the Payments Management (VRM)
Cluster and Rural Business

Customer Service Strengthening Effective Risk Zero Paper, Zero People Learning
and Experience Compliance Management Touch Operations and Development

Re-Imagining the branch channel

As we recognise the increasing shift branches will serve as platforms products and services. To achieve
towards digital transactions, we for meaningful conversations with this, we have identified the following
envision the transformation of retail customers. We aim to provide holistic, strategic imperatives for re-imagining
branches into engagement centres. need-based financial solutions by the role and architecture of Retail
Rather than being solely transactional, leveraging our diverse range of Branch Banking:

STRATEGIC IMPERATIVES

z h il A

= Customer IW lll
Lifecycle Digital
Engagement Service First Transformation

Micro market Al Analytics Customer life Growth

focused driven customer centric insight led segments:
multi format conversations propositions Rural,
distribution ‘— (Next Best Action) * ‘i' Government

science Q 3 ([ — ,/’,//V
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Micro-market focused multi units with self-service kiosks, as well
format distribution as business correspondent-based Medium-term Goal
models. Our approach has led to an (in 24 months)

We are transforming branch banking

into a multi-format model based on a
granular micro market approach. This
involves using a multi-variate model

80% expansion in high potential pin
codes. We closely track profitability
and break-even for each format to
ensure targeted investments and

To have a presence in
e 711 Districts (Current as on
March 2023: 697)

o an  CoSefcivensss, By xpercingcur * 6000 e Touno Curenta
9 , bop presence in identified locations through on March 2023: 4,080)
demographics, deposits and advances : .
. o . multiple formats, we not only increase e Based on need-based and
data, delinquency insights, climate ) .
our catchment area but also benefit appropriate format

risk assessments, and future trends.
Branch formats may vary from full-
service phygital branches to smart
banking lobbies or digital banking

from network effects. Therefore, we
continue to invest in expanding our
presence in identified locations through
multiple formats.

Customer lifecycle
engagement and Al driven
customer conversations

We leverage our extensive branch
network as engagement centres to
have high impact conversations with
the customer to partner with them
over the long term. We source the right
customers through a differentiated
go-to-market approach and engage
in need-based conversations, offering
tailored product propositions. Our
relationship management architecture
ensures continuous nurturing and
implementation of next best actions

aimed at fulfilling customer needs. With  the relationship manager which then looking to enter the next leg of this

a 'service first culture', we leverage results in recommendations for the journey by leveraging the account
robust analytics and Al to suggest next best action for each customer. aggregator model and generative Al
personalised recommendations based Relationship managers are also capabilities to ensure that we have the
on customer transactions and digital equipped with real-time data for right proposition for the right customer
behaviour for services and products. immediate next best actions based at the right time.

This also allows for validation from on customer interactions. We are now

@ ‘ 0 0 ° o Qlll
A NN T, T 4T - ® mowm
«= B i T -~ L
Catchment Need Based Acquisition Onboarding Recommendations Relationship
Scoping Customer Onboarding (Welcome, (Next Best Action, Management
Conversations Immerse, Nourish)  Service Next Best Architecture
Action)
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Overview HDFC Bank

Our
Performance

How We
Create Value

Our

Strategy

Digital-led service first
organisation

We focus on voice of customer -led
process improvements and digitisation.
Some of the key improvements

over the year include differentiated
and priority servicing for senior
citizens & HNW customers, real-

time deliverable tracking and regular
alerts to customers on processing
milestones. We continue to embed
and enhance customer digital journeys
including Insta Service Journeys, in
sales, service and operations. Mobile-
first approach leveraging Aadhaar

and ‘Walk Out Working” (WOW)

Rural business growth levers

We develop curated propositions to
address the specific needs of semi-
urban and rural (SURU) markets.
Recently, we introduced 'Vishesh,'

an industry-first rural-focused
customer engagement management
programme. It provides customised
benefits like gold loan valuations, loan
processing fee waivers, discounts on
farm inputs, and access to agri-tech
services. To expand our rural reach,
we utilise business correspondents
and innovative models like the Bank
on Wheels. Additionally, we engage
customers through financial literacy
programmes and opinion leader
engagements to foster deeper
relationships and recognise their
contribution to society through an
acknowledgement initiative known as
'Samman Samaroh'. Collaborating with
partners such as Farmer Producer
Organisations (FPOs) and Micro, Small,
and Medium Enterprises (MSMEs),
enables active engagement with the
entire ecosystem in a comprehensive
manner.

straight through journeys, are some

of the initiatives that are helping us
achieve significant benefits, in terms
of improved customer experience.
With a digital-first mission, we are
unlocking operational efficiencies and
cost savings while delivering customer
delight. Going forward, we aim to build
a paperless retail experience through
a bouquet of customer-centric digital
journeys that make banking simple.

BizXpress is a new offering for
Digitising Business Customer
Experience especially in the Wholesale
and MSME space.

YV ES-H-ES:H

Premier Banking for Bharat

Responsible
Business

Statutory Reports and
Financial Statements

e HDFC Bank ranked no.1 for
two consecutive years on
relationship NPS

e 180+ self-service journeys
on ChatBanking

Approximately

6 Lakh

transactions processed
through insta service
journeys resulting in
reduction of TAT from 3 days
to < 3 mins

Dedicated Personal Banker for
all your banking and financial needs

People capability building

All the aforesaid initiatives and re-
imagined approach is complemented
by a massive focus on our own
People’s capability building through
a sharp and targeted strategy using

HDFC Bank Limited Integrated Annual Report 2022-23

Nurture, Care and Collaborate
approach. We are investing in
innovative ways of learning and
capability development using internal
and external partners and technology
enabled platforms for learning and
development.
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Virtual Relationship
Management

We have strengthened our Virtual
Relationship Management (VRM)
channel to provide enhanced
customer engagement and seamless
service experiences. Our VRM
strategy focuses on digital ease

and personalised, need-based
conversations. It is built on three
pillars: Virtual Relationship, Virtual
Sales, and Virtual Care. Virtual
Relationship is an effective approach
to cater to the needs of our managed
customer base. Virtual Sales

enables digital onboarding and KYC
verification, and Virtual Care enables
seamless customer service.

Our Virtual Relationship Managers
cover the entire customer life cycle
including saving, investing, borrowing,
transacting, and engaging. Leveraging
an Omnichannel Engagement
framework, data science-driven
interactions, and a talented pool

of well-trained Virtual Relationship
Managers, we have an advantage in
VRM. Our investments in technology
have upgraded customer-facing
solutions, such as Interactive Voice
Response Systems and digital
engagement platforms like Video
KYC, offering a world-class virtual
engagement framework. Our Virtual
Managers are complemented with

" Controller General of Accounts, March 2023

42

various digital tools such as web chat
with Eva (an Artificial Intelligence-
based chatbot), and service
assistance via Facebook Messenger.
Employees and Customers are the
capital for this business, and the
Bank has invested heavily in training
and development of its relationship
managers. Training covers product
knowledge, sales techniques,
communication skills, compliance and
regulatory requirements, and customer
relationship management skills.

With structured, secure, compliant,
and automated systems, we ensure
customer data privacy. Our VRM
framework provides seamless

24/7 access to customers, aligning
with global service standards. We
offer automated interactive voice
response (IVR) solutions in multiple
languages, delivering a wide range
of services. Through analytics-led
product distribution, we strive to be
the preferred bank for customers. Our
Virtual Care approach is an extension
of our customer-centric programme
called 'Infinite Smiles," aiming for
customer satisfaction in every
interaction.

IVR offered in

12 languages

Video KYC offered in

5 languages

Capturing flows from
Government and
Institutional (G&l)
Business

Our efforts to grow the Government
and Institutional business gathered
further momentum this past year.
The key pillars of growth for the
business are:

Dominance in agency
business

The Bank continues its dominance as
an agency bank. We are the largest
collector of direct taxes for CBDT'

in India and a leading bank for GST
collections and customs duty.

The Bank is now live for e-Freight
collections for Indian Railways
across all 16 railway zones in the
country, and for disbursement

of pension to retired railways
officials.

Collaborating with
Government of India

Further, the Bank has also signed

a Memorandum of Understanding
(MoU) with the Ministry of Defence,
Government of India, for offering
SPARSH (System for Pension
Administration) related pension
services. The Bank was also
empanelled by the Small Farmers Agri-
business Consortium (SFAC) to extend
its banking services beyond its farmers
and traders on the Electronic National
Agriculture Market (eNAM) platform.
Offerings will now extend to third party
service providers, e.g., cold storage
operators, supporting procurement
activities at mandis.
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Disbursing funds
to the last mile

The flow of funds from Finance
Commission welfare schemes and
Centrally Sponsored Schemes are
tracked at all points of distribution
down to the beneficiary level. This
execution approach has helped the
Bank increase its market share in
Government business to more than
35% this year. The Bank continues
to contribute to the implementation
of Government schemes across
states through Single Nodal Agency
(SNA) and Central Nodal Agency
accounts held by various Government
departments across the country.

Second largest disbursing
bank for the Public Financial
Management System (PFMS)
processing more than 375,000
Crore under various schemes.

Digital solutions - A key
driver of Government and
Institutional business

The growth in Government and
Institutional business was enhanced
by offering value-added digital
solutions. A solution penetrated
account maintains two to three

times the average monthly balance
versus a non-penetrated account. For
example, a gram panchayat enabled
with solutions for tax collections has
deposit value of 6.5X versus a non-
solution penetrated account. Likewise,
an education institution has 30X the
value when it is enabled with solutions
for collections, and pay-outs.

Launching new digital
products

Our CollectNow is an industry-first
comprehensive collections solution
that offers more than 15 online and
offline collection options. It also
provides unique benefits such as a
single form for on-boarding, single
settlement cycle for cards, UPI and
other online offerings. Customers
receive a single pay out report making
reconciliation easy. The FARSight
dashboard created by the Bank,
especially for its Government and
Institutional customers, is a user-
friendly tool allowing them to slice
and dice transaction data, monitor
assigned limits, and check balances
for various accounts under the multi—
level parent child set-up.

Investing for the future

Keeping in line with its commitment
to create a level playing field for
retailers across the country, Your
Bank has made an investment in the
Open Network for Digital Commerce
(ONDC). This will widen their access
to market by enabling them with digital
real estate. The Bank is committed
to scaling this initiative by launching
products that enable commerce
through this new protocol.

The Government and Institutional
business has a multiplier effect on
both the assets and the liabilities of
the Bank. With the growing emphasis
on digitisation of transactions and
the Government's drive towards
transparency, we recognise the
immense opportunity in this segment.

Responsible
Business

Statutory Reports and
Financial Statements

Leadership in
Payments Business

Our Payments Business is a

fully integrated enterprise that
encompasses the core functions of
issuance, acceptance, and consumer
finance, enabling us to cater to the
unique needs of every customer
segment. We maintain a prominent
presence and hold a significant market
share in the payments ecosystem
across all three functions.

The payments business also delivers
significant value to the bank due to
sheer number of customers it caters
to. This provides us the opportunity
to deepen relationships with existing
customers and expand the market by
engaging with new to bank and new to
credit customers. Fundamentally, the
Bank adopts an ecosystem approach
to payments, wherein the customers
access our payment space and are
leveraged to build liability business as
well as drive sticky profitability in the
asset business.

Issuance business provides extensive
range of payment solutions to the
customers in every segment. We
have grown significantly across Credit
Cards, Debit Cards, Prepaid Cards,
PayZapp Wallet, EMI and EPI/Direct
Pay. Acceptance business is all about
building the core network connecting
the entire payment ecosystem and
receipts business. Our full suite of
online and offline payment solutions
consists of Payment gateway, UPI,
EPI, SmartHub platform, POS/M POS,
QR Code and Scan & Pay, among
others. Within acceptance business,
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e No. 1 in Credit cards:
28.6% Market share

e No.1in
Commercial Cards

* No. 2 in Debit Cards:
17% Market share

Merchant Acquiring business
provides the railroad for banking
solutions and payment offerings

to the largest customer segment

— MSMEs. Consumer Financing
consists of lending at the point of
sale i.e. the EMI business, and this
business feeds off the acceptance
and issuance business. We fund both
during purchase and post purchase
transactions through cutting-edge
offerings such as Cards EMI, Buy Now
Pay later (BNPL), digital loans, Smart
EMI — Credit, Smart EMI — Debit and
inventory finance, among others.

We have a comprehensive 360-degree
core payment strategy comprising

six pillars to continue to be leaders

in the payments space. We focus

on quality and scale of the portfolio
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e No. 2 in Overall Consumer finance

e No. 1in CC EMI - 44% Market share
No. 1 in DC EMI - Online Market share
e CD Market share 10%

through a diverse customer base,
healthy channel mix and sourcing
across geographies including semi-
urban and rural. Over the last few
years, we have built competencies in
deep portfolio engagement through
regular interactions, providing more
use cases, cross-sell and management
of attrition. Our platforms such as
SmartHub and PayZapp 2.0 have
provided a differentiated experience to
the customer since their launch. More
than 1.5 million merchants are using
SmartHub Vyapar for their various
business needs. The PayZapp 2.0

has seen a phenomenal response
with more than 1.1 million customers
within 45 days of its launch. It provides
unified experience across contactless
payments, QR-based payments, UPI
payments, and BNPL.

e No. 1 in Offline Card
Acceptance: 46%
Market share

e No. 1in Online Card
Acceptance:
47% Market share

e UPI (P2M): 12%
Market Share

e EPI: 25% Market Share

In the past year, HDFC Bank has
experienced remarkable Y-O-Y growth
of 70% in both value and volume for
its UPI service. This consistent upward
trend highlights the Bank's success.
We are actively improving our core
technology to handle the growing
volumes by implementing active-active
design and cloudification. Additionally,
we are preparing to introduce UPI Lite,
which will have the ability to facilitate
offline transactions.

Taken together, the spends on Debit
Card, Credit Card and direct account
debits account for approximately

26 Lakh Crore of volume processed
on the Bank’s network. In addition,
we are poised for healthy growth in
the segment with about 66% of our
incremental cards issued to new to
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Scale & Quality
sourcing

Best in class
Product

Core

Comprehensive
Portfolio management

Digital

credit card customers and 55% of our
sourcing is from deeper geographies.
This signifies the focus and work that

Technology and Digital

Our Technology and Digital (tech and
digital) pillar is both a key enabler

as well a key driver for our future
growth. Our approach is to leverage
tech and digital to strengthen the

%

Deep
Distribution

HDFC Bank
differentiators...

Enable
channels for
assisted/
unassisted
acquisition,
transactions &
service; reach
rural India

..further
strengthened
by Digital

Payments
Strategy

Platformication
& Partnerships

Service &
Customer Experience

we have done on expanding the base
to ensure continued growth.

Customer delight is at the core of
the strategy enabled by high service

key differentiators of the Bank and
continue to run and build a future
ready Digital Bank. This includes
enhancements in distribution,
acquisition, customer engagement,
underwriting and operations.

Sl 222
S A
Acquisition Customer

Scale Engagement
Improve Multi-channel
onboarding service &
experience; engagement;
enhance anywhere,
productivity anytime,
improve
customer
satisfaction

Strategy

Responsible
Business

Statutory Reports and
Financial Statements

quality standards and rapid digitisation
of processes which deliver a seamless
experience. We are on the verge of
launching a digital card platform which
is mobile-based and on cloud offering
the agility and nimbleness to change
products with quick turnaround.

We have also commenced work on
ONDC wherein we want to create

a prime mover advantage through
linking it with SmartHub and PayZapp.
This will expose our large base of

both merchants and customers to

a common marketplace enabling a
one-stop experience for both. We
continue to work designing such best-
in-class offerings that not just cater to
the needs of the customer, but also
play into our overall ecosystem-based
strategy that make banking simple.

We are operationalising this approach
through four key streams:

1. Transform the Bank — Building
new capabilities and platforms

2. Run the Bank — Modernise the
legacy systems

o &

\N¢ =
Underwriting Operations
Efficien
Leverage clency
internal, Make
external and processes
alternate data touchless,

for underwriting: zero error &

expand the safe; reduce
market cost-to-
income

Building a future-ready Digital Bank for India
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3. Building competencies/CoEs
— Developing engineering
capabilities

4. Nurture Tech Talent- Develop the
right talent pool

The first two streams focus on

building the line functions through
building customer-facing neo banking
experiences and frictionless journeys
backed by a resilient core and a cloud
native architecture built for scale.
While we still have some way to go, we
are already seeing the benefits of the
investments in these streams through
some of our success stories across

Heartland: Commercial
and Rural

Under the Commercial and Rural
Banking (CRB) segment, our aim is to
support the growth and success of
Micro, Small, and Medium Enterprises
(MSMEs) by providing access to
credit and other financial solutions
and services. We cater to MSMEs in
manufacturing, exports, employment,
retail and trade, supply chain network,
infrastructure, commercial agriculture,
commercial equipment and transport
and healthcare businesses. We are

Business

e Top MSME lender

e "Best SME Bank" award FY22
Asiamoney and Euromoney

e Top Financier in the
CVCE space

e Top in Vostro/Remittance
business
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the digital launches like PayZapp and
SmartHub Vyapar. For more details
refer pg 99.

The subsequent two streams focus
on building the right competencies
in terms of development factories
and people capabilities. The intent is
to build a tech thought process for
rapid technology adoption. We have
taken various initiatives such as Al
enablement, instituting innovation
lab to create rapid prototypes and
investments in low code/no code
platforms to enable automation

at scale. In addition, we are also
leveraging cloud technologies to
enhance operational efficiencies and

committed to resolving challenges
such as limited credit access, high
borrowing costs, and collateral
constraints that are faced by this
sector. Our lending activities under
this segment play a significant role in
meeting our Priority Sector Lending
(PSL) obligations. The CRB segment
not only contributes to profitability of
the Bank but also aids in achieving its
inclusion goals, with over 70% of the
core PSL for the Bank as on March 31,
20283 contributed by the CRB group.

Inclusion

¢ Highest ECLGS Disbursement

e CGTMSE award "Best
Guarantee Coverage FY23"
e Top achievement in
AlF campaigns

e #1 Private Bank in
Stand up India

deliver uninterrupted services to our
customers. This involves, hollowing the
core, building active-active architecture
and branch transformation efforts. For
more details refer pg 98.

In conclusion, our Bank's technology
and digital vision play a vital role in
driving our future growth. We remain
dedicated to staying at the forefront of
technological advancements, fostering
a culture of innovation, and developing
the right talent to drive our tech and
digital initiatives. By doing so, we are
poised for continued success, enabling
us to deliver exceptional value and
experiences to our customers in an
increasingly digital world.

Business Metrics - FY23

Asset Growth ~30%
Pre-tax ROA >3%
PSL >80%
Self Funding ~100%
Gross NPA ~1.5%

The goals in CRB are three-fold. - To
increase PSL lending, to grow the
book and to generate income along
with maintaining portfolio quality. Our
Bank’s PSL lending comprises 46% of
our total book of which 36% is organic.
CRB group has been clocking an
average of approximately 29% Y-O-Y
growth for the past eight quarters, with
a GNPA of 1.5% which is one of the
lowest in the industry.

We have in place a robust growth
strategy for all our major offerings. In
MSME segment, we already have a
strong presence across all states, with
a leading market share in 13 of them.
We are now building in granularity by
targeting district-level leadership.
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We continue to pursue agricultural
financing and consider the portfolio an
important wallet generator for the Bank
in the future. We see this potential as
trends shift from pre-crop working
capital financing to agri infrastructure
financing. Further as envisioned,

we have built a strong portfolio of
diverse offerings across high income
agri products such as dairy and
horticulture. Under agriculture finance,
we currently have a presence in 1.65
Lakh villages and we aim to reach 2.25
Lakh villages by the end of FY24.

We are currently the no.1 in the
transportation finance business.
We aim to grow this multi-fold by

3

S

5

Retail Assets

Our Retail Assets strategic pillar has
three key tenets for future growth.
Our strategy is to continually enhance
digital offerings across all our retail
assets to do this at prices attuned to
our risk appetite and to consistently
maintain our portfolio quality at high
levels.

offerings in new and under-penetrated
equipment category as well as non
equipment financing. We will do

this by leveraging our strong OEM
relationships, common distribution
channels, geographies and customer
base across our existing portfolio and
presence.

Digital journeys and digitisation is a
key enabler for growth in this segment.
We continue to digitise a major part

of CRB business. We are digitising
customer touchpoints, document
collection processes, sales service
and others, encompassing the entire

customer journey at the Bank. We have

enabled self-service digital capabilities

Our retail assets portfolio consists

of both secured and unsecured
lending products such as auto loans,
personal loans, gold loans, loans
against property and other retail loans.
Our focus is to provide customer
delight through in-house solutions
that provide us a competitive edge.
Our key indigenous digital products
such as Xpress Car loans, 10 Second
Personal loans, Digital loan against

Strategy

Responsible
Business

Statutory Reports and
Financial Statements

across all our branches. Going
forward, we aim to build capabilities
for digital underwriting through data
management and APlfication.

The segment that the CRB group
serves has a tremendous market
potential and the Bank is in an
excellent position to capitalise on this
opportunity through our extensive
reach, innovative capabilities and
digital prowess.

shares, and Digital loan against
Mutual funds, among others, enable
not only our existing customers but
also new to bank customers to avail
loans in a seamless manner. While

we continue to innovate and enhance
our digital offerings, we have ensured
robust analytics and risk management
capabilities to back these offerings.
Risk Management is at the core of our
product offerings; further there are
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robust underwriting mechanisms in
place to support our lending decisions.
We ensure prudent pricing across all
products factoring in the risk.

In addition as we increase the breadth
of our offerings, we are also conscious
of the quality of the portfolio we build.
A large portion of the customers we
target have a credit score above 760.
Our delinquency levels are one of the
lowest in the industry despite being the
market leader in most segments. We
have built-in processes and controls
and invested in our branch network

to manage the risks associated with

HDFC Bank edge for
Corporate Cluster

Corporate Banking remains a

steady contributor to our growth

and profitability. Our customer base
spans from prominent large business
houses, multinational corporations
(MNCs), manufacturing and service
sector companies to public sector
enterprises and financial institutions,
amongst others. Our focus is on

Shareholders

Dividend Distribution l&‘\ ............. @

Government
Statutory Payments

Employees
Salary Empanelment

Balance Sheet Support l'

Working Capital & Term Lending
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loans. We have taken specific steps in
this regard with the intent to grow our
Gold Loan portfolio.

Going forward, we are looking to tap
into Government employees as a
major target segment for our products,
and are also excited about the New

to Bank (NTB) 10 sec loans to be
launched in the coming quarters.

As we move forward with the merger,
we aim to capitalise on and retain the
strengths of HDFC Limited combined
with the strengths of the Bank to
ensure a best-in-class home loan
offering. This combination gears

holistic corporate engagement and
serving them by extending credit as
well as by offering banking products
and solutions that assist corporations
in managing their entire financial
business cycle. Our corporate
touchpoints encompass the gamut of
their banking needs including working
capital and term loans at the inception
of a project, operational solutions such
as cash management, supply-chain
integration, international trade financing
and payment solutions such as tax

d y
P -
il [

: Corporate
Ecosystem %
| &<
Aih R

us to becoming the primary banker

to customers across their financial
lifecycle through the power of
bundling. On the personal loan front,
we aim to build the business further
through a focus on digital offerings,
appropriate target market identification
and cross-selling to HDFC Limited
customer base.

The way forward for us is to continue
to offer loans seamlessly across
geographies, expanding our reach

in semi-urban and rural markets for
deeper penetration and maintain our
leadership in urban areas and cities.

management and payroll management.
Our comprehensive range of

products and services along with our
relationship approach provides us with
competitive advantage.

The corporate loan book has grown
by about 12% on a y-o-y basis. While
we focus on growth, we ensure pricing
discipline and are selective in the
exposures we undertake. We have a
well-diversified book across multiple
industries. The average rating of the
book is between AA to AA+.

Channel
Supply Chain Finance

Suppliers/Dealers
Cash Management

Cross Border Vendors
e Trade
e Cross Border Transactions

an
1= Customers
e Digital Integrations

e API Integrations

* H2H
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Key Growth Drivers

Leveraging New to Bank Liability Strategy Yield & Spread Creating Vertical
Existing Acquisition Improvement focus
Relationship . * Foous on , o
e Targeting MNCs underlying float e Tight liquidity e |Large Corporate
¢ Assessment of e Engaging with products expected Coverage (LCC)
potential products Corporate Group ¢ Improving e Continue to be ¢ Public Sector
e [Effective solutions companies share of wallet selective on assets Undertaking (PSU)
for gaining wallet e Geographical of transaction e ~90% floating e Multinational
share expansion banking book Companies
e Pooling bank to (MNCs)

the Corporates

We endeavour to leverage our strong Engagement (CE) and creating an approach and investing in enabling
relationships with existing customers ecosystem for seamless banking. We ERP integration across functions.

to increase our wallet share. This are enhancing employee experience Through these initiatives, we are
entails deepening share within through the launch of platforms re-imagining the corporate cluster to
existing products as well as designing enabling an end-to-end journey for function as a digital corporate bank.
effective solutions across their needs the relationship managers, actionable We believe the runway is long and

to increase their product holding. In analytics, pricing intelligence and our aim is to serve Corporates with
addition, we are also focussing on dashboard automation. On the the entire gamut of products and
new to bank acquisitions through customer front, we are shifting from services and capitalise on the benefit
engagement with large corporates, a product focus to an ecosystem of synergies across our Bank.

targetting Government undertakings
and MNCs to expand our reach. We
aim to capitalise on the Government
infrastructure push and production-
linked incentive scheme (PLI) which will
open up incremental opportunity for
the banking sector. We have also put
in place a liability strategy to improve
wallet share through our transaction
banking, viz, cash management,
payments, and trade solutions. Supply
chain financing is also a key growth
driver for the Bank. We are bolstering
this through the use of technology
such as our supply chain platform

that acts as a one-stop shop for
transaction needs, as well as the
development of need-based offerings.

In the current year, we have embarked
on strategic digital transformation

to further widen and deepen wallet
share from Corporates by enhancing
Employee Experience (EX), Customer
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Expanding Wealth
Management

Wealth Management holds significant
importance for the Bank, and we

have prioritised catering to the Super
Affluent and Mass Affluent customer
segments to drive growth. It's worth
noting that a significant portion of
wealth in India is spread across

not just the top 30 cities but also
beyond them. Further the growth in
annual income at all levels is a huge
opportunity for Wealth Management.
To tap into this potential, the Bank is
actively working towards expanding its
wealth relationship team and extending
its presence in B30 (beyond top 30)
cities through a hub and spoke model.
In the current year, the Bank grew

its reach and is serving 1.41 Lakh
customers across 923 locations with
an active AUM of exceeding 34,30,000
Crore including MF AUM of 73,000
Crore. By FY24 we plan to reach more

than 1,200 locations across India. We
will be serving our customer segments
through any of the touchpoints best
suited to their needs, which includes
physical, virtual, or digital engagement
channels.

On the back of the Customer First
and Service First Culture, the Bank
follows a three-pronged approach

to wealth management focusing

on the relationship manager, the
service relationship manager, and the
investment analyst. The relationship
manager acts as a single point of
contact for the customer while the
service relationship manager enables
a service first culture catering to all
the service needs of the customer.
The investment analyst also plays

a key role through robust research
and review of asset allocation and
portfolio management, thus ensuring
wealth creation. We are making deep

investments in the development of
talent across all three categories to
ensure future-ready employees to
serve our entire spectrum of clients.

As part of the overall Bank priority

of technology-first, we are investing
extensively in digital assets. Our

soon to be launched enhanced
SmartWealth app aims to provide
intuitive end-to-end consumer wealth
creation journey. The app will enable
goal setting, automated risk profiling,
curated recommendations for asset
allocation, seamless investments

and transactions, management of
investment portfolio and regular
monitoring. It is visioned to be a

mass market app catering to diverse
customer segments. Our objective is to
provide a personalised experience that
democratises wealth management,
ensuring accessibility for all our
customers.

T} HDFC BANK || Wealth

ONLY THE BEST

FOR YOU
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Digital Marketing

Our digital marketing strategy focuses
on creating brand awareness and
building brand loyalty for our financial
solutions and services. It also aims to
convert the purchasing behaviour of
our customers to adopt unassisted
digital journeys both for improving
customer experience as well as saving
costs to the Bank. To achieve this, we
deeply analyse customer behaviour
and preferences, identify cohorts for
pitching the most relevant products
services, personalise their experiences
on our digital properties to create
consideration and when customers
show a high purchase intent, provide
them with frictionless customer
journeys to conclude a sale. Our goal
is to address customer requirements
with the right product, at the right
time, and through their preferred
communication channel.

By executing this strategy, we aim

to improve our direct contribution to
business generation. Evidence of our
success can be seen in the growth of
customer visits to our website/digital
properties and completion of product
purchase journeys. To implement

our strategy effectively, we utilise an
omni-channel approach, leveraging
our digital properties (website, Net and
MobileBanking), naotifications, SMS,
email, WhatsApp, and paid media
including social media.

Our communication is based on
advanced Al/ML models to ensure
segmentation and personalisation.

Additionally, we invest in advanced
analytics and data science using
cloud-based tools to gain a deep
understanding of customer behaviour,
curate personalised interventions,
and execute digital marketing plans
at scale. We have revamped our
digital journeys for loans, deposits,
and payment solutions, enabling
customers to purchase products in

a frictionless manner. Our advanced
analytics engine, 'Spark Beyond,'
allows us to test hypotheses, build
models, and understand customer
needs for meaningful interactions

and relationship building. To drive
end-to-end outcome of unassisted
business generation, we work in cross-
functional teams called PODs. These
PODs comprising the marketing,

Internal and external
channels

Responsible
Business

Statutory Reports and
Financial Statements

business and product teams drive
completion of purchase journeys
leveraging data-backed analyses to
solve business problems. Finally, we
actively stimulate customer advocacy
by addressing grievances, managing
online reputation, and utilising ratings,
reviews, and testimonials to earn
customer trust and create brand
advocates.

Our Robust IT and Risk management
structure enables secured handling
of client information which is of
paramount importance to us.

120 Crore

No. of customer visits
to our website in FY23

Advanced analytics
and data science

Digital
Marketing
Execution

Stimulating customer
advocacy
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Multidisciplinary
cross functional
teams (PODs)
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Evolving business environment

Globally, banking and

non-banking sectors are
facing challenges such

as inflation, monetary
policy tightening, and
geopolitical risks.
However, the Indian
banking sector has
emerged stronger on
the back of improved
asset quality and
strong capital buffers.
Policymakers remain
mindful of evolving
macroeconomic
conditions that may
impact regulated
entities. Despite these
challenges, India is
expected to remain
the fastest growing
major economy. The
Reserve Bank of India
(RBI) is focusing on

encouraging technology

and innovation while
containing systemic
risks.
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India shines in the
midst of global
economic volatility

Global economic growth is set to
moderate in 2023, largely on account
of global monetary tightening. Central
banks are likely to keep monetary
conditions tight through the year as
underlying price pressures remain
sticky and labour markets are tight

in several advanced economies. The
recent turmoil in the US regional
banking sector and slower than
expected economic recovery in China
are other risks to the global economic
outlook. After removing COVID-19
related restrictions, China’s economy
bounced back with 4.5% y-o-y GDP
growth in Q1 2023. However, recent
high frequency data suggests that the
recovery momentum in China might be
slowing.

In 2023, slowdown in developed
economies is likely to be the major
drag on global growth. The World
Bank estimates global GDP growth at
2.1% in 2023 vs. 3.1% in 2022. Growth
in advanced economies is expected

to slow to 0.7% in 2023 from 2.6% in
2022, while growth in emerging market

l Our Response

We conduct regular topical

stress testing to assess the
potential impact of geopolitical,
macroeconomic, and sectoral
trends. Based on the current
information available, we do not
foresee any significant risks arising
out of the banking sector turmoil
in the USA. In addition, we actively

and developing economies is expected
to be marginally better as compared to
2022 (4.0% in 2023 vs. 3.7% in 2022).

On the domestic front, India’s GDP
growth is estimated at 6.0% for

FY24 vs. 7.2% in FY23. In FY24,

the Government's focus on capital
expenditure and capacity building is
expected to support growth. On the
external front, India’s export growth is
expected to moderate and weigh on
overall growth. Despite the moderation
in growth, India is expected to remain
the fastest growing major economy.
Domestic inflation is expected to
moderate below the RBI’'s upper target
of 6% in FY24, supported by easing
supply chain pressures and pass
through of interest rate hikes.

6.0%

India’s estimated GDP growth FY24

monitor and mitigate global and
country-level risks. As necessary,
we adapt our strategies and
actions accordingly to ensure the
ongoing stability and resilience of
our operations.
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The Government, RBI
are promoting banking
innovation using
technology

The introduction of UPI 123 Pay

has facilitated access to the Unified
Payments Interface (UPI) for more than
40 Crore feature phone subscribers in
the country. This has enabled even the
non-smartphone users to undertake
digital transactions. In addition, to
further deepen financial inclusion,
Prime Minister Narendra Modi
inaugurated 75 Digital Banking Units
(DBUs) across 75 districts. These units
will provide comprehensive services
related to savings, credit, investment,
and insurance. The RBI has created

l Our Response

The Bank is actively embracing
the new wave of technology
and innovation promoted by the
Government, positioning us at
the forefront of new-age Digital
Banking by making it simpler,
faster, and more convenient.
We are leveraging cutting-
edge technology to pioneer
innovative solutions within the
industry. As a testament to our
commitment, we have launched
several pioneering programmes
such as our Cattle Finance App,
a one-touch solution designed
to empower dairy farmers by
providing them with an end-to-

guidelines on the role of DBUs, and
these units will provide end-to-end
digital processing of small ticket retail
and MSME loans, starting from online
applications to disbursals.

UPI Lite facilitates low-value
transactions in offline mode through
on-device wallets, enabling users to
make transactions even when they
do not have access to the internet. In
November 2022, the RBI launched a

end digital processing platform.
Additionally, we have introduced
Digital Rupee (CBDC-R), a digital
alternative to physical cash
transactions, with a significant
number of bank customers and
merchants already utilizing this
innovative solution across multiple
cities. HDFC Bank's UPI has also
demonstrated impressive year-
on-year growth of 70% in both
value and volumes, indicating

a consistent upward trend. Our
Offline Pay initiative is enabling
digital transactions without

the need for network and was

Responsible
Business

Statutory Reports and
Financial Statements

pilot project on Central Bank Digital
Currency (CBDCQ), with a use case for
the wholesale digital rupee. This was
used for the settlement of secondary
market transactions in Government
securities, which could reduce
transaction costs.

Furthermore, the RBI has launched
a pilot project to digitise Kisan Credit
Card (KCC) lending, which aims to
improve efficiency, cost savings,

and reduce turnaround time. The
digitisation of KCC lending is expected
to transform the flow of credit in the
rural economy, making it easier and
faster for farmers to access credit,
which can support their farming
activities and boost their income.

successfully piloted in 19 cities
across different tiers. We have also
started with implementation of
Generative Al and aim to harness
its capabilities to streamline,
automate as well as bring in agility
to our operations. Digi-Passbook
and Signature verification are some
other initiatives undertaken.
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Growing focus

on data privacy

and cybersecurity
measures in financial
services

The increasing digitisation and
technological transformation of
financial services have brought about
heightened concerns over cyber
security risks and data privacy.

As the financial ecosystem shifts
towards open banking, ecosystem

l Our Response

HDFC Bank prioritises
cybersecurity and privacy risks. It
is implementing measures such
as a next-generation Security
Operations Centre, Security
Orchestration, Automation &
Response, and a zero-trust
architecture. Our comprehensive
information security programme,
led by the CISO, ensures the
confidentiality, integrity, and
availability of our infrastructure.

Growing significance
of climate change and
ESG issues

The impact of climate-related

events has already been disruptive,
and there is a global push to
incorporate sustainability practices

in business operations through ESG
considerations. The financial services
industry is expected to consider ESG
and climate-related risks in decision-
making. The Reserve Bank of India has
also recognised the potential physical
and transition risks arising from climate

54

banking, digital payments, and lending,
banks and financial institutions are
faced with the need to have robust IT
infrastructure with resilient systems
and stringent policies. To mitigate

the risks and safeguard customer
interests, regulatory bodies are
implementing safe practices and
stringent policies. The RBI has

been proactively taking steps to

keep supervised entities abreast of
new security challenges and cyber
threats, including revising draft
master directions on outsourcing of IT
services. RBI has released updated

Additionally, our Board of Directors
provide oversight of the information
security programme, ensuring

that cyber security and privacy
receive attention from the highest
governing body of the Bank. Further,
we understand the importance

of privacy in the digital age and

the responsibility we have in
handling personal information.

We have established a robust
privacy governance framework

change, which could have an impact
on the sustainability and financial
soundness of individual regulated
entities and systemic financial stability.
In July 2022, the Reserve Bank of
India released a discussion paper

IT governance and risk management
frameworks for regulated entities

for public comments. Continuous
knowledge acquisition and staying
ahead of the curve in cyber security
measures will be crucial for financial
institutions to maintain a secure digital
environment for their customers.

which includes a designated Data
Privacy Officer, cross-functional
privacy champions, and a clear
chain of responsibility for privacy-
related matters. We embrace the
principles of Privacy by Design to
embed privacy safeguards into our
processes from the outset.

Read more on P9 @

on Climate Risk and Sustainable
Finance, recommending regulated
entities including Banks to incorporate
climate-related and environmental
risks in their business strategies,
governance and risk management
frameworks, and adopt a forward-
looking, comprehensive, and strategic
approach to dealing with climate-
related risks. In April 2023, the RBI has
also issued a framework for accepting
green deposits by regulated entities.
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Our unwavering dedication

to ESG principles remains at

the core of our operations,
enabling us to align our business
practices with sustainability and
generate positive impacts on
the environment and society.
We have implemented a
comprehensive ESG framework
that addresses climate related
and other ESG risks. With a
robust governance structure

in place, we ensure that ESG
matters are given utmost
attention at the highest level. We

The changing world
of work

Global workforce trends are shifting as
many people rethink how and where
they want to work. The fundamental
shift in how people have been working
post the COVID-19 pandemic has
brought about significant changes

in work dynamics. There is now a
heightened focus on physical and
mental well-being as well as hybrid and

Our Response

We are actively investing in
employee engagement and
retention. We meet the evolving
talent needs of the organisation
by embracing digitisation and
enhancing employee engagement.
We are focusing on nurturing
talent through insightful learning
and development programmes,

continue our efforts to reduce energy
consumption and are actively reviewing
our infrastructure and facilities to
reduce our footprint. Further, in line
with our pledge to achieve carbon
neutrality by FY32, we are making
significant efforts to reduce our Scope
1, 2 and 3 emissions. Our credit
appraisal and approval processes
encompass a comprehensive
evaluation of environmental

and social risks. Through our
enhanced assessment template,

we thoroughly assess risks related

to the environment, health, social

flexible work environment. With the
growing demand for skilled talent in IT
and digital technologies, there are also
very high attrition levels witnessed in
the IT segment and frontline staff. An
exclusive HR trend analysis conducted
by consulting firm Aon reveals a
significant acceleration in attrition
within the financial services segment.
According to the analysis, the overall
attrition rate in the banking sector was
24.7% between January 2022 and
September 2022.

videos and e-learning modules.
Additionally, we have significantly
strengthened our talent acquisition
efforts, hiring more than 85,000
employees in FY23. We believe
that the health and safety of our
employees and their families

are of utmost importance. Our
flagship initiative, 'HDFC Bank

HDFC Bank Limited Integrated Annual Report 2022-23

Our
Strategy

Responsible
Business

Statutory Reports and
Financial Statements

aspects, and safety, providing

a holistic approach to credit
appraisal. Besides monitoring the
implications of our own operations,
we also plan to enhance our
commitment to financing climate
change solutions such as

energy transition, renewables,
energy efficiency, sustainable
transportation, green buildings,
climate smart agriculture, among
others.

Read more on PY @

In addition, people now have the
ability to work from anywhere in the
world, making the talent landscape
borderless and far more competitive.
The world of work continues to
evolve, impacted by an increasing
battle for attracting and retaining skills
and exacerbated by trends of 'great
resignation' and flexible, hybrid work
requirements.

Cares,' is designed to prioritise the
well-being of our employees by
providing resources and a platform
for physical, mental, emotional,
and financial wellness.

Read more on P9 @
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Comprehensive and

well-monitored framework

Our robust and
independent risk
management framework
effectively addresses
both financial and
non-financial risks,
establishing us as a
responsible banker.
Our risk policies and
processes supported
by technology and
governance, have
enabled us to navigate
uncertain and disruptive
times while maintaining
growth. Moving forward,
we are committed to
managing the risks
associated with an
imminent merger
through thorough due
diligence, meticulous
integration planning,
robust risk mitigation
strategies, and efficient
monitoring. Our goal is
to facilitate a smooth
and successful merger
process, minimizing
disruptions to our
operations, integrating
people, and delivering
enhanced value to our
stakeholders.
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HDFC BANK’S RISK MANAGEMENT FRAMEWORK

Governance

Board of Directors
Board Committees
Management Committees

Risk Governance

Our comprehensive risk management
is overseen by our Board of Directors.
They have established the Risk Policy
& Monitoring Committee (RPMC) to
ensure the effective implementation of
our risk strategy. The RPMC plays a
crucial role in guiding the development
of policies, procedures, and systems,
and continuously evaluates their
suitability and relevance to the evolving
business landscape and our risk
tolerance.

Frameworks

Risk Appetite
Risk Policies, Procedures and Systems

o b=
9 E
% Internal Capital Adequacy Assessment Process <
1 and Stress Testing ®
c
& =
Q 2
(&) £
Assessment Control Reporting
Risk Identification, Risk Limits, Risk MIS &
Measurement, Monitoring, Actions
Approval as Mitigation
applicable

Heading the independent Risk
Management Group (RMG) is the Chief
Risk Officer (CRO), who maintains
regular communication with RPMC
members. The RMG is primarily
responsible for executing the risk
strategy approved by the Board.

This entails developing policies,
procedures, and systems to identify,
measure, monitor, assess, and
manage risks effectively. We have
institutionalised a senior management
committee to oversee the integration
which ensures that the risks emanating
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owing to the integration are measured
and adequately addressed along with
other integration related decisions.

Risk frameworks and their
implementation

The nature of our business and the
regulatory and external environments
expose us to various risks. Our primary
risks include credit risk, market risk,
liquidity risk, operational risk, cyber
security, technology risk and data

risk. Additionally, our operations entail

compliance and reputation risks,

as well as ESG risks. To address
these risks, we have established an
aggregate risk appetite framework.
Furthermore, risk-specific policies,
limits and triggers are implemented
to operationalise the appetites for
individual risk types. We have also
taken comprehensive measures to
ensure our preparedness in managing
the risks associated with the merger.

We have a structured management
framework called the Internal Capital

Adequacy Assessment Process
(ICAAP) to identify, assess, and
manage all risks that could potentially
have a significant negative impact on
our business, financial position, or
capital adequacy.

Regular capture and reporting of

risk exposures occur, ensuring that
the relevant management levels are
informed, and appropriate mitigation
measures are initiated. We also
continuously evaluate the effectiveness
of our existing risk models, including
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assumptions and parameters, and
refine them to adapt to changing
circumstances.

To ensure independent evaluation,

we maintain an Internal Audit
Department responsible for assessing
the adequacy and effectiveness of all
internal controls, risk management
practices, governance systems, and
processes.

To foster a strong culture of checks
and balances and eliminate potential
conflicts of interest, we have separated
the Risk, Audit, and Compliance
functions from the Business functions.
This separation enables a dedicated
focus on revenue generation, as well
as risk management and control.

Key risk management
initiatives

The Bank recognises the importance
of stress testing as an integral risk
management tool. In addition to
standard stress scenarios, we conduct
stress testing based on topical themes
driven by geopolitical, macroeconomic,
and sectoral trends. This approach
allows us to focus on specific areas

of our portfolio and serves as an early
warning system for potential actions.
We have conducted stress tests on
various themes to evaluate the impact
on our portfolio and identify impacted
borrowers. Further various measures
to mitigate global risks are taken as
detailed below:

e Banking sector instability in the US:
Over the past year, our bank has
taken significant steps to safeguard
from potential global banking crises.
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We have implemented a rigorous
credit risk assessment process that
involves thorough due diligence

and ongoing monitoring of our loan
portfolio. This has helped us identify
and address potential credit risks in a
timely manner, reducing our exposure
to such events.

Tighter monetary policy resulting

in an extended period of elevated
interest rates: Our bank has
implemented several measures to
manage the risks associated with
rising interest rates throughout the
year. This includes implementing
robust risk management practices,
diversifying our asset portfolio, and
maintaining a strong capital and
liquidity position. The bank closely
monitors interest rate movements
and takes proactive measures to
mitigate and withstand any potential
shocks.

Growing tensions between China
and Taiwan: As part of our risk
management strategy, we have
broadly assessed the impact of
ongoing conflict between China and
Taiwan. Although the direct impact of
the conflict is unlikely to be material
for the Bank, we are keeping a close
watch on the situation.

De-dollarisation: Recently, there

has been a growing trend among
nations and market participants to
reduce reliance on the U.S. dollar
and explore alternative currencies

or payment systems. The bank

is closely monitoring the ongoing
geopolitical events and shift in global
trade patterns.

We are also increasing our focus

on non-financial risks by elevating
discussions of these risks in our Risk
Management and Board committees.
This includes operational risk,
technology risk, reputation risk, and
more. We are enhancing our policies,
procedures, and risk assessment
frameworks to effectively manage
these risks, and this process of
improvement will be ongoing.

We are leveraging technology to
automate our risk management
processes. This enables us to bring
in efficiencies, improve accuracy,
enhance user control, and maintain
thorough audit trails. By embracing
technological advancements, we aim
to strengthen our risk management
capabilities. The inherent risk in
technology is also recognised, and
risks emanating from the new age
solutions based on Al/ML techniques
are being comprehensively assessed
through the lenses of Data Privacy,
Data Security, Data Quality, Model
fairness and efficacy, etc.
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Credit Risk

The risk which arises from default by
borrowers in their terms of contract
with the Bank especially failure to
make payments or repayments

~
IIn
Market Risk

The risk of potential loss on account of
adverse changes in market variables
which affect the value of financial
instruments that the Bank holds as a
part of its statutory reserves or trading
activity, such as market instruments,
debt securities, equities, foreign
exchange and derivative instruments.

W

Compliance Risk

The risk of legal or regulatory
sanctions, as a result of failure
to comply with applicable laws,
regulations and standards.

Mitigation

Credit Risk Management
formulates credit risk policies

and procedures for managing

the credit risk and ensuring
portfolio composition and quality.
It establishes risk limits, conducts
periodic portfolio reviews and
stress tests. It exercises oversight
on the strategy and underwriting
functions of the Credit group
managed by Chief Credit Officer.

Mitigation

A well-defined Board approved
Market Risk Policy, Investment
Policy, Foreign Exchange Trading
Policy and Derivatives Policy along
with robust control activities caps
the risk at trading desk level and
also at securities level through
trading risk limits in line with the
Bank’s risk appetite.

Portfolio-level evaluation and
risk mitigation measures are also
implemented.

Mitigation

Robust Board-approved
Compliance policy in place which
is reviewed on an annual basis.
The Compliance function tracks
and reviews compliance with
regulatory guidelines. An intricate
internal control framework and
other measures are implemented
to enhance the compliance culture
within the organization.
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Strategies

Maintaining healthy asset
quality with optimal risk-reward
considerations

Capitals Impacted

S8 &Y

Strategies

Optimising profitability of marked-
to-market products within the
constraints of liquidity and market
risk appetite of the Bank.

Capitals Impacted

&

Strategies

Ensuring businesses work within
the contours of regulation.

Capitals Impacted

&
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Operational Risk

Operational risk arises from inadequate

or failed internal processes, people

and systems or from external events. It

includes risk of loss due to legal risk.

Climate Risk

At a broader level, risks from climate
change are typically divided into:

Physical risks

Economic losses (physical damage
to property and assets) from extreme
weather events attributed to climate
change

Transition risks

The possible process of adjustment to
a low carbon economy and its possible
effects on the value of financial assets

and liabilities
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Mitigation

The Bank has a Board-

approved Operational Risk
Management Policy, which
outlines the governance structure
and processes for managing
operational risk. This structure
consists of three lines of defence:
the business line (including support
and operations) is the first line,

an independent Operational Risk
Management Department (ORMD)
is the second line, and Internal
Audit is the third line. These units
work together to manage, monitor,
and mitigate operational risks
effectively.

Mitigation

We have implemented an ESG
policy framework to mitigate
associated risks. Environmental
and social risk assessment is
integrated into our credit appraisal
and approval process. Large
industrial/infrastructure projects
undergo evaluation using the
SEMS framework, which considers
environmental, health, social,

and safety risks. Additionally, we
actively monitor and externally
verify our carbon emissions

to manage and reduce our
environmental impact.

Strategies

Minimizing operational losses
through risk mitigation

Capitals Impacted

Strategies

We are actively exploring
frameworks to model and assess
climate risk. For this purpose, we
have partnered with an independent
global agency to source models for
assessing climate transition risk.
Additionally, we are committed

to acquiring granular data and
utilizing BRSR data to strengthen
our climate risk assessment tools
and conduct scenario analysis.
Furthermore, we have established
specific targets for reducing our
greenhouse gas (GHG) emissions
and are actively pursuing actions to
achieve the same.

Capitals Impacted
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Liquidity Risk

Liquidity risk is the risk that the Bank
may not be able to meet its financial

obligations as they fall due without
incurring unacceptable losses.

o

LA,
Reputation Risk

Any adverse stakeholder and public
perception about our Bank may
negatively impact our ability to attract
and retain customers and may expose
us to litigation and regulatory actions.

Lo}
Technology Risk

Risks associated with the use,
ownership, operation, involvement,
influence, and adoption of IT within

an enterprise, as well as business
disruption due to technological failures.

Mitigation

The Bank has a well-defined Asset
Liability Management policy that
outlines the framework for liquidity
and interest rate risk management.
We have implemented a robust
mechanism to monitor cash flow
mismatches and critical ratios,
including Basel lll ratios, under
normal and stressed conditions.
Additionally, we have an extensive
intraday liquidity risk management
framework to monitor intraday
positions throughout the day.

Mitigation

We maintain regular
communication with our
stakeholders through appropriate
engagement mechanisms to
address their expectations and
address any concerns they may
have.

The Bank identifies reputation

risk to be a material risk in its
ICAAP Policy and an assessment
framework has been established to
monitor the level of reputation risk.

Mitigation

We have established well-

defined Information technology &
Digital risk framework, policies,
procedures, templates, and risk
assessment methodologies for
Technology risk management. This
comprehensive framework allows
for the assessment of [T solutions,
entities offering IT and related
services (Third Party Risk), and the
implementation of new technology
and digital initiatives.

Responsible Statutory Reports and
Business Financial Statements
Strategies

e To maintain healthy liquidity as
evidenced in Liquidity Coverage
Ratio (LCR)/Net Stability Funding
Ratio (NSFR) in line with our
Balance sheet size to tide over any
unforeseen stress scenarios.

e Maintaining competitive cost of
funds.

Capitals Impacted
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Strategies

e Delivering superior customer
experience.

¢ \Wide range of products and
services.

e Strengthening grievance handling
mechanism.

Capitals Impacted

&

Strategies

e Ensure alignment of Business and
IT Strategies to provide services
availability and superior customer
experience.

e Making extensive progress
on some of the key initiatives
that are part of our technology
transformation agenda.

Capitals Impacted

ORI )
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&
Cyber and Data Risk

Risk of cyber-attacks on our Bank’s
systems through hacking, phishing,
ransomware and other means,
resulting in disruption of our services
or theft or leak of sensitive internal
data or customer information.
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Mitigation

We assess each cyber threat,
including data privacy concerns,
based on the framework of Identify,
Protect, Detect, Respond, and
Recover. To mitigate these risks,
we have implemented various
controls such as firewalls, anti-
malware, anti-advance persistent
threat (ATP) systems, data loss
prevention (DLP) measures,
Domain-based Message
Authentication, Reporting and
Conformance (“DMARC”) solution,
Red Teaming, intrusion prevention
and detection systems, digital
rights management (DRM)

and a 24/7 security operation
centre (SOC) along with forensic
solutions.

The bank has upgraded its
monitoring and detection by
deploying next generation security
incident/event management
solution augmented by artificial
intelligence and machine learning
capabilities along with its strong
UEBA (User Entity Behavioural
Analysis) functionalities and inbuilt
threat modelling.

The bank has a dedicated program
for attack surface management
that includes continuous attack
surface discovery and hunting for
weaknesses on the discovered
assets.

Furthermore, we have implemented
the General Data Protection
Regulation (GDPR) across

relevant operations to ensure data
protection.

The Bank's Data privacy
program is a highly regulated
initiative headed by Data Privacy

Officer (DPO) under the direct
supervision of the Board and

the Chief Information Security
Officer (CISQO). A privacy by
design approach is central to our
data privacy program to address
privacy related risk. Our privacy
program embeds 10 privacy
principles in the varied processes
and technologies across Bank's
products and services to protect
this organisation from financial,
regulatory, operational, and brand
damage.

The Bank also complies with ISO
27001:2013, ISO 22301:2019 and
PCI DSS standards, demonstrating
our commitment to information
security and safeguarding
customer data.

Strategies

e Robust governance over
information and cyber security
framework through the IT
Strategy and Information security
committee and Information
Security Group

e \arious mitigation measures
including state-of-art antivirus
programme, network security
management, vulnerability
management, cyber security and
data privacy measures

e Continuous information security
awareness for employees and
customers

Capitals Impacted
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Risk of spill-over from
Subsidiaries

Risk arising from subsidiaries refers
to potential uncertainties or adverse
events that can impact the operations,
financial stability, reputation, or
strategic objectives of holding

company due to subsidiary operations.

Mitigation Strategies

e Establishing group level oversight
to monitor and manage risk
across subsidiaries.

Your Bank has two subsidiaries,
HDB Financial Services Limited
and HDFC Securities Limited.
The Board of each subsidiary

is responsible for managing

their respective material risks
(Credit Risk, Concentration Risk,
Market Risk, Operational Risk,
Liquidity Risk, Technology Risk,
Reputation Risk, Compliance
Risk, and others). The Group Risk
Management Committee (GRMC)
was instituted in your Bank under
the ICAAP framework to establish
a formal and dedicated structure
to periodically review the nature
/quantum of material risks of

the subsidiaries and provide
guidance, as deemed fit, on the
risk management practices. Stress
testing for the group as a whole is
carried out by integrating the stress
tests of the subsidiaries. Similarly,
capital adequacy projections are
formulated for the group after

incorporating the business/capital 9 .?.
plans of the subsidiaries. e g%

e Conducting stress-test of
subsidiaries to assess risks.

e Including subsidiary business
plans and capital positions in
capital adequacy projections.

Capitals Impacted
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Business Continuity Management, Information &
Cyber Security Practices and Data Privacy Measures

Building resilience for
tomorrow's success

As the world undergoes
rapid changes and

the threat landscape
constantly evolves,
HDFC Bank takes
proactive measures to
ensure the reliability and
seamless continuity of
its operations.
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As the world undergoes rapid changes
and the threat landscape constantly
evolves, HDFC Bank takes proactive
measures to ensure the reliability and
seamless continuity of our operations.
We prioritise the highest standards of
Information & Cyber Security Practices
and Data Privacy Measures, ensuring
the protection of sensitive data and

Approach towards emergency,
disaster & crisis management

Business continuity

Manage continuity of critical business
operations and accelerated resumption
of services after a disaster.

Emergency response
Deal with site-level emergency at an
office or a branch involving life safety

issues like fire, bomb threats, and so on.

IT disaster recovery

Quick recovery of critical business
applications during hardware/ network/
power failure etc.

Pandemic response

Facilitate a well-structured and efficient
response to any pandemic situation
that threatens the safety of the Bank’s
employees and/or disrupts the Bank’s
critical business functions.

Crisis management

Comprehensive incident and crisis
management framework tackles bank-
wide incidents and crisis such as

pandemic, terrorist attacks, ransomware

attacks, fire, cyclone, earthquake, city-
level floods, cyber-attacks and data
centre outages, among others.

maintaining the trust of our customers.
Additionally, our ISO 22301:2019
certified Business Continuity Program
ensures the reliability and seamless
continuity of our operations. Our
business continuity program is
meticulously designed to align with
regulatory guidelines and it undergoes
thorough reviews and audits.

BCP: Governance and
management

Our central Business Continuity
Office constantly enhances the
Bank’s continuity capabilities.

The Bank’s Business Continuity
Program is overseen by the
Business Continuity Steering
Committee, chaired by the Chief
Risk Officer (CRO).
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Safeguarding Your Digital
Journey: Prioritising
Information and Cyber
Security and Data Privacy at
HDFC Bank

As a responsible banker, we prioritise
information and cyber security
measures as we understand their
critical importance for a seamless
transition into the era of rapid
digitization. Over the past year, we
have received several customer
complaints including those pertaining
to cyber security and data privacy.

At the Bank, we recognize the
significance of safeguarding customer
information and are swiftly revamping
our back-end infrastructure and
implementing robust protocols and
practices to enhance data security.
Our commitment to protecting
customer data remains unwavering,
and we are continuously strengthening
our systems to ensure the utmost
privacy and security for our customers.
We employ various measures including
antivirus/malware programs, network
security, vulnerability management,
patch management, penetration
testing, and logging and monitoring.
We have a robust governance with
oversight at the highest level over

our information security practices.

Our dedicated efforts underscore our
commitment to safeguarding customer
information and maintaining a secure
banking environment.

Governance over Data

As a responsible banker, cyber security
and data privacy are of paramount
importance to us. To manage these
risks, we have constituted an IT
Strategy Committee, Information
Security Committee in addition to

the Information Security Group with
specific roles and responsibilities. We
also have in place a cybersecurity
framework and an information security
programme. We undertake stringent
processes and measures such as
vulnerability management processes

that actively scan for security threats,
logging, and monitoring procedures
to deal with network intrusions and
incidents. There were no incidents of
data breaches in FY2023.

We adhere to the ‘Code of Bank’s
Commitment to Customers’ as
prescribed by the Banking Codes
and Standards Board of India
(BCSBI) and Employee and Customer
Awareness Procedures, to ensure
customer privacy and are guided

by our Information Security Policy
and Cyber Security Policy, which

is at par with global standards in
information security. Further, we have
an independent assurance team
within Internal Audit which provides
assurance on the management of
information technology-related risks.

IT Strategy Committee

This committee looks into various
technology related aspects. The
functions of the committee are to
formulate IT strategy and related policy
documents, ensure that IT strategy

is aligned with business strategy.

The committee comprises majorly of
independent directors and includes an
external information technology expert.

Information Security Committee

This Committee is chaired by the
CRO (Chief Risk Officer) and is
responsible to assess, accept and
sponsor company-wide security
investments. It provides a forum to
discuss information security risks and
acts as a custodian for the enterprise
security programme. The committee
meets once every two months at a
minimum with participation from Audit,
Information Technology, Information
Security Group, and various business
units.

Information Security Programme
The information security program is
based on the regulatory requirements
(RBI Gopalakrishnan committee

HDFC Bank Limited Integrated Annual Report 2022-23
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report) and industry standards (ISO
27001:2013 and NIST framework).

Our cybersecurity framework consists
of components of Identify, Protect,
Detect, Respond, and Recover and
the key objectives of the information
security program include:

e Documenting, disseminating,
operating and reviewing information
security policies and procedures.

e Monitoring cyber security threats
and reviewing the risk profile across
all critical assets, infrastructure
components and business units/
departments.

e Providing transparency into the
information security program and
associated controls to senior
management including the Board.

e Responding promptly to information
security incidents and policy
violations/exceptions in accordance
with organizational policy.

e Determining whether the actions
taken to resolve an incident
were effective and whether
corrective actions are required and
documenting lessons learnt.

Key measures undertaken by
us, to mitigate information
security related risks are:

Antivirus/Malware Programme

We have implemented a programme
to prevent, detect and react to

the introduction of malicious code
through sources such as computer
viruses, worms, and trojans. We use a
combination of commercially available
proprietary tools and monitoring
systems to mitigate the risks
associated with malware. The antivirus
signatures are updated more than
once per day to stay current and cover
workstations, servers, email gateways
and web gateways.
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Network security

The Bank uses a combination of
firewalls and proxy servers to separate
and control traffic between networks
with different security requirements
and levels of trust. The Bank has
intrusion detection/prevention
capabilities (IDS/ IPS) in place to detect
and react to known attacks in real
time. IDS/IPS signatures are updated
periodically to update detection for
specific threats, intruder profiles

and attack patterns. These tools are
configured to generate alerts when
predefined thresholds are exceeded.

Vulnerability management

The Bank administrates a vulnerability
management process that actively
scans for security threats. The
vulnerability management team is
responsible for tracking and following
up on vulnerability closures. Once a
vulnerability requiring remediation has
been identified, it is logged, prioritised
according to severity, and assigned an
owner. The vulnerability management
team tracks such issues and follows
up frequently until they can verify that
the issues have been remediated.

Patch management

The Bank has patch management
processes and tools to assess

and deploy operating system and
application specific patches and
updates. This process includes steps
to evaluate vendor supplied patches to
determine servers that require patches
and updates to document procedures
for patching and updating servers,
and to deploy patches and updates in
a timely manner to protect the Bank’s
infrastructure.

Penetration testing

To test potentially exploitable
vulnerabilities, penetration tests are
conducted for all critical networks
and systems within the Bank’s
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internal environment and for external
applications. Penetration tests are
triggered based on several events,
including new releases, updates,

or enhancements. The types of
penetration tests that are conducted
include Network/Host Penetration
Testing and Application Penetration
Testing.

Logging and monitoring

The Bank has a logging and monitoring
procedure in place to deal with
network intrusions and incidents. User
actions, system activity and changes
to the infrastructure are logged. Logs
are stored securely and are protected
against modification, deletion, and
inappropriate access. The relative

risk level of the asset and alerts are
generated in the event of audit log
failures. Monitoring tools aggregate
the log files and suspicious activity
events are automatically reported to
the Security Operations Centre (SOC)
team. The SOC team performs the
following steps:

e Analysis and Incident Detection —
The SOC team collects information
from the system generated event as
well as other information sources to
identify a potential incident.

e Event Tracking and Escalation —
Events are assessed based on the
level of risk and escalated based
on guidance from the Incident
Management policy; escalations
include referral to the Cyber Incident
Response Team (CIRT) for in-
depth analysis and forensics and
management for situation awareness.

e Reporting — The CSOC team
periodically reports on events and
incidents to management.

Minimised surface area for cyber-
attacks

The Bank has a dedicated program
for attack surface management that
includes continuous attack surface

discovery and hunting for weaknesses
on the discovered assets. There has
been a continuous effort to ensure
that all significant weaknesses are
remediated within a reasonable
timeframe.

We have made significant
advancements to further consolidate
cyber security through initiatives

such as the foundation of a next-gen
Security Operations Center (SOC)

for predictive security and incident
management, introduction of Security
Orchestration, Automation & Response
(SOAR) to reduce incident response
times, network micro-segmentation

for better control, visibility and
preparedness against ransomware,
and round-the-clock defacement
monitoring and vulnerability
management of our internet properties.

The Bank has upgraded its monitoring
and detection systems by deploying
next generation security incident event
management (SIEM) solution fuelled by
artificial intelligence (Al) and machine
learning (ML) capabilities along with
strong UEBA (User Entity Behavioural
Analysis) functionalities and inbuilt
threat modelling. This initiative and
approach to leverage Al and ML as an
entire suite to proactively detect and
respond to threats is an industry first.

Our approach to ensure data
privacy

Privacy lies at the heart of our values
and business ethos at HDFC Bank.
We remain steadfast in our dedication
to safeguarding personal information,
upholding individual privacy rights,
and adhering to privacy laws and
regulations. Through stringent
privacy governance, robust data
protection measures, and unwavering
transparency, we earn and sustain
the trust and confidence of our
valued customers, partners, and
stakeholders.
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Your privacy is our priority
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Privacy Governance

Our commitment to privacy is backed
by a robust governance framework

at HDFC Bank. This framework
comprises key components such as
a designated privacy officer, cross-
functional privacy teams, and a
well-defined chain of responsibility for
addressing privacy-related matters.
These measures ensure that privacy
is embedded in every aspect of our
operations, enabling us to proactively
protect personal information, foster

a culture of privacy awareness, and
effectively respond to privacy concerns
or inquiries.

N
o

Privacy Education and
Awareness

We are committed to fostering a
privacy-conscious culture within

our organisation. We prioritise

the education and awareness of

our employees by implementing
comprehensive privacy training
programs. Through these initiatives,
we emphasise the importance of
their roles and responsibilities in
safeguarding personal information.
We provide regular updates and open
communication channels, ensuring
that our employees stay well-informed
about privacy-related matters,
emerging risks, and industry best
practices.

Data Collection and Use

Transparency is a key pillar of

our privacy commitment. We are
committed to transparent data
collection and responsible use of
personal information. We collect

only the necessary data to provide
our products and services, and we
clearly communicate the purposes for
which the data is collected. Individuals
are provided with clear and concise
privacy notices and are given the
opportunity to provide informed
consent for data processing activities.

(]
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Privacy by Design

Privacy is a fundamental consideration
in the development of our products,
services, and systems. We fully
embrace the principles of Privacy by
Design, integrating privacy safeguards
into our processes from the very
beginning. Our teams receive privacy
training to cultivate a mindset that
values privacy, and we conduct
privacy impact assessments to identify
and address any possible risks to
individual's privacy.

HDFC Bank Limited Integrated Annual Report 2022-23
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Security and Data Protection

Safeguarding personal information
against unauthorized access,
disclosure or misuse is of paramount
importance to us. To achieve this,

we employ a comprehensive multi-
layered security approach. Our
measures include robust encryption
protocols, stringent access controls,
reliable firewalls, and regular security
assessments. We remain committed
to staying ahead of evolving threats by
investing in cutting-edge technologies
and adopting industry-leading best
practices. Through these ongoing
efforts, we ensure the utmost
confidentiality, integrity, and availability
of personal data entrusted to us.
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Driving positive impact

The evolving landscape

Changing regulations, customer
preferences, and their material
impact on financial performance
are driving incorporation of

ESG as a key factor in decision-
making for organisations and
investors alike. The Banking
sector, being the custodian of the
world's economies, will play a
central role in ESG development
and holds the key to systemic
transformation required to achieve
net-zero emissions. Already,
lending decisions at Banks are
becoming responsive to the ESG
criteria. Additionally, Banks are
incorporating ESG considerations
into their risk management
practices, including climate
scenario analysis and climate-
related stress testing. Financial
products with ESG element, such
as green bonds, social bonds, etc.
are being curated to satisfy the
increasing demand for sustainable
investment options.

As per a recent report by the World
Bank, green bonds have raised USD
2.5 trillion globally until January 2023.
During the same month, India launched
the first green bond to raise about USD
2 billion for projects that contribute to
climate change mitigation, adaptation,
environmental protection, resource and
biodiversity conservation, and net-
zero objectives. As per a study by the
International Energy Agency, as quoted
in the Reserve Bank of India’s Report
on Currency and Finance, 2022-2023,
to reach net-zero emissions by 2070,
India would need USD 160 billion

per year on average between now

and 2030. The evident financing gap
presents a compelling case for India’s
financial sector to gear up its efforts

in mobilising substantial funds and
implementing sustainable financing
solutions to support the country's
ambitious decarbonisation goals.

While the RBI had been taking
incremental actions towards aligning
Banks and their lending decisions
towards sustainable development for
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over a decade, it has demonstrated

a distinct focus on climate-related
issues in the past year. In July

2022, the RBI released its seminal
“Discussion Paper on Climate Risk
and Sustainable Finance” providing
broad guidance. In January 2023, the
RBI issued sovereign green bonds to
mobilise resources for the Government
for green infrastructural investments.
In April 2023, the framework for
mobilising green deposits by regulated
entities has been released by the RBI
with a view to fostering and developing
green finance ecosystem in the
country. In May 2023, its ‘Report on
Currency and Finance’ uncovered

the possible implications of climate
change for the Indian economy and

in preparing for the future — including
climate stress tests to assess the
banking sector’s vulnerability to climate
risks. It is also expected to introduce
a disclosure framework on climate-
related financial risks, along with
guidance on climate scenario analysis
and stress testing in the near future.
The Securities and Exchange Board
of India (SEBJ) is also accelerating

for the ESG transition in India.

Moving forward from mandating ESG
disclosures on quantifiable metrics

for the nine principles of National
Guidelines on Responsible Business
Conduct for top 1000 companies in
India FY23 onwards, it has now also
announced mandatory assurance of
select ESG disclosures for the top

150 companies starting in FY24 which
shall be gradually extended to the top
1000 listed entities by FY27. It has also
provisioned for ESG ratings based on
these assured disclosures.
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The evolving landscape of ESG
integration in the Banking sector
therefore necessitates a holistic
approach that encompasses ESG
aligned decision-making not only for
our internal operational practices,
but also extending beyond onto

our external financing activities. In
context of the latter, we are building
our systems to navigate challenges
and anticipate disruptions that may
manifest through this evolution in the
coming decade. This makes it crucial
for us to embrace transformation in
operations and innovation in product
development to drive the transition
towards a more resilient, socially
responsible and environmentally
conscious economy. The demand
for new solutions that catalyse and
accelerate the transition to a new
economy presents an opportunity for
us to play a role that is more impactful,
and direct than ever before. The
trinity of innovation, technology and
partnerships offers a tremendous
opportunity for us to create new
markets, products, and business
models that would help build financial
strength.

We are developing a comprehensive
framework to support the integration
of new ESG policies — including
thorough evaluation of environmental,
social and governance risks as a part
of our overall credit appraisal and
approval process, setting specific
goals and targets for supporting
sustainable financing initiatives,
aligning with evolving ESG regulations

and guidelines. Separately, we are also
firming up an internal strategy around
conducting climate risk assessments
and tracking our financed emissions.
We are also engaging with our
corporate borrowers to understand
their current ESG strategy and long-
term climate transition plans, with

a view to tailor our corporate loan
portfolio towards climate-sensitive
financing.

In terms of managing our internal
operational practices, capturing ESG
performance data remains one of our
highest priorities and yet, a formidable
challenge. The challenge is integral to
distributed nature of our operations
and is further convoluted with the
volume of data and the variance in
formats of data monitoring across

our operations. We are continuously
working towards bringing the relevant
stakeholders together to communicate
ESG requirements and revise existing
data collection processes - where
required to progressively enhance

the completeness and accuracy

of data. Our unrelenting efforts in

this direction have enabled us to
continuously further our transparency
and disclosure practices. We continue
to align our report with multiple
frameworks - such as the GRI, IR,
and SASB, and get the key ESG
performance matrix externally assured.
This year, we have progressed

further and are disclosing the full

suite of applicable BRSR disclosure
requirements. We are also exploring
data availability and methodologies for
reporting on Task Force for Climate
Related Financial Disclosures (TCFD)
and Task Force on Nature-related
Financial Disclosures (TNFD).

Two years ago, we strategically
pledged to become carbon neutral by
FY32. Over these two years, we have
worked extensively to formulate and

implement a framework that will keep
us on the path towards this goal, while
we continue to expand our operations.
We continue to invest in a broad

range of technological solutions and
operational measures to reduce energy
consumption at our operating locations
including renewable energy and energy
efficiency projects to lower our carbon
footprint. Our pursuit of digitalisation,
[T, IoT on one hand and ESG on the
other hand has highlighted several
areas of simultaneous progress;

and we shall continue to leverage

such opportunities by investing in IT
capabilities and [T-enabled solutions.
Upgradation of our data architecture
will continue to complement evolution
of our data governance practices and
data collection strategy.

Underpinning all our ESG efforts is
our resolve to manage expectations
and respond to concerns of our
stakeholders. Our people practices
are based on principles of respect
for human rights, employee well-
being, inclusivity, fairness, and
continuous improvement. For our
customers, we strive to build long-
term relationships based on trust,
proving seamless service management
journeys, offering a responsible suite
of financial products and services,
and safeguarding the confidentiality
and protection of their information.
Our curated community development
initiatives aim to foster resilience,
contribute to nation-building, and
empower local communities through
collaborative partnerships and targeted
programs. By enforcing responsible
vendor management practices,

we ensure the sustainability values
resonate with our suppliers and
partners.
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l Our approach

Our ESG strategy encompasses
people, customers, lending, and
governance for long-term value
creation for all stakeholders.
Effective corporate governance
acts as a binding force that
integrates and supports our
organisational ESG efforts by
providing formalised processes,
and structures that guide our
decision-making and accountability
to ensure successful integration
of both internal and external ESG
initiatives within the organisation.
Our ESG initiatives are overseen
by the CSR & ESG Committee

of the Board. A separate ESG
apex council at the management

Sustainable finance

Sustainable finance is an organic
continuum of our ESG strategy. The
ESG strategy has set the foundation
for the Bank to channel its resources
towards sustainable projects. With
ESG gaining momentum as a key
factor in business decision making, the
Bank is leveraging sustainable finance
as one of its key ESG strategies in

the form of enhanced environmental
and social due diligence in lending
and investment decisions thematic
investing, ESG engagement and
sustainable finance frameworks.
Directing capital towards sustainable
projects allows us to integrate ESG as
the fundamental determinant in our
core lending strategy, and generate a
positive impact through our business
model.

Being one of the key players in the
pbanking industry, we recognize our
role in facilitating the transition to a
low-carbon economy. With our pan-
India presence and strong customer
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level, chaired by the Group Head for
ESG & CSR and comprising senior
members from various functions,
reports to the CSR & ESG Committee
and provides regular updates to

the Board for annual review. This
Committee is further supported by
ESG Working Groups including the
Environment Working Group which
oversees the environmental impact
from our operations; the Social and
Governance Working Group which
works on workplace policies and
governance initiatives; and the Product
Responsibility Working Group which
looks at ESG risks (including climate
risks) in the existing portfolio and ESG-
linked opportunities.

relationships, we aim to drive positive
change by promoting environmentally
friendly technologies and financing
sustainable infrastructure projects.
We actively support the financing

and investment in environmentally-
friendly technologies and low-carbon
infrastructure projects, leveraging

our product offerings and financial
expertise to assist our customers and
clients in transitioning to a sustainable,
low-carbon economy.

KEY TENETS OF SUSTAINABLE FINANCE

Sustainable
Finance
Framework

Management
of portfolio
emissions

ESG Integration
in Products

We are in the process of setting out
specific and measurable targets
aligned with our business operations
and portfolio to track and evaluate
our progress, and report on the same
to the CSR and ESG Committee

of the Board through thorough
consultation with ESG Council and
Working Groups. We also intend to
accelerate the scale and pace of
delivering value by using collaboration
as a mechanism to effectively foster
strategic partnerships with solution
providers, civil societies, government
agencies that would help us bring
together capabilities and resources to
achieve our ESG objectives.

The Bank has identified its products
as one of the foremost business

focus areas wherein ESG risks, and
opportunities will be considered

for improvement in systems and
processes taking into account the
expectations from various stakeholders
including investors and regulators.

The Bank is pursuing this through
three thematic areas including ESG
integration in products, sustainable
finance and portfolio emissions. As the
next step, long-term targets to strive to
contribute to a more sustainable future
are being set.

ESG integration in products

We have adopted a four-dimensional
approach for steadily incorporating
ESG factors into the design,
development, and management of our
products.

ESG & Climate Change
Assessment framework:

In FY23, the Bank adopted an
enhanced and more comprehensive
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“ESG & Climate Change Assessment”
framework, as a part of the overall
credit assessment for its wholesale
corporate borrowers. The framework
has replaced the erstwhile “SEMS
Framework” and is applicable for

all borrowers where the Bank’s

direct funded and non-funded credit
exposure to the borrower exceeds
%100 Crore.

As per the framework, a detailed
template that captures the various
aspects of ESG compliance and
climate change risks/mitigants in
relation to the borrower, and their
business operations as a whole,

is a mandatory part of the credit
assessment and is included in the
Credit Appetite Memorandum (CAM)
for wholesale borrowers. The template
assesses the various ESG & Climate
Change Risks associated with the
borrower’s operations and mitigation
measures/controls for the same.

Environmental Impact Assessment

e Adverse impact that the operations
of the borrower could have on
environment and the steps taken by
the borrower to mitigate such effects

e These include potential Air/Water
pollution and greenhouse gas
emission levels, hazardous waste
generation, radiation levels etc. as
applicable

e Adherence to statutory norms with
respect to environmental pollution
and possession of various licenses/
certificates/permits needed from the
requisite statutory bodies/agencies

e Systems and processes in place to
mitigate risks arising out of various
potential adverse environmental
impacts

COVERAGE OF OUR ESG & CLIMATE CHANGE
ASSESSMENT TEMPLATE

Governance
Aspects

Social Impact
Assessment

Environmental
Impact
Assessment

Climate Change
Assessment

Positive
contribution of
the borrower
towards the
environment and
social issues.

Social Impact Assessment

e | and acquisition, payment of fair
compensation, resettlement &
rehabilitation

e Adherence to statutory norms with
regard to labour law, workmen
compensation, payment of worker
dues, etc.

e Policies in place to counter
inappropriate labour practices
(employment of child/forced labour),
anti-sexual harassment policies and
human rights policies etc.

Governance Aspects

e Good governance practices to
combat bribery, corruption and
money laundering

e Executive compensation

e Adequate representation of
shareholders in management

e Composition and diversity of Board
of Directors

Climate Change Assessment

e Potential impact of climate change on
borrower’s operations and vice versa

e Assessment of physical & transition
risk

Positive contribution of the borrower
towards the environment and social
issues.

e Efforts made towards conservation
of biodiversity and ecological balance

e Community engagement

1,400+

Corporate borrowers covered
under “ESG & Climate Change
Assessment”

¥3,68,327.66 Cr

funded outstanding to these
borrowers as on March 31st, 2023
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Additional diligence for large
project financing transactions

For specialised, long-term project
financing, in addition to the above
assessment which is carried out at
borrower level in all CAMs, Lenders’
Independent Engineer (LIE) assesses
various environmental and social
issues related to the transaction

and the various identified risks and
suggested mitigation measures

are captured in a LIE Report. As

a pre-disbursement compliance,
implementation of the necessary
mitigation measures is required and
are also monitored on an ongoing
basis during the implementation
phase of the project and corrective
action is taken in case of any adverse
developments.

Client engagement

As the largest private sector Indian
Bank, our role is to create awareness
amongst our borrowers, thereby
encouraging them to measure and
disclose their footprint. This would
eventually reflect in our Scope 3
emissions and help us move towards
a net-zero portfolio commitment.

We understand that there are
opportunities in transitioning to a net-
zero economy, but the ecosystem (in
the country) needs to be developed

to take up such opportunities. The
Bank has been engaging with its large
corporate customers specifically those
with businesses in “hard to abate”
industries such as Oil & Gas, cement,
steel, power, auto, and mining. The
purpose of these engagements is to
identify current ESG & Climate change
related focus areas/practices and to
identify best practices and emerging
initiatives being taken by industry
players on ESG and climate risk related
issues including, but not limited to:

e Short term emission reduction
targets and long-term net-zero goals
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e Practices with respect to hazardous/
polluting waste management

e ESG & climate related disclosures
e Supply chain decarbonisation

e Policies and practices with respect to
gender diversity/inclusion

The Bank has been sharing such best
practices in wider client engagements
with other borrowers in the same
segments. ESG compliance and the
impact of climate change has also
become one of the areas of discussion
in our regular customer calls/meetings
with the Customers. The discussions
are expected to continue to take place
with different borrowers and best
practices/learnings from the same
would be documented.

Inclusion of terms & conditions
related to ESG compliance in
facility documentation

As part of the Bank’s standard

facility documentation, an addendum
schedule has now been included
which comprises representations/
warranties/covenants agreed to, by
the borrower on various ESG related
issues. This schedule is included in all
standard sanction letters

Sustainable Finance
Framework

It is our endeavour to enhance our
portfolio from a climate and ESG
perspective. The Bank is in the
process of developing a “Sustainable
Financing Criteria” Framework (“the
Framework”) with the objective of
identifying facilities in its credit portfolio
where financing has been provided
to borrowers in identified industries,
qualifying as “sustainable lending”.
Credit facilities granted towards such
end uses in the specified industries
shall be classified as either “green”
or “social” facilities. The Bank is
developing the Framework with the

objective of assessing and ultimately
enhancing its commitment towards
sustainable lending in various industry
segments.

The Framework is being developed
using Bond Principles (developed

by the International Capital Markets
Association - ICMA) and Loan
Principles (developed by the Loan
Market Association - LMA) as the basis
for identification of “sustainable finance
segments”. Some of the key industry
segments which have been identified
thus far as “sustainable segments”
include:

e Renewable energy — Solar and Wind
power generation

e Hydroelectric power generation

e Agriculture and Allied Businesses

e Biomass and other non-conventional
energy sources

e Sustainable/affordable Infrastructure
e Impact NBFCs

Renewable Energy Financing

G 5.1 15
FY23
@ .0

G o
FY22
@ ; :s0

G 0 5o
Fy21
@05

® Cumulative Underwritten amount (X Cr)

® Cumulative RE Capacity financed (MW)
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The Bank is in the process of obtaining
a third-party certification of the
methodology behind the framework
and the framework itself. Once this is
in place, suitable disclosures would

be made in the public domain. Our
plan to monitor our sustainable finance
portfolio will enable us to identify and
utilise climate transition value creation
opportunities.

Our financed renewable energy (solar
and wind) capacity has more than
doubled in the past 3 years, and we
anticipate financing to renewables as
well as other green projects to further
accelerate in the coming years. So

far, we have underwritten loans of
215,115 Crore for a cumulative capacity
of 6,110 MW. Also, with increased
focus on energy transition projects we
sanctioned credit limits of 160 Crore
towards deployment of electric buses.

l Our impact story

Fuelling the Future

¥2,143 Cr

Successfully underwritten project
term loan facility

Managing our portfolio
emissions

As a progressive financial

service company, we embrace

our responsibility to incorporate
environmental considerations into our
investment decisions. Through our
investments, we look forward to driving
the transition towards a sustainable,
low-carbon economy while mitigating
the risk of stranded investments.

This includes firming up a strategy to
integrate environmental risks, including
those stemming from climate change,
into our underwriting and portfolio
screening processes in the long term.

Our lending procedures are guided
by borrower and market demand, but
our credit exposure is well-diversified,
with no single industry having a high
concentration. As a result, our credit

The Bank has successfully
underwritten project term loan facility
amounting to 32,143 Crore for financing
development of City Gas Distribution
(CGD) network being implemented

by Torrent Gas Jaipur Private Limited.
Jaipur CGD network consists of 132
CNG (Compressed Natural Gas)
stations, 5.28 Lakh household PNG
(Piped Natural Gas) connections

and 8,423 inch-km of natural gas
pipelines. CGD financing aids the
energy transitions towards greener fuel
reducing the country’s oil dependence
and supports Governments’ initiatives
to make the country a Gas economy.

exposure to ecologically/socially
sensitive industry sectors has minimal
negative consequences.

Disclosure of our own portfolio
emissions remains dependent upon
emission data disclosures from our
borrowers. Although, we acknowledge
the challenges involved, we remain
steadfast to working with our
borrowers to build their capacity for
the same. Simultaneously, despite the
foreseeable challenges, we also intend
to use our influence to encourage our
borrowers to commit to net-zero.

Less than 1% of the total
exposure comes from fossil
fuels (coal and lignite) and their
extraction/mining.

The Bank is the advisor for
Mahanagar Gas Limited for
acquisition of Unison Enviro

Private Limited a (subsidiary of
Ashoka Buildcon Limited), which is
developing CGD network in three
geographical areas. Also, the Bank
is the lead arranger for raising funds
from public through IPO listing for
IRM Energy Private Limited.

In alternative fuel space, the Bank
is evaluating multiple proposals
for financing projects involved in
production of Compressed Biogas
(CBG@) projects and Ethanol which
reduces the carbon emissions
substituting the conventional fuels
like oil & gas.
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Institutionalising

Environmental Sustainability

Through a combination of time-bound,
We are deeply progressive, and concrete measures,
committed to we are actively reducing our most
environmental material environmental impacts. This

T ited to int
responS|b|I|ty and year, we.are excited to introduce
new environmental Key Performance

understand the Indicators (KPIs) in our reporting,
compelling need aligning with evolving reporting and

to minimise our disclosure standards.
environmental footprint
across our own
operations, our vendors,
and through responsible
financing.

ernance
00\‘ ec
%
)

/]\

Key tenets of our
environmental response

74

Governance

We are committed to implementing
environmentally responsible practices,
in alignment with the direction set
forth by our Board of Directors. The
Environment Working Group as

part of the three different working
groups within the ambit of ESG Apex
Council sets targets and identifies
opportunities for improvement in areas
of emissions, energy, water, and waste,
and reports to the Corporate Social
Responsibility (CSR) and Environment,
Social and Governance (ESG) of

the Board on our environmental
performance.

Metrics and Targets

Informed by regulatory developments
and our stakeholders’ expectations,
we continue to identify material

key performance indicators (KPIs)

for reporting our environmental
performance. We maintain a vigilant
monitoring system for the identified
KPls and for the outcomes of new
initiatives across all our operations.
These KPIs encompass metrics related
to energy consumption, greenhouse
gas (GHG) emissions, water usage,
and waste management.

The valuable insights drawn from the
monitored data are used for decision-
making and target-setting and drives
our sustainability journey. We are
steadily allocating the necessary
resources, including infrastructure,
personnel, technology, and finances,
to facilitate the monitoring, recording,
and reporting of new data points, as
well as to enhance the accuracy of
data collection.
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Our focus is on aligning our
business operations with socially
and environmentally responsible
practices. This involves integrating
technological advancements and
process improvements into our
daily operations to contribute

to the overall improvement of

the environmental quality and
creating value.

Our Energy Performance

Being in the service sector, energy

is one of the main resources that we
consume to run our operations. We
use electricity to power our operating
locations - including our data centres
and fossil fuel in the form of diesel,
petrol and CNG to power diesel-based
generators and company-owned cars.

In FY23, we consumed 1.98 Million GJ
of energy - which is a slight increase
on account of the increased number
of operating locations over last year.
Electrical energy accounts for over
79% of our energy consumption. Most
of our energy consumption is in the
form of electricity (1.57 Million GJ),
and most of it is procured from the
grid although we continue to look out
for sources of renewable energy to
replace grid energy, wherever feasible.

In FY23, our energy intensity stood

at 11.40 GJ/FTE and 10.24 GJ/INR
Crore income. Compared to FY22,
our energy intensity increased slightly
in the reporting year, on account of
full-scale office-based operations in
FY23 as compared to a significant
proportion of our workforce working
from home during FY22 due to
COVID-19 induced restrictions.

Total Energy consumed

(MILLION GJ)
1.57 0.41
FY23
1.31 0.29
1.19 0.21

Fy21

B Energy from electricity consumption (million GJ)
Energy from fossil fuels (million GJ)

Energy Intensity*

(GJ/EMPLOYEE)

11.40
FY22 11.28
Fy21 11.65

Energy Intensity*
(GJ/INR CR INCOME)

*The Energy Intensity calculation is based on
energy consumption at our Indian operations only,

while the total income and total total number of

employees includes income and employees from
our foreign operations as well.

HDFC Bank Limited Integrated Annual Report 2022-23

In our efforts to gradually reduce our
carbon footprint, we are progressively
integrating renewable energy sources
into our overall power consumption.
We will install solar panels in our
upcoming offices wherever possible.
We have rooftop solar plants at 10
locations across the country. Our total
capacity as of March 31, 2023 was
282.5 kWp.

In the state of Maharashtra, 12 of our
offices and branches have transitioned
to green power sourced at a premium
tariff through DISCOMs. With the
procurement of over 2,533.8 MWh
during FY23, about 1,799 metric
tonnes of carbon emissions were
avoided during the year.

We are also currently exploring open
access for large office premises.

Despite a growing market for open-
access procurement of renewable
energy, and the introduction of
progressive rules like "Promoting
Renewable Energy through Green
Energy Open Access Rules, 2022,
there remain a number of regulatory
and market challenges for us to scale
up our RE procurement. Several states
are yet to adopt the Rules in the form
of Regulations for implementation of
Green Energy Open Access (GEOA)

at the state level, hindering the pace
of adoption of open access RE

across our locations. We consider

it crucial to eliminate these external
challenges to enable at-scale adoption
of green power across our distributed
consumption centres.
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Apart from electricity sourced through
the grid, through open access or
from our captive sources, some of
our locations also generate electricity
using diesel generators for backup
purposes. For our approach to
calculation of emissions and energy
consumption please refer to the notes
at the end of table on summary of
emissions.

In FY283, 11% of our energy
consumption was on account of diesel
consumed in our DG sets.

Energy Consumption GJ
Diesel: DG Set 2,21,359.76
Diesel: Company Cars 54,160.67
Petrol: Company Cars 1,33,425.58
CNG: Company Cars 7.99
Grid Electricity 15,55,810.69
Renewable Electricity 10,333.68
(Solar Rooftop & GreenTariff)

Total 19,75,098.38

Building Management and
Green Buildings:

To support our decarbonization efforts,
we are actively engaged in reducing
energy consumption across all aspects
of our operations. This objective

is achieved through a multifaceted
approach, including the regulation

of existing equipment, installation

of energy-efficient alternatives, and

the implementation of automated
energy management solutions. Our
comprehensive energy management
and efficiency strategy encompasses
various initiatives, reflecting our
commitment to sustainable practices
and mitigating climate change.

By leveraging digital systems and
data analytics, we gain valuable
insights into energy consumption
patterns. Our focus extends to
maintaining branches at optimal
temperatures, improving power
efficiency, and automating
energy-consuming assets.

These initiatives enable us to
optimize energy usage, enhance
operational efficiency, and reduce
our environmental footprint.

In FY23, the Bank accounted for
electricity consumption from four of its
co-located data centers in addition to
an owned data center that was closed
during the reporting year. We are also
implementing measures to increase
the energy efficiency of our data
centres which also leads to operational
efficiency enhancement.

NRNE
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Our data centre energy-saving initiatives

ke

Upgradation to efficient,
cooling systems,
cold-aisle containment

Data centres use Hyper
Convergence IT Technology
for IT asset consolidation and
virtualisation

We have incorporated several changes
within our infrastructure to improve
energy efficiency through auto controls
and environment-friendly equipment
and have installed centrally controlled
energy management system in about
600 branches across India till date.
This system has allowed us to control
consumption patterns, resulting in
savings to the tune of 17% annually on
an average.

1,0
.T-P

Replacement of old storage
and servers with
new-generation hardware

&a

All our data centres are
TIA-942 Rated-3 Certified

We are using technology and
innovation as facilitators in our journey
towards low-carbon growth. We have
implemented elevator and equipment
scheduling to reduce our energy
consumption. We have also installed
occupancy sensors, capacitor banks
as well as Building Management
Systems at several of our operating

Our building management initiatives

M
Deployed new fire

suppression system with
NOVEC 1230 gas

&

Implementation of
smart iPDUs for assets
level energy monitoring

locations. The energy management
modules with auto controls deployed
across select branches have resulted
in significant energy savings. We also
have piloted use of modular UPS

in our branches and plan to scale
further. Additionally, all ACs in our new
premises will conform to the latest BEE
standards.

O
K

947 officies and branches
are Indian Green Building
Council (IGBC) Certified.

O
B

52.24 Lakh units saved
across 600 branches with
Smart loT Based Building

Management System

Our Bangalore Data centre
‘Net magic:- DC3B’ is certified
green data center under the IGBC
Green Data Center Rating System

2
w

IGBC Green Champion
Award for “Pioneer in financial
sector with highest number of
green bank branches in India

| 3

LEED Gold certified offices
in Mumbai and Bhubaneswar
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Moving beyond just our energy
consumption, we have taken it upon
ourselves to implement other green
measures including waste and water
management in our existing and new
fit-outs. We intend to adopt a more
holistic approach towards reducing
our environmental footprint at our
operating locations.

We have registered 1,990 projects
(offices & branches) with Indian

Green Building Council (IGBC) for
certification. Of these, 947 projects

in different cities are certified under
the Green Interiors Rating System of
IGBC as of March 31, 2023. All our
upcoming branches will be evaluated
for green certification. Additionally,
some of our offices are also LEED
certified. IGBC's comprehensive rating
modules encompassing Eco Design
Approach, Interior Materials, Water
Conservation, Indoor Environment,
Energy Efficiency, and Innovation in
Interior Design have been diligently
implemented and met with excellence
throughout our certified branches and
offices. We prioritise environmental
sustainability and have been using
GreenPro certified materials such

as plywood, laminates, flooring tiles,
ceiling tiles, paints, adhesives, finishes,
and equipment at our select locations.
Additionally, we include low VOC
finishes in our BOQ and contractor
tendering process.

GHG emissions

We are dedicated to playing our part
in addressing climate change and
promoting sustainable practices

not only within our operations but
also throughout our value chain.

Our emissions inventory includes
emissions from our operations in India
and includes our Corporate offices

*1 owned data centre closed during the year

(801), Currency Chests (33), Training
Centres & Guest Houses (26), Data
Centres (5%), Branches (7,813, which
excludes 4 overseas branches and
DBUs) and ATMs (17,765 - Excluding
CDMs), aligning to our reporting to
regulatory authorities as of March

31, 2028. Collecting complete and
accurate activity data from tens of
thousands of our distributed locations,
of varying sizes & nature, is one of our
key challenges, and hence a strategic
priority action area. The dynamic
nature of our branch operations,
characterized by the simultaneous
opening and closing of multiple
branches during the annual reporting
cycles further exacerbates the
complexities in accurately determining
and monitoring activity levels at

our locations during the different
timeframes across the reporting

year. We are continuously enhancing
our data collection processes and
exploring suitable technological
solutions to enhance stakeholder
confidence on completeness of our
inventory.

We are continuously implementing
technical and management solutions
to reduce our GHG footprint. Our
efforts in this direction are guided by
our commitment to become carbon
neutral by FY32. We have rolled out an
actionable strategy roadmap designed
through an extensive bottom-

up consultative process to make
incremental and measurable progress
towards this goal.

“indicates that scope 2 emissions have been calculated using the market based approach.
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In FY23, our Scope 1 emissions
accounted for 8%, Scope 2% emissions
accounted for 80%, and Scope 3
emissions accounted for 12% of our
total emissions. Out of the total
Scope 1 emissions, fuel consumption
in diesel generators was the primary
contributor with a share of 55%,
followed by fuel consumption in
company-owned vehicles contributing
to the remaining 45%.

Our Scope 2 emissions encompassed
emissions associated with purchased
electricity from the grid at locations
which are owned or controlled by the
Bank and are owned and co-located
data centres. We are continuously
taking measures to seek ways to
reduce our scope 2 emissions -
through interventions in our own
operations and through collaboration
with our data centre service providers.
This year we have used both location
based and market based approach to
calculate our Scope 2 emissions.

Electricity consumption at our other
facilities, along with emissions on
account of air travel, car/cab travel,
train travel, paper, and e-waste
contribute to our Scope 3 emissions
that cover categories 5 and 6 and

8 as per the Technical Guidance for
Calculating Scope 3 Emissions of the
WRI GHG protocol. At present, the
Bank only reports for category 5, 6
and 8 for scope 3 emissions.

Total GHG Emissions

(tCO,8)
G ) 3,85,265
(Fvz2 P 351241
(Fy21 ) 315,141

B Scope 1 Scope 2¢ ® Scope 3
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Total Emissions

(3,85,265 tCO,e) (%)
‘2

| K

80

B Scope 1 ® Scope 2 ® Scope 3

Our Scope 1 emissions increased
from 20,876.97 tCO,e in FY22 to
29,828.77 tCO,g in FY283. This

rise can primarily be attributed to
increased employee activity in the
reporting year leading to increased
travel and fuel consumption etc.

Scope 1 Emissions (tCO,e)

13,324
FY23

8,634
FY22

16,505

12,343

5,826
Fy21

9,570

B Owned Vehicles
Diesel Gensets

In FY23, we witnessed an increase of
19,178.33 tCO,e in Scope 2* emissions
despite 2,533.8 MWh of our electricity
consumption having renewable

energy attributes (generated from
solar rooftop and procured through
green tariff). This increase also can

be attributed to increased employee
activity in the reporting year.

Scope 2* Electricity Emissions
(3,06,840 tCO, ) (%)

‘5
95

B Data Centers B Other locations
Scope 2* Emissions (tCO.e)

3,06,840

FY22 2,87,667
FY21 2,90,571

Currently, data centres contribute

5% of our Scope 2* emissions. We

are continuously enhancing our data
collection systems, processes, and
governance mechanisms to improve
accuracy of data collection for GHG
inventorisation. Considering Scope 2*
emissions are our primary source of
GHG emissions, we have prioritised
strengthening the mechanisms

for collection of our electricity
consumption data from various
operating locations. In the first phase,
we are targeting our high consumption
locations, gradually moving on to other
location categories.

Overall, during FY23, actual kWh
data could be obtained for 52% of
the locations which accounted for
about 54% of the total electrical
energy consumed. For the remaining

findicates that scope 2 emissions have been calculated using the market based approach.

locations, a hierarchical approach has
been followed for estimating energy
consumption. For locations with
available electricity procurement costs,
the same has been used along with
state-level tariff to estimate electricity
consumption. For other locations,
electricity consumption was calculated
using internally derived electricity
consumption benchmarks specific to
climatic zones.

We have identified ATMs as one of the
location categories where we need to
significantly set up our efforts to collect
actual energy consumption despite
ATMs accounting for approximately 4%
of the total energy consumption.

In FY23, our Scope 3 emissions
increased over FY22. The emissions
from purchased electricity at other
facilities accounted for 67% of our total
Scope 3 emissions. In comparison to
FY22, the emissions from our other
facilities have decreased by 3%. Apart
from these facilities, hired cabs (14%),
air travel (12%), paper waste (7%), rail
travel (0.005%) and e-waste (0.005%)
contributed to our Scope 3 emissions.
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Scope 3 emissions (tCO,e)

2

32,300 5817 6,857 3,617

FY23 )
2
33,136 950 | 5,600 3,QO6
Fy22 f‘} 4
192
6,020 2,960

Fy21 | ) 2

Other facilities ® Air Travel ® Rail Travel

Total Scope 3 emissions:
48,596.12 tCO,e (%)

26

67

Cab hire Paper Waste ® E-waste

= Other facilities
= Business Travel”
Waste**

"Business travel includes emissions from cab hire, air travel and rail travel.

80

**Waste includes emissions from paper waste and e-waste
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Emission Scope

Emission Source

Emissions (tCO,e)

Scope 1 Diesel consumption in DG sets 16,505
Company owned vehicle 13,324
Scope 1 Total 29,829
Scope 2 Purchased electricity 3,06,840
Scope 3
Category 8: Upstream leased assets Purchased electricity in other facilities 32,300
Cab hire 6,857
Category 6: Business travel Air travel 5,817
Rail travel 2.43
Category 5: Waste generated in operations Z?V\p/)ae;t\g/aste 3621;
Scope 3 Total 48,596
Notes: electricity consumption based on location

Scope 1 emissions include CO,, N,O and

CH, emissions from the combustion of diesel
purchased by the Bank for its owned DG sets,
as well as the combustion of various fossil fuels
in Bank-owned vehicles.

1. For most of our locations (over 90%), the
diesel consumption in DG sets is recorded
in our financial database as the amount
spent for diesel purchased and is converted
into the quantity of diesel fuel consumed
using estimations of diesel prices in different
states. For the remaining 10% of locations,
we have extrapolated based on estimates
of diesel consumption at other locations
serving as our internal benchmarks for
diesel consumption.

2. The data for expenditure towards purchase
of fossil fuels for consumption in company-
owned vehicles is extracted from the Bank's
financial management system and is used
to derive fuel consumption in liters/kg using
estimates of fossil fuel prices in various
states. For remaining locations, the national
average fuel price is used and average of
CNG price in NCT is used to estimate CNG
consumption.

3. At present, the refrigerants data is not
included in the Scope 1 emissions as
the bank is in the process of collating the
refrigerant data.

The Bank has considered both location-based
and market-based approach to calculate its
Scope 2 emissions. Scope 2 emissions include
GHG emissions from electricity consumed in
the facilities that can be considered to be under
the operational control of the Bank, as well

as its co-located data centres. A hierarchical
approach has been followed for the estimation
of emissions from this category (i.e. (i) monitored
data on electricity consumption, (i) estimated

specific trends of electricity consumption for
over six months, (iii) estimates of electricity
consumed based on procurement costs and
state-level tariff; and (iv) estimated electricity
consumption based on climatic-zone specific,
internally derived electricity consumption
benchmarks; in that order). For location based
approach, in all cases, the Grid emission factor
from version 18 of the CEA’s (Central Electrical
Authority) CO, database has been used. While
for market based approach, emission factor of
0 has been considered against the electricity
consumed/ procured from captive rooftop solar
plants and green tariff

Scope 3 emission estimation: Emission on
account of purchased electricity at our other
locations (i.e. ATMs) has been estimated using
the same approach as in Scope 2. Emissions
from hired cabs have been estimated based
on an e-expense report for hired cabs from
the Bank’s financial management system —
which has been used to derive the distance
travelled. The average emission factor for
various categories of cars from the India GHG
Programme has been used. For domestic air,
international air and rail travel, information on
trip characteristics has been extracted from
the Bank’s financial management system, and
the distance travelled is derived from publicly
available sources. The emission factors for
domestic air travel have been taken from

the India GHG programme. Whereas, the
international air travel emission calculation has
been done as per DEFRA Government emission
conversion factors for greenhouse gas company
reporting, Business travel-air (2022).

Emissions from paper waste and e-waste have
been estimated based on emission factors for
landfilling provided by the latest version of the
USEPA’'s WARM tool on the extracted data for
paper waste and e-waste disposed.

During FY23, our Scope 1+2 GHG
emissions intensity decreased by 11%
and 11% y-o-y per FTE and per Crore
income, respectively.

GHG Emissions Intensity -
(Scope 1+ Scope 2)*

(tCO,e/ FTE)
1.94

Fy22 2.18

Fy21 2.55

GHG Emissions Intensity -

(Scope 1+ Scope 2)*
(tCO,e/ INR Cr income)

1.75
FY22 1.94

FY21 2.09

0.22 tCO, e/ per year

Reduction in Scope 1+2 emissions per
Crincome in FY23

0.24 tCO e/ per year

Reduction in Scope 1+2 emissions per
FTE in FY23

*The GHG Intensity calculation is based on GHG Emissions (Scope 1 + Scope 2) from our Indian operations only, while the total income and total total
number of employees includes income and employees from our foreign operations as well.

findicates that scope 2 emissions have been calculated using the market based approach.
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Measures to reduce GHG emissions

We remain committed to implementing meaningful and system-driven changes within the organisation to reduce
the GHG intensity of our operations. We have adopted firm-level guidelines for operations and procurement for
supply-side and demand-side interventions.

82

@ Our Carbon Neutrality Pathway

With our unwavering commitment towards environmental
sustainability, we have set forth an ambitious target of
achieving carbon neutrality by 2032. In our FY22 Integrated
Report, we had also given out our trajectory for carbon
neutrality with interim targets on energy and emissions KPls.
While our overarching target of achieving neutrality by FY32
remains unchanged, we have re-aligned the interim targets
based on increase in overall emission projections resulting
from the addition of offices and branches from HDFC
Limited, post the merger. We have mapped our performance
against our target for FY23 in the figure below:

Scope 1+2 Emissions
(in Million tCO,e)

0.34 0.33 0.30 0.29 0.29 0.27 0.25 0.15 0.00 0.00
0.31

(] () o
0.31 0.31 ° ® .

L] ®
5; FY23 FY24 EY FY26 FY27 FY28 FY29 FY30 FY31 FY
4 5 x

Actual Emissions @ Emission Projection

With our ever-expanding footprint, we acknowledge the
challenges on our path to carbon neutrality. We believe

that actions taken now will set the pace for accelerated
emission reduction in the long run, even though their impact
may not be immediately visible. During the reporting year,
we kickstarted the implementation of our carbon-neutral
strategy with actions across our demand side and supply
side. Many of these measures were implemented in the later
quarters of the reporting year. We are confident that these
measures will manifest as substantial emission reductions in
FY24 and beyond.

Actions taken in FY23

— Demand Side

Smart loT system

603

Locations

5.2 Million+
Units saved

~3,710 tCO,

Emissions avoided

— Supply Side

Installed solar panels
in our office buildings

238.5 kWp

Cumulative solar power
generation capacity
commissioned*

10

Offices with rooftop
solar plants installed

*as of March 31, 2023
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Focus areas for FY24

AE Smart I6T-based building

management system to be rolled
out in 1,500 additional branches

Green Projects (Offices and Branches) (TR A G0 brarshes)

2 Projects

IGBC Platinum certified

52 Projocts ZANI st s
IGBC Silver certified ' ) qg.

ft., and back offices >50,000 Sq. ft.
with AC system installed by the Bank
746 Projects and service power from dedicated
IGBC Gold certified transformer/energy meter

While 947 projects were IGBC certified as on 315t March 2023
since inception, 800 projects were certified in FY23
Old AC chiller systems are to be

replaced at a few offices

Variable Frequency of Speed
Transition of select offices N‘I‘L Drive (VFDs) in chiller system/IE5
to Green Power Tariff pumps and Online tube cleaning
system installed
12

Premises covered

2,533.8 vwh
Electricity procured through Green Tariff (o} Open access is being explored for a
n large office premise

1,799 MtCO,

Carbon savings
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As a responsible bank, we recognise our impact on the environment beyond our core operations. While we diligently address
emissions within our operating boundary, we also acknowledge the importance of taking measures outside our direct
operations. We have thus, prioritised two key aspects that have a direct impact on reducing GHG emissions within our value
chain: paper waste reduction and tree plantation.

with automation of several internal as well as
customer-linked processes and channels,
have enabled us to reduce paper waste
generation. The ‘Green Event Guidelines’
rolled out by our retail marketing team has
helped save about 33.10 Lakh Sq. ft. of paper

‘ Our digital products and services, along

during the reporting year.

i

163.25 tonnes

Paper waste recycled in FY23

‘_o_, Our digitised processes and produpts
/30 have helped customers reduce their
frequency of visits to the Bank’s
branches, ATMs, and offices - thereby
reducing associated emissions.

7.01 tonnes

Plastic waste recycled in FY23

30 Lakh+

Trees planted up to FY23

45,000+
tCO,e/per year

CO, sequestration potential created
through our plantation activities so far

84

Reducing GHG
emissions across

our value chain

‘

ﬂ We have launched an ambitious tree plantation
initiative and have successfully planted over 30
Lakh trees to date. This program has not only
resulted in significant reductions in our GHG
emissions but has also served as a catalyst for
enhancing our social and relationship capital.

Where paper use is unavoidable, we are
switching to recycled paper. As a result,
associated emissions increased by less than
20% y-o0-y in FY23, despite a 13% increase in

our customer base.

Waste Management

We aim to work progressively towards
sustainable management of waste
generated from our operations. We
are in the process of formalising

a waste management policy that
prioritises segregation and recycling,
promotes environmental awareness

and ensures safe handling and storage

of waste. We assign clear roles and
responsibilities, comply with legislative
requirements, and aim to minimise
waste generation.

While we have been continuously
striving to reduce waste generation
from our facilities, during the reporting
year, we have taken a significant step
forward by implementing an effective
recycling program for several waste

categories across several of our
locations. This expansion reinforces
our commitment to promoting the
circular economy and minimizing our
negative environmental footprint.
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Waste diverted from disposal by
recovery operation (in metric tons)

S.No. Parameter

Total Waste
Diverted from Disposal
(in metric tonnes)

Recycled
(in metric tonnes)

1 Non-Hazardous waste 272.65 272.65
a) Plastic waste 7.01 7.01
b) E-waste 88.15 88.15
9] Paper 163.25 163.25
d) Other Non-hazardous waste 14.24 14.24
€) Battery Waste 16.67 16.67
2 Hazardous Waste 21.24 21.24
a) DG Qil 4.56 4.56

Total 293.89 293.89

Note: Waste quantities mentioned here includes waste only from our facilities where waste segregation
and recycling have been implemented, except for e-waste — which includes IT e-waste from other

locations as well.

We deal with five types of non-
hazardous wastes: e-waste, paper
waste, food waste, plastic waste,

and other non-hazardous waste. We
recognise our responsibility in ensuring
that all these wastes are disposed
responsibly. For dry waste, we have
implemented waste segregation and
recycling in 16 offices. All the dry waste
from these offices is collected and
disposed through authorised vendors
who eventually recycle the waste.

In FY23, disposal of our owned IT
assets led to the generation of 87.82
tonnes of e-waste and batteries

in addition to 0.33 tonnes of other
e-waste and batteries from our non-IT
operations at select locations. We
ensure that our e-waste and batteries
are disposed through authorised
recyclers.

88.15 tonnes

of e-waste generated and
recycled in FY23

293.89 tonnes

Total waste recycled in FY23

Through internal consultations and
partnerships with our vendors, we will
be expanding the coverage of facilities
at which we track our dry waste
(including e-waste) progressively and
scale it up over the next few years. At
some of our locations, waste diesel oil
is produced due to the operation of DG
sets which is classified as hazardous
waste and disposed using approved,
authorised vendors.

Water Conservation

Due to the value of water as a precious
resource, we use water judiciously.
Our water consumption is restricted to
consumption for domestic purposes
and drinking. At our most locations, we
obtain water from municipal or third-
party suppliers. We are committed to
reducing water consumption and to
accurately measuring and monitoring
it. As part of this commitment, we have
planned installation of loT-based water
meters at some of our locations. In the
coming years, we will be expanding
this coverage in a phased manner.

By incorporating water-saving
practices, and technologies, we are

actively working towards a more
sustainable future and playing our part
in addressing global water challenges.
In our IGBC certified branches,

all washrooms are equipped with
low-flow flush & low-flow fixtures;

the urinals are sensor-based with a
flow rate of 1 to 1.5 Low-Pass Filter
(LPF). Through such measures, most
of our green branches are able to
achieve 27-30% water savings over
the UPC(I) baselines. Estimated water
consumption at an operational level
with respect to our total employee
strength for FY23 is about 2,167 Million
Litres.

We do not generate industrial
wastewater. However, for the sewage
that is produced, we have taken
proactive steps by installing sewage
treatment plants at some of our larger
office premises.

Besides our operation, we also have
an impact outside our operational
boundaries by working with
communities to conserve water and to
rejuvenate water bodies. The details
of this can be found in our ‘Social-
Communities’ chapter.
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TCFD disclosures

HDFC Bank recognises the growing
concerns of regulators, investors,
and clients about climate risks that
businesses, particularly banks and
financial institutions, face. This is
our third year of working on the

86

v L

recommendations of the Task Force on
Climate-related Financial Disclosures
(TCFD) - which provides a useful
framework for identifying climate-
related risks and opportunities,
evaluating effective responses, and
communicating crucial information to
stakeholders.

Governance

The Bank has a Board approved and
governed ESG policy framework and
Environmental Policy that identifies
the Bank's environmental risks

and impacts including those from
Climate Change. The CSR & ESG
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Committee of the Board oversees

the Bank’s sustainability and climate
change initiatives. This committee
oversees and monitors the ESG
framework, the Environmental policy,
actionables and initiatives strategised
and executed by the management
level ESG Apex Council and the ESG
working groups. The committee also
oversees and monitors the Bank’s ESG
disclosures, highlighting the Bank’s
ESG performance and prioritisation

of material topics. The ESG Apex
Council is a senior management level
council that governs and reviews the
progress of the three ESG working
groups that drive the ESG agenda
(including climate change) at the Bank.
This committee shapes and guides the
ESG strategy of the Bank. Updates on
actionable arising from this committee
are further reported to the CSR &

ESG committee of the Board. The
ESG working groups reports to the
ESG Apex Council and is responsible
for driving the Bank’s ESG strategy
and roadmap to achieve set targets,
including those of climate change.

There are three working groups for
better focus and monitoring: the
Environment working group, the Social
& Governance working group and

the Product Responsibility working
group. The Environment working
group sets targets and identifies
opportunities for improvement in
areas of emissions, energy, water, and
waste. The Product Responsibility
group, examines Environmental &
Social (E&S) risks in our portfolio and
lending, including climate risks, while
finding new business opportunities in
the E&S arena. It is also responsible

and accountable for formalisation

of sustainable finance framework

and processes to identify ESG risks

in lending, engagement with clients
on ESG including climate change

and the action taken on TCFD
recommendations including stress
testing. Climate change initiatives are
updated to the CSR & ESG committee
of the Board that meets every quarter.
The Bank has a dedicated ESG vertical
that works in conjunction with several
internal and external stakeholders,

to drive the ESG agenda including
managing, mitigating, and reporting
on climate metrics. The Group Head
(CSR & ESG) reports to the Board
every quarter, chairs the ESG apex
council which drives the ESG & climate
change strategy via the three working
groups. The management level ESG
council and working groups and
hence the CSR & ESG committee of
the Board reviews plans of action,
targets, current performance against
targets, initiatives undertaken by
internal business units and employees
to mitigate effects of climate change
etc. The Board Committee also helps
in setting and reviewing performance
objectives thereby prescribing annual
budgets for the same. The Bank’s
risk team headed by the Chief Risk
Officer spearheads the assessment
and climate risk linked analysis of

the Bank's portfolio. Credit officers
assess overall E&S risks, especially
climate risks through a comprehensive
“ESG & Climate Change Assessment”
framework, as a part of the overall
credit assessment for its wholesale
corporate borrowers.
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The Bank has been reporting to the
Carbon Disclosure Project (CDP)

on its climate change strategy,

risks, opportunities, and emissions.
From the perspective of climate risk
assessment, we will assess the priority
of physical and transition risks in the
near to medium term. Some of the
critical parameters to consider would
be GHG emissions, air pollutants and
climate transition risk pathways both
at the sector and borrower level. There
are two main types of climate related
risks:

1) Physical risks (both acute and
chronic): Economic losses
(physical damage to property and
assets) from extreme weather
events (flood, cyclone, etc.)
attributed to climate change

2)  Transition risks: Possible process
of adjustment to a low carbon
economy and its effects on the
value of financial assets and
liabilities.

We are actively exploring frameworks

to model and assess climate risk.

For this purpose, we have partnered

with an independent global agency to

source models for assessing climate
transition risk. Additionally, we are
committed to acquiring granular data
and utilising BRSR data to strengthen
our climate risk assessment tools and
conduct scenario analysis. Given that
climate risk is an emerging and long-
term risk for the Bank, we will consider
adopting a suitable methodology/
pathway to analyse the Bank’s
exposures under different climate
scenarios.
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Risk Management

Current
regulation

Banks are highly regulated in the country and mandates as part of current regulations are always
integrated into the overall risk planning and assessment process. Current regulations are also
factored in the credit assessment process, especially through the comprehensive ESG & Climate
Change assessment framework for its wholesale corporate borrowers.

Emerging
regulation

Transition risk can impact the Bank's credit portfolio resulting from changes in the climate policy,
technology, consumer, and market sentiment during the transition to a low-carbon economy. This
is particularly relevant for policy changes that can result in loan defaults from certain sectors like
coal, thermal and infrastructure. We are actively exploring frameworks to model and assess climate
risk. For this purpose, we have partnered with an independent global agency to source models

for assessing climate transition risk. Additionally, we are committed to acquiring granular data and
utilizing BRSR data to strengthen our climate risk assessment tools and conduct scenario analysis.

Technology

While our digital environment and information security standards are the foundation of our business
today, as financial services professionals, we do not anticipate technology to have a significant
impact on climate risk. Our low-carbon digital banking products use technology to enable business.

Legal

For large loans, we verify whether the project complies with all applicable environmental rules, failing
to do so could result in the loan becoming a non-performing asset if the project goes into litigation.
This, however, is not a claim against the Bank. There are no other circumstances in which the Bank
can be held liable for a climate-related lawsuit.

Market

In the context of climate change, markets could play a key role in shifting the demand and supply
for certain products like green loans or bonds, or in low-carbon digital products. However, we do
recognise the relevance of change in consumer preferences, and hence, the need to evaluate this
risk, but do not have the tools at present to quantify/include this as part of our risk assessment
process.

Reputation

Reputation risk from community/customer perception is a primary risk to our business. We thus
invest in community and customer involvement through surveys and structured engagements to
educate and enlighten them on climate risks and mitigation. Further, ESG performance measures
are increasingly being used by the global investor community, especially sovereign wealth funds and
pension funds, to assess long-term profitable growth. We strive to implement environment-friendly
measures throughout our operations. We further show our commitment to ESG, particularly climate
change, by including ESG elements in regulatory reporting such as the annual report. In addition, in
our annual integrated report, we publish details on our carbon emissions and footprint (third-party
assured).

Acute physical

Acute physical hazards can have a negative influence on our credit portfolio by causing bad debts
due to damage to property, infrastructure, and land. This is also relevant for climate disasters
destroying assets (that serve as collaterals). We continue to measure physical risks from a climate
risk assessment perspective and will assess the priority of these risks in the near-to-medium
term. In addition, our Disaster Response and Business Continuity teams conduct business impact
analyses and have rapid response procedures in place in the event of natural disasters such as
floods.

Chronic physical

Chronic physical risks are far into the future. Given that climate risk is an emerging and long-term
risk for us, we will consider adopting a suitable methodology/pathway to analyse our exposures
under different climate scenarios.
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Further details on our ESG strategy
and climate change that drive the
importance of a holistic approach

that encompasses ESG aligned
decision-making not only for our
internal operational practices, but also
extending beyond, onto our external
financing activities are available in

the chapter on ESG strategy and
sustainable finance. The chapter

also highlights our focus areas in the
domain of sustainable finance including
transition finance, engagement with
borrowers to understand their best
practices, perspective to climate
change and net zero goals. While

our lending procedures are guided

by borrower and market demands,
the bank's credit exposure is well
diversified across numerous industries,
with no single industry having a high
concentration. As a result, the Bank's

credit exposure to ecologically/socially
sensitive industry sectors has minimal
negative consequences. In addition,
as part of our credit policy, we do

not extend finance for setting up of
new units for producing/consuming
ozone-depleting substances (CFC

- 11, CFC - 12, CFC - 113, Carbon
Tetrachloride, Methyl Chloroform,
Halons — 1211, 1301, 2402) and for
small and medium scale units engaged
in the manufacture of aerosol units
using CFC.

Metrics and Targets

We have taken on an ambitious

target for achieving carbon neutrality
of our scope 1 and 2 emissions by
FY32 and are already aligning our
operations to progressively stringent
internal benchmarks for enhancing our
energy performance and integration

of renewable energy. If FY24, we will
be reviewing our performance against
the internal benchmarks and targets
and incorporating the best available
technologies and practices to realign
our integrated strategy, wherever
required.

Additionally, we aspire to fortify our
commitment to financing climate
change solutions such as energy
transition, renewables, energy
efficiency, sustainable transportation,
green buildings, climate smart
agriculture, among others, and have
already embarked on a process to
examine our financed emissions and
carbon-related asset exposure with
the intent to develop KPIs and set
goals to track the progress towards
assisting our customers and clients in
transitioning to a sustainable, low-
carbon economy.
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Customer Centricity

Embedding customer focus
In everything we do

Our customers are the
key to our existence,
and customer focus

is one of the five core
values driving our
mission to be a world-
class Indian Bank.

90

MANAGING CUSTOMER
INTERACTIONS AND FEEDBACK

Service Quality

Initatives

Net Promoter
System (NPS) -
‘Infinite Smiles’

Grievance
Redressal

Service Quality
Initiatives and
Grievance Redressal

The Bank has always endeavoured
to improve customer experience and
has adopted a holistic approach for
the same across multiple channels
ranging from Branch Banking,
PhoneBanking, NetBanking,
MobileBanking, WhatsAppBanking,
EVA chatbot and the Bank’s social

care handles. The Bank has also
improvised on the relationship-based
banking programmes by introducing

a Virtual Relationship Manager (VRM)
programme to cater to various financial
needs in a personalised manner. To
improve customer service, the Bank
has implemented a three-step strategy
— Define, Measure, and Improve.

The Bank has established robust
processes to regularly monitor and
evaluate service quality levels not
only at various touchpoints but

also at a product and process level
through the Quality Initiatives Group.
To continuously enhance the quality
of service, the Service Quality team
conducts regular reviews across
various products, processes, and
channels. The Bank has also created a
unique Service Quality Index (SQI) for
its primary customer-facing channels,
which measures their performance on
critical customer service parameters
and helps improve the same.

The Bank prioritises customer service
satisfaction as reflected in our Board-
approved Grievance Redressal Policy.
The Grievance Redressal Policy is
accessible to the public on our website
and in our branches.

The Bank receives customer
complaints largely in relation to Debit/
Credit Cards, Internet Banking,
account operations, loans and
advances amongst others (Refer
Annexure 7 to the Director’s Report).
The Bank's service quality team and
Grievance Redressal mechanism is
being further strengthened to prioritise
prompt resolution of complaints. The
Bank is working towards providing
timely updates to customers and
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The Bank has participated in
RBI’s Nationwide Intensive
Customer Awareness campaign
to enhance customer awareness
of their rights and responsibilities
in relation to customer service
standards, as well as the Internal
Grievance Redress (IGR) provided
by the Regulated Entities and
Alternate Grievance Redress
(AGR) mechanism of RBI. The
Bank aims to reach the unreached
customers by spreading the
awareness to the farthest and
remotest areas of the country.
The initiative also aimed to raise
awareness among customers
about the self-protection
measures to safeguard against
the increasing incidents of digital
and electronic financial frauds.

ensuring their complaints are handled
by dedicated officers in accordance
with regulatory guidelines.

The Bank's Board-approved Protection
Policy limits customer liability in case
of unauthorised electronic banking
transactions. In addition to customer
awareness sessions, your bank is also
working on implementing technology
specific risk based controls to curb the
menace of financial frauds.

The Bank invites and reviews
performance on customer service,
quality of service provided and
grievance redressal at different levels
including Branch Level Customer
Service Committees (BLCSCs),
Standing Committee on Customer
Service (SCCS) and Customer Service
Committee of the Board (CSCB).

Building a customer-
centric culture using
Net Promoter System
(NPS) - ‘Infinite Smiles’

We, at the Bank, believe that delivering
an outstanding customer experience
is a strong differentiator for a great
product and is key to a sustained
competitive advantage. The primary
aim of the Infinite Smiles programme is
to establish employee behaviour and
practices which leads to customer-
centric actions and continuous
improvements.

Last year, we initiated measurement
on key journeys, identified action areas
to improve customer experience and
implemented several key initiatives.
This has led to a steady improvement
on our NPS over the year.

This year, we built on our commitment
to our customers by scaling the
coverage of our Infinite Smiles

programme — we introduced new
journeys, new episodes and new
products ensuring a much wider
coverage. Customer focus has seen
increased focus - regular cadence
with key stakeholders and rigorous
follow-up on actions have become the
cornerstones of Infinite Smiles.

The programme now encompasses
critical episodes — On-Boarding
journeys, customer instructions, ATM
transactions. We now cover 140+
episodes and have contacted around
100 Million customers in FY23 for
their feedback.

Our ‘Infinite Smiles’ program rests on
three meticulously designed pillars

— ‘Listen’; ‘Learn’; and ‘Act’ which
enables us to embed customer-
feedback led transformation as a
discipline into our systems, challenge
what is considered as the standard,
and offer a customer experience that
places us amongst the best service
brands.

TRANSFORMING SCORE TO SYSTEMS

o) )

V.

Listen Learn Act

Feedback of Review and Resolve the issue

customers follow up to better | in the near and
understand long term

3.2 Mn

feedback captured

across key channels,
critical episodes and
key product journeys

66

*Bottom Up NPS score

BU NPS Score*

3.2 Lakh+

huddles conducted
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This well-defined System builds on
the Score and requires every level

of the organization to be rigorously,
consistently focused on the quality of
customer and employee relationships.

In order to foster individual learning
and inspire front-line employees to do
right by its customers, we created an
advocacy organisation that ensures

1. Sustained leadership
commitment

Embraced the goal of creating more
promoters and fewer detractors as
a mission to building Service First
Culture

2. Building greater focus on
understanding customer
needs

Operationalising customer empathy,
through Detractor engagement -
front-line employees hear positive

and constructive feedback directly
from customers enabling them to
support actions that improve customer
experience.

3. Robust operational and
analytical infrastructure

Customer Experience Transformation
team leads the effort and is
responsible for maintaining rigor.

- T —

It rallies across departments with

the objective to drive the mission of
serving the customer and bringing
voice of customer into decision making

4. Reliable and trusted metric

We use Net Promoter Score (NPS)
branded as Smile Score - a simple
and easy to understand metric which
is reliable and valued. We have now
embedded Smile Score and customer
feedback as an outside-in perspective
for measuring process efficiency.

Infinite Smiles program is a practical
framework to grow by enriching the
lives of our customers and employees.
[t is the business equivalent of the
Golden Rule: Treat others as you
would want to be treated.

Guided by our aspiration to move
from score to systems, we have been
working to institutionalise the process
for addressing customer issues that
transcend beyond measurement and
create a culture of customer-centricity
and agility.

We would not only like to anticipate
and react to changing customer
expectations but also like to provide
a proposition to our customers

that makes us more attractive than
competitive alternatives.

With this in view we subscribed to
competitive benchmarking of NPS,
in the form of a subscription based
product NPS Prism®.

HDFC Bank leads the overall
brand NPS ranking among 20+
competitors in the banking
category.

Our commitment to building a
customer obsessed culture and
constant effort to include everyone
in the organisation has ensured
continuous improvement leading to
growth in customer’s advocacy with
the brand.

Brand NPS Score (Indexed) |
Banking Category

HDFC Bank 100

Bank A 94

Bank B 94

Bank C 85

Bank D 83

Bank E 81

Bank F 74

Bank G 70

Bank H 54

e Source: NPS Prism® benchmarking
report (2022). NPS Prism® is a
registered trademark of Bain &
Company, Inc.

e Name of competition banks
intentionally masked
e Score indexed to HDFC Bank

e Competition banks do not include
pure-play credit card providers
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Some of our customer-centric initiatives

TO STAY SAFE FROM

ANY FINANCIAL FRAUD
FOLLOW

:VIGIL AUNTY

Vigil Aunty

As a socially responsible corporate and
a leader in banking, we understood

the importance of educating the

public about safe banking practices

in the era of digital payments. Despite
the evolving tactics of fraudsters,

we implemented multiple initiatives

to drive fraud awareness among our
employees and customers.

Realising that traditional financial safety
ads had lost their appeal, we seized
the opportunity to engage Indians

SEND "Hi" ON

729 003 0000

TO KNOW ABOUT THE LATEST FRAUDS
AND HOW TO PREVENT THEM

through their love for Bollywood and
social media influencers. Introducing
our Secure Banking influencer,

"Vigil Aunty," became our strategy
to educate and protect Indians from
fraudsters in an entertaining manner.

We launched Vigil Aunty on the

75" Independence Day through
mass announcements in leading
newspapers. To maximize reach,

we created thematic and contextual
educative videos featuring Vigil Aunty
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on platforms like Facebook, Instagram,
and Josh, where influencer-generated
content thrives.

Through these channels, we kept

our customers informed about the
latest tactics employed by financial
fraudsters, empowering them to
detect cyber fraud attempts and stay
safe. Additionally, we developed a
WhatsApp Chatbot (729 0030 000) to
provide real-time updates and insights
into the latest news and frauds.

In just 6 months, Vigil Aunty
garnered a staggering reach of
146 Mn+ and built a dedicated
fan base of over 2.3 Mn. As

part of our commitment, we
conducted more than 5,900
training programmes, benefiting
over 62,500 customers, including
senior citizens, self-help groups,
and law enforcement agencies.

Going beyond awareness, we
proactively tracked online frauds

and vulnerabilities, with a primary
focus on protecting our HDFC Bank
customers. Leveraging powerful tools,
we monitored fraudsters on Google
and social media channels. Swiftly,
we identified and took down fake
customer care numbers, social media
profiles, Twitter handles, and career
pages falsely associated with HDFC
Bank. Our response time for removing
such fraudulent entities was within
24-48 hours.

From September 2022 to March 2023,
we successfully dismantled over
82,692 fake profiles, 1,500 counterfeit
links, and 1,900 deceptive contacts,
effectively mitigating risks and
safeguarding our customers' interests.
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Festive Treats 4.0: Bringing
Back the Festive Cheer

Through our Festive Treats 4.0, we
aimed to encourage our customers

to celebrate festivals like before &
make a shift from toned-down festive
celebrations that the country had
witnessed in the previous 2 years.

To make this festive season bigger &
better, this year’s theme was “Tyohaar
ko bada banayein”.

We supported this campaign by
providing 10,000+ offers on Cards,
Loans & Easy EMI. For the first time, we
created region-specific exclusive pages
with over 5,000+ hyperlocal offers to
promote regional festive flavours. The
campaign was promoted actively on
internal & external media channels with a
special focus on driving digital business.

Tyohaar ko bada banayein
with 10,000+ offers on

CARDS | LOANS | EASYEMI | ACCOUNTS

The mega campaign was also
supported on ground with
visibility at

1.60 Lakh+

outlets, dealerships & DSAs,
6,500+ branches and 23,000+
activations.

Provided

10,000+

offers on Cards,
Loans & EasyEMI

Cards Portfolio

BEAUTIFUL POSSIBILITIES.
READY FOR YOU.

WITH HDFC'BANK CREDIT CARDS.

Staying true to our core values of
customer-centricity and placing
customers at the heart of all our
operations, we expanded our credit card
portfolio to cater to the distinct needs
and preferences of various customer
segments.

Through a variety of partnerships and
benefits, we were already taking care of
our customers' travel needs; given that
‘railways’ continue to be the backbone
of the country and the preferred mode
of travel by most Indians, we introduced
a new product to serve this set of
customers. We collaborated with IRCTC
and launched the IRCTC HDFC Bank
Credit Card. This card gives the greatest
savings on train ticket purchases made
through the IRCTC website and Rail
Connect mobile app.

Best-in-Class | 6000+ Offers
Rewards | throughout the year

exclusive offers, and higher rewards
were underserved. To meet the needs

This card provides exclusive offers and

We also realised through customer unparalleled benefits on luxury travel,

interactions that many super premium
customers seeking greater benefits,

of this affluent customer segment, we
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introduced the Regalia Gold Credit Card.

lifestyle, and shopping experiences
across popular brands.
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Taking a step today
for a better tomorrow.
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SmartHub Vyapar Launch

In the post pandemic world, the way
merchants do business was changing
and there was a pressing need for a
solution to their banking and business
problems. Hence, SmartHub Vyapar,

a pioneering app that brings a vibrant
suite of payments, lending and business
solutions onto a single platform, was
launched in October, 2022.

“Har jaroorat ka upay, ek app jo vyapar
ko aaege badhaye” positioned this app
as a solution provider for the merchants.
The campaign included a high-

impact PR launch with senior officials

addressing the media across 13 centres.

The launch was covered in 400+ offline
and online media publications with a
total readership of 8.6 Cr+. This was
supported by release of a new microsite
for the app and on-ground activations -
1,000+ padyatras conducted covering
75,000+ stores.

The campaign was a huge success
leading to a 88% growth in the digitally
acquired merchant base per month and
170%+ increase in monthly business
volume since September. SmartHub
Vlyapar has a playstore rating of 4.9 and
ios rating of 4.6. It has 1M+ downloads
since its launch.

CSR Parivartan films

On the occasion of World Environment
Day, on 5" June 2022, the Bank
launched four unique films that highlight
the Bank’s Environment, Social and
Governance (ESG) focus and work done
as part of HDFC Bank Parivartan. The
films highlight the Bank’s commitment
to ‘Leading Responsibly’ and the TV
campaign was broadcast on all leading
news and television channels. We
believe that as India’s largest private-
sector bank, we must use our brand to
create a positive social impact and make
a difference in the lives of communities.

Banking solutions &
Business growth
with One powerful app,

now get both
L} HDFC BANK | 2
Introducing Smal’t 6’.
VYAPAR

Key Features of
SmartHub Vyapar app

¢ |nstant, Digital, and Paperless
merchant onboarding for HDFC Bank
existing customers.

e Accept payments via all payment

modes and make business payments

via Business Credit Cards.
e Get access to banking products &

services — Fixed Deposits, Pre-Paid
and Credit Cards.

As part of the campaign, we also
launched a high-decibel initiative called
#EnginesOff to raise awareness on the
importance of reducing air pollution.
Through a short street play, motorists
idling their vehicles at busy traffic
intersections were encouraged to switch
off their engines while they wait for the
signal to turn green. The #EnginesOff
activity was conducted in 40+ cities, at
140+ busy traffic junctions.

#EnginesOff campaign won GOLD
award at 12" ACEF Global Customer
Engagement Awards.

e Avail instant & pre-approved loans to
grow their business.

e Grow business digitally with merchant
campaigns, customer offers & rewards.
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Making Banking Simple,
Secure and Service-centric

We have taken several
strides in our technology
transformation agenda
and delivering secure
services continues to

be a priority for us. Our
vision is to provide our
customers with the best
possible neo-banking
experience, and to
achieve this, we continue
to create products that
make banking effortless,
user-friendly, and
secure.
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Technology and Digitisation play a
crucial role in positioning HDFC Bank
as a leader in the Indian financial
services industry. This is further
supported by our strategic pillars,
which form the foundation of our vision
for the upcoming years and guide

our consistent performance. We have
defined these as:

e Transform the Bank: The
‘Transform the Bank’ pillar represents
HDFC Bank’s commitment in
revolutionising our infrastructure,
systems and processes to meet

the evolving demands of the digital
era. It encompasses strategic
initiatives aimed at embracing
emerging technologies, implementing
innovative solutions and driving
transformative change across the
Bank to stay at the forefront of
technology advancements.

¢ Run the Bank: The focus of this
pillar is on ensuring the smooth
functioning and reliability of our
existing platforms and systems
by prioritising maintaining the
robustness, scalability and resilience
of our technology infrastructure
to provide a seamless and secure
experience for our customers.

e Building Competencies/CoEs:
With this pillar, we concentrate on
cultivating our internal capabilies
and expertise in key technological
innovations to establish Centres of
Excellence (CoEs) which act as a
knowledge hub that foster excellence
in areas such as data analytics,
cybersecurity, user experience
design and software development.

¢ Nurturing Tech Talent: It
emphasises our commitment in
attracting, developing and retaining
top technology talent within our
organisation leveraging their technical
skills and expertise to build high-
performing workforce that drives
innovations and supports digital
transformation in this competitive and
fast paced technological landscape.

Please refer our overall
approach to talent on Pg 104
(Human Capital)

These robust strategic pillars form the
framework for our future endeavours,
allowing us to leverage technology
effectively and drive innovation in the
financial services sector.
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Modernising legacy to
transform the Bank

To realise our vision of delivering

a streamlined and digitally driven
banking experience, we have
intensified our efforts on modernisation
by focusing on the following key areas:

Cloud Adoption

Significant progress has been made in
HDFC Bank's cloud adoption journey,
resulting in enhanced operations

and improved customer services.

By embracing the cloud, the Bank
has achieved notable advancements
in terms of scalability, agility, cost
optimisation and security. Some key
achievements include:

1. Scalability and Availability:
Utilising cloud has enabled
us rapidly scale infrastructure
and services as per customer
demand. With the ability to
provision resources on-demand,
the Bank can seamlessly handle
peak workloads ensuring
uninterrupted services and
availability.

2. Multi-Cloud Leadership:
HDFC Bank stands out as the
first in the banking industry to
establish a common landing
zone across three different cloud
service providers. This pioneering
approach maximises flexibility,
efficiency, and resilience.

3. Product and process
innovation: Through the
utilisation of cloud-based
applications and programmes,
HDFC Bank has achieved swift
product and service launches,
experimentation with innovative
solutions, and streamlined
internal processes. This increased
agility has allowed the Bank to
quickly adapt to evolving market
dynamics and successfully
develop notable projects like
PayZapp 2.0, Xpress BizFinance-
CLO, HDFC Streams Solution,
and more. The key ones are
explained in detail in the Digital
launches section.

4. Data optimisation and control:
In addition, HDFC Bank has
undertaken the Data Lake project,
migrating the on-premises data
warehouse to the cloud. This
migration has resulted in real-time
availability of data, allowing near-
real-time processing of batch,
structured, and unstructured
data sources. Moreover, it has
provided the Bank with fine-
grained control over data access
based on role-based permissions,
ensuring data security and
privacy.

Leveraging Artificial
Intelligence and Machine
Learning

Leveraging the transformative

potential of Artificial Intelligence (Al)
and Machine Learning (ML), HDFC
Bank has significantly enhanced its

operations and delivered superior
financial services to customers. The
following are the key benefits and
achievements in the past year:

e Enhanced Customer
Engagement: The integration of
Al-ML technologies into HDFC Bank
One and EVA Chatbot platforms has
played a pivotal role in improving
customer engagement. By leveraging
Al-ML algorithms, personalised
recommendations and tailored
services are provided to individual
customers, resulting in a more
customised and satisfying banking
experience.

e Strengthened Risk Assessment:
HDFC Bank has initiated the
utilisation of Al-ML models to
enhance its risk assessment
capabilities. This proactive approach
enables the identification of potential
risks and the development of
effective mitigation strategies. The
implementation of AI-ML models
in Vyapar and the Bank's risk
assessment system, has proven to
be instrumental in ensuring robust
risk management.

e Advanced Fraud Detection:
The bank's robust fraud detection
system has been further enhanced
through the application of Al-ML
techniques. This technology enables
the identification and prevention of
fraudulent activities, safeguarding
customer transactions and protecting
against emerging threats. The
upcoming development of Faceless
Authentication will further expand
the capabilities of the Bank's fraud
detection system.
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Active-Active Architecture

To enhance operational resilience
and provide uninterrupted banking
services, HDFC Bank has embraced
the cutting-edge Active-Active
architecture. This technology
framework ensures high availability
and continuous accessibility of
critical systems and applications by
maintaining synchronised and active
instances across multiple data centers.
The benefits of this approach are:

e High availability and continuous
accessibility of critical systems,
ensuring uninterrupted services and
enhancing customer experience.

e |mproved system performance,
reduced downtime, and enhanced
business continuity.

e Minimised disruptions and optimised
load balancing for seamless failover
during peak demand periods.

The adoption of Active-Active
architecture showcases HDFC Bank's
commitment to leveraging innovative
solutions for operational resilience and
delivering reliable banking services.

Branch Digitisation

HDFC Bank has taken the lead in
branch digitisation, revolutionising
the traditional banking experience
with technology-driven solutions.
With the aim of providing customers
with convenient and efficient banking
services, we have embarked on a
comprehensive digitisation journey
across our branch network.

¢ Integration of Digital Channels:
Initiatives like Zscaler have
seamlessly integrated digital
channels, self-service kiosks, and
advanced automation technologies,
resulting in streamlined operations

and enhanced customer interactions.

e Smartbranch Implementation:
By establishing Smartbranches, key
processes such as account opening,
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loan applications, and transactions
have been digitised, offering
customers a more efficient and
convenient banking experience.

e Self-Service Options: Our digital
branch platforms provide customers
with a range of self-service
options, enabling them to perform
transactions, access account
information, and seek assistance
independently, further enhancing
convenience and empowerment.

This branch digitisation strategy has
not only significantly improved the

overall customer experience but has
also boosted employee productivity.

Our investments in
strengthening core
technology are bearing fruit

Exponential growth in UPI
volumes:

Over the past year, HDFC Bank's UPI
has achieved impressive Y-O-Y growth
of 70% in both value and volume,
indicating a continuous upward trend.
Moreover, the implementation of

the Active-Active architecture of UPI
has been successful, enabling us to
process records from both NPCI DR
and NPCI PR sites simultaneously. This
is a crucial step towards establishing
the foundation of our HDFC BANK UPI
Active-Active design. UPI will further
be enhanced with the introduction of
UPI Lite, a digital non-interest bearing
wallet with the ability to transact offline
without requiring pin. The first issuer
for the wallet is now live across the
country.

HDFC Streams

With exponential growth in UPI
volumes, we are geared up for the
next UPI revolution and have recently
developed HDFC Streams, an adaptive
rate limiter that is deployed between
the source and destination systems,

whether they are located in the Cloud
or On-premises.

HDFC Stream’s primary function is to
intelligently manage and control the
exchange of transactions based on

the health of the destination system.
The monitoring mechanism of Streams
enables detailed performance analytics
of the destination system, facilitating
the early detection of any irregularities
and preventing performance
deterioration.

e Benchmarked to handle 5,000
transactions per second
against current peak observed
of 1,350.

* Monitors & recalibrates the
transactions at a frequency of
4 times a second

HDFC Streams Solution will further be
extended to cover the other financial
transactions as well to ramp up the
volumes.

Tokenisation

HDFC Bank is the only bank to
implement ‘Bank Tokenisation’ in
addition to ‘Network Tokenisation,’
facilitating the enablement of On-us
transactions resulting in significant
savings. This initiative was awarded as
the ‘Most Innovative Solution’ in APAC
by Discover.
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Digital Launches: Delivering
enhanced customer
experience to Run the Bank

PayZapp 2.0 - Convenience,
safety, and rewards in one neo-
tech powered app

Our revamped PayZapp 2.0 app is a
modernised payments app that aims
to provide customers with a seamless
and intuitive user experience while
ensuring enhanced security features.
This new app comes with a variety of
quality-of-life improvements over its
predecessor, including:

1. Convenience
2. Swipe to pay safety & security

3. Variety of payment options

PayZapp 2.0 achievements post
its March 2023 launch:
e 1.1 Million customers in

45 Days

e 1.5X increase in
Avg Customer Spends

e First app to be enabled
with RuPay Credit Cards
for UPI payments

e 65 Lakh+ Total Transactions

Monay Lardn
Agcounts & Cards

FayZaop Watel -~

Ta718 4 nes

Social Media Mentions

“Excellent update. The app is
now a breeze to use. Intuitive
with no clutter, fast and visually
appealing. Easy to make
payments. SmartBuy integration
is extremely helpful”

“Much faster than the previous
PayZapp version and no error or
bugs seen. Points earned can be
converted to cash. Using it more
than my other mobile payment
app (which | have been using for a
long time now)”

“Now the app looks super cool
and with all features including
credit card option also happy

to see update after so long with
smooth experience thank you
hdfc for taking my word serious”

SmartHub Vyapar

SmartHub Vyapar is a

comprehensive payments and banking
solution aimed at fulfilling the everyday
business needs of merchants. The app
allows instant, digital and paperless
merchant onboarding for HDFC Bank
customers, accepts interoperable
payments across multiple payment
modes, and enables remote payments.
Merchants can also avail banking
services such as opening fixed
deposits and quick access to pre-
approved loans and credit cards.
Additionally, the app has a marketing
tool that enables merchants to
broadcast their offers via social media
to existing and potential customers.

e 1.5 Million+ merchants
using the app

e 18 Lakh+ transactions
handled daily

e 4.9 average rating on the Play
Store and 4.6 on App store
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HDFC Bank One (Customer
Experience Hub)

HDFC Bank One (Customer
Experience Hub), our AI/ML driven
conversational bot transformed our
on-premises contact centre into a
singular centralised platform. It is being
expanded further. It has been rolled
out pan-India covering contact centres
including Inbound PhoneBanking,

IVR self-service, virtual relationship
management teams and tele-sales.
The platform offers an omni-channel
experience across WhatsApp chat
banking, SMSBanking, IVR, and agent-
assisted services.

e Customers Served: 12.5 Mn+
e 22 Mn+ Interactions handled

e Multilingual Voice bots
covering 39% of interactions

e 29 journeys available on
voice bots

e 190+ transactions
on ChatBanking

Xpress Car Loan

Our Xpress Car Loan (XCL) platform,
which offers end-to-end digital car loan
disbursals, has seen strong customer
response. The Bank plans to enhance
the platform further by engaging

with leading car dealerships and
manufacturers to offer seamless loan
disbursals and purchase experiences
across the country. It is the single
largest digital car loan platform for
origination & disbursement in India

e 50K+ car loans disbursed
digitally on the platform

e 3 Lakh+ applications
processed

e Recognised as the 'Best in
Class Lending Solution' at the
Global Fintech Fest
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FAST-"RACK

THE JOURNEY TO YOUR NEW CAR
WITH X€PRESS CAR LOAN

We have made financing as
simple as 1-2-3

(%} Pre eligible offers
Awailabdn for existing HDFC Bank
custormers. Dahers can apply Tor,
and avail the offer by providing a
few detads

"% Pocket-friendly EMI
schemes
Up to 70% Jower EMI in the first
12 manths

i=1  Quick loan disbursal

Loan distxirsed within seconds
of complegion of process,

\. S

Cattle Finance

The Dairy Cattle Finance App is
designed to support dairy farmers with
their loan application and processing
needs. The app provides end-to-end
digital processing of applications, right
from onboarding to disbursement,
resulting in a significant reduction

in turnaround time. Since its public
launch in December 2022, the app has
already facilitated the processing of
over 2,700 applications.

Acquisition & Servicing Journeys

With significant progress in our
digitisation agenda, HDFC Bank

has taken great strides in digitising
customer journeys, building upon the
momentum of previous years. Our
acquisition journeys have played a
pivotal role in providing smoother and
consistent customer experiences, with
30 live journeys currently available.
Recently added journeys include New
to Bank - Cards, Existing to Bank

- Cards without offer, Gold Loan &
Smart Hub lead form, and Sovereign
Gold Bond. Furthermore, we have also
rolled out servicing journeys such as
Debit Card Hot Listing and Re-issue,
Nomination/Email updation, and more.

Exciting journeys like Insta Current
Account, Business Loan for Existing
and New to Bank customers without
offer are nearing their final stages
before launch.

Volume of Digital Transactions
® 95% of our Total Transactions-
up from 90% in 2021

e 74% of our Total Acquisition-
up from 59% in 2021

e 76% of our Total Servicing - up
from ~70% in 2021

* 98% of Personal Loans
°* 69% of Business Loans

e 6.5 Lakh Credit Cards
sold digitally

Smart Saathi

A platform for the Bank's network of
Corporate Business Correspondents
and Business Facilitators. With this
launch, we have digitally enabled our
network of Business Correspondents
and Busin