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® INTERVIEW: SRINIVASAN VA|DYANATHAN chief financial officer and group head - finance, HDFC Bank
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HDFC. thathe can ightneed-basedsale market shale is 9 10% When mvem:rs

ie pp or provide the nght service to the cus-  lookatexec
tolending, Srini chief  tomer. it look at ivityand
financial officer andgmup head — finance,  rather than purely through art. Covid has efficiency metri its per branch,

taught us to have a more science-based

competition. Excerpts:

Has the pandemic in anyway changed
your perception of whoyour customer
is?

1 wouldn’t say that it has
changed thataspect.But,due to
the accelerated digital think-
ing,we'llgetmorecustomersas | [
digital enables the customer
acquisition funnel to increase
and the turnaround time to
consummate therelationshipis faster. We
want to ensure that we capture the cus-
tomer for simply a transaction, which is
what digitalisation is doing, and we want
to replicate that in relationship manage
ment. We are trying to make that analyt
ics-based. The system through analyticsis
nowtelling the relationshipmanagerwhat

h.The market to
acquire the customer has now become
much bigger. Policies such as video KYC
have also allowed us to do this better. But
weare stilladding branches because that’s
important to some customers.

HDFC Bank has been a mar-
ket favourite for its consis-
tency,butothersare catching

revenue per branch, etc.On that count we
continue to be best-in-class amongst our
competitors. Similarly, there’s return on
assets (RoA) which investors closely look
at. We have been consistent at 2% RoA
overa period of time and competitors are
now catching up. For many banks,
investors have seen the return on equity
going below the cost of capital and only
now is it meeting that. Our price to book
ratio has been in the range of 3x-4x five

up.Do;
something more from you
now?

We are known for consistency of per-
formance and best-in-class execution
across parameters. Between 2017 and
2021, 0uradvances havegrown 2.3 times,
between 2016 and 2020 - pre-Covid - it
wasstill 2.3-2.4 times and between 2011
and 2016 it was 2.5 times. We have seen
the other banks in the system either in

needs some service in terms of nomina-
tions or address change, what is the
propensity of a customer from a product
and depth of relationship point of view so

growth mode.Ifyoulook
at market share, during the 21-month
Covid period, our share in incremental
growth was about 25%, even though our
loan market share is 10-11% and deposit

Covid has taught us to have a
more science-based and
digital-based approach. The
market to acquire the customer
has now become much bigger.
Policies such as video KYC have
also allowed us to do this better.
But we are still adding branches
because that's important to
some customers.
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ter, but card loans grew only 10%. Cus-
have more liquidity and they

in the high teens, you get a compounding
return. The other key differentiator is our
asset quality which continues to be best-
in-class and stable across cycles.

The share of revolving customers in the
credit card marketis falling. How doyou
dealwith that?

This is a cyclical rather than struc-
tural change in customer behaviour
whichisinduced partly by whereweare
intheeconomicrecoveryand partly due
to conditions specific to HDFC Bank.
Rational customers would typically

gravitate towards secured funding first
because it is the lowest-cost, which is
where theymovedafter Covid. Thesecond
port of call would be a lower-cost unse-
cured product,suchasa personal loan.Only
then will they come to a card-based bor-
rowing, which is higher-cost. Customer
behaviour through the pandemic has been
pretty tight. Initially there were fewer
avenues to spend,when things opened up
thesecond wave came, after thatwe started
to tighten things. In terms of credit pollcy

are spending. There’s another type of cus
tomer — the‘revolver’who will exhaust all
other avenues before coming to a higher-
cost borrowing. We have been risk-off|
mode given the uncertainties. The cycle s
now gradually coming backand it will bea|
few quarters before the top line starts to}
return.Also, forabout ninemonthswe did:
't book any new customers. We have now|
accelerated customer acquisition and
brought in about 1.3 million customers
between August and December. It willbea
few quarters before they are activated and
startrevolving.

Have you identified any governance
lapses in the case of mis-selling of GPS|
devices?

The bank has zero tolerance for mis-
selling. Individual aberrations have been
fully dealt with and that has been done
through training and closer supervision.
‘Weinternallylooked at theissue and dealt
with the people who were individuals not|
following processes and procedures. We|

‘we wanted people to by
took more exposure. Things are slowly
coming back. Spends grew 24% last quar

k and rei focus on the|
3Cs — culture, conscience and customers|
~ across the organisation.




