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HDFC Bank 2.0 under
Jagdishan: Steady
beginning, milestogo

MANOJIT SAHA
Mumbai, 29 October

Sashidhar Jagdishan,
managingdirector and
chiefexecutive officer of
HDFC Bank, the largest
private-sector lender ofthe
country, hasjustcompleted
his first term.

The period October 2020~
October 2023 wasaroller
coaster, and thesecond one,
which started on October 27,
couldbe moreinteresting as
thelender absorbsthe
impactof the mergerof
HDFC, whichwasintegrated
onJuly1,and movesto the
nextgrowth phase.

Soon after he took over
thereins from Aditya Purion
October 27,2020, the Reserve
Bankof India (RBI)debarred
HDFCBank fromenrolling
new credit card customers
and launching new products
under the Digital 2.0
programme due to repeated
outagesonitsmobile-
banking and internet-
banking platforms.

HDFC Bankwasthe
largestissuer of credit cards,
and continuestobeso. The
banwasabigblow toit.

HDFC Bankunder
Jagdishan took the challenge
head onand wentonawar
footing to plug the gaps.
Subsequently, firstin August
2021 thebanon credit cards
waslifted, and then in March
2022, the RBIwithdrew the
restrictions on Digital 2.0.

When the pandemic
struck, HDFC Bank was
quick tore-strategise, which
saw the retail-wholesale loan
share flipping in favour of the
latter asbusiness loans were
seen asless risky then. The
pre-pandemic proportion
hasnow been restored with
the merger of HDFC.

Duringthe three years
under Jagdishan, HDFC
Bank’s balance sheet more
thandoubled. The loan book
size increased by 127 percent
and depositsby77 per cent,

THREE-YEAR REPORT CARD

Sep30, 2020 Sep 30,2023
Balancesheet %16.09 trillion X34.16 trillion
Total deposits %12.29trillion %21.73 trillion
Total advances %10.38 trillion %23.55 trillion
Retail: wholesale 48:52 55:45
No. of branches 5,430 7,945
No. of credit cards 14.97 million 18.83 million

*Sep 30,2023 includes mergerwith HDFC

and thebankadded around 4
million credit cards.

The mergerwith HDFC,
completed inrecordtime,
showcased HDFC Bank’s
execution capabilities,
Jagdishansays. [twasnotan
easy one, and was expected
tohave animpactonthe
financials.

There are two areas that
HDFC Bank was always
conscious about —net
interest margin (NIM) and
assetquality. HDFC Bank
never allowed the NIMto
dropbelow 4 percentand its
assetquality remained the
bestinclasseven
throughout the second half
ofthelastdecade when
bankingsector grossnon-
performingassets (NPAs)
went through the roof to hit
11.5 per centin March 2018.

Gross NPAs aspercentage
ofgross advances wentup to
1.34 per cent as on September
30,2023, from1.17 per centon
June 30,2023. On the day of
the merger, thatisJuly 1, the
ratiowasat1.41percent,
coming downduetonet
reductions.

Source: HDFC Bank

“Ithinkthe company
maintained the returnon
assets(RoA)ataround the 2
percentmarkand the return
onequity (ROE) at16.2 per
cent. Sotop line growth and
profitability have been intact
and willonly improve,”
Jagdishan told analysts.

Inareporttitled “Outof
formbutnotoutofclass”,
brokerage JP Morgan said:
“Notably, to our and likely
streetsurprise —despite
NIM pressures — the bank
hasheld on to the 2 (per cent)
(RoA) handle and we
thinkithasenough leverson
noninterest to continue the
same over the next2 years
before mergersynergies
takeover.”

Growthindepositswas
impressive. The second
quarter saw deposit
accretion of 1.1 trillion,
of which around 85 per cent
isretail.

“HDFCBank has madea
good beginning, and given a
huge pace of capacity
building, we believe that
there areleversin placeto
sustain this momentumin
business growth. Margins are
likely to recover gradually,
which, along with
improved operating
leverage, should improve
return ratios,” broking firm
Motilal Oswal said.

Jagdishan, whosays a
new HDFCBankcould be
created every four yearswith
thekind of capabilities it
poses, isaware this is just

thebeginning. “We
wanted the teams tosettle
down and slowly but
surelystart toenergise
themselvesand
galvanise the
home
loan
disbursement
momentum,”
hesaid.



