HDFC Bank: The Discipline
Machine

A Comprehensive Business Case Study — 1977 to 2026
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What This Case Study Covers

From a retired banker's post-career dream to India's largest private bank by assets — this case traces five decades of deliberate
institution-building, one of the longest and most successful CEO tenures in global banking, a $40 billion merger, and a governance
crisis that erased %1 lakh crore of market capitalisation in a week.
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H.T. Parekh founds HDFC. The nephew's 26 years, four strategic phases, 16,000%+  $40 billion deal, structural tensions, and
phone call. The birth of HDFC Bank. shareholder returns. the post-merger reconstruction.
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The Governance Crisis (March 2026) Strategic Lessons

A chairman's midnight resignation and the %1 lakh crore market  Credit discipline, CASA moats, technology as data — and what
cap wipeout. they mean for institution-builders.



PART 1 - ORIGIN

The Retired Banker's Dream

H.T. Parekh was 65 years old, freshly retired, and about to build India's first retail housing finance company from scratch.
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1977: India’s Housing Problem — and No One to Solve It

When Hasmukh Thakordas Parekh retired as Executive Chairman of ICICI in 1977, formal banks did not lend to individuals for
housing. Long-term mortgage finance was structurally unavailable for hundreds of millions of Indians. Title records were poor,
foreclosure norms were non-existent, and black money dominated real estate transactions. Most men of his profile would have
accepted a governorship. H.T. Parekh decided to build India's first retail housing finance institution instead.

No Precedent No Legal Infrastructure Deep Debt Aversion
Individual mortgage lending at scale No foreclosure norms. No clean title As Deepak Parekh later noted, most
simply did not exist in India in 1977. records. Black money pervaded real Indians were "extremely debt averse."

estate.
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The Unusual Funding Architecture That Made HDFC Work

HDFC's solution was structurally elegant: borrow from international development agencies — the IFC (World Bank arm) and
international insurance companies — at wholesale rates, and deploy that capital as retail home loans to India's emerging middle
class. No domestic commercial bank would touch the segment; no competitor existed. The government itself needed a successful
housing finance institution as a policy priority, giving HDFC implicit political protection in its formative years.

1 2 3
Borrow Wholesale Lend Retail Earn the Spread
IFC, World Bank arm, and international Deploy as individual home loans to Structural monopoly protection + policy
insurers provided long-term capital at India's salaried middle class — a priority = zero competition, high

competitive rates. segment nobody else served. margins, sustainable growth.
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The Founding Philosophy: Three Pillars, Not Three Slogans

HDFC's founding philosophy — integrity, effectiveness, and service — was articulated at inception by H.T. Parekh. In a sector
defined by rampant litigation, poor documentation, and pervasive black money in real estate, these were not soft cultural values.

They were survival requirements. The institution that applied them consistently would be the only one that could eventually win
depositor trust and regulatory confidence at scale.

The Nephew Joins Creating Competition for Itself

In 1978, H.T. Parekh recruited his nephew Deepak Parekh — By the late 1980s, HDFC deliberately floated competitors:
then at Chase Manhattan Bank as assistant representative for GRUH Finance (1986-87, backed by IFC and the Aga Khan
South Asia — with a 50% salary cut. The founding move of Foundation) targeted Tier Il and Il towns. H.T. Parekh's logic:
accepting a pay cut to build something from scratch would "By creating a network of HDFC financial service institutions,
become cultural protocol at this institution. we are exporting essentially a style that reflects a carefully
developed world view."
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1993: The Board That Said No — and Then Yes

When the RBI opened banking sector licensing to private applicants in 1993, Deepak Parekh — by then heading HDFC — saw the
opportunity clearly. HDFC had a trusted brand, a nationwide deposit-collecting franchise, and a retail customer base that no new
entrant could replicate. He proposed applying for a banking licence. The HDFC board said no. Deepak Parekh had sufficient influence

over the decision-makers to eventually carry the room.

The Bank Structure The Milestone

HDFC Bank would be a subsidiary of HDFC Bank was incorporated on 30
HDFC Ltd — a separate balance sheet, August 1994 — one of the first private-
separate management, and separate sector banks to receive an RBI licence
brand — but backed by HDFC's under India's liberalisation
institutional credibility and initial framework.

capital.

The Implication

India's largest private bank by assets
In 2026 exists because one man was
persuasive enough to overcome
Institutional resistance in a
boardroom in 1993.
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February 1994: The Phone Call to Kuala Lumpur

On a Thursday morning in February 1994, Deepak Parekh called Citibank House in Kuala Lumpur. An eight-year-old girl — Amrita Puri,
later a Bollywood actress — answered the phone. "Papa, a Mr Parekh is on the line." Aditya Puri, then CEO of Citibank Malaysia, took
the call.

"You run around the world a lot. Now come back to the country, do some real work, build a bank."
— Deepak Parekh to Aditya Puri, February 1994

Puri asked for complete freedom to run the bank. Deepak agreed: "No, it will be your bank. | won't even be on the board." On
compensation, Deepak said: "Arre baba, you have earned enough. Now do something for the nation." Puri took a 50% salary cut —
mirroring Deepak Parekh's own recruitment by H.T. Parekh seventeen years earlier. In this institution, the founding move was
cultural protocol.
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PART 2 - THE PURI ERA

26 Years. One Founding Principle.

The relentless execution of a single strategic insight — and what 16,000%+ in total shareholder returns looks like when built brick by
disciplined brick.
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The Founding Insight (1994): The Gap Nobody Had Filled

Aditya Puri's diagnosis of the 1994 Indian banking market was precise and devastatingly simple. Foreign banks had product quality
and service standards. Public-sector banks had brand recognition, distribution depth, and the customer base. Neither had both
simultaneously.

"I thought that if we can get together a bank that can combine the quality of a foreign bank with the scale and reach of a public-
sector bank, with the right technology investments, then it would be a winner."
— Aditya Puri, 1994

That single sentence — and the 26-year relentless execution of it — is the complete HDFC Bank story. The bank started operations in
January 1995 with 100 crore of initial capital and one branch at Sandoz House, Worli, Mumbai. The March 1995 IPO was
oversubscribed 55 times.
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Phase 1: Wholesale First (1995-2000)

HDFC Bank started as a corporate bank — not a retail one. Triple-A blue-chip companies such as Reliance, Honda, and HUL were the
anchor clients. The logic was explicit risk management: start with the most creditworthy borrowers, build internal credit-assessment
capability on near-zero-default names, and then expand down the credit curve only when the models are proven. Corporate treasury,
cash management, and trade finance were the early revenue engines.

The Honda Moment | The Puri Philosophy on New Products

When HDFC Bank joined Honda's lending consortium, "We made new kinds of loans on a small scale until we
Honda's existing bankers objected. Patriarch Brijmohan Lall understood the efficacy of our models. If we made a
Munjal's response: "This guy is coming in. Whoever doesn't mistake, we'd drop it. But if we got it right, then we'd hit it
want him in, he'll take over your facilities." That like there's no tomorrow." — This pilot-then-scale
endorsement anchored the institutional credibility that discipline, established in Phase 1, governed every
attracted the next corporate client — and the one after subsequent product expansion.

that.
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2000: The First Acquisition — and a Template

On 26 February 2000, HDFC Bank merged with Times Bank Limited — the first-ever merger between two private-sector banks in
Indian history. It was a stock-for-stock transaction (one HDFC Bank share per 5.75 Times Bank shares) that materially increased
retail assets and geographic footprint without a single rupee of cash outflow. The merger established the acquisition-as-growth-
acceleration template that HDFC Bank would deploy again eight years later with Centurion Bank of Punjab.

o o

Structure Outcome Historical Significance
Stock-for-stock. No cash. No debt. No Expanded retail assets and geographic India's first private-sector bank
balance sheet strain at a critical footprint. Added customer merger. HDFC Bank wrote the
growth inflection point. relationships that would feed the playbook that the entire industry

salary account flywheel. would eventually follow.
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Phase 2: The Salary Account
Flywheel (2000-2010)

The most important strategic decision in HDFC Bank's history was not a
product launch. It was a distribution strategy: the salary account. Puri's
team understood that becoming the default payroll bank for India's
organised employment sector would convert the entire salaried urban
workforce into a captive cross-selling funnel at near-zero customer
acquisition cost — inverting the most expensive element of retail banking.



How the Flywheel Actually Works
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linked. Employers rarely switch payroll banks due to implementation cost and IT reconfiguration. By March 2004, HDFC Bank had over 12,000
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2008: Centurion Bank — The Right Acquisition at the Right
Moment

On 23 May 2008, the RBI approved the amalgamation of Centurion Bank of Punjab with HDFC Bank, valued at approximately 39,510
crore. Centurion had strong presence in North India and Punjab — geographies where HDFC Bank's branch network was
comparatively thin. The acquisition added retail assets, regional distribution depth, and Northern India market share in a single
transaction, without the distraction of greenfield branch building in unfamiliar geographies.

@ HDFC Bank's philosophy on acquisitions mirrored its philosophy on new products: test, validate, acquire at the right
valuation, and integrate without destroying the cultural foundation. Neither Times Bank nor Centurion Bank was acquired

under duress — both were chosen to fill specific, identified strategic gaps.



Phase 3: When Every Peer Fell —
and HDFC Didn't (2012-2020)

From 2012 onward, India's banking sector entered a rolling NPA crisis. PSU
banks had lent extensively to infrastructure projects run by promoters who

had overextended their equity. When those projects stalled, loans went bad.

The RBI's Asset Quality Review in 2015 forced honest recognition. By 2018,
gross NPAs across the Indian banking system had crossed %10 lakh crore.
PSU bank GNPA ratios ran at 14-15%. Yes Bank collapsed in 2020. Through
this entire period, HDFC Bank's GNPA remained below 1.4%.

e,
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Why HDFC Bank Was Unscathed: The Four Filters

1 No Infrastructure Project Lending

Infrastructure loans are long-tenure, illiquid, subject to
political risk, and dependent on completion timelines that
routinely slip by years. HDFC Bank's credit filter excluded
them systematically while peers chased large mandates
with high origination fees.

3 Pilot Before Scaling Unsecured Lending

Personal loans and credit cards — where NPAs
concentrate in downturns — were introduced carefully,
with small pilots, honest NPA monitoring, and model
refinement before volume rollout. By the time the bank
scaled, its models were calibrated on actual default data.

No Connected Lending

"Friendship and banking are not correlated, and good
friends representing bad business risk get nothing more
than a coffee." — Puri. This was operationalised as
process: credit functions reported independently of
business origination. HDFC Bank did not lend to Vijay
Mallya. It did not lend to Nirav Modi.

Early Recognition — No Can-Kicking

When stressed assets appeared, HDFC Bank recognised
them immediately rather than restructuring or rolling
forward. Early recognition requires quarterly profit hits —
but the alternative is a larger, more destructive reckoning
later. "It took the hit right away without kicking the can
down the road."
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The Compounding Reward of Discipline

While peers were fighting NPAs, HDFC Bank was growing. The asset quality crisis killed ICICI Bank's growth trajectory for years.
HDFC Bank — disciplined lender in a distracted competitive landscape — overtook ICICI Bank to become India's largest private
sector bank not through aggressive growth, but through not losing ground while others were repairing balance sheets.

1.2% 10L Cr 5.7X

Peak GNPA System-wide NPAs Advances Growth

HDFC Bank's worst GNPA during the crisis ~ Gross NPAs across Indian banking by 2018 ~ Net advances grew from ¥1.98 lakh crore
years — vs. 14-15% at PSU peers — the scale of the crisis HDFC avoided (FY13) to ¥11.32 lakh crore (FY23 pre-
merger) during the crisis decade
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Phase 4: The 10-Second Loan and the Digital Pivot (2015-
ployie)

Puri visited Silicon Valley in the mid-2010s after technology founders claimed banks would be disrupted out of existence. His
conclusion: fintech startups had great interfaces but lacked brand, distribution, and trust. A bank with all three and a modern

technology platform could not be disrupted. It could only be beaten.

HDFC Bank's answer was the 10-second loan: pre-approved personal loans disbursed to existing customers' accounts in under 10
seconds, through digital channels, with no human underwriting. The product was possible only because HDFC Bank already had
complete transaction, income, credit history, and EMI obligation data on each customer. The underwriting was pre-done. The
disbursement was instant. "Nobody could do it then — and many still can't."
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Puri's Succession — The "Change Agent" Gambit

Aditya Puri officially stepped down on 26 October 2020, after exactly 26 years as MD and CEO — the longest tenure of any CEO at a
private Indian bank. The Economist, on his retirement, suggested he might be "the world's best banker." Total shareholder returns
under his leadership: more than 16,000%.

The Successor The "Change Agent" Role

Sashidhar Jagdishan — a colleague since 1996 and CFO since In a deliberate move, Puri created a new role for Jagdishan 18
2008 — was identified as Puri's successor years before the months before the handover. "Everybody was laughing. What
handover. kind of designation is 'change agent'? | said: | want you to go
and challenge what we do today, come back to me with
answers." The purpose: force the identified successor to
challenge existing processes before inheriting them — not
perpetuate inertia under a new name.




PART 3 - BUSINESS MODEL

Three Pillars and the CASA Flywheel

The structural architecture behind India's most profitable retail banking franchise.

€
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Pillar 1: Retail Banking — The

Franchise Engine

The retail business is HDFC Bank's largest revenue contributor. It covers personal loans, home loans (post-merger), credit cards, vehicle loans,
education loans, salary accounts, fixed deposits, and the full consumer banking product suite. Three structural advantages make it durable:

CASA from Salary Accounts Transaction Data

Low-cost funding from payroll relationships that 100+ million customer relationships generating complete
competitors cannot easily replicate — the income, spending, and behavioural data — enabling pre-
foundational competitive moat. approved lending and digital underwriting at scale.

Branch Network

9,000+ branches (FY26) providing trust and accessibility in semi-urban markets where digital-only banking is insufficient.



Pillar 2: Wholesale Banking — Fee Income Without Balance
Sheet Risk

The wholesale business serves large Indian corporations, multinationals, and financial institutions with working capital, trade
finance, supply chain finance, cash management, advisory, and investment banking services. Its strategic value lies in fee income:
cash management, transaction banking, and foreign exchange require no balance sheet deployment and carry no credit risk.

@ HDFC Bank's wholesale strategy is conservative by design. The bank deliberately avoided the infrastructure lending that
destroyed PSU bank balance sheets. Its corporate book has consistently been weighted toward working-capital facilities for
creditworthy businesses — not long-tenure project finance for capital-intensive sectors where political risk and completion

risk are embedded.

gttt
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Pillar 3: Treasury — Revenue Generator and Risk Manager

Treasury manages the bank's own investment portfolio, foreign exchange operations, derivatives, and liquidity. It is both a revenue
generator and a risk management function — maintaining capital adequacy, managing interest-rate risk, and deploying excess
liquidity efficiently. In a bank of HDFC's scale, even modest improvements in treasury efficiency compound into significant absolute

gains.

Investment Portfolio Forex Operations Derivatives

Government securities, corporate bonds, Foreign exchange dealing for corporate Interest rate swaps, currency derivatives,
and liquid instruments managed for yield,  clients, cross-border trade transactions, and other instruments used to hedge
liquidity, and regulatory compliance and proprietary currency risk balance sheet exposures and generate

simultaneously. management. client-facing fee income.
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The CASA Moat — Why It Is the True Competitive
Advantage

CASA — Current Account Savings Account — deposits are collected at near-zero interest cost. Current accounts pay nothing.
Savings accounts pay 3—-4%. Time deposits run at 6-7%. A bank with a high CASA ratio has structurally lower funding costs than one
relying on time deposits — translating directly into either higher net interest margins or more competitive loan pricing.

Pre-Merger CASA: ~44-45% Post-Merger CASA: ~37-38%

Among the highest in Indian banking — a direct outcome of HDFC Ltd was funded predominantly through bonds and
the salary account strategy. Every corporate payroll wholesale deposits — not CASA. Merging that large balance
relationship generated thousands of salary accounts, each sheet into HDFC Bank diluted the CASA ratio proportionally.
holding an idle balance that cost the bank nothing beyond the Restoring CASA to ~44% is one of CEO Jagdishan's explicit
basic savings rate. operational targets for FY26-FY27.




The Credit-Deposit Ratio Crisis — What the Merger Actually Created®""

When HDFC Ltd merged with HDFC Bank effective 1 July 2023, the combined entity absorbed a mortgage book of 37+ lakh crore funded by wholesale
borrowings — not CASA deposits. The combined Credit-Deposit ratio jumped to 110%-+, meaning loans outstanding exceeded deposits, requiring the
bank to fund the gap through expensive market borrowings. Pre-merger, HDFC Bank's CD ratio averaged 85-90%.

Pre-Merger Merger Impact 2{=Te(e)V/=19V}

The bank's response was explicit and disciplined: prioritise deposit growth over loan growth, expand branches aggressively in deposit-rich semi-urban
markets, and securitise 46,300 crore of loans in FY25 to reduce the loan book without customer disruption.



PART 4 - THE MEGA-MERGER

$40 Billion. One Balance Sheet.

The strategic logic was compelling. The execution challenges were real. And the destination remains on track.
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April 2022: Why the Merger Was Announced

HDFC Ltd and HDFC Bank announced their merger in April 2022. HDFC Ltd shareholders received 42 HDFC Bank shares for every 25
HDFC Ltd shares — implying a valuation of approximately $40 billion for HDFC Ltd. The strategic rationale was compelling on paper

and structurally sound in theory.

N\
L0}

Mortgage + Distribution

HDFC Ltd's $80+ billion mortgage
portfolio combined with HDFC Bank's
nationwide distribution network creates
India's most powerful retail financial
services entity.

Y
L/

Lower Funding Cost

HDFC Bank's CASA deposits could fund
HDFC Ltd's mortgage book at significantly
lower cost than HDFC Ltd's existing
wholesale borrowings — a structural
margin improvement.

£

Cross-Sell Flywheel

Home loan customers converted to
banking customers generate deposits,
Insurance, investments, and credit cards
— the salary account flywheel applied to a
X7+ lakh crore mortgage book.



What Actually Happened: Three Structural Tensions

Tension 1: Liabilities Don't
Convert Instantly

HDFC Ltd's balance sheet was
funded with bonds and wholesale
deposits at higher rates. Absorbing it
into HDFC Bank did not instantly
convert those liabilities into cheap
CASA deposits — it created a large,
lower-yield loan book funded by
expensive liabilities. The mismatch
compressed margins for an extended
period.

Tension 2: Yield Compression

The mortgage book's lower yield

(8.5-9% for housing loans vs. 14-18%

for credit cards and personal loans)
structurally shifted HDFC Bank's
overall asset yield downward. When
asset yields fall and funding costs
stay elevated, NIM compression is
arithmetically inevitable.

Tension 3: Scale of the Deposit
Challenge

The combined entity's balance sheet
of T43+ lakh crore (March 2026) is so
large that growing deposits fast
enough to fund even normal loan
growth requires an enormous
deposit mobilisation machine —
accelerating the branch expansion
programme from FY24 onward.

gttt
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The Merger: Q4 FY26 Scorecard T

The merger is working in the direction it was designed to work. It is working more slowly than the timeline originally presented to investors. The destination is on
track.

Metric Value (Q4 FY26 [ FY26)
Total Balance Sheet T43,64,886 crore

Gross Advances 729,60,000 crore (+12% YoY)
Total Deposits Z31,05,000 crore (+14.4% YoY)
Q4 FY26 Net Profit 719,221 crore (+9.1% YoY)
Net Interest Margin (NIM) 3.38%

GNPA Ratio 1.15% (ex-agriculture: 0.91%)
Credit-Deposit Ratio ~95-96% (down from 110%-+)
CET1 Capital Ratio 17.3%

Capital Adequacy Ratio 19.7%

@ The bank approved raising 60,000 crore through bonds over the next 12 months to support growth — a signal that balance sheet capacity is being
actively prepared for the FY27 acceleration management has committed to.



PART 5 - GOVERNANCE CRISIS

March 18, 2026

A late-night exchange filing. A resignation letter citing ethical concerns. And 21 lakh crore of market capitalisation wiped in seven

days.
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The Chairman's Resignation — What Happened

On the night of 18 March 2026, HDFC Bank filed a late exchange notification: Atanu Chakraborty, the bank's part-time non-executive
Chairman, had resigned with immediate effect. His resignation letter cited that "certain practices within the bank over the past two
years were not in alignment with personal values and ethics."

Who Was Chakraborty The Market Reaction The Immediate Response

Not a routine independent director. A HDFC Bank shares fell 9% intraday on The RBI approved Keki Mistry —
1985-batch IAS officer, former 19 March 2026. Market capitalisation former VC and CEO of HDFC Ltd — as
Secretary of the Department of declined by over %1 lakh crore in a interim part-time Chairman within
Economic Affairs — the most week. American Depositary Receipts hours. CEO Jagdishan had asked
powerful bureaucratic position in fell 8%. Chakraborty to reconsider and to
India's finance ministry. Reappointed soften his resignation letter. Both

by the RBI in May 2024 for a term requests failed.

running to May 2027.
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The RBI's Unusually Direct Statement

"HDFC Bank is a Domestic Systemically Important Bank (D-SIB) with sound financials, professionally run board, and competent

management team. Based on our periodical assessment, there are no material concerns on record as regards its conduct or
governance."

— Reserve Bank of India, 19 March 2026

This is the language of a regulator who has assessed formal compliance records and is communicating clearly to markets — not the
language of a regulator with material concerns. The RBI's public intervention was itself significant: it is unusual for a banking
regulator to issue unsolicited reassurances. The message was unambiguous.

® Separately, HDFC Bank had acknowledged in early 2026 that it had found "gaps in client onboarding and compliance
procedures" at its DIFC branch related to the sale of Credit Suisse AT-1 bonds to retail clients — instruments written down
to zero when Credit Suisse was absorbed by UBS in March 2023. Three executives were dismissed. This was a separate
matter from the chairman's resignation, though both events were conflated in market commentary.



The Resolution: Law Firms, Board Minutes, and a Clear
Outcome

Two Mumbali law firms — Trilegal and Wadia Ghandy & Co — were brought in to review board minutes and video recordings of

meetings over the prior three years, specifically examining whether governance concerns had been raised and how they were
addressed.

The Finding The Expert Assessment

Their review found no major governance lapses. The As proxy advisor InGovern put it: the resignation was "likely
outcome cleared the path for the reappointment of CEO driven by individual personality differences rather than any
Sashidhar Jagdishan, whose tenure had been in formal threat to shareholder value." Independent director M.D.
uncertainty for several months following the resignation. Ranganath stated that Chakraborty had been "repeatedly asked
to point out specific concerns but provided nothing." Keki
Mistry said the resignation "defies logic."




PART 6 - REVENUE MODEL
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Financial Profile and Key Metrics (FY26)

Post-merger HDFC Bank is a different institution from its pre-merger form — larger, structurally more complex, and navigating a

multi-year balance sheet normalisation. These are the numbers that tell that story.

343.6L Cr

Balance Sheet

Total assets as of March 2026 — crossed the T43 lakh crore
milestone

3.38%

NIM Q4 FY26

Net Interest Margin — structurally compressed by the large,
lower-yield mortgage book

77430 Cr

Net Profit TTM
Trailing twelve-month net profit for FY26

1.15%

GNPA Ratio

Gross Non-Performing Asset ratio — 0.91% excluding agriculture



Revenue Composition

Net Interest Income (NII)

The primary revenue driver — the spread between interest
earned on loans and interest paid on deposits. HDFC Bank's
NIM has historically been among the highest in India's private
banking sector. Post-merger NIM compression from ~4.3% to
~3.3-3.4% reflects the structural change in balance sheet mix:
more mortgage book, higher funding costs.

Non-Interest Income

Approximately 25-30% of revenue. Sources include transaction
banking fees, credit card interchange, distribution fees from
insurance and mutual fund products, forex and derivatives, and
advisory mandates. Fee income requires no balance sheet
deployment and carries no credit risk — making it structurally
attractive as the bank scales.

gttt

Net Interest Income - 72%

Transaction Banking Fees - 10%
i Credit Card Fees - 7%
B Insurance & Mutual Fund Distribution - 5%
h Forex & Derivatives - 4%

B Advisory & Other - 2%
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Peer Comparison: Where HDFC Bank Leads and Lags

Post-merger HDFC Bank occupies a unique position in the peer landscape — the largest by assets, the benchmark on asset quality,
but structurally compressed on NIM and CASA relative to peers with smaller, higher-yield books.

Metric HDFC Bank ICICI Bank Axis Bank Kotak Mahindra
GNPA Ratio 1.15% ~2.2% ~1.4% ~1.5%
Return on Assets 1.96% ~2.4% ~1.8% ~2.0%
Net Interest Margin 3.38% ~4.3% ~3.9% ~4.9%
CASA Ratio ~38% ~45% ~41% ~51%

() Post-merger HDFC Bank NIM is structurally compressed by the large mortgage book. ICICI and Kotak carry higher NIMs
partly because of smaller, higher-yield loan books. On asset quality, HDFC Bank remains the undisputed peer benchmark

across the Indian private banking sector.



Additional Key Metrics (FY26)

17.3%

CET1 Ratio

Common Equity Tier 1 capital — well above regulatory
minimums

~38%
CASA Ratio
Target: restore to ~44% through FY27 deposit mobilisation drive

14.1%

Return on Equity

FY26 ROE — recovering from post-merger compression

$1B

Tech Spend

Annual technology investment — 97% of active clients use
digital platforms



| PART 7 - OWNERSHIP |
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Ownership Structure — An Institutionally Owned Bank

As of March 2026, HDFC Bank is effectively an institutionally owned public-market company. No single entity holds a controlling stake. This creates a governance structure where the bank must

perform for public markets continuously — its dividend policy, capital allocation, and management succession all subject to institutional investor scrutiny in a way that family-controlled or
government-owned banks are not.

W«

C\ Foreign Portfolio Investors (FPIs) - 35%)

(\ Domestic Mutual Funds & Institutions - 27%)

|\ Retail and Others - 27%

C\ HDFC Group Entities & Promoter-linked - 6%)

C\ Other Institutions - 5%)

The post-merger ownership structure is notably different from the pre-merger position: HDFC Ltd's former ~26% promoter stake has been distributed across HDFC Ltd's diversified shareholder base —
further deepening the institutional ownership profile and reducing concentrated anchor ownership.
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PART 8 - SUBSIDIARIES

The HDFC Group Ecosystem

Post-merger, HDFC Bank operates an ecosystem of high-performing subsidiaries that serve differentiated customer segments —
extending the group's reach beyond the bank's own credit quality threshold and product breadth.

HDB Financial Services (74.12%) HDFC Life Insurance HDFC AMC & Securities

NBFC targeting retail and SME customers  India's second-largest private life insurer HDFC Asset Management Company
below HDFC Bank's credit threshold. 22.9 by premium income. Q4 FY26 gross direct ~ manages one of India's largest mutual

million customers, 1,730 branches, AUM premium market share: 4.7% industry, fund AUMs. HDFC Securities serves retail
¥1,185 billion. NIM 8.2%, ROA 2.5%. 6.8% private sector. Distributed through customers with equity, derivatives, and
Completed IPO in FY26. A high-growth, HDFC Bank's branch network — a fixed income products. Together they
high-return vehicle that HDFC Bank's structural distribution advantage that close the wealth management loop for
post-merger balance sheet can no longer pure-play insurers cannot replicate. HDFC Bank's 100+ million customers.

match.



PART 9 - CASE STUDIES

Three Case Studies

NPA discipline. The salary account flywheel. The merger logic, problem, and fix — examined in rigorous detail.
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Case Study 1: How HDFC Navigated India's Banking Crisis

Between 2012 and 2020, India's banking system accumulated NPAs exceeding 10 lakh crore. Yes Bank collapsed, requiring a ¥25,000 crore
RBI-orchestrated rescue. IL&FS defaulted on 91,000 crore of debt. PSU bank GNPA ratios averaged 12-15%. Through this entire period,
HDFC Bank's GNPA remained below 1.4%. This was not luck. It was the outcome of specific decisions, institutionalised as process.

%

No Infrastructure Project Lending

While peers chased large infrastructure mandates carrying
relationship prestige and large origination fees, HDFC Bank's
credit filter excluded them systematically. Infrastructure
loans are long-tenure, illiquid, politically exposed, and
completion-timeline-dependent.

Pilot Before Scaling Unsecured Lending

Personal loans and credit cards were introduced with small
pilots, honest NPA monitoring, and model refinement before
volume deployment. By scale-up, models were calibrated on
real default data — not assumptions.

%

No Connected Lending — Operationalised as Process

Relationship managers had limited individual authority to
override credit decisions. The credit function reported
independently of business origination. This was not a
personal preference of the CEO — it was institutional
architecture.

Early Recognition — No "Can-Kicking"
Stressed assets were recognised immediately. Early
recognition requires quarterly profit hits — but the

alternative creates a larger, more destructive reckoning that
peers lived through between 2015 and 2020.

€
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Case Study 2: The Salary Account Flywheel as a Marketing
Machine

In the early 2000s, HDFC Bank's retail team identified a structural insight: the single most expensive element of retail banking is
customer acquisition. The salary account model inverted this entirely. By partnering with employers, the bank acquired customers at
zero marginal cost, received regular predictable deposit inflows, and gained complete visibility into the customer's entire financial
life.

Why the Moat Is Structurally Durable The Digital Amplification

The salaried segment is India's highest-quality retail credit The 10-second loan was the digital expression of this flywheel.
demographic: documented income, employer-verified The underwriting was already done through the salary account
employment, predictable repayment capacity. Underwriting a relationship. The disbursement was a transaction, not a
pre-approved loan for an HDFC Bank salary account holder decision. Speed became a product feature. No competitor
costs a fraction of underwriting a loan for a new customer without this data infrastructure — 20 years of salary credits,
whose income and behaviour are unknown. EMI payments, and spending patterns — could match it.




Case Study 3: The HDFC Merger — Logic,

The Strategic Logic

Pre-merger, HDFC Ltd funded its
mortgage book expensively through
wholesale borrowings. If HDFC Bank's
CASA deposits could replace that
funding, the cost savings applied to a
¥7+ lakh crore portfolio are
enormous. Additionally, post-merger,
80% of new home loans went to
existing HDFC Bank savings account
holders — demonstrating the cross-
sell benefit immediately.

The Problem That Materialised

HDFC Ltd's funding was not CASA.
Merging the balance sheet did not
Instantly convert wholesale
borrowings into deposits. CD ratio
jumped to 110%-+. CASA fell to ~37-
38%. NIM compressed from ~4.3% to
~3.3-3.4%. The transition period was
longer and more costly than
management originally indicated to
Investors.
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Problem, and Fix

The Fix — In Progress

Jagdishan explicitly prioritised
deposits over loans for FY25. Branch
expansion accelerated — more
branches opened in FY24-25 than in
any comparable prior period, focused
on semi-urban deposit mobilisation.
346,300 crore securitised. CD ratio
down to ~95-96% by Q4 FY26. FY27
guidance: loan growth to outpace the
system for the first time since the
merger.



PART 10 - KEY RISKS

Six Risks the Analyst Must Not Ignore

HDFC Bank's structural advantages are real and durable. So are the risks that could delay or dilute the post-merger recovery thesis.
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Risk 1& 2: NIM Recovery and CASA Restoration

Risk 1: The NIM Recovery Problem

Recovering NIM from ~3.38% to pre-merger levels would require
either repricing the mortgage book upward (difficult in a rate-
cutting environment with competitive mortgage pricing) or
growing higher-yield unsecured loans faster. The second path
risks NPA increase in unsecured segments during any economic
slowdown.

Risk 2: CASA Restoration Challenge

Restoring CASA from ~38% to ~44% requires growing low-cost
deposits at significantly faster rates than total deposits. Every
rupee of incremental CASA comes from a customer
relationship, not from offering higher rates. In an environment
where competing banks are aggressively pricing time deposits
to attract retail savers, CASA growth is inherently slower.
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Risk 3 & 4: Technology Disruption and Regulatory Exposure

Technology & Data Portability

HDFC Bank's competitive moat is substantially data-driven.
India's Account Aggregator framework allows customers to
share their HDFC Bank data with other financial service
providers — potentially enabling fintech lenders and
insurance platforms to use HDFC Bank's own data to
compete with it. The regulatory protection that previously
limited data portability is being systematically dismantled.

RBI Regulatory Accumulation

Multiple regulatory interactions in recent years: credit card
Issuance restrictions (December 2020, lifted August 2021)
related to IT outages; AT-1 bond mis-selling at the DIFC
branch; the March 2026 governance episode. None
individually constitutes a systemic risk, but the
accumulation creates a pattern requiring proactive
management — especially for a Domestic Systemically
Important Bank (D-SIB).



Risk 5 & 6: Leadership Continuity and the CD Ratio

Overhang

Succession and Leadership Risk

CEO Jagdishan's reappointment was in formal uncertainty
for several months following the March 2026 chairman
resignation. The law firm review cleared the path. But the
episode demonstrated that HDFC Bank's leadership
continuity — one of its historical structural advantages —
cannot be taken for granted. The bank built 26 years of
compound performance under a single CEO. Maintaining
credit discipline through multiple CEO transitions is a
governance challenge that no amount of process
documentation fully solves.

The CD Ratio Arithmetic

Even with the CD ratio pulled down from 110%+ to ~95-
96%, the FY27 guidance of outpacing system loan growth
while further reducing the CD ratio is arithmetically
demanding. Growing advances faster than peers while
growing deposits even faster requires either exceptional
deposit mobilisation or a subsequent slowdown in loans —
the same trade-off the bank has been managing since July
2023. There is no easy path through this equation.



PART 11 - STRATEGIC LESSONS

Five Lessons for Institution-Builders

What 50 years of building — and the discipline that sustained it — teaches the strategist and the executive.
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Lesson 1: Start with What You
Cannot Lose — Then Expand

HDFC Bank's entry strategy was to start with triple-A corporate clients
where default risk was negligible. Business economics were thin, but the
learning was invaluable. By building credit assessment capability on the
most creditworthy names, the bank established risk frameworks before
deploying them in riskier segments. Every subsequent expansion — retail,
SME, unsecured lending — applied the pilot-then-scale discipline first
validated in the corporate phase. The sequence was not conservative. It was
deliberate and generative: each phase unlocked the next without exposing
the institution to risk it was not yet equipped to manage.
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Lesson 2: Low-Cost Deposits Are a Competitive Weapon

The CASA ratio obsession at HDFC Bank was never about accounting. It was about pricing power — the most durable form of

competitive advantage in banking.

Funding at 3%

Price loans at 10%, earn a 7% spread.
Grow market share because
creditworthy borrowers choose the
cheapest lender. Compound this
advantage over 20 years.

Funding at 6%

Must price at 13% to earn the same 7%
spread. Lose creditworthy borrowers to
cheaper competitors. Fund only the
riskiest segment, which eventually
produces NPAs.

HDFC Bank's Position

CASA advantage from salary accounts
sustained two decades of pricing
flexibility that translated directly into
loan growth, market share, and return
on equity simultaneously.



Lesson 3: Saying No to a Client Is a Protection, Not a Cost

"Friendship and banking are not correlated, and good friends representing bad business risk get nothing more than a coffee."
— Aditya Puri

HDFC Bank's refusal to lend to Vijay Mallya and Nirav Modi was not heroism or virtue signalling. It was professional credit
assessment applied without political pressure. The "friendship and banking are not correlated" principle, institutionalised as a
lending process rather than a personal preference of the CEO, protected the bank's balance sheet through events that destroyed
billions of rupees of shareholder value at peer institutions. In banking, the loans you do not make are at least as important as the
loans you do. Every credit officer who internalises this principle is worth more than any risk management software system.

gttt



gttt

Lesson 4: Technology Is Only as Valuable as the Data
Behind It

The 10-second loan was a technology product on the surface. It was a data product underneath. The technology made the
disbursement instant. The data — 20+ years of salary credits, EMI payments, and spending patterns — made the underwriting
Instantaneous. Banks attempting to replicate HDFC Bank's digital capability without equivalent data depth are building the same
user interface with none of the substance.

@ The Account Aggregator framework now allows customers to share their HDFC Bank transaction data with third-party
fintech lenders. This is the first regulatory mechanism that could erode HDFC Bank's data moat — not by attacking the
technology, but by democratising access to the data that makes the technology work. Monitoring the Account Aggregator
ecosystem is, arguably, the most important competitive intelligence exercise for HDFC Bank's strategy function in 2026.



- e
Lesson 5: Mergers Win Over Decades, Not Quarters w

The HDFC-HDFC Bank merger has been widely criticised for near-term margin compression, CASA dilution, and CD ratio elevation. Every
item of that criticism is accurate. It is also largely irrelevant to the 10-year thesis: India's largest bank, with India's largest mortgage
franchise, distributing the full product suite to India's most creditworthy retail borrowers through India's largest private banking network.
That thesis does not prove itself in six quarters. It proves itself in twenty years.

~ ~

12% 14.4%

Cross-Sell Evidence FY26 Loan Growth Deposit Growth FY26
Of new home loans post-merger went to Recovery after deliberate FY25 deceleration Deposits growing faster than loans — the
customers who already held an HDFC Bank — management targets outpacing the CD ratio normalisation is advancing as

savings account — the flywheel is turning system in FY27 planned
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PART 12 - LESSER-KNOWN FACTS

Ten Facts That Illuminate the Institution

The Founder Started HDFC at 65

H.T. Parekh built India's first retail housing finance company after retiring as ICICI's Executive Chairman. The institution that became India's largest
private bank was a post-retirement project by a 65-year-old.

The Board Initially Said No to the Banking Licence

HDFC Bank exists because Deepak Parekh was persuasive enough to overcome institutional resistance in a boardroom in 1993. Without that
persuasion, there is no HDFC Bank.

An Eight-Year-0Old Answered the Founding Call
When Deepak Parekh called Citibank Malaysia, Aditya Puri's daughter Amrita — now a Bollywood actress — answered. "Papa, a Mr Parekh is on the
line." That call produced 16,000%+ in shareholder returns over 26 years.

Puri Did Not Carry a Mobile Phone
India's most successful bank CEO — who championed digital banking and the 10-second loan — famously refused to use a mobile phone. "I speak to
you; you don't speak to me."

HDFC Bank Formally Appealed an RBI Directive — and Prevailed

When the RBI directed additional provisions against a corporate account, HDFC Bank was the only bank that appealed through proper channels. The
account eventually showed stress. HDFC Bank took the provision immediately — without the extended delay employed by peers.
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Five More Facts Worth Knowing

e HDB Financial: A Bank-Within-a-Bank at Higher Margins

HDB Financial Services serves 22.9 million customers — comparable to a mid-size Indian bank — with NIM of 8.2%, ROA of 2.5%, and ROE of 14.8%.
These are numbers the post-merger parent bank can no longer achieve. HDB is structurally where the high-yield business has migrated.

¢ The Chairman's Resignation Wiped X1 Lakh Crore in a Week

The March 2026 governance episode — which independent law firms found to involve no major governance lapses — erased more wealth in seven
days than many Indian companies have ever created. The fragility of institutional trust cannot be overstated.

® The 10-Second Loan Was a Data Product, Not a Tech Product

There was no machine learning breakthrough. There was 20 years of salary credits, EMI payments, and spending data on a specific customer,
combined with a disbursement API. The technology was the trigger; the data was the underwriting.

e $1Billion in Technology Spend, 5 Al Use Cases in Production

As of FY26, HDFC Bank disclosed approximately $1 billion in annual technology expenditure. 97% of active clients used digital platforms. Five Al use
cases are in production; 14 are in development. The institution Puri insisted would not be disrupted is now the largest technology deployer in Indian
retail banking.

® The First Private-Sector Bank Merger in Indian History
The 2000 Times Bank merger was unprecedented. Banking consolidation in India had only occurred between PSU banks before HDFC Bank established
the private-sector template.



HDFC Bank: 50 Years in 20 Milestones

1977
H.T. Parekh, 65, founds HDFC Ltd — India's first retail housing finance company, post-retirement

1993

RBI opens banking to private applicants. HDFC board initially rejects — then approves — Deepak
Parekh's banking licence proposal

Mar 1995

IPO oversubscribed 55 times. First branch opened at Sandoz House, Worli, Mumbai. Finance Minister
Manmohan Singh presides

Early 2000s

Salary account strategy scaled aggressively. 12,000+ companies, 1.1 million salary accounts by March
2004

2012-2020

India's NPA crisis. HDFC Bank GNPA stays below 1.4%; peers average 12—-15%. HDFC overtakes ICICI as
India's largest private bank

10

1978
Deepak Parekh joins HDFC with a 50% salary cut — founding cultural protocol established

Aug 1994

HDFC Bank incorporated. September 1994: Aditya Puri joins as founding MD & CEO after the Kuala
Lumpur phone call

Feb 2000
Times Bank merger — India's first-ever private-sector bank merger. Stock-for-stock, no cash outflow

May 2008
Centurion Bank of Punjab merger — North India expansion, 39,510 crore deal

~2016
10-second loan launched — instant pre-approved personal loan disbursals through digital channels



Timeline Continued: 2020 to 2026

Oct 2020

Aditya Puri retires after 26 years. Sashidhar Jagdishan takes charge as MD &
CEO

Apr 2022

HDFC Ltd—-HDFC Bank merger announced. $40 billion deal. 42 HDFC Bank
shares per 25 HDFC Ltd shares

FY25

Loan growth deliberately held to 5.4%. 46,300 crore in loan securitisation.
Deposit growth 14%. CD ratio pulled from 110%+ toward 100%

Q4 FY26

Balance sheet ¥43.6 lakh crore. Net profit 19,221 crore (+9.1%). GNPA 1.15%.
Loan growth 12%. CD ratio ~95-96%

Dec 2020

RBI restricts HDFC Bank from issuing new credit cards following IT outages.
Restriction lifted August 2021

Jul 2023

Merger effective. CD ratio crosses 110%. CASA falls to ~37-38%. NIM
compresses from ~4.3% to ~3.3-3.4%

Mar 2026

Chairman Atanu Chakraborty resigns citing ethical concerns. %1 lakh crore
market cap wiped. RBI issues public reassurance. Law firms find no major
lapses
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What FY27 Will Reveal

HDFC Bank's FY27 is the first year in which management has committed to outpacing system loan growth — a deliberate
acceleration after two years of disciplined deceleration. The thesis is simple: post-merger balance sheet normalisation is
substantially complete. The CASA engine is rebuilding. The mortgage cross-sell flywheel is turning. It is time to grow. Whether FY27
delivers on that commitment will determine whether the merger's critics or its architects are vindicated.

Loan Growth CD Ratio
Target: outpace system. If achieved — the first acceleration Target: approach 85-90% from current ~95-96%. Requires
since the July 2023 merger effective date. deposit growth to continue outpacing loan growth even as

loans accelerate.

CASA Ratio NIM Recovery
Target: progressive restoration toward ~44%. The branch Target: gradual improvement as higher-yield unsecured
expansion in semi-urban markets is the primary instrument. products grow their share of a larger, more normalised

balance sheet.
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Key Takeaways: The Discipline Machine

HDFC Bank's 50-year story is, at its core, a study in the compounding power of discipline — in credit, in culture, in capital allocation, and in
long-term thinking over quarterly optics.

%

Institutions Are Built on Founding Culture -

Three generations of leaders each accepted a 50% salary cut
to build something. That founding move was not coincidence
— it was institutional DNA, transmitted deliberately.

Distribution Moats Compound Differently Than -
Product Moats

The salary account flywheel was not a product. It was a
distribution architecture that made every product better,
cheaper to deliver, and harder to replicate. Twenty years
later, it produced the 10-second loan.

The Loans You Don't Make Define You

HDFC Bank's most consequential decisions were refusals —
no Mallya, no Nirav Modi, no infrastructure lending. Credit
discipline, institutionalised as process rather than personal
virtue, is the bank's most durable asset.

The Merger Thesis Is a Decade-Long Story

The post-merger challenges are real and have been largely
addressed. The 10-year thesis — India's largest bank, largest
mortgage franchise, best-in-class asset quality, and deepest
private banking network — remains intact and is just
beginning to compound.
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tax advice of any kind.
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investor presentations, and credible third-party media. No confidential, privileged, or non-public information has been used.

This document has no affiliation with, and has not been reviewed, approved, or endorsed by, HDFC Bank Limited, HDFC Ltd, or any entity within the HDFC
Group. Trademarks are referenced purely for identification and factual reporting.

No Financial Advice or Recommendation

Nothing in this document constitutes a recommendation to buy, sell, hold, or otherwise deal in any security, financial instrument, or investment product.
Readers should not rely on this document as the basis for any investment decision. Past performance is not indicative of future results.
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The financial data, ratios, and projections cited are drawn from publicly available company guidance and third-party analysis. These figures may differ materially
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Consult Qualified Professionals
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