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Introduction

HDFC Bank was founded in August 1994 as HDFC Bank Limited, with its headquarters in Mumbai,
India. In January 1995, the financial organization began operations as a Scheduled Commercial Bank.
Bank provides services and products such as wholesale banking, retail banking, treasury, car loans, two-
wheeler loans, personal loans, property loans, patron durable mortgage, lifestyle mortgage, and credit
cards. Payzapp and SmartBUY are two additional virtual merchandise options.

The bank's distribution network consisted of 8,344 branches and 19,727 ATMs spread over 3,811 cities
as of 1 June 2023. In fiscal year 2017, it deployed 4,30,000 POS machines and issued 2.35 crore (23.5
million) debit cards and 1.2 crore (12 million) credit cards. As of one June 2023, it had a permanent
workforce of 1,77,000 people. Housing Development Finance Corporation Limited (HDFC) is an Indian
non-public sector mortgage lender headquartered in Mumbai. It was created in 1977 with the help of
India's business community as the country's first specialist mortgage firm and the flagship of the HDFC
group of companies. HDFC was founded by the Industrial Credit and Investment Corporation of India
(ICICI). Hasmukh Bhai Parekh played an important role within the framework of this. Hasmukh Bhai
Parekh played an important role inside the foundation of this organization, which began with the
primary goal of resolving the housing need in India and gradually expanded thereafter. HDFC Asset
Management Company launched its mutual fund schemes in 2000. The same year, the IRDA granted.
Registration with HDFC Standard Life Insurance, India's first personal quarter lifestyles coverage
company. It is currently present in India, Kuwait, Oman, Qatar, Saudi Arabia, Singapore, the UAE, and
the UK.
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HDFC BANK STOCK PRICE HISTORY

HDFC Bank's stock has performed well over the
years, with the stock price gradually rising since
1995. Since 2017, (refer Exhibit-1), the stock has
been on a rising trend, reaching a high of Rs. 1687
in October 2021. The stock has garnered positive
feedback from investors and has been one of the
top gainers in the Nifty 50 index. On August 14,
2023, HDFC Bank was trading at Rs. 1603 INR.
and it was very soon touched worth Rs. 1623.40
INR. Also, 2019 to 2023 HDFC bank’s financial
condition consistently improved (Exhibit-1)
HDFC Bank

X1,623.40

Banks

Fig 1: HDFC bank share price after merger

WHEN AND WHY DID THE MERGER
OCCUR?

HDFC Bank, India's largest private sector bank,
announced the successful completion of the merger
of HDFC Ltd., India's leading home financing
company, with and into HDFC Bank, following the
receipt of all required shareholder and regulatory
approvals. HDFC Bank and HDFC Ltd. declared
their intention to combine on April 4, 2022, subject
to gaining the necessary consents and permissions,
with a time frame of 15 to 18 months for the
transaction to be completed. At their respective
conferences today, the boards of both
organizations stated that the merger might take
place on July 1, 2023. HDFC Bank has a strong
presence in cities and semi-cities, whereas HDFC
Ltd has a considerably broader footprint in both
urban and rural markets. The merger allows for
geographic expansion, allowing the Combined
Entity to enter previously unexplored regions and
serve to a more diverse client base. This expanded

reach will help the bank's overall expansion and
market penetration.

Key Operations of the Entities HDFC Bank and
HDFC Ltd. Are mentioned in Exhibit-2.

DATE EVENTS
TIMELINE

April 4, 2022: HDFC Bank and HDFC announce
their merger in a share swap deal.

May 17, 2022: The Reserve Bank of India (RBI)
grants in principle approval for the merger
November 25, 2022: HDFC and HDFC Bank
hold shareholder meetings to seek approval for the
merger.

May 18, 2023: HDFC Bank Ltd.'s stock price
increased by 6% on its first day of trading on stock
exchanges following the announcement.

June 20, 2023: HDFC Bank Ltd. announced that
it has reached the 100 million client mark.

June 27, 2023: S&P Global ranks HDFC Bank
Ltd. as the world's fifth largest bank by assets.
July 1, 2023: Share went into effect.

July 13, 2023: HDFC Share was delisted.

July 13,2023: Shareholders received 42 HDFC
bank shares for every 25 HDFC shares they own.

IN THE MERGER

Shareholding pattern

Jun '22 Sep '22 Dec '22 Mar '23

Foreign Institutions

33.36%

Promoters

Mutual Funds

Retail

Other Domestic Institutions

Fig 2: Shareholding pattern after merger

Regulatory Approvals and the Approval
Process:
HDFC Bank and HDFC Ltd.’s merger required
regulatory permission from the Reserve Bankof
India (RBI), the Securities and Exchange Board of
India (SEBI), and other applicable authorities.
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Both firms stated their intention to meet all
regulatory obligations and ensure a smooth
transition for its stakeholders.

A rigorous set of stages, including due diligence,
shareholder approvals, and integration
planning, are expected to be involved in the
merger process. To guarantee a smooth
transition, adedicated team will oversee these
processes.

Shareholder Impact:

This combination is projected to benefit HDFC
Ltd and HDFC Bank shareholders. They will be
given stock in the new amalgamated firm, which
will most likely be listed on stock exchanges. The
transaction is expected to add value to
shareholders through increased profitability and
expansion opportunities.

Customer Impact:
Customers of both HDFC Bank and HDFC Ltd
can expect a broader range of financial services
as well as a larger branch and ATM network.
The amalgamated company intends to keep the
high-quality service and customer-centric
approach that both firms are known for.

Difficulties and risks:

While the combination provides great benefits, it
also introduces new obstacles and hazards. It can
be difficult to integrate two large financial
institutions, and any delays in customer service
or operational operations must be minimized.
Regulatory obstacles, as well as significant
cultural differences between the firms, may also

Short Term Impact

Stock prices of both companies may be affected

Investors may reassess their investment decisions

offer difficulties throughout the integration
process.

RIGHT AFTER THE MERGER

On Monday, the amalgamated company of HDFC
Bank and HDFC became the world's seventh-most-
treasured financial organization, with a market
value of $154 billion, or Rs 12.66 lakh crore. HDFC
Bank's market capitalization currently exceeds that
of the Bank of China and the Royal Bank of Canada.
According to the most recent shareholding sample
of the amalgamated HDFC Bank, which was
released on Monday, overseas portfolio traders
own 53.93% of the company. Singapore's
government owns 2.67% of the company, while
Invesco Markets Fund owns 1.21%. Mutual funds
own 19.16% of the financial institution's total
holdings, while insurance companies own 8.71%.
Retail traders keep 12.81% of their profits. The
market capitalization of HDFC Bank is $154
billion, more than double that of rival ICICI Bank
($82 billion) and State Bank of India ($64 billion).
ICICI Bank is placed sixteenth, and SBI is ranked
twenty-second in the list of the world's top precious
banks. As part of the transaction, HDFC Bank
allocated 311.04 crore additional shares to HDFC
stockholders on Friday. Every HDFC shareholder
received 42 HDFC bank shares for every 25 HDFC
bank shares held. HDFC's massive $40 billion
merger went into effect on July 1. On July 13, HDFC
Ltd shares ceased trading on the stock exchange.
Due to this merger HDFC bank became the No. 1
bank in terms of market cap with Rs. 14,12,055
crore (Exhibit-3).

Long Term Impact

Merger offers Growth prospects and Stronger
market position for the merged entity

Increased operational efficiency and improved
financial capabilities

Fluctuations in stock prices influenced by market Potential for enhanced profitability and

sentiments and investor confidence

shareholder value over time

Table 1: short term and the long term impact of the said merger

THE MERGER'S STRATEGIC BENEFITS
The combination of HDFC and HDFC Bank is
evident as a strategic flow with additional

regulatory benefits for both entities. Bank and
NBFC (Non-Banking Financial Company)
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regulations have been unified in recent years,
allowing for smooth merger choices.

The merger decision is also entirely founded on the
assumption that the combined firm will benefit
from a strategic gain in order to achieve faster and
less complicated growth.

1. Current branch count - HDFC Bank has over
6,300 branches across the country, serving
approximately 3,000 cities and towns. More than
half of the bank's branches are strategically located
in rural and semi-urban areas. This will benefit the
merged firm by providing product services related
to low-cost housing.

2. Transaction size - The merger resulted in a
combined balance sheet of around Rs. 17.87 lakh
crores. Following the merger, the combined
entity's net worth is expected to reach Rs. 3.three
lakh crores, putting HDFC Bank nearly double the
size of ICICI Bank. The merger could happen.

3. Opportunities - 70% of HDFC clientele were
no longer associated with HDFC Bank. The
banking institution will profit from significant
cross-promotional opportunities as a result of this
merger.

4. Competition - This merger will place the
combined organization in a completely strong
position to counter competition and may also make
the loan business more competitive.

5. Mortgage size - HDFC Bank's mortgages saw a
CAGR of 24.5% in 2021, reaching Rs. 702.2 billion.
Because the phase is rapidly expanding, the merger
will result in the firm's mortgage book having
significant  contributions from  mortgages,
accounting for over 33% of the total.

6. Leadership - The amalgamated entity is
overseen by HDFC Bank CEO Sashidhar
Jagdishan.

The mortgage bills of HDFC consumers can be
transferred to HDFC Bank after the merger date is
published. However, the HDFC portal and mobile
utility may continue to function normally. The
merger will no longer improve capital ratios, but
incremental new housing loans will require less
capital and generate higher profits due to threat
weights. In any case, at around 6.8% to 7%. As a
bank, the present NIMs of 4.1% will flatten all the
way down to 3.5% or thereabouts, and rate changes
will now follow at regular resets automatically.
That is correct for clients, but it is no longer correct
for shareholders.

ANALYSIS

According to the research Following the merger,
HDFC Life and General Insurance, HDFC AMC,
and HDFC Capital Advisers will become
subsidiaries of HDFC Bank, while HDFC Bank and
HDFC Ltd will merge to become a single business.
This will result in a significant increase in the
bank's general assets and deposits (Exhibit-4). The
overall mortgage disbursals will rise significantly
as a result of HDFC Ltd's home loans falling below
the bank's mortgage disbursals. Cross-promotion
of items will increase as a result of the merger,
resulting in increased sales for both the financial
institution and its subsidiaries. Currently, HDFC
Bank has over eight crore customers, with only 2%
taking out housing loans. The remaining 93% of
clients have no longer taken out a mortgage. With
the merger, the bank may now give housing loans
to the remaining 93% of customers more
aggressively. Furthermore, the vast range of HDFC
Bank money owed of HDFC Ltd clientele may be
quite cheap, allowing you to cross noticeably up
after the merger. The Bank is expected to see an
increase in deposit accounts as a result of cross-
promotional opportunities within its subsidiaries,
such as HDFC Life or HDFCAMC. HDFC is without
a doubt one of the most powerful financial
institutions in the country, and this merger will
only serve to strengthen its position. HDFC may
potentially benefit from the combination. HDFC
leads in total assets among all other banks
(Exhibit-4).

RECOMMENDATION

Based on our research, we recommend HDFC Bank
Limited. To have significant synergy and not work
as individuals after the merger. And they should
have RATE FLEXIBILITY since this could have a
significant influence on them because HDFC is not
a bank and does not have to cut these prices. It
maintains a high Retail Prime Lending Rate
(RPLR) and offers new customers a better discount
to the RPLR while keeping existing customers on
the same rate. This enables them to attract new
clients at lower costs while retaining existing
clients at higher fees. If current clients need to
switch to a lower cost. As a bank, the bank will not
agree to cut interest rates. Automatic rate
modifications will occur at regular resets. is correct

45



Vol 1 Issue 2, 2024 (April - June)

VLEARNY Journal of Business

for clients, but it is no longer true for shareholders.
They should also concentrate on CASA
modifications, as the majority of HDFC's
borrowings are market-based. will need to be
replaced gradually with the help of HDFC Bank's
CASA, which may take some time. Customers of
HDFC may not have HDFC Bank accounts today,
and it will take years for them to be relocated to a
structure where they can keep their primary
accounts with the bank.

Overall, the merger helped HDFC become more
lucrative and stable in comparison to other banks.

CONCLUSION

The merger of HDFC and HDFC Bank will result in
a financial services giant, with the merged business
potentially becoming India's largest financial
institution in terms of assets and deposits.
Customers, owners, and employees of each
company will benefit from the merger. Customers
will benefit from a considerably broader range of
goods and services, as well as access to a larger
department network, as a result of the merger.
Shareholders in each group will benefit from the
united entity's increased length and scale, which is
expected to result in higher profits and dividends.
Employees from both companies will benefit from
the merger by having more opportunities for
growth and development. HDFC Bank Ltd. is
India's largest private sector lender by assets and is
traded on both the Bombay and National Stock
Exchanges. The company's financials are likely to
improve. In addition, the HDFC stock is expected
to reach Rs. 3795 by 2025. The bank's cashflow has
been increasing, hitting Rs. 41,330 Crore in March
2023.

A merger's success is demonstrated by factors such
as company market growth, shareholder interest,
and corporate growth. As a result of this research,
we can conclude that the merger will benefit HDFC
BANK by improving all of these variables and
features.
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Exhibit-1

HDFC BANK FINANCIAL
CONDITION: LAST 5 YEARS

2019 2020 2021 2022 2023
Revenue 105161 122,189 128,552 135936 170,754
Interest 53,713 62,137 59,248 58,584 77,780
Expenses 34,856 45,459 52,457 56,557 65,388
Financing 16,592 14,593 16,848 20,795 27,586
Profit
Financing 16% 12% 13% 15% 16%
Margin %
Other 18,947 24,879 27,333 31,759 33,912
Income
Depreciation 1,221 1,277 1,385 1,681 -0
Profit before 34,318 38,195 42,796 50,873 61,498
tax
Tax % 35% 29% 26% 25% 25%
Net Profit 22,446 27,296 31,857 38,151 46,149
EPS (Rs) 41.00 49.70 57.74 68.62 82.44
Dividend 18% 5% 1% 23% 23%
Payout %

Exhibit -2
(Key Operations of the Entities)

HDFC Bank HDFC Ltd.

Retail Banking Individual Loans

Corporate Banking Corporate loans

Investing Banking Lease Rental Discounting

Wholesale Construction Finance loan
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Exhibit-3
Top ten Indian banks (in terms of market capitalisation)

Rank Bank 1(\;2:;1;?;) cap
1 HDFC Bank (post-merger) 14,12,055.50
2 ICICI Bank Ltd 6,53,704.04
3 State Bank of India 5,11,201.77
4 Kotak Mahindra Bank Ltd 3,66,967.55
5 Axis Bank Ltd 304211.88

6 IndusInd Bank Ltd 106707.03

7 Bank of Baroda 08436.88

8 IDBI Bank Ltd 59482.29

9 Punjab National Bank 56882.91

10 Canara Bank 54750.45

Exhibit-4
(HDFC leads in total assets among all other banks)

Competition Standalone

Name Last Price Market Cap. Net Interest Net Profit Total Assets
(Rs. cr) Income

HDFC Bank 1,623.40 1,229,522.75 170,754.05 46,148.70 2,530,432.44
ICICI Bank 970.55 679,479.96 121,066.81 34,463.02 1,958,490.50
Kotak Mahindra 1,793.20 356,389.73 42,151.03 14,780.44 620,429.73
Axis Bank 980.30 302,039.01 87,448.37 10,852.66 1,344,417.96
Indusind Bank 1,448.85 112,504.22 36,367.92 744313 457,836.63
IDBI Bank 70.85 76,180.77 20,591.53 3,686.84 331,497.72
IDFC First Bank 95.35 63,487.47 22,727.81 2,484.93 190,145.73
Yes Bank 18.35 52,768.74 22,702.16 735.82 355,204.14
AU Small Financ 734.90 49,091.32 1,429.47 760.85 9,085.38
Bandhan Bank 243.40 39,209.28 - " "
Federal Bank 147.50 34,660.36 17811.78 3175.76 226,241.04
RBL Bank 232.60 13,979.48 9,549.56 919.54 115,805.72
JK Bank 101.30 10,448.89 9,355.23 1,198.59 145912.60
Karur Vysya 130.10 10,441.87

Equitas Bank 87.95 9,847.43

City Union Bank 132.55 9,814.22

Ujjivan Small 49.85 9,745.93

T™B 593.80 9,402.91

Karnataka Bank 230.45 7207.14 7220.23 1,179.68 99,057.11
(SB Bank 328.30 5,695.54

UTKARSHBNK 48.10 5271.30

South Ind Bk 23.95 501211 7,233.18 775.31 107,697.16
DCB Bank 117.95 3,679.08

Suryoday Small 163.55 1,736.27

Dhanlaxmi Bank 24.55 621.14

Lakshmi Vila 7.65 257.59

StanChart PL( 36.35 63.45 108,278.40 27,361.00
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Teaching Note

Merger of HDFC bank & HDFC Ltd.: A well-defined

product penetration & Cross-selling strategy

Dr. Sumit Saha
Associate Professor, Dayananda Sagar Business School (DSBS), Bangalore, Karnataka, India;
ORCID: 0000-0002-0936-6952

Synopsis

HDFC Bank and HDFC Litd, two financial behemoths with a long history of success, have declared
their intention to merge in a historic move that might change India's financial landscape. This
merger represents a watershed moment in the Indian banking and financial sector, with far-
reaching consequences for customers, shareholders, and the industry as a whole.

Several strategic imperatives drove the merging of HDFC Bank and HDFC Ltd. First and foremost,
it intends to build a financial giant with a combined asset base to challenge the world'slargest
banks. This scale is intended to create a competitive advantage in a banking industry thatis
becoming increasingly dynamic and competitive.

Furthermore, the merger aims to leverage on the two companies' synergies. The business models
of HDFC Ltd, a renowned housing finance company, and HDFC Bank, one of India's premier
private sector banks, are complementary. The amalgamated firm intends to offer a greater range
of financial products and services to meet the different demands of consumers by combining their

expertise.

LEARNING OBJECTIVES

1. How banking sector plays important role in
India

2 To know more about strategies behind
operational efficiency and cost savings of various
banks

3. To understand about the term "Product
penetration” and “cross-selling”.

Appropriate Uses:

The case context is little complex, so it is best
for BCom/ BBA/MBA/ PGDM students. It can
be wused for marketing, strategy and
Entrepreneurship students to understand
more about the merger and acquisition
concept and the reason behind that.

Discussion Questions:

1. Why did HDFC bank & HDFC ltd. decide to
merge?
2. Howis HDFC Bank and HDFC Itd different
from other competitors?
3. What are some potential challenges that
HDFC Bank and HDFC Limited may face
during the merger process?

TEACHING PLAN (In-Person &
Online both mode): [90 Minutes]
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The Merger's Highlights [15 Minutes]

Instructor can initiate the discussion asking the
question to the students that what are the
highlights of the case. The discussion should be
moderated towards the following points for a
fruitful discussion and understanding:

1. Increased Financial Strength: As a
result of the merger, the merged firm will have
significantly greater assets and capital base. This
will strengthen its ability to weather economic
downturns and deliver stable financial services.

2. Diversified Product Portfolio:
Customers will benefit from a more
comprehensive suiteof financial goods under one
roof, such as banking, insurance, asset
management, and home finance.

3. Geographical Reach: The merger will
broaden the merged entity's geographical reach,
allowing it to serve a larger customer base across
India and potentially extend into international
markets.

4. Digital Innovation: The merged
company will use its technology strengths to
promote innovation in digital banking and
financial services, thereby improving consumer
experiences.

5. Cost Efficiency: The merger's synergies

are projected to result in cost savings that maybe
passed on to customers and shareholders.

H} HDFC BANK

12,68.863

Total
Advances
(INR Cr.)*

Mortgage
1%

Caorporate
pliosd
2 d Camporate
5%

Merger Analysis [30 Minutes]

The merging of HDFC Bank and HDFC Ltd, two
Indian financial behemoths, is a momentous
development in the banking and home finance
industries. Its goal is to build a more complete
financial conglomerate that provides a wide
range of services. This collaboration can result in
cost savings, increased operational efficiency,
and a greater competitive advantage. It does,
however, provide hurdles in terms of regulatory
approvals, integrating multiple business models,
and potential conflicts of interest. This merger's
success is dependent on good execution and
alignment of strategic goals, which has the
potential to transform the Indian financial
landscape.

Housing Development Finance Corp. and HDFC
Bank Ltd. plan to merge in a deal which will
create a financial behemoth of strength across
retail and wholesale lending, alongside
mortgages.The merger will create an entity with
a combined balance sheet of Rs 17.87 lakh crore
and a net worth of Rs 3.3 lakh crore.

Advances and Loan Book Mix: The
eventual entity will have 33% of its loans in
the form of mortgages and 21% in retail
advances. According to an investor
presentation released on Monday, 24% of its
loans will come from the commercial and
rural banking segments and 19% from
corporate

Pro Forma

17,86,669

Retail

21% Mortgage
33%

Commercial
and Rural
Banking .
24% (‘.n:;;:.v“aw

20
%

3 HDFC

Rl

Fig 1: Advances & Loan Book Mix
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Impact on Key Metrics: The combined
entity will have an annualized profit after tax of
Rs 42,263 crore on a pro forma basis. It will
have an earnings per share of close to Rs 67,

Pro Forma Impact on Key Metrics

HC} HDFC BANK

.

Advances (INR Cr.)™ 12,68,863
CAR (%)™ 19.5%
G HOFC BANK]

1 Stantmione. 4% of Dae 314, 2021, [aws mdiien wehanl maes Inasts 10 bark model Mol 161 ¢ srder e ae € ordrasng o v fllre

accordingto the presentation. According to Keki
Mistry, vice chairman of HDFC, the deal will be
earnings-accretive from year one.

Pro Forma Delta

181 742 +34%

13,388 49,263 +37%

c.74 c.67 +3%

115,400 330,768 +44%

638 446 +8%

5,25,806 17,86,669 +42%
24% 19.8% +30 bps

| 3 HDFC|

Fig 2: Impact of Key metrics

Better Asset-Liability Mix: The merged
entity will have a better asset-liability mix since
it willbring together a longer gestation asset

Sticky Product, Generating Greater Customer Lifetime Value

Credit
2 | 00

Personal
Loan . ~2 Years

2w
Loan

Auto
Loan ~4 Years

-1 Year

Home '
Cor I -

Term
2o [ 5 sve

/ Tenor
Savings
= Y A -

Long tenor product on the liability side

Opportunity 1o cross sell unsecured, _ Assel
lower tenor, profitable credit during the Tenor
repaymant lifacycle

like mortgages with HDFC Bank's large
deposit base, which has a significant share of
current account, savings account deposits.

Liability

[ HDFC|

4

Fig 3: Asset liability Mix

Growing Importance of Mortgages: The
merger also comes at a time mortgage have
become among the fastest-growing loan
products in the market. It also remains the
category with the lowest delinquencies. The

merger will create a financial services entity
with expertise across products, which can
withstand economic cycles, the management
said.

51



Vol 1 Issue 2, 2024 (April - June)

VLEARNY Journal of Business

Growing Importance of Mortgages for the Bank

14,260

5,069

FY2009 FY2012
= Home Loan Book (INR Cr.)

HC} HDFC BANK

ato
1. Maximum tenor

Lo 70220

FY2015 FY2018 FY2021

Fig 4: Growing Importance of mortgage

Case Analysis [45 Minutes]

1.

Home loans are an emotional product and convey
with them a bunch of extended blessings for the
Bank. Price corrections in the property market
have seen inventories come down. Also, rising
incomes mean that home loans EMI’s have come
down as a percentage of a person’s income. All
which means housing goes to be a big boom
possibility and one of the key drivers of India’s
GDP over the following decade. HDFC Bank has a
sturdy presence in city and semi-city areas, whilst
HDFC Ltd has a much wider attain throughout
each city and rural markets. The merger permits
for geographic expansion, permitting the blended
entity to faucet into formerly untapped markets
and cater to an extra various client base. This
multiplied attain will make contributions to the
bank’s common boom and marketplace
penetration. HDFC Ltd comes with dedicated 445
offices of service centre across the country, which
will be used to cross-sell the entire suite of banking
products. The loan issuer has an educated
workforce to do handiest domestic loans, as a way
to offer an facet to the merged entity withinside the
market. Adding the market capitalization of both
entities, the combined value would be around Rs.
14.7 lakh crore. This would make HDFC Bank the
4th largest bank in the world in term of mcap.
Following the crowning glory of the merger, it's

Why did HDFC bank & HDFC ltd. decide to merge?

additionally have 24 biggest mcap at the back of
Reliance Industries. The regulatory arbitrage
between banks and NBFC’s has come down
substantially. Reserve requirements have come
down to about 22% from 26%. While HDFC Bank
has acquired all of the regulatory approvals
required for executing the deal, the Merged entity
has its assignment reduce out to fulfil the
situations set out through the authorities. One of
the key requirements for bank is to maintain
statutory liquidity ratio and cash reserve ratio.
Currently, SLR needs to be 18% while CRR is
required to be 4.5%. As HDFC Litd changed into an
NBFC, it had no PSL goal to meet. But now RBI has
given HDFC Bank time till FY26 to meet the 40%
target for its entire loan book. The bank was
growing its credit card and personal loans in
aggressive way because of the higher yield. The
merged entity will now no longer most effectively
lessen the unsecured mortgage publicity however
additionally offer headroom to underwrite extra
loans. As per a source, an additional factor is also
present. The shutdown of the leadership at HDFC
Ltd is also one of the factors. That is when the
question of succession arose. Thus, it was
concluded that a merger of HDFC Ltd with HDFC
Bank will be bringing the most optimum synergy
advantages.
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2. How is HDFC Bank and HDFC ltd different from other competitors?

HDFC Bank and HDFC Ltd have gained a
reputation, for delivering customer service
offering products and establishing a strong
presence in the market.

HDFC Bank is recognized as one of India’s
private sector banks providing an array of
banking services such as personal banking,
corporate banking and wealth management.
They prioritize ensuring a banking experience
through features like mobile banking, internet
banking and an easy to use interface. With a
network of branches and ATMs across the
country HDFC Bank ensures access for its
customers.

On the hand HDFC Ltd holds a position as a
leading housing finance company in India. Their
expertise lies in providing home loans and
related services. With an understanding of the
housing market HDFC Ltd offers customized
loan options tailored to meet customer needs.
They are highly regarded for their loan
processing, competitive interest rates and

widespread distribution network. As a result they
have become the choice for homebuyers.

Both HDFC Bank and HDFC Ltd place great
importance on customer satisfaction by
providing solutions to meet requirements. They
constantly strive to enhance the customer
experience  through  advancements and
innovative services. Furthermore their strong
financial performance coupled with their
commitment, to governance has garnered trust
from both customers and investors

Adding on to it HDFC was the only one working
in both NBFC and Banking sector. Now after the
merger both the entities have come together and
it is stronger than ever and in terms of market
capitalization it hold the 15t place in India among
all banking institutions and 4t in the world.

To sum up HDFC Bank and HDFC Ltd stand out
from their competitors by prioritizing their
customers offering a range of products having a
presence, in the market and continuously
embracing technological advancements.

3.What are some potential challenges that HDFC Bank and HDFC Limited may face

during the merger process?

The potential challenges that HDFC Bank and
HDFC Limited may face during the merger
process are not directly related to the objectives
of setting up a manufacturing unit in India.
However, I can provide information on the
challenges that financial institutions like HDFC
Bank and HDFC Limited might encounter during
a merger:

Regulatory Approval: One significant
challenge is obtaining regulatory approvals from
the Reserve Bank of India (RBI) and other
relevant authorities. The merger process involves
complying with various legal and regulatory
requirements, which can be time-consuming and
complex.

Cultural Integration: Merging  two
organizations with different cultures, work
processes, and management styles can lead to
integration challenges. Ensuring a smooth

transition and alignment of organizational
cultures is crucial for the success of the merger.

IT Integration: Integrating the information
technology systems of both entities can be a
complex and costly endeavour. Ensuring that
customer data and financial systems are
seamlessly integrated is essential for maintaining
service quality.

Workforce Transition: Managing the
transition of employees from both organizations,
including potential redundancies and retraining,
is a sensitive issue. Employee morale and
retention need to be carefully managed during
this process.

Customer Impact: Customers may experience
disruptions in services during the merger, such as
changes in account numbers, online banking
access, or branch closures. Communicating
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effectively with customers and minimizing
disruptions is vital.

Financial Challenges: Managing the financial
aspects of the merger, including the allocation of
assets and liabilities, can be intricate. Ensuring
that the merged entity remains financially stable
is a key concern.

Shareholder Approval: Obtaining approval
from shareholders of both HDFC Bank and
HDFC Limited is necessary for the merger to
proceed. Securing their support can be
challenging if they have concerns about the deal's
benefits.

Legal and Compliance Issues: Addressing
any legal or compliance issues that may arise
during the merger is crucial to prevent regulatory
penalties or legal disputes.

Branding and Identity: Deciding on the branding
and identity of the merged entity can be a
sensitive issue. Maintaining brand value and
customer trust is essential.

Market Competition: The -competitive
landscape in the financial sector may change
post-merger, and the new entity will need to
strategize to maintain or enhance its market
position.

While these challenges are pertinent to mergers
in the financial sector, they are not directly
related to setting up a manufacturing unit in
India.

The instructor may conclude the case
analysis pointing towards that the merger of
HDFC Bank and HDFC Ltd marks a
watershed event in India's financial sector.Its
goal is to build a financial powerhouse
capable of providing a larger range of
services to  consumers, increasing
shareholder value, and competing effectively
in a dynamic market. The success of this
merger, however, will be dependent on
meticulous planning, smooth execution,and
the capacity to overcome the hurdles that
come with integrating businesses.

As both firms embark on this historic journey,
sustaining their basic principles of trust,
customer attention, and financial excellence
will be critical in guaranteeing the merged
entity's long-term success and survival.

Disclaimer: This case is developed solely for the class discussions and neither the cases nor the teaching
notes are intended to serve as endorsement of the facts, or the illustrations of the effective or ineffective
management. For pedagogical purposes author(s) might have functionalized individuals, conversations,
strategies, assessments, data, numbers, charts or other details.
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