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Facilities/Instruments@ Amount (X crore) Rating! Rating Action
Long-term / Short-term bank facilities 3,000.00 CARE AAA; Stable / CARE A1+ Reaffirmed
Commercial paper 5,000.00 CARE A1+ Reaffirmed
Commercial paper 5,000.00 CARE A1+ Reaffirmed

@Details of instruments/facilities in Annexure-1.
Rationale and key rating drivers

The ratings assigned to the instruments of HDFC Securities Limited (HSL) factor in the parentage and expected
support from HDFC Bank Limited (HDFC Bank- rated CARE AAA; Stable/ CARE Al+) considering the majority
shareholding of HDFC Bank (95.48% stake as on September 30, 2023) and strategic importance of HSL to the
group by providing the bank’s customers access to a broader suite of capital market and investment products. The
ratings further factor in the managerial and operational linkages it shares with the parent as well as the broader
benefits including financial flexibility in raising funds, it enjoys due to extension of HDFC’s brand identity and shared
client base.

Additionally, the ratings continue to derive strength from HSL's strong retail broking franchise, comfortable
capitalization, and healthy earning profile. As on September 30, 2023, the active client base of the company on
NSE stood at around 10 lakhs.

These rating strengths are, however, partially offset by the risk inherent in the broking business due to high
dependence on the capital markets resulting in volatility in the income and profitability and increasing competition
in the sector.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

Not applicable

Negative factors

e  Weakening of the credit profile of HDFC Bank

e Weakening of parent support or linkage with HDFC Bank or significant change in the shareholding of HDFC
Bank in HSL

e Sustained losses in HSL

Analytical approach:

The approach adopted is Standalone along with factoring in linkages with the parent, HDFC Bank Limited (rated
‘CARE AAA; Stable/ CARE A1+") owing to its strong operational and managerial linkages along with shared brand
name.

Outlook: Stable

The stable outlook factors in the expectation that HSL will continue to have a healthy and diversified earnings

profile considering its strong retail broking franchise and comfortable capitalization of the company along with a
good active client base.

!Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
1] CARE Ratings Ltd.
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Detailed description of the key rating drivers:

Key strengths

Parentage and expected support from HDFC Bank due to the operational linkages and managerial
linkages as well as benefits in terms of financial flexibility in fund raising

The majority stake in HSL is owned by HDFC Bank Limited, the largest private sector bank in India designated as
a Domestic Systematically Important Bank (D-SIB) with a stake of 95.48% as on September 30, 2023. The group
has extended the identity of HDFC brand with HSL and HSL has operational linkages, access to established
customer base and franchise of the bank, business synergies which allows the group to offer a full bouquet of
financial services. Furthermore, HSL benefits from widespread presence of HDFC Bank across the nation with
diverse clientele base which is turn helps HSL in getting leads for its business. More than 95% of the customers of
the company are HDFC Bank’s customers.

Furthermore, HSL has board representation from HDFC Bank. Arvind Vohra (Country Head of Retail Assets at HDFC
Bank) is a Director on the Board of HSL. Furthermore, several personnel serving in key roles at HSL are deputed
from HDFC Bank. Dhiraj Relli, serving as the Managing Director & CEO, was serving as Senior Executive Vice
President & Head of Branch banking in HDFC Bank. He has been associated with the HDFC group since 2008.
From an operational perspective, HDFC Bank's scale, widespread network and the group’s overall diverse clientele
aid HSL in lead generation for its broking business. Likewise, HSL's broking customers serve in further strengthening
the retail liability franchise of the bank. Given the existence of significant managerial and operational linkages,
name and brand sharing as well as a financially strong parent, CARE Ratings expects that commensurate support
will be forthcoming to HSL from its parent in times of need.

Strong retail broking franchise with adequate risk management

HSL is among the top ten retail brokers in India in terms of active clients (around 10 lakh clients as of September
30, 2023). It offers broking services, both in the equity and derivatives market segment for retail and institutional
clients and distributes third-party products, such as mutual funds, insurance policies, fixed deposits, IPOs, etc.
Along with these, the company also provides margin trading facility (MTF), a short-term loan to the customers
which stood at 5,098 crore as on September 30, 2023.

The company’s cash turnover decreased during FY23 in line with the overall industry to X3,76,576 crore as against
%5,21,209 crore in FY22. About 96% of the total brokerage as on September 30, 2023 is from retail clients. In line
with the industry trend of digitalisation and greater emphasis on digital offerings, the company rationalised its
distribution network via consolidation of the existing branches lowering the branch count to 196 as on October 30,
2023. It significantly ramped-up its digital presence with digital sources contributing 85% of the brokerage in FY23,
up from 60% in FY20.

Furthermore, during September 2023, the company launched a discount broking application "HDFC Sky” through
which the company is targeting Gen-Z, millennials and new-age investors which will further increase the client
base. The seamless integration with HDFC Bank as well as benefits of the common branding will continue to play
a key role in growing and managing the overall broking franchise.

Healthy earnings profile

The company’s brokerage income reduced in FY23 on the back of reduced turnover of HSL on both the exchanges
(NSE & BSE) in line with the other players in the industry. The overall market turnover was impacted during FY23
due to the high volatility in the market due to the geopolitical scenario. However, in H1FY24 the turnover improved
to %2.6 lakh crore as against X3.7 lakh crore for the entire year due to the favorable market conditions.

Due to the inherent volatility in the broking business, the broking companies have a diversified income profile. HSL,
apart from brokerage income, also earns fee income from cross selling of financial products and interest on MTF
loans. The company reported brokerage and fee income of X680 crore in H1FY24 as against X581 crores in H1IFY23.
Furthermore, the MTF book of the company increased to 5,098 crore as on September 30, 2023, from 3,283
crore as on March 31, 2022. During Q2FY24, the company started a separate channel to focus on HNI customers
which further led to the increase in the MTF book. The company reported an increase in the interest income from
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X528 crore in FY22 to X648 crore in FY23. While finance costs increased from X156 crore in FY22 to 3296 crore in
FY23 as the company saw increase in commercial paper borrowings to finance MTF book. Furthermore, there was
an increase in the cost of funds of commercial papers during FY23 which ranged from 7% to 8% as against 4% to
5% in FY22.

The company’s operating expenses have largely remained stable in FY23. However, in H1FY24, the expenses have
increased on account of an increase in advertising & business promotion expenses for launching of HDFC SKY
application and payment of corporate social responsibility (CSR) liability in Q2FY24.

Thus, the increase in the operating expenses during H1FY24 and increase in the finance cost to fund the increasing
MTF book and comply with margin requirements with Securities & Exchange Board of India (SEBI), coupled with
increase in the total assets of the company, led to the company reporting return on total assets (ROTA) of 7.7%
as on September 30, 2023 (9.59% as on March 31, 2023) as against 15.52% as on March 31, 2022.

Comfortable capital position:

The company’s tangible net worth (TNW) increased to %1,905 crore as on September 30, 2023 (X1,741 crore as
on March 31, 2023) from %1,627 crore as on March 31, 2022, on healthy earnings partly offset by dividend
payments of ¥440 per share during FY23. Prior to FY20, the company utilised borrowings mainly to meet exchange
obligations from the broking business. However since FY20, HSL utilizes the borrowings to fund the MTF book as
well and hence borrowings have grown in tandem with the loan book from X691 crore as on March 31, 2020 to
%8,402 crore as on September 30, 2023, which has led to the increase in the overall gearing to 4.4x as on
September 30, 2023 (3.02x as on March 31, 2023) from 2.84x as on March 31, 2022. The borrowings have been
entirely in the form of commercial paper (CP). HSL has been able to raise CP at a rate of 7% to 8% during FY23
with tenors not exceeding three months. It also has access to bank lines for meeting its working capital
requirements. The company plans to maintain overall gearing in the range of 4.50x to 4.75x in the near term with
the company’s strategy of further growing its MTF book, subject to regulatory cap on leverage. CARE Ratings
derives comfort from HSL's strong financial flexibility, as a subsidiary of HDFC Bank providing it access to diversified
sources of funding.

Key weaknesses

Presence in inherently volatile and competitive broking business:

HSL’s earning profile is significantly dependent on the capital market activities and overall trading volumes which
are inherently volatile in nature. Income from brokerage accounts for 43% of the total income and income from
MTF book which is also dependent on the capital market segment accounts for 34% of the total income in FY23.
Nevertheless, income from the distribution of the third-party products such as mutual funds, insurance, bonds,
FDs, IPOs gives a diversification to the overall revenue.

Furthermore, the company is also impacted by the intense competitive pressures in the brokerage industry with
zero brokerage firms seizing market share from entrenched players. Although this is expected to reduce in the next
few years with the company entering into the discount broking space with its application HDFC Sky launched in
September 2023.

Liquidity: Adequate

HSL's funding requirements are largely towards maintaining margin with the stock exchanges and for its MTF
business. The margin requirements are largely met through bank guarantees which are backed by fixed deposits,
and for MTF business company usually borrows in the form of commercial paper.

As on November 30, 2023, the company had borrowings of 8,650 crore through commercial paper, against which
the company had an unencumbered cash and cash equivalent of 1,462 crore and unutilized sanctioned lines of
credit of 2,096 crore. Furthermore, the company’s MTF book is a short-term book thus the inflows from the book
will also be used to meet debt obligation.

Furthermore, the company enjoys financial flexibility, being a subsidiary of HDFC Bank to obtain additional funding
from banks or issue additional commercial paper to repay maturing debt.
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Assumptions/Covenants
Not applicable

Environment, social, and governance (ESG) risks
Not applicable

Applicable criteria

Factoring Linkages Parent Sub JV Group
Financial Ratios - Financial Sector
Rating Outlook and Rating Watch

Short Term Instruments

Definition of Default

Service Sector Companies

Broking Firms

About the company and industry

Industry classification

Macro-economic Indicator Sector Industry Basic Industry
Financial services Financial services Capital markets Stockbroking & Allied

HSL was incorporated in April 2000 as a joint venture of HDFC Bank Limited, HDFC Limited and Indocean Securities
Holdings Limited. It is engaged in a single line of business as a provider of broking services to its clients in the
capital market. The company is a public limited company listed in the debt market in BSE. HDFC Bank has been
gradually increasing its stake in HSL. It obtained a controlling interest of 55% in HSL in FY 2006 and as on
September 30, 2023, the bank’s overall shareholding in HSL stood at 95.48%. The company is registered as a
“Stockbroker” with the Securities and Exchange Board of India (“"SEBI”) and as a “Corporate Agent” with the
Insurance Regulatory and Development Authority ("IRDA"). The company started with equity trading and later
rolled out derivatives trading. Currently, it offers a broad suite of savings and investment products along with the
core broking product. It also distributes third party products and plays a key role in crossselling products of its
group companies. In FY19, HSL started offering Margin Trading Facility (MTF), as part of which the company
extends short term loans to its broking customers fully secured against cash and/ or collateral of approved
securities.

Brief Financials (X crore) \ FY22 (A) FY23 (A) H1FY24 (UA)
Total income 1,990 1,891 1,101
PAT 984 777 403
Loan portfolio 3,283 2,748 5,098
Total Assets 7,923 8,268 13,328
PAT Margin (%) 49.46% 41.04% 36.62%
Gearing ratio (times) 2.84 3.02 4.41

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA:
Not applicable

Any other information:
Not Applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated
instruments/facilities is given in Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5


https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Parent%20Sub%20JV%20Group%20-%20Aug%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20%20Financial%20Ratios%20%20Financial%20Sector%20December%202022(6-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Service%20Sector%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Broking%20criteria-%20October%202023.pdf
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Annexure-1: Details of instruments/facilities (as on December 19, 2023)

Date of

Maturity

Name of the Issuance | Coupon Date thselzl(:; ::e aT::;nsvi‘::sllfa:ie:g
Instrument (DD-MM- | Rate (%) (DD-MM- (X crore) Outlook
YYYY) YYYY)
Commercial paper INE700G14GQ0 | 5-Oct-23 7.45% 20-Dec-23 200.00 CARE A1+
Commercial paper INE700G14GR8 | 12-Oct-23 7.68% 11-Jan-24 350.00 CARE A1+
Commercial paper INE700G14GS6 | 13-Oct-23 7.68% 12-Jan-24 75.00 CARE A1+
Commercial paper INE700G14GT4 | 16-Oct-23 7.68% 15-Jan-24 50.00 CARE A1+
Commercial paper INE700G14GU2 | 17-Oct-23 7.68% 16-Jan-24 100.00 CARE A1+
Commercial paper INE700G14GU2 | 17-Oct-23 7.68% 16-Jan-24 50.00 CARE A1+
Commercial paper INE700G14GWS8 | 19-Oct-23 7.68% 18-Jan-24 25.00 CARE A1+
Commercial paper INE700G14GWS8 | 19-Oct-23 7.70% 18-Jan-24 200.00 CARE A1+
Commercial paper INE700G14GV0 | 20-Oct-23 7.68% 19-Jan-24 300.00 CARE A1+
Commercial paper INE700G14GX6 | 23-Oct-23 7.75% 22-Jan-24 100.00 CARE A1+
Commercial paper INE700G14GX6 | 23-Oct-23 7.75% 22-Jan-24 125.00 CARE A1+
Commercial paper INE700G14GY4 | 25-Oct-23 7.95% 1-Mar-24 100.00 CARE A1+
Commercial paper INE700G14GY4 | 25-Oct-23 7.95% 1-Mar-24 100.00 CARE A1+
Commercial paper INE700G14HA2 | 26-Oct-23 7.68% 25-Jan-24 100.00 CARE A1+
Commercial paper INE700G14HA2 | 27-Oct-23 7.83% 25-Jan-24 100.00 CARE A1+
Commercial paper INE700G14HA2 | 27-Oct-23 7.83% 25-Jan-24 50.00 CARE A1+
Commercial paper INE700G14GZ1 | 27-Oct-23 7.70% 27-Dec-23 400.00 CARE A1+
Commercial paper INE700G14HA2 | 31-Oct-23 7.83% 25-Jan-24 100.00 CARE A1+
Commercial paper INE700G14HBO | 31-Oct-23 7.83% 30-Jan-24 10.00 CARE A1+
Commercial paper INE700G14HBO | 31-Oct-23 7.83% 30-Jan-24 20.00 CARE A1+
Commercial paper INE700G14HC8 | 1-Nov-23 7.77% 31-Jan-24 200.00 CARE A1+
Commercial paper INE700G14HC8 | 1-Nov-23 7.77% 31-Jan-24 100.00 CARE A1+
Commercial paper INE700G14HC8 | 2-Nov-23 7.77% 31-Jan-24 25.00 CARE A1+
Commercial paper INE700G14HD6 | 8-Nov-23 7.75% 29-Jan-24 600.00 CARE A1+
Commercial paper INE700G14GD8 | 10-Nov-23 7.77% 9-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HE4 | 15-Nov-23 7.82% 14-Feb-24 50.00 CARE A1+
Commercial paper INE700G14HGY9 | 16-Nov-23 7.88% 15-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HF1 | 17-Nov-23 7.88% 16-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HF1 | 17-Nov-23 7.88% 16-Feb-24 50.00 CARE A1+
Commercial paper INE700G14HF1 | 17-Nov-23 7.88% 16-Feb-24 50.00 CARE A1+
Commercial paper INE700G14HF1 | 17-Nov-23 7.85% 16-Feb-24 50.00 CARE A1+
Commercial paper INE700G14HH7 | 20-Nov-23 7.88% 12-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HI5 | 20-Nov-23 7.88% 13-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HJ3 | 20-Nov-23 7.85% 19-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HK1 | 21-Nov-23 7.88% 20-Feb-24 200.00 CARE A1+
Commercial paper INE700G14HK1 | 21-Nov-23 7.88% 20-Feb-24 25.00 CARE A1+
Commercial paper INE700G14HL9 | 23-Nov-23 7.88% 22-Feb-24 50.00 CARE A1+
Commercial paper INE700G14HM7 | 24-Nov-23 7.90% 23-Feb-24 200.00 CARE A1+
Commercial paper INE700G14HN5 | 30-Nov-23 7.90% 29-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HO3 | 4-Dec-23 8.05% 4-Mar-24 150.00 CARE A1+
Commercial paper INE700G14HO3 | 4-Dec-23 8.05% 4-Mar-24 25.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 150.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 50.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 50.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 50.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 25.00 CARE A1+
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Commercial paper INE700G14HPO | 6-Dec-23 8.05% 6-Mar-24 25.00 CARE A1+
Commercial paper INE700G14HPO | 6-Dec-23 8.00% 6-Mar-24 100.00 CARE A1+
Commercial paper INE700G14HQ8 | 7-Dec-23 8.00% 7-Mar-24 50.00 CARE A1+
Commercial paper INE700G14HQ8 | 7-Dec-23 8.00% 7-Mar-24 150.00 CARE A1+
Commercial paper INE700G14HR6 | 11-Dec-23 8.00% 11-Mar-24 250.00 CARE Al+
Commercial paper INE700G14HT2 | 12-Dec-23 8.03% 28-Feb-24 250.00 CARE A1+
Commercial paper INE700G14HS4 | 13-Dec-23 7.95% 13-Mar-24 25.00 CARE A1+
Commercial paper INE700G14HUQO | 15-Dec-23 8.06% 15-Mar-24 200.00 CARE A1+
Commercial paper INE700G14HUO | 15-Dec-23 8.06% 15-Mar-24 75.00 CARE A1+
Commercial paper INE700G14HUQO | 15-Dec-23 8.06% 15-Mar-24 100.00 CARE A1+
Commercial paper ) ) ) ) 2370.00 CARE Al+
(Proposed)
Long—terl.ﬁ / Short-term i ) i i 1494.00 CARE AAA; Stable /
bank facilities CARE A1+
Long-term / Short-term CARE AAA; Stable /
bank facilities - - - - 1506.00 CARE A1+
(Proposed)

Annexure-2: Rating history of last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the and and and and
Rating(s Rating(s Rating(s Rating(s
Instrument/Ban Amount ) a( ) a( ) a( ) a(
k Facilities Type Outstandin ) ) . i
Q) assigne assigne assigne assigne
g9 din din din din
2023- 2022- 2021- 2020-
2024 2023 2022 2021
Commercial 1)CARE 1)CARE | 1)CARE
paper-Commercial CARE i Al+ Al+ Al+
1 paper ST >000.00 Al+ (27-Dec- | (29-Dec- | (12-Mar-
(Standalone) 22) 21) 21)
Commercial 1)CARE 1)CARE
paper-Commercial CARE i Al+ Al+ i
2 paper ST >000.00 Al+ (27-Dec- | (29-Dec-
(Standalone) 22) 21)
1)CARE 1)CARE
CARE AAA; AAA;
AAA; Stable / Stable /
3 ::‘:j::;:;/L'\'TC/’gT LT 1 300000 | Stable | - CARE  [CARE |-
/ CARE Al+ Al+
Al+ (27-Dec- | (29-Dec-
22) 21)

*Long term / Short term

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities
Not applicable
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Annexure-4: Comp

lexity level of various instruments rated

Name of the Instrument Complexity Level
1 Commercial paper-Commercial paper Simple
(Standalone)
2 Fund-based/Non-fund-based-LT/ST Simple

Annexure-5: Lender details

To view the lender-wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on
the basis of complexity. Investors/market intermediaries/regulators or others are welcome to write to
care@careedge.in for any clarifications.



https://www.careratings.com/bank-rated?Id=Bz25N8LT83xtDMqbO8gUow==

Press Release ca re 7

RATINGS

Contact us
Media Contact Analytical Contacts
Name: Mradul Mishra Name: Sanjay Agarwal
CARE Ratings Limited Senior director
Phone: +91-22-6754 3596 CARE Ratings Limited
E-mail: mradul.mishra@careedge.in Phone: +91-22- 6754 3500 / 582

E-mail: sanjay.agarwal@careedge.in

Relationship Contact
Name: Sudhakar Prakasam

Name: Saikat Roy Director ] o

CARE Ratings Limited CARE Ratings Limited

Phone: +91-22-67543404 Phone: +91-044 -28501000

E-mail: saikat.roy@careedge.in E-mail: P.Sudhakar@careedge.in
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E-mail: aditya.acharekar@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the
Securities and Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by
the RBI. With an equitable position in the Indian capital market, CARE Ratings provides a wide array of credit rating
services that help corporates raise capital and enable investors to make informed decisions. With an established
track record of rating companies over almost three decades, CARE Ratings follows a robust and transparent rating
process that leverages its domain and analytical expertise, backed by the methodologies congruent with the
international best practices. CARE Ratings has played a pivotal role in developing bank debt and capital market
instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not
convey suitability or price for the investor. The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook
based on information obtained from reliable and credible sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or
completeness of any information and is not responsible for any errors or omissions and the results obtained from the use of such information. Most
entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. In case
of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured
loans brought in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for
any errors and states that it has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not
factor in any rating-related trigger clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of
rating downgrades. However, if any such clauses are introduced and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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