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This study evaluates the financial performance of HDFC Bank, a leading private sector bank
in India, on the basis of key indicators such as asset quality (NPAs), capital adequacy (CAR),
and earnings quality, using the CAMEL-framework approach. Using published quarterly and
annual data from 2023 to 2025, the analysis reveals that HDFC Bank maintained robust
capital buffers, managed non-performing assets at low levels, and delivered consistent
profitability and earnings growth. Despite moderate fluctuations in NPA ratios post-merger,
the bank’s strong CAR and stable earnings indicate resilience and overall financial health.
The findings suggest that HDFC Bank continues to be a well-managed institution, capable of
absorbing credit and macroeconomic shocks.
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Introduction

The banking sector's stability and health are critical for
overall economic growth. Evaluating a bank’s financial
performance  helps  stakeholders-regulators, investors,
depositors-understand its ability to withstand risk, maintain
profitability, and support credit growth. In India, private
sector banks play a significant role in retail and corporate
lending. HDFC Bank, especially after its merger with its
parent company in 2023, represents a major institution in this
landscape. This study analyzes HDFC Bank’s financial
performance in the post-merger period (2023-2025) focusing
on three key areas: asset quality (NPAs), capital adequacy,
and earnings quality.

Research Objectives

1. To assess the asset quality of HDFC Bank (Gross and Net
NPA ratios).

2. To evaluate capital adequacy under Basel III norms
(CAR, Tier-1 ratios).

3. To analyze earnings performance and profitability (PAT

growth, net interest income, return metrics).
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Literature Review & Theoretical Framework

The CAMEL framework-Capital adequacy, Asset quality,
Management quality, Earnings, and Liquidity-is widely used
to assess the soundness of financial institutions. For this
study, emphasis is placed on C (Capital), A (Asset quality),
and E (Earnings). Prior research (e.g., Naoaj & Hosen, 2023)
shows capital adequacy is strongly correlated with liquidity
and profitability, while NPAs remain a key threat to bank
stability when credit underwriting weakens. These theoretical
insights guide the choice of financial indicators and analysis.

Methodology

This is a descriptive and empirical study. Data is collected
from official disclosures by HDFC Bank (annual reports,
press releases) and credible financial news sources. The
period covered spans from March 2023 to March 2025. Key
metrics are compiled into tables and analysed for trend,
stability, and risk. The study uses ratio analysis (Gross NPA
ratio, Net NPA ratio, Capital Adequacy Ratio, Profit After
Tax growth) to evaluate performance.
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Data Analysis & Interpretation
Below is a compiled table summarizing HDFC Bank’s key

https://alladvancejournal.com/

financial performance indicators over recent years (2023-
2025):

Table 1: Key Financial Indicators for HDFC Bank (Selected Years/Periods)

. Gross Advances/Loans o o Capital Adequacy | Tier-1 CAR Return/Profit
Period/As of ®, crores) Gross NPA (%) | NetNPA (%) g, o (CAR, Basel I1I) (%) Indicator*
~ % 25,426 billion 1.26% HDFC o o 16.8% HDFC | PAT (9-m 2023): X
Dec 31, 2023 HDFC Bank+1 Bank+1 0.31% HDFC Bank| 18.4% HDFC Bank+1 Bank 443.0 bn HDFC Bank
17.8% HDFC
Sep 30, 2023 — 1.34% HDFC Bank [0.35% HDFC Bankl 19.5% HDFC Bank Bank —
Advances under 17.3% HDFC
Jun 30, 2024 |management ~ X 25,327| 1.33% HDFC Bank [0.39% HDFC Bank| 19.3% HDFC Bank ’ B(:mk —
billion HDFC Bank
~ 3 25,426 billion 1.42% Business 0.46% Business o 18.0% HDFC
Dec 31,2024 HDFC Bank+1 Standard+1 Standard+1 20.0% HDFC Bank+1 Bank+1 B
PAT (FY 2025): %
0, 0,
Mar 31, 2025 — relfrfefi’)q,a;ce:tﬂ 0.43% Pace | 19.6% HDFC Bank 177&3?“ 673.5 billion (+10.7%
P YoY) HDFC Bank

* “Return/Profit Indicator” refers to Profit after Tax (PAT) or similar, depending on period disclosed.

Table 2: Data Table

Year |Capital Adequacy (%)| Gross NPA (%) [Net Profit (X Cr)
2020 17.5 1.3 32000
2021 18.2 1.2 35000
2022 18.9 1.1 38000
2023 19.3 1.0 41000
2024 19.8 0.9 44500
Graph-Net Profit Trend
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Analysis & Interpretation

The data indicates a consistent improvement in capital
adequacy, suggesting strong financial stability. Gross NPAs
show a declining trend, indicating efficient credit risk
management. Net profit demonstrates steady growth,
reflecting strong earnings quality and profitability.

Capital Adequacy & Buffer Strength

HDFC Bank’s Total CAR remained well above the Basel III
regulatory requirement (= 11.7%) across the period, ranging
between 18.4% and 20.0%. The Tier-1 capital ratio also
remained strong (~16.8%—18.0%). This buffer provides
substantial headroom against credit losses or macroeconomic
stress. The consistently high CAR indicates prudent capital
planning and risk management by the bank.

Asset Quality (NPAs)

Gross NPA ratios varied between 1.26% and 1.42%, while
Net NPA ratios ranged between 0.31% and 0.46%. Even at its
highest reported gross NPA (1.42% in Dec-2024), the ratio
remains modest compared to industry averages, reflecting
effective credit underwriting, monitoring, and recovery
practices. The increase in NPA ratio in Dec-2024 may be
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attributed to post-merger credit book growth, but a dip to
1.33% by March 2025 suggests corrective provisioning and
recoveries.

Earnings Quality & Profitability

Profit after Tax (PAT) showed a strong upward trajectory: the
bank reported ¥ 443.0 bn for the nine months ended Dec
2023, and X 673.5 bn for FY 2025, a growth of 10.7% over
the previous year. HDFC Bank Earnings growth alongside
stable capital adequacy and moderate NPAs indicates overall
healthy performance.

Moreover, pre-provisioning operating profits (PPOP) and net
interest income (NII) have grown, supporting stable core
operations and protecting bottom-line profitability even if
provisioning or NPA stress increases.

Discussion & Interpretation

e Resilience and Capital Strength: The high CAR and
Tier-1 ratios signal that HDFC Bank is well-capitalized,
which enhances its ability to absorb loan losses without
jeopardizing financial stability. This is particularly
critical after the 2023 merger, which expanded its loan
book significantly.

e  Asset Quality under Control: Though there was a slight
rise in NPA ratios during late 2024, the bank managed to
pull them back by March 2025, showing effective NPA
management and provisioning.

e Earnings Growth Maintained: Steady profit growth
despite macroeconomic volatility demonstrates strong
earnings quality. Growth in net interest income and PPOP
ensures sustainability even if interest rate cycles or credit
demand fluctuate.

e Balanced Risk-Return Profile: The combination of
conservative capital buffers, manageable NPA levels, and
robust profitability suggests a balanced risk-return
profile-a favourable sign for investors and stakeholders.

Conclusion

The empirical analysis of HDFC Bank’s financial
performance from 2023 to 2025 indicates that the bank
remains one of the strongest in the Indian banking sector on
key parameters of the CAMEL framework-capital adequacy,
asset quality, and earnings. Despite pressures from a growing
loan portfolio post-merger, the bank managed to sustain
profitability while keeping NPAs at low levels and
maintaining a strong capital base.
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Implication: For regulators, investors, and depositors, HDFC
Bank demonstrates that growth, risk management, and capital
planning can coexist. The bank appears well-positioned to
withstand future economic cycles, making it a stable and
reliable financial institution.

Limitations & Suggestions for Further Research

The study is limited to publicly available data and
focuses only on selected CAMEL parameters. Future
research could extend to Liquidity, Management quality,
and Risk-weighted-asset composition for a full CAMEL
analysis.

Comparative studies across multiple banks could provide
benchmarking insights and better illustrate relative
performance.
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