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HDFC the Goliath among Davids
All-time low valuations compelling; ability to raise cheap funds an advantage over peers
HAMSINI KARTHIK
Mumbai, 7 September

H

ousing Development Finance
Corporation
(HDFC
Ltd)
announced over the weekend
that it had approved the deployment of
~47,000 crore towards affordable
housing.
Given that HDFC is often viewed as a
firm catering to the mid-to-upper market, this marks a significant change.
Higher loans to the affordable housing
segment mark its faster penetration into
the space. The stock traded in the green
on Monday, even though the rise was
less than 1 per cent.
However, HDFC’s move to create the
largest buffer for tentative asset quality
pangs (from Covid-related disruption)
of ~12,200 crore, and raise ~14,000 crore
(maximum among NBFCs) to shore up
capital adequacy to 19.5 per cent,
has drawn a lukewarm response from
the markets.
What could add to investors’ woes is
that the stock has remained a laggard
despite its key subsidiary HDFC Bank
(accounting for 27 per cent of overall valuations) gaining 12 per cent over the last
three months.
The HDFC stock has dipped (down 1.5
per cent) during this period. HDFC Ltd
is among the largest holding companies
in the financial services spaces.
Along with its three marquee listed
subsidiaries — the other two being HDFC
Life and HDFC Asset Management
Company — it draws nearly 45 per cent
of value from these units, up from 39 per

cent a year ago. HDFC Life has gained
about 17 per cent, while HDFC AMC has
shed 7 per cent during this period.
This leads to two key questions for
investors — what lies ahead for HDFC’s
bread-and-butter mortgage business, and

whether they should remain positive on
its core operations.
Valuations of HDFC’s core business
have been on a downward trajectory for
over 18 months, which touched a new low
of 1.3x its trailing 12-month price-to-

book, in August.
The prolonged de-rating of valuations in the NBFC space may not have
spared HDFC’s core business. Further,
rising caution over NBFCs’ developer or
wholesale finance books may have
prompted investors to take a wait-andwatch approach.
Accounting for 26 per cent of HDFC’s
loan book, pain in this segment has
been steadily increasing since two
years, touching a record gross NPA ratio
of 4.1 per cent in the June quarter, up
142 bps year-on-year. Asset quality
trend in its retail book fares better in
comparison, but the gross NPA ratio
(0.92 per cent) has been on the rise, even
in this segment.
Though the recent equity raise may
help the lender absorb potential loan
losses, its ability to raise capital at dearth
cheap rates remains the key solace for
the stock and the reason for investors to
hold their faith in its mortgage business.
Recently, the firm raised short-term
funds at below 4 per cent and non-convertible debentures at below 7 per cent.
Though bond market rates have eased
during the past few quarters, rates locked
in by HDFC remain unthinkable for any
other player.
Being the leader of the pack should
help take care of growth and help it
remain ahead of the curve.
Suresh Ganapathy of Macquarie
Capital says such a large holding company discount is unwarranted, and hence
the current valuations are cheap and
compelling for a quality franchise such
as HDFC.

Thiruvananthapuram, 7 September

Shares of Allcargo Logistics
dropped nearly 4 per cent on
Monday after the floor price set
for delisting disappointed investors. The company had, on
Saturday, announced that its promoters had set the floor price for
delisting at ~92.58 — 19 per cent
lower than Allcargo’s last closing
of ~114.5 on Monday.
The floor price is the base price
at which promoters intend to purchase shares from the public to
take the company private. The
final delisting price is always at a
steep premium to the floor price.

Experts
said
investors
expressed disappointment over
the low floor price as it signals that
the promoters may not be very
serious about delisting.
“Delisting will be a positive
development, but the proposed
delisting price is not up to expectations of public shareholders,”
said Yash Gupta, equity research
associate, Angel Broking.
Over the past three weeks,
shares had rallied close to 30 per
cent on the back of the delisting
announcement. Public shareholding in Allcargo is at 30 per
cent. Vedanta, Hexaware, and
Adani Power are few other firms
in which promoters have

announced delisting bids.
Investors usually lap up shares
of companies when they intend
to delist, as these trades tend to
be very rewarding. However, an
unsuccessful attempt makes such

bets go awry.
“Investors should not lose
sight of the historical valuation.
You may get a small premium to
the historic price-to-earnings valuation, but not more,” said A K
Prabhakar, head (research), IDBI
Capital Markets.
“Delisting is not something
that will create wealth for investors. The promoters’ intention is
very clear — to run the business
privately. They also have constraints of capital and cannot pay
you unlimited money. It’s better
for investors to stay away from the
delisting if they do not understand the nitty-gritty,” Prabhakar
added. Allcargo provides services

Use wellness discounts
to reduce premium
Policies offering these features not expected
to be more expensive than existing ones
BINDISHA SARANG

Did you know that you can now get a
discount on your tennis club membership, or a voucher that gets you a
rebate on the purchase of nutritional
supplements and medicines? The
Insurance
Regulatory
and
Development Authority of India
(Irdai) has come out with guidelines
on wellness and preventive measures
that aim to popularise these features
in insurance products.
Insurers will offer rewards to
those who meet the criteria for wellness and preventive care. The regulator has been working on these
guidelines for some time. Says
Gurdeep Singh Batra, head-retail
underwriting, Bajaj Allianz General
Insurance: “These guidelines will
allow insurers to reward customers
in various ways, including allowing
them to obtain discounts on outpatient consultations or treatments,
pharmaceutical purchases, health
check-ups, diagnostics, etc.”
These benefits might come as part
admissible claim.
of the policy or as part of add-on
The regulator has asked
cover. They are expected to
insurers not to promote pronudge
policyholders
ducts or services of any partowards making better
ticular third-party service
health choices. Says Amit
provider.
Chhabra, head of health
Pricing: Premium rates
business, Policybazaar.com:
are not expected to rise a lot.
“Health insurance will no
The Irdai circular says: “Any
longer be perceived as only
wellness and preventive feaan instrument for securing
ture shall be designed only
oneself against unforeseen
with the objective of mainillnesses. It will become a
taining and improving good
part of the customer’s daily
health, thereby, enabling affordable
health needs.”
health insurance.” Insurance comFeatures: Expect your policy to
like global multimodal transport
panies will assess the pricing impact
come loaded with such features. For
operations, container freight staof the features they offer. If there is
instance, you could get redeemable
tions, inland container depots,
any impact, they will have to disclose
vouchers to buy health supplements.
third-party logistics, and wareit upfront to Irdai. These features will
You could even get vouchers for
housing.
be factored into the pricing of the
membership of yoga centres, gymExperts said investors should
product.
nasiums, sports clubs, etc. Says
buy shares of firms that have
The guidelines have come into
Chhabra: “This will encourage poliannounced delisting if they are
effect, and not only will new polcyholders to use such facilities,
bullish on prospects of the comicies offer these features, existing
which should help improve the overpany and not just with an eye on
ones can also be modified to incorall health and fitness level of the
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The bottom line,and
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country.”
Batra puts it, is: “These guidelines
Depending on the extent to which
will help policyholders monetise
you follow the wellness regime, you
reward points earned by following
could also get a discount on your pola wellness regime. Not only will this
icy premiums and/or increase in sum
result in customers maintaining
insured at the time of renewal.
and improving their health, it will
Further, you could get coverage for
also make health insurance more
the cost of non-payable items (those
affordable.”
not covered by the base policy) in an

Allcargo slides 4% as delisting price disappoints
SUNDAR SETHURAMAN
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1. `mÛmao gyMZm XoÊ`mV `oV Amho H$r, H§$nZrMr 35 dr dm{f©H$ gd©gmYmaU g^m (EOrE_) _§Jidma, {X.
29.09.2020 amoOr Xw. 4.00 dmOVm 35 ì`m EOrE_À`m gyMZoV {d{hV {df`m§da {dMma{d{Z_` H$aÊ`mgmR>r
{ìhS>rAmo H$m°\$a{Ýg§J (ìhrgr)/AXa Am°{S>Amo {ìhÁ`wAb _rÝg (AmoEìhrE_)À`m _mÜ`_mVyZ Am`mo{OV H$aÊ`mV
`oV Amho.
2. H§$nZrZo EOrE_Mr gyMZm d dm{f©H$ Ahdmb `m§Mr nmR>dUr B©-_obÛmao nyU© Ho$br Amho.
3. H§$nÝ`mH$m`Xm,2013 Mo AZwÀNo>X 91 A§VJ©V nwTo> gyMZm XoÊ`mV `oV Amho H$r, EOrE_À`m {Z{_ÎmmZo H§$nZrMo
g^mgXm§Mo a{OñQ>a d ímoAa Q´>mÝg\$a ~wŠg {X. 23.09.2020 Vo {X. 28.09.2020 Xaå`mZ (XmoÝhr {Xdg
g_m{dîQ>) ~§X amhVrb.
4. {ZYm©{aV A§{V_ VmarI AWm©V {X. 22.09.2020 amoOrZwgma H$mJXmonÌr ñdê$nmVrb {H§$dm S>r_Qo>{a`bmBÁS²>
ñdê$nmVrb ^mJYmaH$ Agbobo g^mgX {b§H$ BZQ>mB_ B§{S>`m ßm«m`ìhoQ> {b{_Qo>S> (EbAm`Am`nrEb)À`m
BboŠQ´>m°{ZH$ _VXmZ ßm«UmbrÀ`m _mÜ`_mVyZ EOrE_À`m gyMZoV {d{hV gm_mÝ` d {dímof {df`m§da Amnbr _Vo
BboŠQ´>m°{ZH$ ñdê$nmV XoD$ ímH$Vrb. gd© g^mgXm§Zm gy{MV H$aÊ`mV `oV Amho H$r :
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