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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in 
vulputate velit esse molestie consequat, vel illum dolore eu feugiat 
nulla  

 
 Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy 

nibh euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam,  
 

 quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. et iusto odio dignissim qui blandit praesent luptatum zzril delenit 
augue duis dolore te feugait nulla facilisLorem ipsum dolor sit amet, 
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Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon  

NBFC Rs.582.5 Buy on dips to Rs.567-571 band and add more in the Rs.516-520 band Rs.621 Rs.654 2 quarters 

Our Take: 

Motilal Oswal Financial Services Ltd.’s, (MOFSL) diversified business with rising fee based income along with differentiated client franchise 
provides potential of gains from financialisation of savings. The production and distribution of all financial products and services helps the 
company’s advisors to attain client’s financial objectives with high end service. The company has well established brand and experienced 
management team.  Over last three decades, MOFSL has seen various markets cycles and has a strong track record in the capital market 
space. This gives us confidence that the company will also emerge out stronger from this pandemic led down cycle. 
The AMC business is showing traction despite a challenging environment due to recovery in markets, better performance by MOFSL' funds 
and launch of passive funds. The broking business is expected to do well over FY21E as volumes continue to show strong traction. Scaling 
up of MOHL will still take some time. 

 

Valuations & Recommendation: 

We expect (ex-Aspire) revenue to grow by 20.6% CAGR growth, operating profit by 72% (due to FY20 lower base) over FY20 to FY22E. We 
have estimated ~3% CAGR in broking revenues over the same time frame while wealth management revenues for the same period are 
expected to grow by 21% CAGR mainly driven by AUM growth of CAGR 25% which is expected to reach to Rs.245 bn in FY22E from current 
Rs.156 bn. Rich pipeline and constant engaging on a wide cross-section of mandated transactions across capital markets and advisory will 
drive 48% CAGR revenue form investment banking segment of the company. We expect, AMC business to consolidate in FY21 on account 
of sales likely to reset as a result of changing regulations. Going forward, we expect it to register an AUM CAGR growth of 21% FY20-22.  
We will monitor recovery and repair at Aspire.  
 
We feel that investors can buy Motilal Oswal Financial Services Limited (MOFSL) on dips to Rs.567-571 band (13.7x/18.7x capital 
markets/AMC FY22E PAT + 0.7x FY22E market value of the treasury book+0.5x FY22E ABV of HF) and add more on dips to Rs.516-520 band 
for the base case target of Rs.621 (14.5x/22x capital markets/AMC FY22E PAT + 0.7x FY22E market value of the treasury book+0.5x FY22E 
ABV of HF) and Bull case target of Rs.654 (15.5/23.5x capital markets/AMC FY22E PAT + 0.7x FY22E market value of the treasury book+0.5x 
FY22E ABV of HF) over the next two quarters. 
 

HDFC Scrip Code MOTOSWEQNR 
BSE Code 532892 
NSE Code MOTILALOFS 
-Bloomberg MOFS IN 

CMP Nov 14, 2020 582.5 

Equity Capital (Rsmn) 148 

Face Value (Rs) 1 

Equity Share O/S (mn)  148 

Market Cap (Rs bn) 85.15 

Book Value (Rs) 193 

Avg. 52 Wk Volumes 148410 

52 Week High  903.5 

52 Week Low 426 

  

Share holding Pattern % (Sep, 2020) 

Promoters 70.32 

Institutions               13.96 

Non Institutions 15.72 

Total 100.0 

 
Fundamental Research Analyst 
Nisha Sankhala 
 Nishaben.shankhala@hdfcsec.com 
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Financial Summary: MOFS (ex- MOHL) 
Particulars (Rsbn) Q2FY21 Q2FY20 YoY-% Q1FY21 QoQ-% FY19 FY20 FY21E FY22E 

Revenue 7.16 4.34 64.9 5.65 26.7 17.2 13.9 20.8 20.2 

EBITDA 3.84 1.61 138.1 2.74 40.4 6.1 2.3 8.9 6.8 

EBITDA Margin (%) 53.6 37.1 1648bps 48.4 523bps 35.7 16.3 42.7 33.8 

APAT 2.69 1.54 74.3 2.22 20.7 4.1 1.1 7.1 5 

P/E (x)  

     

21.1 75.7 12.2 17.4 

ROE (%) 

     

15 4 23.3 14.6 
 

       (Source: Company, HDFC sec) 
 
Recent Developments  
Diversification into fee based business 
The company started out as an equity broker since 1987. But since last few years the company has actively diversified into (fee-based) 
businesses such as asset management, wealth management, private equity, and fund-based business. The fee-based nature of these 
businesses also provides stability to revenue stream. Now bulk of the revenue comes from these new businesses (52% from new business 
in Q1FY21 compared to only 28% in FY15).   
 
Scaling up of housing finance business 
Decentralized and flaunted business model with aggressive loan book growth has created delinquencies for the housing finance business. 
But now the top management has started revamping with a new CEO, CFO, CRO and teams for collections, legal and technical. We believe 
that the scaling up of MOHL will still take time and disbursements might remain muted in FY21. In Q2FY21 loan book declined to Rs 
36.5bn (11th consecutive quarter decline) despite disbursements increasing (+14.8/150.8% YoY/QoQ) to Rs 0.6bn/qtr. NNPA was at Rs 
1.2% (-10bps QoQ). Collection efficiency saw improving trend from 80-103% over Jul- Sep-20. 
 
The AMC business is showing traction despite a challenging environment.  
AUM of the AMC business has witnessed a CAGR of 37% for the last 5 years. In this challenging environment also it is showing traction. In 
Q2FY21, MF AUM stood at Rs 222 bn (+13% QoQ), while PMS and AIF AUM stood at Rs 139 bn (+5% QoQ) and Rs 23 bn (+2% QoQ) 
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respectively. A recovery in markets resulted in an improvement in QAAUM. The AMC has added 1.4 lakh SIPs in H1FY21 vs 1.2 lakh in 
FY20. This has resulted in increase in new SIP count market share by 100 bps in H1FY21 to 2.4%. SIP inflow in Q2FY21 was at Rs 4.16 bn, 
+8% QoQ. Company’s entry in passive category will help it on-boarding clients from bottom of pyramid which are typically new to equity 
asset class or has lower risk appetite. Moreover, this has also ensured its presence in bottom as well as top of the equity product pyramid. 
A recovery in markets, better performance by MOFSL' funds and launch of passive funds will result in a continued healthy inflow for the 
company.  
 
Treasury reported MTM gain on investments of Rs 1.7bn. This was much higher than Rs 1.3bn in Q1FY21 and was also the result of the 
half-yearly revaluation of PE investment. 
 
Long term Triggers 
Well diversified business  
The broad range of offerings under Broking and Distribution, Institutional Equities, Asset Management, Wealth Management, Investment 
Banking, Private Equity and Housing Finance business helps to foresee client requirements and provide full-fledged services under single 
platform. The production and distribution of all financial products and services helps the company’s advisors and clients to attain client’s 
financial objectives with high end services. MOFSL’s financial products and services are distributed through a pan-India network. The 
business has grown from a single location to a nationwide network spread across 2,500+ business locations operated by business 
associates or directly through own branches in 600 cities. This extensive network provides opportunities to cross sell products and 
services, particularly as the company diversifies into new business streams. In addition to the geographical spread, MOFSL also offers an 
online channel to service customers. 
 
Well established brand name 
Since 1987, the company has seen various capital market cycles and has a strong hold in the capital market space. The company has 
strong brand name and experienced management. ‘Motilal Oswal’ is a well-established brand among retail and institutional investors in 
India. The company has been able to leverage its brand awareness to grow its businesses, build relationships and attract and retain 
talented individuals. The promoters, Mr Motilal Oswal and Mr Raamdeo Agrawal are qualified chartered accountants with over three 
decades of experience each in the financial services industry. The top management team comprises qualified and experienced 
professionals, with a successful track record.  
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Capital market business - A strong pillar 
The capital market business has been doing exceptionally well due to rise in cash volumes. It comprises retail broking, institutional 
equities and investment banking business.  Revenue from this segment contributes 45% in consolidated revenue while 60% in Operating 
Profit Mix as of H2FY21. Retail broking revenues are at all time high led by strong surge in volumes and market share gain across cash and 
derivative segment.  In Q2FY21, Capital market segment (including wealth management) reported stellar PAT of Rs 879mn (+52.1/53.1% 
YoY/QoQ) led by 70.2/39.5% growth in derivative volumes, Broking ADTVs (average daily traded volumes) grew 70.8/33.3% YoY/QoQ, 
resulting in 110.5/29.6% YoY/QoQ growth in broking revenues. The company has also witnessed strong traction in new clients addition 
driven by franchisee and retail channel, total 1.17 lakh clients acquired in Q2FY21, +34% QoQ. Active clients have also registered 9% QoQ 
growth at 0.45 mn as of September 2020. Distribution business AUM grew by 9% QoQ at Rs 111 bn.  
 
Indian Mutual Fund Industry - a multiyear growth story 
Indian Mutual Fund Industry has a multiyear growth story lying ahead of them on the back of several structural benefits. Currently Indian 
MF Industry is highly under penetrated- AUM to GDP ratio is mere 12.5% (vs 6.7% in FY12) compared to Global average of 62% and ~46% 
in other emerging countries like us.  Since past few years Indian household saving is rapidly moving from physical and traditional 
investments to Mutual fund. More and more retail participation has been coming into mutual fund AUM via SIPs. If we compare number 
of tax returnees & demat account holders with Mutual fund holders and assume of them all as potential Mutual fund investors, 
penetration of Mutual fund investors is just 50%. This gives us the kind of potential the industry has. 
 
Strong fund base book 
The company has a very strong fund base book with a market value of Rs.21.3 bn as at Sep-20. These funds have given a cumulative XIRR 
13% on total investments (since inception). Fund based book includes gains/loss on sponsor commitments cum investments in equity MF, 
PE funds, Real estate funds, AIF and strategic equity investments. The company has also done buyback of shares. These investments have 
helped “seed” new businesses, which are scalable, high-RoE opportunities. They also serve as highly liquid “resources” available for future 
investments in business, if required. 
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What could go wrong?  

 Capital market has inherent risk of volatility. Market volatility (especially downward) has high correlation with fund flow into AUM 
and volumes growth for the broking business. So any prolonged period of negative returns from equity market can hurt company’s 
revenues hard. 
 

 The broking industry is currently facing significant pressures on account of increased competition from discount brokers. While the 
capital market cycle has been positive and volumes have compensated for declining yields, a reversal of investments into financial 
assets will have a significantly negative impact on both asset prices and trading volumes, which in turn will significantly impair broking 
revenues and earnings. 
 

 Key risk facing Motilal Oswal Home Finance (formerly Aspire) currently is a higher than expected credit losses in its legacy book. 
Additionally lower rate of disbursements may impact earnings.  
 

 Home loan business’s Loan book growth is also cause of concern as it has been continuously on a declining trend. In Q2 also it 
declined to Rs 36.5bn (11th consecutive quarter decline) despite recovery in disbursements. 
 

 For the broking business new regulatory changes requiring an upfront collection of margins may result in lower volumes; this remains 
a key risk in H2 for this segment. 
 

 Any adverse change of regulation might impact the business growth of the company.  
 

 Continued underperformance of its funds remains as a key investment risk.  Also substantial portion of its treasury invested in 
equities, where returns are cyclical and unpredictable. 
 

 There could be a spate of lumpsum redemptions in FY21 as a result of the lockdown as investors tap into their savings. We believe 
that even SIPs may take a small hit.   
 

 The Indian mutual funds industry has had a spectacular run in the last few years. But FY20 was a difficult year for asset managers as 
equity flows deteriorated, debt crisis & series of defaults, commissions increased, and performance deteriorated. And looking at 
current the economic situation market conditions seems tough. Although we believe flows to mutual funds may start to improve 
from H2FY21 onwards. 
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Company Profile: 
Motilal Oswal Financial Services Limited (MOFSL) is diversified financial services company with stock broking business activity. MOFSL 

operates in businesses such as Retail and Institutional broking, Investment banking, Asset Management, Wealth Management, Private 

equity and Housing finance. In each of the businesses MOFSL offers unique value proposition to its customers and creates its niche in each 

of the business segment and command premium position over peers. MOFSL carries its lending business by running Loan against shares 

book under the name of Motilal Oswal Finvest Limited and retail mortgage backed lending in affordable housing segment under the name 

of Motilal Oswal Home Finance Ltd (formerly known as Aspire Home Finance Corporation Ltd). 

                        
 SOTP Valuation: 

Business segments  Metric (Rs bn) 
Multiple (x) Valuation (Rs/share) 

Base Case Bull Case Base Case Bull Case 

Broking and distribution PAT 2.32 14.5 15.5 227 243 

AMC (Public and private) PAT 1.77 22 23.5 263 281 

Investments/Treasury MTM value 25.58 0.7 0.7 121 121 

Housing finance ABV 9.9 0.5 0.5 33 33 

Total  

    

645 678 

Less: intersegment 

 

-0.16 22.5 22.5 -24 -24 

Total  

    

621 654 
(Source: Company, HDFC sec) 
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Financials(ex- MOHL) 

Income Statement (in Mn)          
 

Balance Sheet (in Mn)         

 
FY19 FY20 FY21E FY22E 

 
 

FY19 FY20 FY21E FY22E 

Net Revenues  17,186 13,943 20,847 20,184 

 

SOURCES OF FUNDS  

    Growth (%) -13.4 -18.9 49.5 -3.2 

 

Share Capital 146 148 148 148 

Employee Benefits Expenses  4,380 4,771 5,105 5,871 

 

Reserves  28,131 28,054 32,470 35,470 

Operating Expenses 6,675 6,901 6,837 7,480 

 

Minority Interest 408 366 422 460 

EBITDA  6,131 2,271 8,904 6,832 

 

Total Shareholders Funds  28,685 28,568 33,040 36,078 

EBITDA Margin (%) 35.7 16.3 42.7 33.8 

 

Total Debt 15,283 16,786 14,000 14,000 

EBIDTA Growth (%)  -21 -63 292.1 -23.3 

 

Other Financial Liabilities & Provisions  1,167 1,228 1,713 1,659 

Depreciation 195 329 395 474 

 

Net Deferred Tax Liability  1,007 88 93 99 

EBIT  5,936 1,941 8,509 6,358 

 

TOTAL SOURCES OF FUNDS 46,141 46,670 48,847 51,836 

Other Income (includes treasury ) - - - - 

 

APPLICATION OF FUNDS  

    Interest & Financial Charges  -  -  -  -  

 

Net Block 2,528 2,828 2,641 2,369 

PBT 5,936 1,941 8,509 6,358 

 

Non current Investments  32,868 36,898 35,109 37,805 

Tax  1,872 480 1,093 1,053 

 

Loans & Deposits 1,899 2,534 5,711 5,530 

RPAT 4,064 1,462 7,417 5,305 

 

Total Non-current Assets 37,295 42,260 43,461 45,704 

APAT  4,101 1,142 7,090 4,982 

 

Current Investments  -155 347 21 22 

APAT Growth (%) -26 -72.2 521 -29.7  Debtors 15,704 7,457 9,995 10,507 

AEPS  27.6 7.7 47.8 33.6  Cash & Equivalents 6,065 12,618 6,221 3,179 

EPS Growth (%) -26.7 -72.2 521 -29.7  Loans & Advances  6,858 5,586 5,711 5,530 

      

Other Current Assets -831 -204 - - 

      

Total Current Assets  27,642 25,803 21,948 19,237 

      

Creditors 13,872 17,974 11,423 8,571 

      

Other Current Liabilities  4,925 3,419 5,140 4,534 

      Total Current Liabilities 18,796 21,393 16,563 13,106 

      Net Current Assets  8,846 4,410 5,385 6,132 

      TOTAL APPLICATION OF FUNDS 46,141 46,670 48,847 51,836 

  (Source: Company, HDFC sec) 
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Cash Flow Statement        
 

Key Ratios          

  FY19 FY20 FY21E FY22E 
 

  FY19 FY20 FY21E FY22E 

Reported PBT  5,936 1,941 8,509 6,358 
 

PROFITABILITY (%)          

Non-operating & EO Items -40 - - - 
 

EBITDA Margin 35.7 16.3 42.7 33.8 

Depreciation 195 329 395 474 
 

EBIT Margin  34.5 13.9 40.8 31.5 

Working Capital Change  -13,501 9,997 -10,384 -3,655 
 

APAT Margin 23.9 8.2 34.0 24.7 

Tax Paid -1,872 -480 -1,093 -1,053 
 

RoE  15.0 4.0 23.3 14.6 

OPERATING CASH FLOW ( a )  -9,282 11,788 -2,572 2,124 
 

RoCE  14.8 5.2 24.4 15.5 

Net Capex 141 -629 -208 -202 
 

EFFICIENCY         

(Purchase)/sale of net operating financial assets  660 -4,789 1,844 -2,982 
 

Tax Rate (%)  31.5 24.7 12.8 16.6 

Free Cash Flow (FCF) -8,481 6,370 -937 -1,060 
 

Asset Turnover (x) 6.8 4.9 7.9 8.5 

Non-operating Income         
 

Debtors (days) 334.0 195.0 175.0 190.0 

INVESTING CASH FLOW ( b )  801 -5,418 1,635 -3,184 
 

Payables (days) 295.0 471.0 200.0 155.0 

Debt Issuance/(Repaid) 13,283 1,503 -2,786 - 
 

Other Current Liab & Prov (days)  105.0 90.0 90.0 82.0 

FCFE 4,802 7,873 -3,723 -1,060 
 

Working Capital (days) -83.0 -370.0 -115.0 -47.0 

Proceeds From Issue of Share Capital  183 -  -  -  
 

Debt/EBITDA (x)  2.5 7.4 1.6 2.1 

Dividend -1,524 -826 -2,987 -2,208 
 

Net D/E 0.3 0.1 0.2 0.3 

Others  -1,014 -495 313 225 
 

PER SHARE DATA          

FINANCING CASH FLOW ( c ) 10,928 183 -5,459 -1,982 
 

AEPS (Rs/sh) 27.6 7.7 47.8 33.6 

NET CASH FLOW (a+b+c)  2,447 6,553 -6,397 -3,042 
 

CEPS (Rs/sh)  29.7 10.2 51.7 37.7 

Opening Cash & Equivalents 3,619 6,065 12,618 6,221 
 

DPS (Rs/sh) 5.7 4.1 17.1 12.7 

Closing Cash & Equivalents  6,065 12,618 6,221 3,179 
 

BV (Rs/sh)  196.9 192.9 223.1 243.6 

      
VALUATION         

      

P/E  21.1 75.7 12.2 17.4 

      

P/BV 3.0 3.0 2.6 2.4 

      

Dividend Yield (%)  1.0 0.7 2.9 2.2 
(Source: Company, HDFC sec) 
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Disclosure: 

I, Nisha Sankhala, MBA, author and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has no material adverse disciplinary history as on the date of publication 

of this report. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the 

month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest. 

 

Any holding in stock –No 

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475. 

 

Disclaimer:  

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. 

Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information 

purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.  

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality,  state, country or other jurisdiction where such distribution, publication, reproduction, 

availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.  

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or 

indirectly, for any purposes or in any manner.  

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced 

by foreign currencies effectively assume currency risk.  

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments. 

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or 

other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related 

information and opinions. 

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, 

changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities 

of the companies / organizations described in this report. 

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.  

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or 

merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business. 

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of 

publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information 

presented in this report.  

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject company or third party in 

connection with the Research Report. 
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