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HDFC AMC NSTTOTONAL EQUMES

ADD CMP Rs 2,866 Target Rs 3,245 Upside 13%
Result nghlights Stock data (as on April 27, 2021)

v Revenue - Management Fees was at Rs.5bn was lower than our estimates of censex: 14653
: - i 52 Week h/I (Rs) 3359 / 2070
Rs.5.32bn. Management fees were higher by 6% yoy and witnessed a growth of Market cap (Rs/USD mn) 610146 / 8172
4% on sequential basis. Outstanding Shares 213
6m Avg t/o (Rs mn): 940
v" Yield on Management fees - The Yield on Management fees was at 0.49%, which Div yield (%): 1.2
was a deterioration of 3bps YoY, against our estimate of 0.51%. Bloomberg code: HDFCAMC IN
NSE code: HDFCAMC

v" Operating Profit -Operating profit came at Rs.4bn which was lower than our

estimates of Rs.4.4bn due to lower than estimated yield and higher than expected Stock performance

employee cost. 200 HDECAMC Nifty
v' Profits - PAT stood at Rs.3.1bn v/s our estimates of Rs.3.9bn led by significantly 150
lower ther income and weaker operating performance. 100
v Valuations - The stock currently trades at FY23E P/E of 31x. aor20 Aue20 et por-21
v" Dividend: The Board of Directors have recommended a dividend of Rs34 per ™M M 1Y
share. Absolute return 0.4% -1.9% 13.5%
Our view: HDFC AMC reported a weaker than expected performance led by sequential S;‘::::t:lrdmg pattern (As of Dec'20 end) 73.92%
decline in yields despite favorable product mix, higher employee costs and fall in other FII+DII 14'74‘;:
income. Market share loss has continued but with fund performance improving, the Others 11.34%
company is hopeful of a recovery in market share going ahead. This coupled with our
house view of strong equity market returns will lead to higher equity share driving Alin stance
revenue and profitability growth. ESOP costs will restrict margin expansion. Impact of “'Y') New Old
Rating ADD ADD

higher employee costs has been offset by better AUM performance in Feb and March Target Price 3,245 3.302
2021. Resultantly, while there is no change in earnings for FY22, our FY23E earnings
have been cut marginally by 2%. Valuations at FY23E P/E of 31.8x leaves limited room Financial Summary

for upside. Retain ADD rating with a 1-year target of Rs3,245 (Rs3,302 earlier) FY22E  FY23E  FY24E
Net Revenue 23,116 27,334 32,358
o YoY Growth 24.8% 18.2% 18.4%
Exhibit 1: Result Table EBIDTA Margin 80.5%  814%  82.7%
PAT 16,286 19,194 22,819
Rs. Mn Q4FY21 Q4FY20 YoY Q3FY21 QoQ YoY Growth 22.8% 17.9% 18.9%
Revenue from operation 5,029 4,761 6% 4,819 4% ROE 32.4% 34.9% 37.8%
As % of QAUM 0.48% 0.52% -3bps 0.49% -1bps EPS 76.5 90.1 107.1
.. P/E 37.5 31.8 26.7
Fees and Commission 16 16 2% 14 17% BV 2472 269.8 296.5
As % of revenues 0.3% 0.3% -1bps 0.3% 3bps P/BV 11.6 10.6 9.7
Employee costs 638 432 48% 569 12% R . .
A in earnings estimates
As % of revenues 12.7% 9.1% 363bps 11.8% 8%9bps Rs FY22e FY23e
Other Expenses 412 597 -31% 378 9% EPS (New) 76.5 90.1
As % of revenues 8.2% 12.5%  -436bps 7.9% 33bps EPS (Old) 76.7 917
Total Expenses 1,066 1,045 2% 961 11% % change 00%  -AT%
Operating Profit 3,963 3,717 7% 3,858 3%
As % of QAUM 0.38% 0.40% -2bps 0.40% -1bps
As % of revenues 78.8% 78.1% 74bps 80.1%  -125bps tRAYESH JAIN
ead Analyst
Other Income 426 (265) -261% 1,131 -62%
. prayesh.jain@ysil.in
Finance Cost 23 22 6% 22 6%
+91 98218 04046
Depreciation 136 134 2% 140 -3%
Profit before Tax 4,230 3,296 28% 4,826 -12% .
URMILA BOHRA, Associate
Tax Expense 1,069 797 34% 1,134 -6% . -
urmila.bohra@ysil.in
Tax Rate 25% 24% 108bps 23% 179%9bps
. AMAR AMBANI, Sr. President, Head of Research
Profit After Tax 3,161 2,498 27% 3,693 -14%
.ambani il.i
As % of QAUM 0.30% 0.27% 3bps 0.38% ~7bps cleanea el
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Exhibit 2: Other Business Parameters

Rs. Mn Q4FY21 Q4FY20 ‘ ()4 Q3FY21 QoQ
AUM Mix

Equity 41.2% 43.1% -190bps 39.6% 160bps
Debt 38.2% 30.7% 750bps 37.3% 90bps
Liquid 18.5% 24.1% -560bps 21.1% -260bps
Others 2.1% 2.1% Obps 2.0% 10bps

CON-CALL HIGHLIGHTS

v

Outlook by Navneet Munoot: Joined on 16t Feb, 2021; very optimistic on the industry
growth, all resources in place for HDFC AMC to outperform, aim to recover market share in
equity and grow market share in debt, SIPs market share to improve significantly, improve
presence in the B30, globally margins have been under pressure and shift to passive has
happened, but India has a huge growth opportunity, In India margins of around 80bps in
equity, 27-32bps in debt, 12-13bps in Money market, passive could drive lower margins

Products: Presence in all core categories but gaps in passive strategy, thematic and sector
funds, international funds. Over a period of time will fill these gaps. Q1 Banking fund to be
launched.

COVID impact: Second wave has impacted business to some extent but preparedness has
been much better in terms of digital presence

Passive strategy: 80%+ of the funds dominated by AUM 2 AMCs, PSU Debt ETF and govt
disinvestment, launching new products in the segment in the near term, size of index funds
is Rs15000crs 30% market share in this, filed for Nifty Next50 fund with regulator

Fintechs: Paytm, ET Money, Groww, have been growing very well. In last 1-year one-third
of the new investors addition have come from fintechs, 29 lakhs SIPs created by them,
helping expand the market

Strategy for fund performance: New FM strategy is different in style and valuations, new
FMs are managing 15% of the assets, those products have started gaining traction

Costs: Employee cost and other costs lower by 8% in FY21 led by reduction in business
development and travel amongst others, large part of it would come back, Employee costs
includes ESOP costs, part of it came in this year, Next fiscal will be highest and decline going
ahead

Essel NCDs: last year took a hit and this year first three quarters saw MTM gains as
underlying value had increased, net net gain of about Rs85crs

Resource addition: Opened 6 new branches and added 60 new employees taking total to
1254 employees
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Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Prayesh Jain, Urmila Bohra

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

YES Securities (India) Limited

Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, One
International Center, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India.

Email: research@ysil.in | Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 |INVESTMENT ADVISER: INAOO0007331| Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat Il AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Vaibhav Purohit,
Email id: compliance@ysil.in, Contact No-+91-22-33479208
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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