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BUY CMP Rs318

Miss in terms of revenue, PAT supported by
strong other Income

Target Rs 426

v" Revenue - Management Fees was at Rs.2.68bn was lower than our estimates of
Rs. 2.79bn. Management fees declined by 11% yoy and witnessed a growth of 4%
on sequential basis.

v" Yield on Management fees - The Yield on Management fees stood at 0.5% v/s our
estimate of 0.53%. It declined by 9bps on YoY basis and 1bps on sequential basis.

v" Operating Profit - Operating profit came at Rs. 1.47bn which was lower than our
estimates of Rs. 1.53bn mainly on back lower revenue. Despite expenses been
slightly lower than our estimates.

v Profits - PAT stood at Rs. 2.1bn v/s our estimates of Rs. 1.6bn led by strong other
income.

Dividends - Declared interim dividend of Rs. 3 per share

Change in forecasts - EPS for 9MFY21 stands at Rs. 8.4, which is 92% of our
estimate of Rs. 9 for FY21.

v" Valuations - The stock currently trades at FY23E P/E of 23x.

Our view: Given our house view of a significant rally in Indian equity markets in the
near term, we expect AUM growth of the industry to remain strong. On the same
grounds we have raised our MTM gains impact on Equity AUM from 12% to 15% for
the next three years. This shift of product mix towards higher share of equity AUM shall
lead to better profitability as yields on Equity AUM is 2x of the overall yields. Rising
investment book and higher equity MTM gains has translated into a very strong other
income, which was much ahead of our estimates. It has also demonstrated
improvement in cost efficiencies, which were better than our estimates, guarding the
operating margin despite the contraction in yields. Building these factors into our
forecast, we have raised our earnings estimates by around 5-6% and have raised our
multiple to 30x from 29x FY23E EPS leading to our target price increase from Rs364
to R426. Retain our BUY rating.

Concall Takeways
AUM
v" Growth in Equity AUM largely due to MTM gain and increase in Debt AUM largely

due to strong inflows by institutional investors.

v" Gross flow market share - (1) Fixed income: lot of positivity, downfall has stopped,
(2) ETFs - Market share continues to rise (3) Equities - lost a bit of market share
there, expect the trajectory is become positive.

v SIP
o Increase in December to some extent is owing to holiday season in November.

o September to December SIP flows remained flat for NAM. SIP amount -
660crs actually collected for Dec 2020 and Rs. 620crs for Sept

v"Institutional market share - post the brand change family offices and HNI are
coming back. Some are coming back to Fls and some to ETFs, out of top 100
companies 25 companies have resumed business with NAM, gaining market share
with MNCs where relatively lower presence, Japanese companies in India will also
be looked to target.
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Nifty 13,968
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Market cap (Rs/USD mn) 194704 / 2670
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Financial Summary
FY20 Fy21 FY22
AAUM 2,086,199 2,045,879 2,447,666
YoY -12.6% -1.9% 19.6%
Revenue 12,030 10,491 13,372
YoY -18.6% -12.8% 27.5%
EBIDTA 6,085 5,280 7,903
YoY 12.9% -13.2% 49.7%
PAT 4,158 6,569 6,891
YoY -14.6% 58.0% 4.9%
ROE 16.1% 24.4% 23.9%
EPS 6.8 10.7 11.2
P/E 46.9 29.7 28.3
BV 424 45.6 48.4
P/BV 7.5 7.0 6.6
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v' Strategy to garner foreign funds -Nippon Life shall continue to support, wherever Nippon
Life do not have present in India so far, its present treasuries can look to invest in India,
current fund is Rs10,000crore almost 50% contributed by Nippon.

v" Brand remains strong in Institutional and HNIs category. Strong retail fund through
distributors.

v' Steps taken to improve fund performance has yielded some results, 1 new FM in Fixed
Income and Equity each to be added in this quarter.

Yields

v' Equity yields have dropped in this quarter - Likely to see 2-3bps decline with old assets
getting replaced by newer assets, Distribution of new NFOs done at a slightly higher price.

v' Within the debt fund the shift from Long term to Short term funds have impacted vyields.
Trend can change very fast as risk averseness amongst customers is reducing.

Cost
v" Opex has gone down significantly as focus is on improving operating efficiencies.

v" Not opening any new branches and utilizing Digitalization to reach to new cities, will be
calibrated towards expansion

v" Pre-dominantly the expenses are fixed in nature and do not see any significant increase post
normalization of the economy.

v Employee costs - 80-85% of the ESOP costs absorbed. Overall number of employees have
gone down driven by automation, compensation structure has been relooked with
introduction of ESOPs reducing the variable component

v"Incrementally do not see major reduction in opex costs, from now on operating leverage
benefits shall kick in.

Distribution
v" Digital channel contributed to 55% of the AUM.

Other Income
v" Equity investment is purely into own schemes and intent to bring it down systematically.

Others

v" Focus will be on retail and SIPs where profitability is higher

Stable market share of 29% in Unique Investors.

v" New Digital SIP Purchase grew 62% in Q3 FY21 vis-a-vis Q3 FY20
v Added over 150,000 ETF folios in Q3FY21.
v" IPO Proceeds + networth allow for any strategic acquisition in MFs, AlFs PMS along with

Fintech. Nothing on serious discussions right now. Aim is to create value for minority
shareholders.
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Exhibit 1: Result Table

Q3FY21 ‘ Q3FY20 YoY Q2FY21 QoQ Q3FY21E
Revenue from operation 2,685 3,031 -11% 2,587 4% 2,796
As % of QAUM 0.50% 0.59% -9bps 0.52% -1bps 0.53%
Fees and Commission Expenses 101 120 -15% 97 5% 96
As % of revenues 3.78% 3.95% -17bps 3.73% 4bps 3.43%
Employee Benefit Expenses 665 814 -18% 679 -2% 698
As % of revenues 24.8% 26.8% -208bps 26.3% -151bps 25.0%
Other Expenses 449 627 -28% 447 0% 474
As % of revenues 16.7% 20.7% -395bps 17.3% -57bps 17.0%
Total Expense 1,215 1,560 -22% 1,223 -1% 1,268
Operating Profit 1,470 1,471 0% 1,363 8% 1,529
As % of QAUM 0.28% 0.29% -1bps 0.27% Obps 0.29%
As % of revenues 54.7% 48.5% 620bps 52.7% 204bps 54.7%
Other Income 1,304 575 127% 637 105% 719
Finance cost 11 19 -44% 12 -10% 12
Depreciation 78 91 -15% 79 -2% 83
Profit before Tax 2,685 1,936 39% 1,910 41% 2,153
Tax Expense 570 443 29% 457 25% 517
Profit After Tax 2,115 1,493 42% 1,452 46% 1,636
As % of QAUM 0.40% 0.29% 11bps 0.29% 11bps 0.31%
As % of revenues 78.8% 49.3%  2954bps 56.1% 2265bps 58.5%
QAUM 2,130,000 2,044,000 4% 2,000,000 6% 2,130,332
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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.

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.

Tel: +91-22-71123123 | Email: research@ysil.in |
Website: www.yesinvest.in

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.

Sr.

No. Yes/No

Particulars

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) e

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
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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
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

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.

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 1l 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

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



ECURITIES

INSTITUTIONAL EQUITIES

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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