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August 7, 2020 

CMP: | 660  Target: | 765 (16%)                    Target Period: 12 

months months  

Motilal Oswal Financial (MOTOSW) 

 BUY 

 

Robust broking volumes; diversification remains key 

Motilal Oswal (MOSL) reported a mixed Q1FY21 performance wherein 

broking revenue was healthy but asset & wealth management saw pressure. 

The topline stayed flat at | 633 crore (excluding MTM impact) while earnings 

increased 29% YoY to | 167 crore, led by MTM gains on investments. 

Capital market faring well with higher cash volumes 

MOSL is the ninth largest retail broker in India ranked on active client base 

of 4.1 lakh (client base of 15.4 lakh). With average daily turnover (ADTO) of 

| 28500 crore, it enjoys 3% market share as on June 2020. Healthy ADTO 

growth at 51% YoY in Q1FY21 to | 28500 crore, coupled with rise in number 

of active clients to 4.1 lakh led to robust topline at | 343 crore, up 24% YoY. 

Strong surge in cash volumes led cash ADTO to | 3200 crore, up 88.2% YoY. 

Volume growth is expected to continue ahead but new regulatory regime of 

providing upfront margins could impact volumes, though quantum is 

difficult to ascertain. MOSL has provided | 66 crore for negative crude 

settled derivatives on MCX.  Strong operational efficiency supported PAT at 

| 61 crore; up 53% YoY. On the back of a broad-based equity market pick-

up, treasury reported MTM gains on investments worth | 130 crore. 

Retail, equity focus to lead to steady growth in AUM ahead 

Led by upscale in equity markets, AUM recovered to | 35200 crore in 

Q1FY21 vs. | 29700 crore in Q4FY20. Market share of equity AUM stayed 

broadly stable at 1.9%. Higher focus on granularity led retail AUM/total AUM 

at 39%, higher than industry at 19%. SIP flows remained broadly steady at 

| 130 crore. Steady growth in AUM would benefit topline, earnings ahead. 

Steady improvement in margin, business seen in home finance 

Muted disbursement on account of lockdown led to sluggish loan book 

growth at | 3686 crore. Increase in yield coupled with steady decline in cost 

of funds led to improvement in margin at 5.8%. Customers under 

moratorium declined from ~36% in April 2020 to ~26% in June 2020. PCR 

increased to 87% vs 66% QoQ. Adopting cautious stance, ~54% of 

disbursements are to salaried customers. Expect steady growth in earnings 

led by business growth and benefit from shift to new tax regime, however 

Covid pressure not ruled out. 

Valuation & Outlook 

Presence in diversified businesses gives MOFSL an edge. Wealth, AMC 

business are seen curtailing cyclicality of business cycles. However, we 

expect Covid related stress may be seen in housing finance business. 

Broking volumes to stay steady though new regulatory regime related to 

upfront margins may act as a deterrent. Diversified business coupled with 

prudent management are expected to be key drivers for the stock. We 

estimate FY22E PAT at | 523 crore. We value MOSL on SOTP basis, implying 

value of 20.9x FY22E PAT, giving a target price of | 765. Maintain BUY. 

 

 

 

 

Particulars 
 

ess

Amount 

Market Capitalisation | 10069 crore

Networth (FY20) | 3123 crore

52 week H/L 903/426

Face Value | 1

Promoter (%) 69.8

DII Holding (%) 4.9

FII Holding (%) 9.6

Others (%) 15.7
 

Key Highlights 

 Healthy traction in broking 

business led by strong ADTO 

growth 

 Recovery in equity market led to 

MTM gains vs. losses seen in 

Q4FY20 

 Impact of upfront margins to be 

seen 

 Maintain BUY rating with revised 

target price of | 765 

Research Analyst 

Kajal Gandhi 

kajal.gandhi@icicisecurities.com 

 

Vishal Narnolia 

vishal.narnolia@icicisecurities.com 

 

Yash Batra 

yash.batra@icicisecurities.com 

 

 

sseses

F Y18 F Y19 F Y20 F Y21E F Y22E C AG R  (F Y20-22E )

AD TO  (| crore ) 13,700 17,400 23,500 24,500 25,000 3.1%

Marke t S ha re   ca lcula ted (% ) 1.9 1.8 1.6 2.0 1.8 5.7%

Tota l R evenue  (| crore ) 2,935 2,677 2,613 2,558 2,700 1.7%

Net P rofit (| crore ) 622 294 183 504 523 68.9%

E P S  (|) 43 20 13 35 36

B ook V a lue  (|) 201 212 214 237 262

P /E  (x) 17 36 58 21 20

R oE  (% ) 9.6 5.7 10.1 9.9
 

s 

 

Source: Company, ICICI Direct Research 

 

Key Financial Summary 
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Snapshot of company 

Exhibit 1: Consolidated P&L 

Q 1F Y21 Q 1F Y20 Yo Y (% ) Q 4F Y20 Q o Q  (% )

B roking 343.4 277.8 23.6% 338.1 1.6%

Investment B anking 0.4 0.3 43.7% 0.9 -53.5%

Asset Management 103.6 144.3 -28.2% 131.6 -21.3%

Wea lth Management 22.1 22.1 -0.1% 25.5 -13.3%

P riva te  E quity 21.9 24.0 -8.8% 31.3 -30.0%

F und B ased 138.2 33.9 307.7% -342.3 -140.4%

Housing F inance 133.3 152.7 -12.7% 139.8 -4.6%

To tal R even u es 762.9 655.2 16.4% 324.8 134.9%

Tota l revenues a fte r inte rcompany 

adjustment
590.9 612.0 -3.4% 623.6 -5.2%

O pera ting C osts 328.7 299.7 9.7% 346.2 -5.1%

E B ITD A 262.2 312.2 -16.0% 277.4 -5.5%

P B T 142.8 178.8 -20.1% 139.2 2.6%

E xeptiona l Items -66.6 0.0 NA 0.0 NA

R ep o rted  P AT 166.9 129.4 29.0% -253.7 NA
 

Source: Company, ICICI Direct Research 

 

 

Exhibit 2: Diversified revenue mix 

 

Source: Company, ICICI Direct Research 
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Exhibit 3: EBITDA margin, PAT margin trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 4: RoE to improve, going ahead 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 5: Price Chart 

                                

Source: Company, ICICI Direct Research 
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Valuation 

Presence in diversified businesses gives MOFSL an edge. Wealth, AMC 

business are seen curtailing cyclicality of business cycles. However, we 

expect Covid related stress to be seen in housing finance business. Broking 

volumes to stay steady though new regulatory regime related to upfront 

margins may act as a deterrent. Diversified business coupled with prudent 

management are expected to be key drivers for the stock. We estimate 

FY22E PAT at | 523 crore. We value the company on SOTP basis, implying 

value of 20.9x FY22E PAT, providing a target price of | 765. Maintain BUY. 

 

Exhibit 6: SOTP valuation 

B u s in ess  S eg m en t V alu e (| cro re)  |/sh are

AMC 5,234 359

B roking & IB 4,737 325

P E  & othe r business 1,322 91

Home F inance 1,826 125

Holding company discount 15% 15%

V a lue  pe r sha re 11,151.7  765.4        
 

Source: Company, ICICI Direct Research 
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Financial Summary 

Exhibit 7: Profit & Loss                                               (| crore) 

FY19 FY20 FY21E FY22E

Total Revenue 2,677 2,613 2,558 2,700

Operating Cost 1,543 1,327 1,271 1,302

EBITDA 937 1,084 1,082 1,155

Interest Expense 517 486 568 560

PBT 396 244 654 697

Tax 10 6 15 17

PAT 294 183 504 523
 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Balance Sheet                                        (| crore) 

FY19 FY20 FY21E FY22E

Sources of Funds

Equity

Net-worth 3050 3123 3626 4149

Borrowings 5160 4627 5627 5595

Minority Interest 40 30 30 30

Total Liabilities 8250 10111 9253 9745

Application of Funds

Fixed assets 300 273 273 273

Investment 2690 3089 2720 2720

Loans and Advances 4880 4079 5528 5971

Working Capital (net) 360 404 608 657

Deferred tax assets (net) 20 124 124 124

Total Assets 8250 10111 9253 9745
 

Source: Company, ICICI Direct Research 

 

 

Exhibit 9: Key Ratios                                               (| crore) 

F Y19 F Y20 F Y21E F Y22E

No of E q S ha res (C rore ) 14.57 14.57 14.57 14.57

E P S  (|) 20.2 12.6 34.6 35.9

B ook V a lue (|) 212 214 237 262

B V P S  (|) 209 214 237 262

P /E  (x) 36.1 58.0 21.1 20.3

P /B  (x) 3.5 3.4 3.1 2.8

R oE  (% ) 9.6 5.7 10.1 9.9

AD TO  (| crore ) 17400 23500 24500 25000

Marke t S ha re  (% ) 1.8 1.6 2.0 1.8

Yie ld (% ) 0.014 0.014 0.013 0.013
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 10: Growth ratios                                                                    (%) 

F Y19 F Y20 F Y21E F Y22E

Tota l Asse t -20.8 22.6 -17.3 5.8

Tota l Income -8.8 -2.4 -2.1 5.6

AD TO 27.0 35.1 4.3 2.0

E xpences 13.7 -14.0 -4.2 2.5

Net P rofit -0.5 -37.7 174.7 3.9

B ook V a lue 4.0 2.4 10.6 10.4

E P S -52.7 -37.7 174.7 3.9
 

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its stocks 

according to their notional target price vs. current market price and then categorizes them as Buy, Hold, Reduce and 

Sell. The performance horizon is two years unless specified and the notional target price is defined as the analysts' 

valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Strong Buy, 

Buy, Hold and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >10%/15% for large caps/midcaps, respectively; 

Hold: Up to +/-10%; 

Sell: -10% or more; 
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