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Early vintage assets to now remain largely sticky
Result Highlights

v" Revenue: Revenue from operations at Rs 3,380mn was down -0.2% QoQ but up by
11.9% YoY, lagging the growth of QAAUM at 1%/24% QoQ/YoY

v" Share of Equity in AUM: Share of Equity in AUM (including Hybrid funds) at 42%
was down -100bps QoQ but up 100 bps YoY (calculated on rounded off figures)

v' Share of B-30 in AUM: Share of B-30 in AUM at 17.2% was down -30bps/-70bps
QoQ/YoY

v Channel mix: In overall AUM, the share of direct channel was 56%. Share of MFDs,
Banks and NDs within distributed assets was 59%, 21% and 20%, respectively

v" Operating profit margin: Operating profit margin for the quarter, at 61.5%, was
down -115 bps QoQ but was up 658 bps YoY

Our view - Early vintage assets to now remain largely sticky

The sharp decline in yield in the month of March was a transient phenomenon related
to compliance aspects: These expenses have been resurrected back in the first week of
April itself. There has been dip in management fees but not in TER realization. On an
overall basis, revenue realization stands at 49 bps vs 52 bps a year ago. Structurally,
management averred that most of the “old” assets that had to flow out have done so.

Management expects improvement in equity market share and outflows from longer-
term fixed income funds: Market share in equity AUM is expected to move up with alag
effect. On the fixed income side, the company expects flows to come in at the shorter
end of the yield curve. There would be outflows from the longer end of the yield curve.

We maintain ‘BUY’ rating on NAM with an unchanged price target of Rs 450: We value
NAM at 29.0x FY23 P/E for an FY21-24E EPS CAGR of 20.1%.

(See Comprehensive con call takeaways on page 2 for significant incremental colour.)

Exhibit 1: Result table

Rs mn Q4FY22  Q4FY21 YoY  Q3FY22 QoQ
Revenue from operation 3,380 3,019 11.9% 3,385 -0.2%
As % of QAUM” 0.5% 0.5% -5bps 0.5% -1bps
Fees and Commission Expenses 160 141 13.4% 118 35.4%
As % of revenue 4.7% 4.7% 6bps 3.5% 124bps
Employee Benefit Expenses 745 654 14.0% 729 2.3%
As % of revenue 22.1% 21.7% 40bps 21.5% 52bps
Other Expenses 396 566 -30.1% 417 -5.1%
As % of revenue 11.7% 18.7% -704bps 12.3% -61bps
Total Expense 1,301 1,360 -4.4% 1,264 2.9%
Operating Profit 2,079 1,659 25.4% 2,122 -2.0%
As % of QAUM” 0.3% 0.3% Obps 0.3% -1bps
As % of revenue 61.5% 54.9% 658bps 62.7% -115bps
Other Income 345 601 -42.6% 304 13.4%
Finance cost 11 10 16.8% 7 70.8%
Depreciation 69 71 -3.0% 66 5.2%
Profit before Tax 2,344 2,179 7.6% 2,354 -0.4%
Tax Expense 595 514 15.9% 615 -3.2%
Profit After Tax 1,748 1,665 5.0% 1,739 0.6%
As % of QAUM” 0.2% 0.3% -4bps 0.2% Obps
As % of revenue 51.7% 55.2% -342bps 51.4% 38bps

Source: Company, YES Sec-Research, *Annualised

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Market cap (Rs/USD mn) 204407 / 2669
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Ain stance
(1-Yr) New old
Rating BUY BUY
Target Price 450 450
Financial Summary
Rs mn FY22 FY23E FY24E
Net Revenue 13,066 16,086 19,144
YoY Growth 23.0% 23.1% 19.0%
EBIDTA Margin 60.5% 67.3% 71.2%
PAT 7,434 9,657 11,897
YoY Growth 9.4% 29.9% 23.2%
ROE 22.6% 26.9% 31.0%
EPS (Rs) 120 15.5 19.1
P/E (x) 27.5 21.1 17.2
BV (Rs) 55.9 59.8 63.6
P/BV (x) 5.9 5.5 52
A in earnings estimates
Rs. FY22E FY23E FY24E
EPS (New) NA 155 194
EPS (Old) NA 15.5 19.1
% change NA 0.1% 0.2%
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COMPREHENSIVE CON-CALL TAKEAWAYS

AUM aspects

v

Overall business

e Total average AUM grew 24% YoY to Rs 2833bn.
e Total average AUM market share stood at 7.38%.

Retail business

e  Share of retail AUM in total AUM was 28%.
e 70% of individual assets had a vintage of more than 12 months.

Equity fund business

e Share of equity AUM was 42% of total AUM.
e  Market share in equity AUM is expected to move up with a lag effect.

Debt fund business

e  The company expects yields to continue to harden.
e The company expects flows to come in at the shorter end of the yield curve.
e  There would be outflows from the longer end of the yield curve.

B-30 business

e  Share of B-30 AUM in total AUM was 17.2%.
e  Share of B-30 would improve as new investors added would top up investment.

ETF business

e ETF AUM was Rs 558bn with a market share of 14%.
e  Market share of ETF folios was 58%.
e  Market share of ETF volumes was 68%.

Non-MF business

e  Total Non-MF AUM was Rs 682bn.
e  Offshore AUM was Rs 114bn.

Channel mix

v" Share of direct channel was 56%, the remaining being distributed assets.
v' Mix of distributed assets
o Mutual fund distributors contributed 59%.
o National distributors contributed 20%.
o Bankingdistributors contributed 21%.
Yield aspects
v" Share decline in yield in March
e There has been a change in the last week of March, which has more to do with
Compliance.
e These expenses have been resurrected back in the first week of April itself.
e  There has been dip in management fees but not in TER realization.
e Onanoverall basis, revenue realization stands at 49 bps vs 52 bps a year ago.
v" Reasons for general yield decline

e There has been general pressure on yields due to mix change, size issues, competitive
pressure and old AUM being replaced with new.

(Con call takeaways continue on the next page)

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

e  Share of old and new assets would be roughly 50:50.
e  Most of the old assets that had to flow out have flowed out and, going forward, old
assets should remain largely sticky.

v PAT to Revenue

e  PAT to Revenue would be maintained at 50%.
e  Operating leverage would take care of decline in yield.

Dividend policy
v" Onthe standalone company, dividend payout is 96% of profit for FY22.

v" The company intends to continue with a similar approach of paying high dividend.

Operating expenses
v ESOP cost

e  Most of the ESOP cost has been account for.

e Thelast set of ESOPs granted was in 2019.

e There would be some vesting happening over the next 4 years but its impact would be
lesser.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 2: Other Business Parameters

Rs mn Q4FY22 Q4FY21 YoY Q3FY22 QoQ

QAAUM 2,832,610 2,286,000 24% 2,806,015 1%

Retail share 28% 28% -13bps 28% Obps

SIP Flows 21,300 17,000 25% 20,100 6%

QAAUM Mix

Equity 1,189,696 937,260 27% 1,206,586 -1%

Debt 736,479 708,660 4% 757,624 -3%

Liquid 339,913 274,320 24% 336,722 1%

ETFs 566,522 365,760 55% 505,083 12%

QAAUM Mix (% proportion)

Equity 42% 41% 100bps 43% -100bps

Debt 26% 31% -500bps 27% -100bps

Liquid 12% 12% Obps 12% Obps

ETFs 20% 16% 400bps 18% 200bps

Channel Mix (% proportion)

Direct 56% 54% 200bps 55% 100bps

Distributed Assets 44% 46% -200bps 45% -100bps
MFDs 59% 57% 200bps 58% 100bps
Banks 21% 22% -100bps 22% -100bps
National Distributors 20% 21% -100bps 20% Obps

Geographical Spread

T-30 83% 82% 70bps 83% 30bps

B-30 17% 18% -70bps 18% -30bps

Source: Company, YES Sec - Research
Exhibit 3: Quarterly Actuals Vs Estimates

Q4FY22 (Rs. mn) Actuals Estimates Diff, %

Revenue 3,380 3,502 (3.5)

Operating profit 2,079 2,195 (5.3)

Profit after tax 1,748 1,872 (6.6)

Source: Company, YES Sec - Research

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

Exhibit 4: Balance Sheet

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Share Capital 6,121 6,165 6,220 6,220 6,220
Total Reserves 19,809 24,844 28,566 30,982 33,363
Shareholder's Funds 25,931 31,009 34,786 37,202 39,583
Long Term Provisions 393 234 154 154 154
Other Non Current Liabilities 422 856 1,240 532 618
Total Non - Current Liabilities 815 1,090 1,394 687 772
Trade Payables 677 629 560 689 820
Other Current Liabilities 1,386 1,195 1,226 1,423 1,651
Total Current Liabilities 2,063 1,824 1,785 2,112 2,471
Total Liabilities and Equity 28,808 33,922 37,965 40,001 42,826
Net Block 3,236 3,008 2,960 3,160 3,360
Capital Work in Progress 20 13 1 0 0
Non Current Investments 18,846 25,500 29,417 31,592 33,734
Long Term Loans & Advances 998 774 838 974 1,129
Other Non Current Assets 192 352 376 437 507
Total Non-Current Assets 23,292 29,646 33,593 36,163 38,731
Sundry Debtors 593 459 754 929 1,105
Cash and Bank 4,633 3,606 3,384 2,638 2,674
Other Current Assets 282 204 231 268 311
Short Term Loans and Advances 9 7 4 4 4
Total Current Assets 5,517 4276 4,373 3,838 4,095
Total Assets 28,808 33,922 37,965 40,001 42,826
Source: Company, YES Sec - Research
Exhibit 5: Profit and Loss Statement
Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
Investment Management Fees 11,636 10,199 13,103 15,413 18,403
Portfolio Management Fees 394 423 623 673 741
Operating Income 12,030 10,621 13,726 16,086 19,144
Fees and Commission 705 432 513 435 432
Employee Expense 3,024 2,713 2,903 3,077 3,262
Other Expenses 2,217 1,901 1,743 1,749 1,823
Total Expenses 5,945 5,046 5,159 5,261 5,518
Operating Profit 6,085 5,575 8,566 10,825 13,626
Other Income (98) 3,572 2,290 2,236 2,402
Depreciation 333 333 272 316 336
Finance Cost 57 44 38 38 38
Profit before Tax 5,598 8,770 10,546 12,707 15,653
Tax 1,441 1,976 2,453 3,050 3,757
Net Profit 4,158 6,794 7,434 9,657 11,897

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 6: Cash flow statement

Y/e 31 Mar (Rs mn) FY20 FY21 FY22 FY23E FY24E
PBT 5,598 8,770 10,546 12,707 15,653
Depreciation 333 333 272 316 336
Change in working cap 5,609 313 (142) (789) (2)
Tax paid 1,441 1,976 2,453 3,050 3,757
Others (868) 3,172 3,131 8 8
Cash flow from operations 9,231 10,612 11,354 9,192 12,239
Capex (1,021) (97) (213) (516) (536)
Change in investments (5,946) (6,654) (3,918) (2,175) (2,143)
Others 0 0 0 0 0
Cash flow from investments (6,966) (6,751) (4,130) (2,690) (2,679)
Free cash flow 2,265 3,861 7,224 6,502 9,560
Equity raised/(repaid) 1 44 55 0 0
Debt raised/(repaid) 0 0 0 0 0
Dividend (incl tax) 3,061 4,932 6,842 7,249 9,524
Others 0 0 0 0 0
Cash flow from financing (3,059) (4,888) (6,787) (7,249) (9,524)
Net change in cash (794) (1,027) 437 (746) 36
Source: Company, YES Sec - Research
Exhibit 7: Change in annual estimates
Revised Estimate Earlier Estimate % Revision

Y/e 31 Mar (Rs mn)
FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue NA 16,086 19,144 13,788 16,563 19,590 NA (2.9) (2.3)
Operating Profit NA 10,825 13,626 8,394 10,895 13,642 NA (0.6) (0.1)
Profit After Tax NA 9,657 11,897 7,674 9,564 11,761 NA 1.0 1.1

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 8: Ratios

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth ratios (%)

AAUM -12.6% -1.5% 30.2% 16.2% 16.0%
Management Fees -19.6% -12.3% 28.5% 17.6% 19.4%
PMS & Advisory Fees 22.3% 7.3% 47.3% 8.1% 10.1%
Staff Cost 3.0% -10.3% 7.0% 6.0% 6.0%
Total Operating Expenses -36.7% -15.1% 2.2% 2.0% 4.9%
Profit Before Tax -20.1% 56.7% 12.7% 28.5% 23.2%
Net profit -14.6% 63.4% 9.4% 29.9% 23.2%
As a % of Avg AUM

Investment Management Fees 0.56% 0.50% 0.49% 0.50% 0.51%
Staff Cost 0.14% 0.13% 0.11% 0.10% 0.09%
Other Expenses 0.11% 0.09% 0.07% 0.06% 0.05%
PBT 0.27% 0.43% 0.37% 0.41% 0.43%
Net profit 0.20% 0.20% 0.33% 0.28% 0.31%

Operating Ratios

Operating Profit Margin 50.6% 52.5% 60.5% 67.3% 71.2%
PBT Margin 46.5% 82.6% 75.7% 79.0% 81.8%
PAT Margin 34.6% 64.0% 56.9% 60.0% 62.1%
ROE 16.1% 23.9% 22.6% 26.9% 31.0%
Dividend Payout Ratio 73.7% 72.5% 91.9% 75.0% 80.0%
Per share

EPS 6.8 110 120 155 19.1
Book Value 424 50.3 55.9 59.8 63.6

Valuation Ratios

P/E 48.4 29.8 27.5 211 17.2
P/BV 7.8 6.5 5.9 5.5 52
Mcap to AUM 9.8% 9.9% 7.6% 6.6% 5.7%
Dividend Yield 1.5% 2.4% 3.3% 3.5% 4.7%

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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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 thisreport. 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 (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is not
a member of the Securities Investor Protection Corporation ("SIPC"). Brasil
Plural Securities LLC is registered as a broker-dealer under the Exchange Act
and is a member of SIPC. For questions or additional information, please
contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1212 388 5600.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Shivaji Thapliyal, Siddharth Rajpurohit

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

No. Yes/No

Research Analyst or his/her relative’s or YSL's financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL’s
actual/beneficial ownership of 1% or more securities of the
subject company(ies) at the end of the month immediately
preceding the date of publication of the Research Report
Research Analyst or his/her relative or YSL has any other
material conflict of interest at the time of publication of the No
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

YSL has received any compensation for investment banking

or merchant banking or brokerage services from the subject No
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

YSL has received any compensation or other benefits from

the subject company or third party in connection with the No

research report
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9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market
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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.
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