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BUY CMP Rs273 Target 364

Key highlights of Q2 FY21 performance

v QAUM - QAUM de-grew by 1% on YoY basis and grew by 11% on sequential
basis. Even though share of Equity AUM declined by 400 bps on YoY basis, it
improved by 100 bps on sequential basis. Pie of Debt AUM improved by 100bps
both on YoY and sequential basis.

v" Revenue - Management Fees was at Rs.2.6bn was lower than our estimates of Rs.
2.7bn. Management fees declined by 14% yoy and witnessed a growth of 11% on
sequential basis.

v" Yield on Management fees - The Yield on Management fees was 52bps, which was
decline of 8bps YoY, against our estimate of 53bps.

v" Operating Profit - Operating profit came at Rs. 1.36bn which was lower than our
estimates of Rs. 1.45bn on back lower revenue. Expenses came in line with our
estimates.

v' Profits - PAT stood at Rs. 1.45bn v/s our estimates of Rs. 1.24bn led by higher
other income.

Q2 FY21 results in line with estimates, attractively priced at FY23E P/E
of 21.6x, Retain BUY

We remain positive on the stock considering our expectations of 1) strong equity
market performance, 2) NAM gaining market share under the new promoters, 3) costs
control will narrow down the financial performance gap when compared with peers,
and 4) valuations are attractive at 21.6x FY23E earnings. Our estimates for FY21 have
been raised by 10% mainly on the back of higher other income. We maintain our BUY
rating.

Exhibit 1: Financial Summary

Y/e 31 Mar (Rs mn) FY20 FY21E FY22E FY23E
AAUM 2,086,199 1,980,617 2,266,261 2,591,937
YoY Growth -12.6% -5.1% 14.4% 14.4%
Net Revenue 12,030 10,579 12,676 14,871
YoY Growth -18.6% -12.1% 19.8% 17.3%
Operating Profit 6,085 5,146 6,935 8,977
YoY Growth 12.9% -15.4% 34.8% 29.4%
PAT 4,158 5,508 6,139 7,756
YoY Growth -14.6% 32.5% 11.4% 26.3%
ROE 16.1% 20.6% 21.6% 25.8%
EPS 6.8 9.0 10.0 12.7
P/E 40.4 30.5 27.3 21.6
BV 424 451 47.6 50.7
P/BV 6.5 6.1 5.8 54

Source: Company, YES Sec - Research
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MANAGEMENT COMMENTARY

v" Outlook and AUM

o

o

o

Focus on ETF, AIF and other business avenues
Equity -

Performance of few funds has not been good but confident that with the initiatives like
hiring of new fund manager, implementation of suggestions from Nippon Life Japan and
realignment of portfolio shall yield results in coming few quarters.

The Outflow has been constrained now. By then focus on cost rationalization and
building the distribution channel. Once the inflows are back shall benefit in
disproportionate manner.

Flows in the industry - confident of flows coming back with markets almost close to
new highs, trying to build distribution online channels, new NFOs multi asset and IT ETF
has seen strong response

Debt - Expect the move to be back to long term funds
SIP -

Earlier used to report the registered SIP, this time have disclosed the actual cash
received through SIP.

New SIP registered were 3,12,000 during the quarter.

v" POLIF and RPOLIF - Rs. 50,000-60,000 cr will be added in AUM, 10% in Equity AUM and
remaining in Debt AUM.

v' Yields
o Equity and ETFs realization has remained consistent
o Debt realization declined due to shift of debt investment to short term funds from long
term and Credit risk funds.
o Debt realization from 22bps have come to 20.5bps on sequential basis.

v" Distribution

o Added 400 IFAs during the quarter with total base of 77,000

o  Aim to get profitable growth, don’t want to pay higher commissions

o  Getting investors from 380 locations for the multi asset NFO is testimony to strong
presence in B30 towns

v Cost

o 1/3rd of Employee cost is variable. Relative part of PLI shall be covered by ESOP so
dependence on variable employee cost shall reduce. (Currently 15% company covered
by ESOP)

o Lot of measures on expenses have been taken. It may not be the rock bottom and as
business grows employee cost as % shall decline.

o Continue to work towards making the system more efficient so control admin expenses
and improve operating margins.

o ESOP cost is coming down as it was higher in the initial years.

v" Other Income - Other income is a function of Market performance. With market bouncing
back majority of MTM loss booked in March 2020 has been reversed in H1IFY21.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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v' Others
o Added 2,81,000 folios and onboarded 600+ institutions

o 1st Government Joint mandate to manage the investments of POLIF and RPOLIF for
three years post change of ownership

o 48% purchase transaction through Digital mode.

o Continue to evaluate inorganic growth opportunities, acquisition or strategic
partnerships, value accretive is the key, should add to profit or give competitive
advantage, complementary to existing products not just MFs

o Board of directors have been strengthened

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 2: Result Table

Q2FY21 Q2FY20 ‘ YoY Q1FY21 QoQ Q2FY21E
Revenue from operation 2,587 3,002 -14% 2,331 11% 2,676
As % of QAUM 0.52% 0.59% -8bps 0.52% Obps 0.53%
Fees and Commission 97 135 -29% 94 3% 60
As % of revenues 3.73% 4.51% -77bps 4.02% -28bps 2.25%
Employee Benefit 679 856 -21% 715 -5% 718
As % of revenues 26.3% 28.5% -226bps 30.7% -442bps 26.8%
Other Expenses 447 559 -20% 439 2% 447
As % of revenues 17.3% 18.6% -134bps 18.8% -152bps 16.7%
Total Expense 1,223 1,551 -21% 1,248 -2% 1,225
Operating Profit 1,363 1,451 -6% 1,084 26% 1,451
As % of QAUM 0.27% 0.29% -1bps 0.24% 3bps 0.29%
As % of revenues 52.7% 48.3% 437bps 46.5% 622bps 54.2%
Other Income 637 224 185% 1,031 -38% 301
Finance cost 12 16 -28% 13 -7% 13
Depreciation 79 76 4% 105 -25% 110
Profit before Tax 1,910 1,583 21% 1,997 -4% 1,629
Tax Expense 457 216 112% 436 5% 391
Profit After Tax 1,452 1,367 6% 1,561 -7% 1,238
As % of QAUM 0.29% 0.27% 2bps 0.35% -6bps 0.25%
As % of revenues 56.1% 45.5% 1061bps 67.0% -1082bps 46.3%
QAUM 2,000,000 2,026,000 -1% 1,801,000 11% 2,007,959
QAUM Mix
Equity 39% 43% -400bps 38% 100bps
Debt 30% 29% 100bps 29% 100bps
Liquid 17% 14% 300bps 19% -200bps
ETFs 14% 14% Obps 14% Obps
SIP Flows 6,200 7,600 -18% 6,700 -7%
Channel Mix
IFA's 54% 55% -100bps 54% Obps
Banks 20% 25% -500bps 28% -800bps
National Distributor 26% 20% 600bps 18% 800bps
Retail share 26% 26% Obps 24% 200bps
Geographical Spread
T-30 82% 80% 180bps 83% -90bps
B-30 18% 20% -180bps 17% 90bps

Source: Company, YES Sec - Research
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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.
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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

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
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.
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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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