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CMP: % 398 Target: T 480 (21%) Target Period: 12 months BUY

July 12, 2021
Retail participation robust; inflows should improve
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About the stock: Nippon Life India AMC is among the largest asset managers in
India with an AUM size of ¥ 3.79 lakh crore. The company has a strong distribution
network with ~80000 distributors.

e Market share as on Q1FY22 was at 7.2% Amount
e Strong presence in B-30 cities that contribute to ~19% of total AUM Market Capitalisation ¥ 24599 crore
Networth (Q4FY21) < 2803 crore
52 week H/L 439/249
Face Value 10
Q1FY22 Results: Steady quarter with marginal uptick in market share DIl Holding (%) 7.46
e QAAUM up 33% YoY, 5% QoQ to T 240400 crore Fil Holding (%) 6.21
e Revenue from operations flat QoQ at ¥ 302 crore; yields down 3 bps QoQ Shareholding pattern

Jun-20  Sep20  Dec-20 Mar-21 June 21

e PAT up 16% YoY, 9% QoQ to % 181 crore, aided by controlled costs Pomoter 759 59 58 6 112

Fl 58 5.1 5.4 59 6.2
i 6.2 6.3 6.6 6.7 15
What should investors do? Nippon Life India AMC share price has grown by over Others 121 127 122 129 121
41% since its listing in November 2017. m
e We upgrade the stock from HOLD to BUY recommendation 500 20000
Target Price and Valuation: We value Nippon AMC at ~38x FY23 EPS to arrive at ggg - 15000
a revised target price of ¥ 480 per share from ¥ 360 earlier. 200 10000
100 % 5000
0 T T T T T T T 0
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Key triggers for future price performance: T T Oz E 2 ‘:‘% s

e Focus on individual business & non MF initiatives to aid AUM expansion

e Strong brand franchise, distribution strength and operational capabilities Recent Event & key risk

. . - . QAAUM saw healthy sequential
e AUM growth to offset competitive pressure & passive products aiding yield growth of 5% QoQ at?é 4 Ial?h —

e Key Risk: Increasing competitive
pressure to keep yields subdued
Alternate Stock Idea: Apart from Nippon Life AMC, in our coverage we like MCX.

« MCX s a leader in commodity derivative exchanges in India with over 96%  iketulalalcl L

market share in commodities future space as on FY21 Kajal Gandhi
kajal.gandhi@icicisecurities.com
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e  BUY with target price of ¥ 2000 Vishal Narnolia

vishal.narnolia@icicisecurities.com

Sameer.Sawant
sameer.sawant@icicisecurities.com

Key Financial Summary

4 year CAGR 2 year CAGR

Z Crore FY18 FY19 FY20 FY21E (:vn-rvzn FY22E FY23E (‘I:Y21-23E)
Net Profit % crore) 456 485.7 M54 679.4 14% 686.3 783.4 %
EPS ) 74 7.9 6.8 1.0 14% 1.1 127 %
P/E (x) 455 50.1 58.6 36.1 3.7 3.3

AUM /share ) 4002 3817.0 3347.4 3708.0 42642 48612

P/AUM (%) 8.5 10.4 1.9 107 9.3 8.2

DPS R) 6.0 6.0 5.0 8.0 8.1 9.2

RoE (%) 195 19.2 14.1 18.7 5.9 15.4

Source: Company, ICICI Direct Research
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Key takeaways of recent quarter & conference call highlights

Q1FY22 Results: Growth remains healthy; yields remain stagnant

e AUM growth of 33% YoY, 5% QoQ was led by 44% YoY and 5.2% QoQ rise
in equity AUM while ETFs also increased 11.7% QoQ

e  Other income declined 35% YoY to ¥ 67 crore, mainly due to higher MTM
in base year

e Yields declined ~3 bps QoQ to 50 bps mainly on account of lower TER due
to increase in fund size, higher flows into passive and short duration debt
funds, which are low yielding

e SIP book declined sequentially from ¥ 660 crore to ¥ 590 crore, owing to
incremental ticket size being lower in newer folios. This is expected to
increase with improvement in fund performance

e Operating expense declined 8% QoQ, 2% YoY, which can be partly
attributed to lower staff movement and related expenses. Also, last year
there were some Esop related cost in employee expenses

e Opex is expected to be under control and should be below topline growth.
In turn, this should provide operating leverage ahead

e The company has a strong presence beyond 30 cities (B-30) with 19% of
AUM coming from this segment compared to industry average of 16.3%

e The company has gained AUM market share on an overall basis by ~13 bps
sequentially to 7.25%

e Number of unique investors for the company has increased from 69 lakh to
75 lakh QoQ while market share in terms of adding unique investors has
increased from 30% to 31% QoQ

Peer comparison
CMP MCap EPSR) P/E (x) P/ABV (x) RoE (%)
R) TPR) Rating (bn) FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E

HDFC AMC (HDFAMC) 2,880 3,150  Hold 614 622 646 737 463 446 391 128 114 100 278 255 257
Nippon AMC (RELNIP) 398 480  Buy 245 111 112 127 359 3%5H 313 79 74 69 187 159 153

Source: Company, ICICI Direct Research

Sector / Company

We remain positive on the strong brand franchise and efficient operational strength
and, thus, upgrade our rating from HOLD to BUY.

ICICI Securities | Retail Research 2
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Exhibit 2: Variance Analysis

< crore Q1FY22 Q1FY21 YoY Q4FY21 Qo0 Comments
Flattish th tially due to fall
Revenue from Operations 302.27 233.12 30% 301.9 on o on revenue growh sequentialy cue fota
in yields
Yields decline due to higher inflows in low
Revenue/AUM 0.50 0.52 -20ps 0.53 -3bps yielding products and reduction in TER
YoY fall in other i due to | MTM
Other Income 66.91 103.06 35% 60.06 119 o) 147 OMerineome cue fo fower
gains
Net Total Income 369.18 336.18 10% 361.96 2%
Staff Cost 69.67 71.54 -3% 65.39 7%
Other Operating Expenses 63.48 64.97 -2% 18.7 -19%
Tight cost control, | busi tivi
Total Expenses 133.15 136.51 2% 144.09 gy | 'dhtcost control, lower on business activity
help contain expenses
PBT 236.03 199.67 18% 2117.87 8%
Tax Outgo 54.65 43.55 25% 51.36 6%
PAT 181.38 156.12 16% 166.51 9%
MF- AAUM 240400 180100 33% 228600 5%  Healthy AAUM growth with market share gains

Source: Company, ICICI Direct Research

Exhibit 3: Change in estimates

R crore) FY22E FY23

Old New Change % Old New Change %
Revenue from Operations 1239.5 1239.4 0% 1380.2 1404.7 2%
PBT 920.5 921.3 0% 1043.7 1051.6 1%
PAT 685.8 686.3 0% 771.6 783.4 1%
EPS ) 1.2 1.1 -1% 12.7 12.7 0%

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3
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Financial Summary

Exhibit 4: Profit & Loss Statement

( crores)

Revenue from Operations
Growth (%)

Other Income

Total Revenue

Employee Benefit Expenses
Depreciation & Amortization Expense
Other Expenses (incl fees)
Total Expenses

Profit Before Tax

Taxes

Profit After Tax

EPS )

FY19
1,478.5
-1.1%
171.3
1,649.8
2935
10.1
646.0
949.6
700.2
214.5
485.7
19

FY20
1,203.1
-18.6%
(9.8)
1,193.3
302.4
32.6
297.9

632.9
560.4
145.0
415.4

6.8

FY21
1,062.1

-11.7%
357.2
1,419.3
2.3
33.3
231.7

542.3
871.0
197.6
679.4

11.0

FY22E
1,239.4
16.7%
220.0
1,459.4
279.8
33.3
225.1

538.2
921.3
234.9
686.3

1.1

FY23E
1,404.7
13.3%
225.0
1,629.7
281.4
33.3
257.4

578.1
1,051.6
268.2
783.4
127

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet

[ crores)

Sources of Funds
Share capital
Reserves and surplus
Total Equity

Trade payables
Others
Total Liabilities + Equity

Applications of Funds
Property, plant and equipment
Intangible assets

Cash and bank balance
Investments

Recieveables

Deferred tax assets (net)
Others

Total Assets

FY19

612.0
1958.0
2570.0

47.4
158.5
2715.8

12.5
243.6
30.0
1290.0
102.6
0.0
1097.2
2715.8

FY20

612.1
1980.9
2593.1

67.7
220.1
2880.8

1.2
314.4
463.3

1884.6
59.3
0.7
147.3
2880.8

Fy21

616.5
2483.8
3100.3

62.9
228.5
3391.7

12.1
290.0
360.6

2550.0
45.9
0.0
133.2
3391.7

FY22E

616.5
2671.9
3288.4

66.0
251.4
3605.8

12.1
290.0
403.9

2669.4
45.9
0.0
184.5
3605.8

FY23E

616.5
2886.6
3503.1

69.3
276.5
3848.9

12.1
290.0
452.3

2844.9
45.9
0.0
203.7
3848.9

Source: Company, ICICI Direct Research

Exhibit 6: Key Ratios

Valuation

No of Equity shares (crore)
EPS

DPS

BVPS

P/E

P/BV

Operating Ratios (%)
Rev/AUM
EBITDA/AUM
PAT/AUM

Return Ratios (%)
RoNW

NAV per equity share

FY19

61.2
1.9
6.0

42.0

50.1
9.5

0.3
0.1
0.1

19.2%
42.0

FY20

61.2
6.8
5.0

42.4

58.6
9.4

0.4
0.2
0.1

14.1%
42.4

FY21

61.7
11.0
8.0
50.3
36.1
1.9

0.3
0.2
0.3

18.7%
50.3

FY22E

61.7
1.1
8.1
53.3
35.7
1.5

0.3
0.3
0.3

15.9%
53.3

FY23E

61.7
12.7
9.2
56.8
31.3
7.0

0.3
0.3
0.3

15.4%
56.8

Source: Company, ICICI Direct Research

ICICI Securities | Retail 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%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a;ﬁmwaru 2012 A;L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Kajal Gandhi, CA, Vishal Narnolia, MBA and Sameer Sawant, MBA Research Analysts Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is
also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of
the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have i banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p  herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.
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