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Jio Financial Services Ltd. Earnings volatility persists; Approvals still awaited
CMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector

INR 337* INR 350 3.9% 21,41,057 HOLD NBFC

Result Highlights QiFY25:

» Net Interest Income (NII) for Q1FY25 stood at INR 1,617 Mn, a decline of 15.6% YoY/ 42.4% QoQ on account of lower interest income.

» Pre-Provision Operating Profit (PPOP) was INR 3,388 Mn, a decline of 6.0% YoY but grew by 6.9% QoQ, led by lower operating
expenses.

» The cost-to-income ratio stood at 18.9% as against 24.2% in Q4FY24 (vs. 10.8% in Q1FY24).

» Profit after Tax (PAT) for Q1FY25 was INR 3,126 Mn, reporting a de-growth of 5.8% YoY. However, the net profit remained flat on a
sequential basis.

» We have maintained our rating at “HOLD” as we await approvals being accorded to JIOFIN for the licenses applied.

MARKET DATA KEY FINANCIALS
Shares outs (Mn) 6,353 Particulars (INR Mn) FY21 FY22 FY23 FY24 QiFY25
Net worth (INR Mn) 1,394,603 Net Interest Income 1,846 1,481 383 9,275 1,617
Mkt Cap (INR Mn) 21,41,057 Pre-Provisioning Operating Profit 1,181 1,771 393 15,294 | 3,388
52 WK H/L (INR) 395/203 Net Profit 1,231 1,680 313 16,046 | 3,126
Volume Avg (3m K) 21,044 Adjusted EPS (INR) 0.19 0.26 0.05 2.53 0.49
Face Value (INR) 10 Book Value per share 3,981.3 | 4,310.9 | 179.6 219.0 219.5
Bloomberg Code JIOFIN : IN Source: Company, KRChoksey Research; Adjusted EPS for FY21-23 on the back of the equity share allotted post demerger.
Lower operating expense led to marginal increase in profits:
SHARE PRICE PERFORMANCE » The total income for the quarter of INR 4,178 Mn was similar to Q4FY24, which is
170.0 represented by interest income on interest bearing investments.
» On the Treasury Income, high yielding fixed deposits matured in this quarter and the
150.0 proceeds of which were re-invested in money market liquid mutual fund investments.
There was a reduction in treasury income and a corresponding increase in net gain on
130.0 fair value changes, resulting in treasury income of INR 3,800 Mn as compared to INR
3,880 Mn in Q4FY24. The reduction of INR 80 Mn Q1FY25 and Q4FY24 was broadly due
110.0 to fall in yields in the treasury book and the overall increase in the average Treasury

book size.

» Total expense for Q1FY25 was INR 790 Mn, a decrease of 22.0% QoQ, attributable to
higher expenses incurred in Q4FY24, which were done on account of setting up new
businesses.

Update on businesses:

» The Company has successfully secured the final approval from the RBI to transition Jio

50.0 Financial Services from an NBFC to a Core Investment Company (CIC).

90.0

70.0

r:lm K‘ &* r}l‘- &‘“ %l* » Jio Finance Ltd (JFL) has introduced a new lending service that allows customers to use
& & & B T 3 hei I fund llateral for | his service has und ive b
g 2 a 2 2 3 their mutual funds as collateral for loans. This service has undergone extensive beta
testing and is now accessible through the JFS app for consumer convenience.
» JFLis making significant headway with home loans, currently in a sandbox phase and set
——— JIOFIN Sensex . .
for consumer launch after successful completion of its beta phase.
» Jio Payments Bank has received approval from RBI to expand its network by about
MARKET INFO 16,000 Business Correspondent outlets. This roll out will be undertaken in a phased
manner by leveraging the vast distribution network of its ecosystem.
SENSEX 81,343 » JIOFIN has worked towards obtaining necessary regulatory approvals from the
insurance regulator IRDAI to sell insurance policies online.
NIFTY 24,801 . . . A
» The Asset Management Company, in partnership with BlackRock, has made significant
strides. JIOFIN’s process with the regulator for the necessary approvals is well
underway.
SHARE HOLDING PATTERN (%)
Particulars Jun-24 Mar-23 Dec-23
Promoters 4741 4741 4741 N A N A
Flls 17.6 19.5 19.8
Dlls 1.8 12.6 1341
Oth 8 Revenue CAGR between FY24 PAT CAGR between FY24 and
ers . . .
235 20 20:0 and FY26E FY26E
Total 100.0 100.0 100.0
*Based on Previous closing
KRChoksey Research
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Jio Financial Services Ltd.

Concall Highlights:

» JIOFIN will continue to expand its product suite in the coming quarters with a few more launches across all its business
verticals, the bank, NBFC and the insurance solutions.

» The non-banking financial entity has strategically positioned itself to capitalize on opportunities in the lending market.

» JIOFIN’s focus remains on expanding secured lending products, such as Loan Against Securities (LAS) and Loan Against
Property (LAP). In all the areas, the NBFC will leverage the vast ecosystem in which JIOFIN operates at an arm’s length
basis and within risk and regulatory guardrails.

» Jio Leasing Services Ltd (JLSL) has kickstarted the operating lease business with AirFiber devices. For Jio Leasing Services,
this gives access to potentially a large customer base at low acquisition and collection costs, while at the same time,
mitigating risks given that asset ownership is with the leasing Company.

» JLSL has a 50:50 JV with Reliance Strategic Business Ventures Ltd in the GIFT city and this entity is called Reliance
International Leasing IFSC Limited. This entity was formed with an intent to undertake leasing in the IFSC, the
International Financial Services Centre, in GIFT city. This GIFT city JV has already initiated the operations of ship leasing in
QiFY25.

» Jio Payment Bank Ltd has been working towards expanding its physical distribution reach through a network of business
correspondents. To this effect, the Jio Payments Bank has received approval from RBI to expand its footprint by about
16,000 Business Correspondent outlets.

» Jio Insurance Broking’s first offering on the app is in the category of auto insurance. In the coming months, it will be able
to expand this offering across both the dimensions i.e., increase the number of insurance companies and the number of
products to offer a full range of policies.

» During the quarter, green shoots were observed in each of JIOFIN’s businesses - setting the stage for business growth.

» The AMC business has identified top talent and is focused on integrating advanced technology platform solutions to
deliver superior asset management services.

» Jio Bharat phone facilitates peer-to-peer merchant onboarding for MSMEs and unorganized retail, empowering the small
businesses across the country with seamless payment solutions.

» JIO Payment Solutions Ltd has piloted tailored Point of Sale solutions, such as PIN POS for home delivery service
merchants, ensuring secure payment processing

Valuation and view:

Jio Financial Services experienced muted results in Q1FY25, with a decrease in interest income due to the maturity of high-
yielding FDs, a decrease in treasury income, and a prompt investment of the matured funds in liquid instruments. Meanwhile,
the PAT growth remained stable due to lower operating expenses. The operating expenses for the quarter decreased QoQ on
the high base in Q4FY24 on account of higher investment to set up new businesses. Looking ahead, the management is fully
committed to expanding its range of secured lending products, with a strategic focus on the launch of new products. JIOFIN
is poised for substantial traction across all business segments, leveraging the robust backing of its parent company and its
extensive customer base. The NBFC anticipates maintaining strong capital adequacy, providing vital support for its growth
endeavors, and acting as a crucial buffer for any unforeseen circumstances. Nevertheless, we anticipate that earnings will
continue to fluctuate until JIOFIN obtains all approvals and progresses into the ramp-up phase. We value the NBFC based on
its June 2024 book value of INR 219.5 per share. Applying a P/BV multiple of 2.0x, we further discount the value by 20% for
the Holdco to arrive at a revised Target Price of INR 350 per share (earlier INR 395). Given the 3.9% upside over CMP, we
maintain our “HOLD” rating on the shares of Jio Financial Services Ltd.

RESEARCH ANALYST Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Unnati Jadhav, researchs@krchoksey.com, +91-22-6696 5420 is also available on Bloomberg KRCS<GO> ’
Thomson Reuters, Factset and Capital IQ
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Jio Financial Services Ltd.

Business Structure:

f |

Jio Financial Services Ltd (JFSL)

JFSLs a publicly isted entity (IC') and acts s the holding company for the group

100%
Jio Finance Limited
W ! ith Blackrock
NBFC Regulated by RBI LUl
v Jio Leasing Services Limited " L Proposed I for e @
s) RILL Management Company
il N with Rlance Srtegi L :ﬂrzgssedeforWealth
o Busiess entures Lirited gementard roking
Jio Insurance Broking Limited 855
-
Inslrance Broking entity regulated by IRDAI (Pe)
1ok Payments Bank Regulated i
Jio Payment Solutions Limited Ao B

)
Payment Aggregator Regulated by RBI

o
* RLL- Refance Intemational Lezsing FSC Limited

Reliance Industrial [nvestment
v PT=Petroleum Trust

H0|dmg5 Limited(RHHL] L * RSHL-Relince Services and Holdings Limfted
Investment holding company s
* Received approval forCIC on 111 July 2004 legenc: (D Gostog Business N e Business Share

Source: Company Presentation
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Jio Financial Services Ltd.

KEY FINANCIALS

Exhibit 1: Profit & Loss Statement

Interest Income 2,952 1,481 383 9,377 1,617
Finance Cost 1,106 o] o] 103 o]
Net Interest Income (NII) 1,846 1,481 383 9,275 1,617
Dividend Income 0 0 3 2,169 0
Fees and commission income 0 1,517 382
Net gain on fair value changes 0 5 30 5,476 2,179
Other income 156 357 32 8 0
Total Operating Income 2,002 1,843 448 18,444 4,178
Total Operating Expenses 822 71 56 3,150 790
Pre-Provisioning Operating Profit (PPOP) 1,181 1,771 393 15,294 3,388
Impairment of financial instruments 0 3 -101 21 3
Profit.Before tax & share of profit of 1,181 1,769 493 15,274 3,385
Associates and Joint venture
Share of profit of Associates and Joint Venture 0 o} 0 4,285 619
Tax Expenses -50 88 181 3,513 878
Profit After Tax 1,231 1,680 313 16,046 3,126
Reported Basic & Diluted Earnings Per Share
(EPS) 238.1 325.1 60.5 2.5 0.5
Calculated EPS (INR) 0.19 0.26 0.05 2.53 0.49
Source: Company, KRChoksey Research
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Jio Financial Services Ltd.

Exhibit 2: Balance Sheet
INR Mn FY21 FY22 FY23 FY24
Cash and Cash equivalents 4 5 632 672
Bank Balances other than cash and cash equivalents 0 0 59,807 108,926
Loans 19,51 20,010 411 1,733
Investments 575 1,809 1,081,409 1,332,922
Other financial assets 0 0 3,690 1,318
Total financial assets 20,090 21,824 1,145,950 1,445,570
Current tax assets 348 404 839 852
Deferred tax assets 39 53 0 2
Property, plant and equipment 0 396 313
Intangible assets 0 179 1,438
Other non-financial assets 125 0 1,932 455
Total non-financial assets 513 457 3,346 3,060
Total Assets 20,602 22,281 1,149,296 1,448,630
Liabilities
Payables 0 0 164 163
Borrowings 0 o] 7,428 o]
Other financial liabilities 1 1 176 964
Total financial liabilities 1 1 7,767 1,127
Deferred tax liability 0 0 66 55,576
Provisions (o] 0 8 296
Other non-financial liabilities 2 0 251 154
Total non-financial liabilities 2 0 325 56,026
Total Liabilities 2 1 8,092 57,153
Equity share capital 20 20 20 63,533
Share capital pending allotment 0 63,533 0
Instruments entirely equity in nature 3 3 3 0
Other equity 20,577 22,257 1,077,647 1,327,944
Total Equity 20,600 22,280 1,141,203 1,391,477
Total Liabilities and equity 20,602 22,281 1,149,296 1,448,630

Source: Company, KRChoksey Research
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Jio Financial Services Ltd.

Jio Financial Services Ltd Rating Legend (Expected over a 12-month period)

CMP (INR) TP (INR) Recommendation ourRat Upside
Buy More than 15%
19-Jul-24 337 350 HOLD
Accumulate 5% —15%
24-Apr-24 382 395 HOLD
Hold 0-5%
16-Jan-24 249 290 BUY et 5%-0
03-Jan-24 235 290 BUY Sell Less than — 5%

ANALYST CERTIFICATION:

1, Unnati Jadhav (MMS, Finance ), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the subject issuer(s) or securities.
| 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.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a registered entity with SEBI for
Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number INH000001295. Itis also registered as a Depository Participant with CDSL, CDSL Registration No IN-DP-425-2019.

KRChoksey Shares & Securities Pvt Ltd. and DRChoksey Finserv Private Ltd. (Demerged entity from KRChoksey Shares & Securities Limited) are regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on
the business of Research Analysts including preparing and distribution of Research Reports. This research report is prepared and distributed by DRChoksey Finserv Private Ltd in the capacity of a Research Analyst as per Regulation 22(1)
of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INH000011246. It may be further notified that KRCSSPL carries on the activity of preparation as well as distribution of reports in the capacity of a Research
Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INH000001295.

The information and opinions in this report 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 KRCSSPL. While we would endeavour to update the information herein on a
reasonable basis, KRCSSPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a
particular security has been suspended temporarily and such suspension follows applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, in reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities. KRCSSPL prohibits its associate, analysts,
persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of publication
of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

It is confirmed that, I, Unnati Jadhav Research Analyst of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not
based on any specific brokerage service transactions.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report other than investment banking or merchant banking or brokerage services from the subject company

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL 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 KRCSSPL nor Research Analysts his associate or his relative, have
any material conflict of interest at the time of publication of this report.

Itis confirmed that, Unnati Jadhav, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

KRCSSPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.

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 KRCSSPL 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 them of and to observe such restriction.
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