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Strong performance aided by favourable tailwind...

About the stock: HDFC AMC is among the largest and profitable mutual funds with
an QAAUM of ~X7.68 lakh crore as on September 2024. Market share as on Q2FY25
was at 11.5%

e  Market share as on Q2FY25 was at 11.5%
e Strong distribution network with 255 branches and over 90,000 empanelled
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Q2FY25 performance: HDFC AMC reported a robust performance amid rising Market Capitalisation :71’8(:516360.00
equities and steady market share. AUM grew 9% QoQ to X 7.7 lakh crore, driven by ﬁUtM h 26799 2:2:2
growth in equity AUM (10% QoQ). SIP share remains robust at ~15% with AUM at 5;\/\‘::; HL 4864/2691
3680 crore in Sep’24. Revenue from operation increased 38% YoY (14% QoQ) to X Face value 25

887 crore, led by growth in AUM and revival in yield (~2 bps QoQ on closing AUM)
at ~46 bps. Operating expense was kept under tight control with 12% YoY growth,
however, higher tax outgo (one-off owing to change in capital gain tax and
withdrawal of indexation benefit) resulted in 32% YoY growth in earnings at X 577

Shareholding pattern
Dec-23 Mar-24  Jun-24  Sep-24
Promoters 526 526 525 525

Fll 18.0 20.0 206 216

-4% .PBT t f AUM h ived at ~45 bps, up ~2 bps.
crore (-4% QoQ) as percentage o as revived a pS, up ps oIl 195 184 177 .
Investment Rationale Public 100 9.1 92 9.0
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e Steady market share amid robust flows to aid revenue growth: Post Price Chart

gaining market share in the previous quarters, HDFC AMC has kept the

same steady at ~11.5% with focus on equity AUM driven by sustained (55888 | 22222
performance, robust SIP flows (market share at ~15%) and accretion in 4000 4
unique customer base (market share at ~24%). Focus on distribution in tier o | 18000
2 & 3 cities, MTM gains, continued SIP inflow and emphasis on business 2000 4 12000
from HDFC Bank (contribution of ~6% to AUM) is expected to aid AUM 1000 4 6000
growth with further increase in share of equity AUM. 0 I P

e Higher equity proportion, rationalization of commission & superior ﬂl &' Q m. m. §I
operational performance support profitability: Increase in proportion of <EE' g <g(’ E— f';" ?

equity AUM (+60 bps QoQ) and rationalization of selective rationalisation
of commission structure offset impact of telescopic pricing, thus aiding
improvement in yields. Effective from 1 Aug 2024, passing of impact of TER
towards distribution channel is seen to slowdown the pace of fall in yields.
Continued robust operational efficiency is expected to enable sustained
growth in earnings. Expect PAT to increase at ~18% CAGR in FY25-27E.

HDFC AMC (LHS)

—_— Nifti Index

(i) Regulatory decline in TER

(ii) Heightened volatility in equities
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Rating and Target Price

e Improving equity mix, higher market share in robust SIP flows & superior
efficiency is seen to aid profitability. Realignment of distribution structure
is seen to limit pressure on yields. The stock remains a play on structural
growth in Indian asset management industry with superior operational
strength.

e Though the stock has witnessed an uptick in recent past, considering
relatively higher business growth without any balance sheet risk, we
remain positive on the stock. Thus, we revise our target price upwards to
5500 (from earlier X4700), valuing the stock at ~37x FY27E EPS. Upgrade
the stock from Hold to Buy.

Key Financial Summary

3 year 3 year CAGR
X crore FY22 FY23 FY24 FY25E FY26E FY27E

CAGR (FY24-27E)
Revenue from operation (X crore) 2115 2167 2584 12% 3411 3945 4514 32%
PBT (X crore) 1855 1871 2478 12% 3198 3661 4157 30%
Net Profit (X crore) 1393 1424 1946 13% 2399 2801 3180 28%
EPS (R) 66.4 66.8 91.1 1124 131.2 149.0
P/E (x) 70.9 70.5 51.7 419 35.9 316
AUM /share (R) 19444 20502 28335 37664 43570 50446
P/AUM (%) 242 23.0 16.6 125 10.8 9.3
RoE (%) 252 235 295 335 35.9 37.2

Source: Company, ICICI Direct Research
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Concall highlights and outlook

As of Sep 2024, market share in AUM stood steady at 11.5%. 71.4% of
company’s total monthly average AUM is contributed by individual investors
compared to 62% for the industry

As of Sep 2024, ratio of equity and non-equity oriented QAAUM stood at
65:35, compared to industry ratio of 57:43

Strong growth in SIP accounts, with over 10 million active accounts as of
September 2024. Market share from systematic transactions exceeds overall
book market share.

Positive net flows witnessed in debt funds after a period of decline, with an
increase in long-duration products as well as short-term liquidity solutions.
HDFC AMC has launched a Category Il fund of funds with 1,200 crore
commitments. Further, plan to introduce more products, including private
credit in upcoming quarters are underway.

Equity yield for Q2FY25 was at ~58bps, debt ~28bps and liquid at ~12— 13bps
Erosion of ~18-19 bps in weighted average TER, on the back of increase in size
of funds, was been absorbed by HDFC AMC to maintain partnerships.
Rationalization to commissions has been undertaken from August 2024
which is expected to aid stability to yields.

CSR, KYC and continued investment in technology and compliance led to
increase in opex. Employee expense includes non-cash charge of 5.8 crore
related to amortised cost of outstanding employee stock options.

In Q2FY25, HDFC AMC witnessed a one-off increase in deferred tax liability to
the tune of X 69.75 crore, on the back of change in capital gains tax rate and
withdrawal of indexation benefits. Tax adjustment on investment till June
2024 has been recognized and MTM gains will reflect new capital gains tax
rates moving forward.

Management sees opportunity in regulatory announcement in lieu of
introduction of new asset class with more flexibility suitable for high-risk
reward investors. Expect well laid out principles and regulations, currently
await final set of regulations and TER structure.

Exhibit 1: Variance Analysis

Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%)
Revenue from
. 887.2 643.1 38.0 775.2 14.4
operation
Revenue/AUM 0.46% 0.49% -3 bps 0.44% 2 bps
Other Income 170.6 122.2 39.6 173.1 -1.4
Net Total Income 1,057.8 765.3 38.2 948.3 115
Staff cost 95.7 92.9 3.0 100.8 -5.1
Other Operating
103.5 83.2 24.3 95.1 8.8
Expenses
Total Expense 199.1 176.1 13.1 195.9 1.7
PBT 858.7 589.2 45.7 7525 14.1
Tax Outgo 281.8 151.6 85.9 148.5 89.8
PAT 576.9 437.6 31.8 604.0 -4.5
Total AUM 7,68,600 5,222,900 47.0 7,05,600 89
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Comments
Strong AUM growth with broadly steady market

share
Rise in equity mix led to revival in yields

Healthy growth in revenue coupled with control

on opex
Change in capital gain tax & withdrawal of

indexation benefit led to higher tax outgo
Robust core PBT impacted by higher tax outgo

Market share maintained at 11.5%
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Financial Summary

& crore) FY23  FY24  FY25E  FY26E  FY27E FY23 FY24  FY25E  FY26E  FY27E
Revenue from Operations 21668 25844 34105 39454 45143 Valuation
Growth (%) 24 193%  320%  157%  144%  Noof Equity shares (crore) 213 213 213 213 213
T e Jws e s s s O
otal hevenue : A 3 . ,JIU. 4. 3 .
Employee Benefit Expenses 3127 3535 4074 4576 5132 DPS 480 700 863 1008 1144
Depreciation & Amortization Expense 833 53 549 56 605 BYPS 2842 3093 3354 3658 4004
Other Expenses (incl fees) 2327 2670 3301 392 4133 PE 705 517 419 359 316
Total Expenses 612.1 6843 7924 884.4 987.0 PIBV 16,6 152 140 129 118
Profit Before Tax 18705 24782 31981 36610 41573  Operating Ratios (%)
Taxes 4467 5323 7995 8603 9770  Rev/AUM 0.49 043 042 0.42 0.42
Profit After Tax 1438 19458 23986 28007 31803  EBITDA/AUM 035 031 033 033 033
EPSR) 668 911 1124 1312 1490  PAT/AUM 032 032 030 0.30 0.29
Source: Company, ICICI Direct Research Return Ratios (%)
RoNW 235%  295%  335%  359%  37.2%
RoCE 20%  274%  309%  328%  338%

Source: Company, ICICI Direct Research

(% crore) FY23 FY24  FY25E FY26E FY27E
Sources of Funds

Share capital 106.6 106.6 106.6 106.6 106.6
Reserves and surplus 59473 64959 70525 77023 84403
Total Shareholders funds 60539 66025 71591 78089 85469
Total Non-Current Liabilities 1710 2222 2889 3756 4883
Total Current Liabilities 2451 2745 307.4 3443 3856
Total 64699 70992 77554 85288 94207

Applications of Funds

Property, plant and equipment 1320 1425 1539 166.2 1795
Intangible assets 119 109 99 89 79
Intangible asset under development 05 05 05 05 05
Investments 59974 65811 73007 81409 90950
Long term loans and advances 302 302 302 302 302
Total Current Assets and Others 298.1 3340 260.2 1821 107.7
Total Assets 64699 70992 77554 85288 94207

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3



j” Result Update | HDFC ASSET MANAGEMENT CO LTD (HDFAMC) ICICI Direct Research

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%
ﬂlClCl direct.com| N0
Invonncnu,o,::aulhngunp' BROKER
ICICI Securities Ltd. |@ 755 akmins
N Analyst Award 2012
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Vishal Narnolia, 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 — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

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 investment 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 such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

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
actual/beneficial ownership of one percent or more or other material conflict of interest 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.
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