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BSE Sensex S&P CNX
74,602 22,548
Stock Info

Bloomberg HDFCAMC IN
Equity Shares (m) 214
M.Cap.(INRb)/(USDb) 804.9/9.2
52-Week Range (INR) 4864 / 3416
1, 6, 12 Rel. Per (%) -1/-5/-3
12M Avg Val (INR M) 2080

Financials & Valuations (INR b)

Y/E Mar FY25E FY26E FY27E
AAUM 7,534 8,493 9,883
MF Yield (bps) 46,7 457 447
Rev from Ops 35.3 38.9 44.3
Core PAT 20.6 23.3 26.7
PAT 24.4 27.9 31.7
PAT (bps as AAUM) 32 33 32
Core EPS 96 109 125
EPS 115 131 149
EPS Grw. (%) 26 14 14
BVPS 360 393 430
RoE (%) 33 35 36
Div. Payout (%) 75 75 75
Valuations

Mcap/AUM (%) 10.7 9.5 8.1
P/E (x) 329 288 253
P/BV (x) 10.5 9.6 8.8
Div. Yield (%) 2.3 2.6 3.0

Shareholding Pattern (%)

As On Dec-24 Sep-24 Dec-23
Promoter 52.5 52.5 52.6
DIl 16.9 16.9 19.5
Fll 21.6 21.6 18.0
Others 9.0 9.0 10.0

FIl includes depository receipts

Stock performance (one-year)
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CMP: INR3,765 TP: INR4,800 (+27%) BUY

Large headroom for growth ahead!
We attended an analyst meet hosted by the management team of HDFCAMC,

focusing on macro trends and the company’s initiatives to maintain its top position
and profitability. The following are the key takeaways from the meet:

®  The SIP monthly flow of INR264b is currently being directed to AMCs. This
run rate could slow down if there is an extended weak sentiment in equity
markets. Nevertheless, structurally, given the stark under penetration with
only 53m unique MF investors and the push from fintech players, the
industry’s momentum is expected to sustain over the long term.

m  HDFCAMC's strategy has been focused on growing its SIP book through a
strong fund performance, wide product basket including 100+ schemes
(across active and passive funds), and a strong distribution reach.

m  HDFC Bank continues to demonstrate strong performance, with its
incremental SIP market share higher than the overall flow market share,
which, in turn, is higher than the overall AUM market share.

m Alternates is another area of focus, with dedicated investment teams in
place. Moreover, the new product offering (INR1-5m) is a good proposition
that aligns well with the affluent segment needs.

m  Cost optimization is at the core of HDFCAMC's long-term strategy, making it
best-in-class in terms of margins. Calibrated investments will continue to
expand its presence and enhance the customer experience.

®  We have cut our EPS estimates by 6% each for FY26/27 to factor in the
recent weakness in markets, by lowering our equity AUM growth and
cutting yields on the investment book. We reiterate our BUY rating on the
stock with a TP of INR4,800 (premised on 38x FY27E Core EPS).

Long-term industry growth drivers intact

®  The industry has grown over the years, driven by a strong track record of
AMCs, high transparency ensured by the regulator, robust technology, and
continued investments in training and awareness. However, key risks
include prolonged weakness in the markets and the challenge of
maintaining profitability, as evidenced by 21 AMCs that have been unable
to make operating profits.

B Customer behavior is shifting, with a focus on long-term value creation
rather than quick profits from MF investments. This is reflected in the
increased net inflows during market corrections observed over the past five
years. In addition, the younger generation’s aspiration for long-term wealth
creation is making the customer base more sticky.

B AMFI’s marketing campaign, ‘Mutual Fund Sahi Hai’, has been ramped up to
encourage individuals to stay focused on long-term investments and not be
swayed by weak market sentiments.

B The industry has spent INR14b (~2bp of AUM as of 31 Jan’25) on various
campaigns to raise awareness, enhance investor knowledge on various
aspects of mutual fund investing, and promote long-term investing
behavior. These efforts will be tested if the market continues to remain
weak for a prolonged duration.
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The industry’s SIP book has more than doubled from Jan’22 to Jan’25, growing
consistently and achieving a new peak almost every month. The explosive
growth trajectory has been a positive surprise as well, benefitting AUM with
fresh inflows in the bank each month (INR264b in Jan’25).

While weak market sentiments may lead to a slight decline in SIP flows from the
current levels, they are still expected to remain high compared to historical
trends, making significant contribution to the industry’s AUM.

Management expects the MF industry to be the biggest beneficiary of the tax
slab change introduced in the Union Budget 2025-26.

The threat from new entrants in the industry, particularly large fintechs, is not
significant for experienced players like HDFCAMC, as a strong performance track
record is essential to gain clients’ trust.

Most retail customers are currently investing in fixed-income asset class through
hybrid schemes. Increased efforts are required to raise awareness and drive
growth in fixed-income AUM.

HDFCAMC’s strategic initiatives to help maintain its top position

HDFCAMC's growth is expected to be driven by enhancing its core capabilities —
investment management, risk management, and product management—
complemented by investments in its sales network relationship, service
capabilities, and content.

The company has a diverse product book with 100+ product offerings and only a
few products in the pipeline for launch.

The company’s priority is to drive the growth of the systematic book by
expanding channel presence, marketing passives, and enhancing digital
platforms.

In the fast-growing alternates space, the company has introduced new schemes
and formed a dedicated team for private credit. The new product category
approved by the regulator with minimum ticket size of INR1-5m presents a great
opportunity to cater to the affluent class.

Growth across the industry and the entry of new players have increased
competition in terms of talent. The company’s talent retention strategy is
focused on: 1) compensation at par with industry standards and wealth
creation; 2) providing growth opportunities at all levels (analysts transitioned to
the FM role); and 3) maintaining a good working culture.

HDFCAMC has been one of the most profitable AMCs with a largely consistent
opex trajectory, despite witnessing significant growth in the last few years with
respect to AUM, capabilities, and talent. Its calibrated approach towards
spending has resulted in stable cost structures.

The company may consider an M&A opportunity if the deal is beneficial for its
growth, adds value, and benefits stakeholders.

Maintains healthy relations with all channel partners

Discussions with various MFDs have been largely focused on methods to achieve
business growth moving forward, rather than on ways to address the weak
market performance.

The extensive experience of MFDs across multiple market cycles facilitates the
company’s efforts in this channel compared to others.
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In the HDFC Bank channel, the flow market share is higher than the book market
share, and the new SIP creation market share is higher than the flow market
share. This is due to investments in the salesforce and engagement at various
levels. HDFC Bank’s 100m customer base presents a large growth opportunity
for HDFCAMLC.

Fintechs like Groww and Zerodha have witnessed exponential growth over the
years, from 0.4m SIPs in FY20 to 25-30m SIPs in FY24. Only two players—Groww
and Zerodha—have an AUM of INR1.5t, reflecting the rising financial inclusion
across younger tech-savvy investors.

All channels are witnessing growth, with fintech channel partners growing
through new investors and other channels growing through rising investments
from existing investors.

Valuation and view
m  HDFCAMC has been one of the top-performing players in the industry,

benefitting from an experienced team with a strong track record, best-in-class
cost management, upside from the HDFC channel, and continued investments
to enhance capabilities. The company’s wide expertise in the industry provides it
with an edge over many peers who have recently entered the industry.

We have cut our EPS estimates by 6% each for FY26/27 to account for the
impact of weak market performance on MTM and slower growth of equity
AUM. We reiterate our BUY rating on the stock with a TP of INR4,800 (premised
on 38x FY27E Core EPS).
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Key exhibits

Exhibit 1: AUM expected to maintain consistent growth Exhibit 2: Equity contribution rising in the AUM mix (%)
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Exhibit 3: SIP flows achieving new highs Exhibit 4: Individual ATS witnessing a slight decline in FY25
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Exhibit 5: Yield to maintain a declining trajectory Exhibit 6: Other income to stabilize going forward
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Exhibit 7: PAT trends Exhibit 8: Core PAT trends
PAT (INR b) —=O—bps of AAUM Core PAT (INRb)  =—O=—YoY growth (%)
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Exhibit 9: RoE trends Exhibit 10: One-year forward P/E
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Financials and valuations

Income Statement INR m
Y/E March 2020 2021 2022 2023 2024 2025E 2026E 2027E
Investment management fees 20,033 18,525 21,154 21,668 25,844 35,252 38,888 44,264
Change (%) 4.6 -7.5 14.2 2.4 19.3 36.4 10.3 13.8
Operating Expenses 4,310 3,884 5,154 5,489 6,270 7,197 7,997 8,895
Core Operating Profits 15,722 14,641 15,999 16,179 19,574 28,055 30,891 35,370
Change (%) 26.2 -6.9 9.3 1.1 21.0 43.3 10.1 14.5
Dep/Interest/Provisions 594 644 625 630 614 643 677 711
Core PBT 15,129 13,997 15,375 15,549 18,960 27,412 30,214 34,659
Change (%) 26.8 -7.5 9.8 1.1 21.9 44.6 10.2 14.7
Other Income 1,402 3,492 3,178 3,158 5,790 5,184 6,005 6,567
PBT 16,531 17,490 18,553 18,706 24,750 32,596 36,219 41,226
Change (%) 20.2 5.8 6.1 0.8 32.3 31.7 11.1 13.8
Tax 3,906 4,232 4,622 4,467 5,323 8,149 8,330 9,482
Tax Rate (%) 23.6 24.2 24.9 23.9 21.5 25.0 23.0 23.0
PAT 12,624 13,258 13,931 14,239 19,427 24,447 27,888 31,744
Change (%) 35.7 5.0 5.1 2.2 36.4 25.8 14.1 13.8
Core PAT 11,554 10,610 11,545 11,836 14,882 20,559 23,265 26,687
Change (%) 43.1 -8.2 8.8 2.5 25.7 38.1 13.2 14.7
Dividend 7,183 7,241 8,954 10,244 14,944 18,335 20,916 23,808
Balance Sheet INRm
Y/E March 2020 2021 2022 2023 2024 2025E 2026E 2027E
Equity Share Capital 1,064 1,065 1,066 1,067 1,067 1,067 1,067 1,067
Reserves & Surplus 39,229 46,697 54,235 60,017 69,683 75,794 82,767 90,703
Net Worth 40,293 47,762 55,301 61,084 70,750 76,862 83,834 91,770
Borrowings 0 0 0 0 0 0 0 0
Other Liabilities 2,793 3,185 3,503 4,281 4,788 3,929 4,145 4,396
Total Liabilities 43,086 50,947 58,804 65,365 75,539 80,790 87,979 96,166
Cash and Investments 39,716 47,556 55,783 60,832 71,961 76,649 83,507 91,284
Change (%) 33.9 19.7 17.3 9.1 18.3 6.5 8.9 9.3
Loans 217 0 0 0 0 0 0 0
Net Fixed Assets 1,567 1,532 1,351 1,505 1,526 1,626 1,726 1,826
Current Assets 1,586 1,859 1,670 3,029 2,052 2,515 2,746 3,056
Total Assets 43,086 50,947 58,804 65,365 75,539 80,790 87,979 96,166

E: MOFSL Estimates

Y/E March 2020 2021 2022 2023 2024 2025E 2026E 2027E
AAAUM (INR B) 3,729 3,842 4,337 4,348 5,440 7,534 8,493 9,883
Change (%) 15.5 3.0 12.9 0.2 25.1 38.5 12.7 16.4
Equity (Including Hybrid) 44.6 39.1 44.0 49.8 54.1 60.5 60.1 60.9
Debt 23.6 27.4 26.9 20.0 17.3 14.0 14.0 13.4
Liquid 30.0 30.6 24.7 23.7 18.8 16.5 16.4 15.8
Others 1.7 2.9 4.5 6.5 9.8 9.0 9.6 9.9

E: MOFSL Estimates
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Financials and valuations

Cash Flow Statement

Y/E March 2020 2021 2022 2023 2024 2025E 2026E 2027E
Cashflow from operations 13,908 13,813 14,416 14,189 21,521 23,499 28,258 32,078
PBT 16,531 17,490 18,553 18,706 24,750 32,596 36,219 41,226
Depreciation and amortization 504 554 539 533 523 551 585 619
Tax Paid -3,906 -4,232 -4,622 -4,467 -5,323 -8,149 -8,330 -9,482
Deferred tax -28 321 432 254 148 -1,156 0 0
Interest, dividend income (post-tax) -915 -243 -234 -220 0 -268 -295 -322
Interest expense (post-tax) 69 68 65 74 71 69 70 70
Working capital 1,655 -145 -317 -692 1,351 -144 9 -34
Cash from investments -10,849 -8,204 -7,901 -5,699 -11,329 -5,406 -7,414 -8,423
Capex -1,688 -485 -350 -704 -532 -651 -685 -719
Interest, dividend income (post-tax) 915 243 234 220 0 268 295 322
Others -10,076 -7,962 -7,786 -5,215 -10,797 -5,023 -7,024 -8,025
Cash from financing -3,107 -5,856 -6,457 -8,529 -9,832 -18,404  -20,987 -23,879
Equity 0 0 0 1 0 0 0 0
Debt 0 0 0 0 0 0 0 0
Interest costs -69 -68 -65 -74 -71 -69 -70 -70
Dividends Paid -7,183 -7,241 -8,954 -10,244 -14,944 -18,335 -20,916 -23,808
Others 4,144 1,452 2,562 1,788 5,183 0 0 0
Change of cash -49 -248 57 -39 360 -311 -143 -223
Cash start 320 271 23 81 40 400 89 -54
Cash end 271 23 81 40 400 89 -54 -277
FCFF 12,220 13,328 14,065 13,485 20,988 22,848 27,573 31,359
Valuations 2020 2021 2022 2023 2024 2025E 2026E 2027E
BVPS (INR) 189 224 259 286 331 360 393 430
Change (%) 31.2 18.5 15.8 10.5 15.8 8.6 9.1 9.5
Price-BV (x) 19.9 16.8 14.5 13.2 11.4 10.5 9.6 8.8
EPS (INR) 59.1 62.1 65.3 66.7 91.0 114.5 130.6 148.7
Change (%) 35.7 5.0 5.1 2.2 36.4 25.8 14.1 13.8
Price-Earnings (x) 63.7 60.6 57.7 56.4 41.4 32.9 28.8 25.3
Core EPS (INR) 54.1 49.7 54.1 55.4 69.7 96.3 109.0 125.0
Change (%) 431 -8.2 8.8 2.5 25.7 38.1 13.2 14.7
Core Price-Earnings (x) 69.6 75.8 69.6 67.9 54.0 39.1 34.5 30.1
DPS (INR) 28.0 34.0 42.0 48.0 70.0 85.9 98.0 111.5
Dividend Yield (%) 0.7 0.9 1.1 1.3 1.9 2.3 2.6 3.0

E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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NOTES
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)
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SELL <-10%
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