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Company Background

HDFC Asset Management Co. Ltd. (HDFCAMC) operates as a joint venture between HDFC and
Standard Life Investments Ltd. HDFCAMC has been the most profitable asset management
company in India in terms of net profits since FY13, according to CRISIL. HDFCAMC had a total
AUM of 22.91trn as of 315t March, 2018. HDFCAMC has been the largest asset management
company in India in terms of equity AUM since FY11 and has consistently been among the top
two asset management companies in India in terms of total average AUM since August 2008.
HDFCAMC's proportion of equity oriented AUM to total AUM was at 51% as of 31s March,
2018 which was higher than the indusiry average of 43%. As equity-oriented schemes
generally have a higher fee structure compared to non-equity-oriented schemes, HDFCAMC’s
product mix helps it achieve higher profitability. HDFCAMC’s market share of total AUM was
13.7% as of 31t March, 2018.

Obijects Of The Issue

The objects of the offer are to achieve the benefit of listing the Equity Shares on the Stock
Exchanges and to carry out the sale of offered shares by the Promoter Selling Shareholders.

Investment Rationale

Nifty 10,957
Sensex 36,351

Issue Details

Offer Price Band 1095 -1100
Face Value 5

Shares Offered (in mn) 25.4

HDFC AMC Employee 0.32
Reservation Portion (in mn)

HDFC Employee

Reservcfizn zorﬁon (in mn) G

HDFC Shareholders

Reservation Portion (in mn) 2

Net Issue (in mn) 22.17

Issue Size (in Bn) 27.8-28.0
Type Offer for Sale
Listing (Stock Exchange) NSE, BSE
Offer Open Date 25 July 2018
Offer Close Date 27 July 2018
QIB Allocation (of Net) 50.0%

NIB Allocation (of Net) 15.0%

Retail Allocation (of Net) 35.0%

Pre Issue Equity Shares (mn) 211.98

Post Issue Equity Shares 211.98

(mn)

Bid Lot 13

Scrip Estimates

Market Cap (ZBn) 232.1 — 233.2
PAT - FY18 (Bn) 7.21

AUM — 31t Mar, ‘18 X Bn) 2919.85
P/E(x) 32.2-323
Market Cap/AUM (%) 7.9 -8.0
Shareholding Pattern Pre - Post
(%) Offer Offer
Promoter & Promoter 94.95% 82.96%
Group

Public & Others 5.05% 17.04%

» Consistent market leadership in mutual fund industry — HDFCAMC has been the
largest asset management company in India in terms of equity oriented AUM since
QA4FY11 and has consistently been among the top two asset management companies in
India in terms of total average AUM since August 2008, according to CRISIL. As of 31+
March, 2018, HDFCAMC had the highest share of individual customers of 15.7% and
the second largest market share by MAAUM of 12.7% from B-15 cities in Indiq,
according to CRISIL. HDFCAMC has also been the most profitable asset management
company in India in terms of net profit since FY13.

» Strong investment investment

philosophy:

performance supported by comprehensive

0 Equity-oriented schemes — HDFCAMC's investment philosophy for equity investments is
based on the belief over time stock prices reflect their intrinsic values. HDFCAMC are
medium to long term investors and the investments are driven by fundamental
research with a medium to long term view. The research effort focuses on the
qualitative and quantitative assessment of medium to long term fundamentals of the
companies. As a result, HDFCAMC has been able to deliver strong and consistent

Investors should read the risk factors and more
detailed information in the Prospectus and the
application form before investing in the issue.

performance for equity-oriented schemes. The six equity-oriented schemes set forth
below accounted for 79% of the total equity oriented AUM.

The following table shows the performance:

(Jmn)
Financials FY16 FY17 FY18 fond CAGR since Benchmark e
Op. Revenue 14,425 14,800 17,598 un inception CAGR )
Growth 41.1% 2.6%  18.9% HDFC Prudence Fund 18.68% 10.29% 365.95
Op- P'°:" : 6565 6919 9550 HDFC Balanced Fund 16.49% 13.25% 204.01
. Profi 45, 46. 4,

S/:’T rofit (%) . 757 z - ;;Z 752]2 HDFC Equity Fund 19.18% 11.7% 203.84
! ! ! HDFC Mid-Cap Opportunities Fund 17.25% 12.95% 193.42

PAT (%) 33.1 37.2 41.0
HDFC Top-200 Fund 20.24% 13.96% 143.45

ROE (%) 42.1 42.8 40.3
HDFC Equity Savings Fund 9.59% 5.74% 73.95

Source: RHP, Way2Wealth Inst. Equity

The following table provides a snapshot of the equity-oriented schemes taken together
for a period of 15 years:

Chintan Gupta

Equity oriented AUM Alpha 1 year 2year 3years 5S5years 10years 15 years

Tel: +9122-66638972

AUM weighted Alpha (CAGR)
chintangupta@way2wealth.com

-2.74% 2.92% 2.67% 4.96% 5.57% 4.01%

Data as of 31+ March, 2018.
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O Debt schemes — The investment philosophy for fixed income investments is based on
the obijective of delivering optimal risk adjusted returns across its schemes, with a
particular focus on safety, liquidity and returns. The fixed income schemes invest in
securities including corporate bonds, municipal bonds, mortgage backed securities,
asset backed securities, real estate investment trusts, infrastructure investment trusts
and money market instruments. The asset allocation depends on the outlook, spread
and yields for the relevant securities.

» Consistent profitable growth — HDFCAMC has been the most profitable Asset
Management Co. in India in terms of net profit since FY13. HDFCAMC had a total AUM
of ¥2919.85bn as of 31 March, 2018, of which the equity-oriented AUM and non-
equity-oriented AUM constituted ¥1497.13bn and I1422.73bn respectively. The AUM
has grown at a CAGR of 33.9% since FY2001 and profits have grown at a CAGR of
32.1% since FY02, which was the first full year of operations. HDFCAMC has been the
most profitable AMC in India in terms of net profits and total revenue since FY13 and
has the highest share of net profits and total revenue of 18.8% and 13.5%, among all
AMC’s in India in FY17.

» Trusted brand and strong parentage — HDFCAMC has a strong brand which customers
trust, as evidenced by strong leadership in the Indian mutual fund industry. HDFCAMC
benefits from brand reputation of its promoters, HDFC and Standard Life Investments.
HDFCAMC benefits from HDFC’s brand name as it gives a unique advantage of being
a trusted provider of financial services, and SLI provides access to international best
practices, for operations and risk management.

» Experienced management and investment teams — HDFCAMC is led by a
management feam with extensive experience in asset management, banking and
finance sector with a proven track record of performance. The senior management team
has been with HDFCAMC for an average of 13 years and has a total average work
experience of 26 years. The Managing Director, Milind Barve has been with HDFCAMC
since inception and with HDFC group for over 34 years. The Chief Investment Officer,
Prashant Jain joined HDFCAMC in 2003 when HDFCAMC acquired Zurich India Asset
Management Co. where he had been since 1993.

Risk

» Underperformance of investment products could lead to decline in AUM and adversely
affect revenues, reputation and brand.

» Failure to continue with existing distributor relationships or to secure new distributor
relationships may have a material adverse impact on its competitiveness, financial
condition and result of operations.

» If HDFCAMC's techniques for managing risk are ineffective, it may be exposed to
material unanticipated losses.

» Regulations capping the fee structure of AMC’s in the future could affect the financial
performance of HDFCAMC.

Peer Comparison

Share of Equit AUM CAGR (9 Revenue CAGR Profit CAGR
CMP M.Cap Rbn)  AUM Rbn) . )y g%)y (FY14-1 s)( © (%)(FY14-18) (%)(FY14-18)
Reliance AMC 218.45 133.69 2261 36.0 21.6 24.4 14.5
HDFC AMC 1095-1100 233.2 2917 51.3 26.6 19.7 19.2
Div. Payout Ratio Revenue (FY18 Net Profit (FY18 M. Cap/AUM (FY18
o EERNA LR Ry o) Im/(%) T e e
Reliance AMC 68.72 25.1 15860 5220 5.9 25.6 5.96
HDFC AMC 45.71 40.3 17598 7216 8.0 32.3 10.8

2IPage

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200002739. 3
No. 14, Frontline Granduer, Walton Road, Bangalore-560001; Website: www.way2wealth.com Email: research@way2wealth.com \ WAYQWEALTH
- - A COFFEE DAY COMPANY
Way2wealthResearch is also available on Bloomberg WTWL<GO>


https://www.way2wealth.com/
https://www.way2wealth.com/

\ "WAY2WEALTH

A COFFEE DAY COMPANY

Research Desk -QE:

HDFC Asset Management Company Ltd
IPO Note

24t July, 2018

Valuation And Investment Argument

HDFCAMC has grown its AUM at a CAGR of ~26% from FY14 to FY18 and
Revenue/EBITDA/PAT at 20%/19%/19% during the same period. With Net Financial
savings as a percentage of household savings on the rise (42% in 2017 as against 31% in
2012) coupled with increasing preference towards Shares and Debentures in gross financial
savings basket (10% in FY17 as against ~2% in 2012), we believe HDFCAMC is well
poised to capture the increasing trend of financialization of savings and Mutual Funds being
a preferred vehicle within gross financial savings. Further, with higher mix of equities in the
AUM compared to Mutual Fund industry, dominant no. 2 player in terms of AUM, no. 1 in
terms of profitability, high operating leverage and strong parentage we believe HDFCAMC
is well poised to grow its profits multi-fold in the coming years.

At a price band of ¥1095-1100, the asking valuation for HDFCAMC is 8.0% of AUM at
the upper end. Reliance AMC currently trades at 5.9% of AUM. We believe the premium
valuations of HDFCAMC are justified on account of higher share of equities (higher
yielding products) in the AUM, higher historical AUM and profit CAGR, higher ROE and
strong parentage. We recommend investors to SUBSCRIBE to the issue.
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Income Statement

Management Fees

YoY (%)

Employee benefit expenses
Administrative and other expenses

Operating Expenses

Op. Profit
Op. Profit (%)
YoY (%)

Depreciation and Amortization expenses
Other Income

PBT

(-) Tax

Tax/ PBT

PAT

YoY (%)

PAT (%)

Balance Sheet

Share capital
Reserves

Net Worth

Long-term provisions
Non-current liabilities
Total Liabilities

Fixed Assets

Non-current Investments
Deferred Tax Assets

Long term loans and advances
Non-current Assets

Current Investments
Trade Receivables

Cash and Bank Balances
Short Term Loans and advances
Other current assets
Current assets

Trade payables

Other current liabilities
Short term provisions
Current liabilities

Net current assets

Total Assets

FY16

14,425
41.1%

1,432
6,318
7,750

6,675
46.3%
13.0%

11
518
7,082
2,304
32.5%
4,779
15.0%
33.1%

FY16

252
11,261
11,513

150

150
11,663

323
1,599
139
974
3,034

8,259
386
10
1,721
817
11,193
1,720
845

2,565
8,628
11,663

FY17

14,800
2.6%

1,576
6,186
7,762

7,038
47 .6%
5.4%

120
1,079
7,997
2,496

31.2%
5,502
15.1%

37.2%

FY17

252
13,978
14,230

8
8
14,238

336
1,688
94
690
2,808

10,679
851
13
1,628
19
13,188
961
797

1
1,758
11,430
14,238

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200002739.
No. 14, Frontline Granduer, Walton Road, Bangalore-560001; Website: www.way2wealth.com Email: research@way2wealth.com
Way2wealthResearch is also available on Bloomberg WTWL<GO>

(¥ mn)
FY18

17,598
18.9%

1,749
6,183
7,932

9,666
54.9%
37.3%

114
1,075
10,627
3,409
32.1%
7,216
31.2%
41.0%

(¥ mn)
FY18

1,053
20,547
21,600

8
8
21,608

388
6,395
97
617
7,497

13,110
903

21
2,055
121
16,209
1,116
982

1
2,099
14,110
21,608

\ WAY2WEALTH

A COFFEE DAY COMPANY


https://www.way2wealth.com/
https://www.way2wealth.com/

HDFC Asset Management Company Ltd
IPO Note

24t July, 2018

\ "WAY2WEALTH

A COFFEE DAY COMPANY

Research Desk -Q:D:

Team

Analyst

Designation

Sector

Email

Telephone

Alok Ranjan

Shivani V. Vishwanathan
Chintan Gupta

Ashwini Sonawane
Tausif Shaikh

Head — Research
AVP

Research Associate
Research Associate

Research Associate

FMCG, Consumer Durables
Auto & Auto Ancillary
FMCG, Consumer Durables

Pharma

alokranjan@way 2wealth.com
shivani.mehra@way2wealth.com
chintangupta@way2wealth.com
ashwinisonawane @way2wealth.com

tausifshaikh@way2wealth.com

+9122-6663 8950
+9122-6663 8956
+9122-6663 8972
+9122-4019 2956
+9122-6146 2974

Institutions

Designation

Email

Telephone

Kaushal Jaini
Mitul Doshi

Neelam Vivek Nagvekar

Vice President
Institutional Sales

Institutional Sales Trader

kaushaljaini@way2wealth.com
mitul.doshi@way 2wealth.com

neelamnagvekar@way2wealth.com

+9122-4027 8919
+9122-2575 8932
+9122-2575 8931
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Disclaimer

Analyst Certification: I, Chintan Gupta, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part
of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in
this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall
revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Chintan Gupta, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from
other business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers.This material does not take into
account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be
treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement in HDFC Asset Management Company Ltd. as on July 24, 2018

Name of the Security HDFC Asset Management Company Ltd.
Name of the analyst Chintan Gupta
Analysts’ ownership of any stock related to the information | NIL
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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