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Rs 2439HDFC Asset Management Company

Quality franchise and strong brand

HDFC Asset Management Company (HDFC AMC) is the largest asset management
company in India in terms of equity-oriented AUM since the last quarter of FY2011
and consistently remains among the top two asset management companies in India
in terms of total average AUM since August 2008. It is the most profitable asset
management company in India in terms of net profits since FY2013.

The company was incorporated on 10 December 1999 and was approved to act as an
Asset Management Company for HDFC Mutual Fund by SEBI on 3 July 2000. It is a
joint venture between Housing Development Finance Corporation (HDFC) and Standard
Life Investments (SLI)

HDFC AMC has a diversified asset class mix across Equity and Fixed Income/Others.
The company offers a large suite of savings and investment products across asset
classes, which provide income and wealth creation opportunities to its customers.
HDFC AMC also provide portfolio management and segregated account services,
including discretionary, non-discretionary and advisory services, to high net worth
individuals (HNIs), family offices, domestic corporates, trusts, provident funds and
domestic and global institutions. It also has a countrywide network of branches
along with a diversified distribution network comprising Banks, Independent Financial
Advisors and National Distributors.

The company is the forefront of leveraging technology in the Indian asset management
sector, with a focus on digitization to transform sales, customer on-boarding and
internal processes. The focus on technology has enriched customers’ experience
and has enhanced the productivity of employees and distributors. It offers products
and services through online portal, HDFC MFOnline and mobile applications, both of
which have become increasingly relevant to business in recent years with 14%
contribution to overall transaction in FY2020.

Strong brand and parentage

HDFC AMC has a strong brand that customers trust, as evidenced by consistent
leadership position in the Indian mutual fund industry. The company has a strong
brand recall among Indian customers, and benefit from the brand reputation of
promoters, HDFC (52.72% shareholding end March 2020) and SLI (26.89%). The
strong parentage and trusted brand enhances appeal and provides confidence to
customers of the company. Among the promoters of the company, HDFC group is a
recognized financial conglomerate in India, with presence in housing finance, banking,

Sensex: 30,673 Nifty: 9,039

Volume No. XII   Issue No. 03 May 23, 2020

FINANCIALS SUMMARY

SALES OPM OP OTHER PBDT DEP. PBT EO PBT TAX PAT EPS

(%) INC. BEFORE EO AFTER EO (Rs)*

1803 (12) 1756.77 54.30 954.59 113.00 1067.59 9.36 1058.23 0.00 1058.23 346.94 711.29 33.5

1903 (12) 1915.18 63.00 1205.95 221.60 1427.55 12.85 1414.70 40.00 1374.70 444.10 930.60 45.0

2003 (12) 2003.25 78.50 1572.24 260.58 1832.82 50.37 1782.45 129.40 1653.05 390.64 1262.41 64.0

2103 (12P) 1917.93 78.00 1496.43 271.19 1767.62 52.89 1714.74 0.00 1714.74 437.26 1277.48 60.0

2203 (12P) 2109.73 79.00 1667.58 292.89 1960.46 55.53 1904.93 0.00 1904.93 485.76 1419.17 66.7

*EPS is annualized on latest equity of Rs 106.40 crore, face value of Rs 5 each. (P): Projections. EO: Extraordinary items. EPS is calculated after excluding EO and relevant tax.
Figures in Rs crore. Source: Capitaline Databases
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life and non-life insurance, asset management, real estate funds and education
finance. SLI is an indirect subsidiary of Standard Life Aberdeen plc, one of
the world’s largest investment companies.

Diversified distribution network, direct business to continue to improve

The company offers customers access to its products and services through
an extensive multi-channel sales and distribution network comprising banks,
national distributors and IFAs. Customers also access their products and
services directly through their branches and online channels.

Over 70,000 empanelled distribution partners across IFAs, National
Distributors and Banks, serviced through a total of 221 branches of which
145 are in B-30 locations. The contribution of B-30 locations to total monthly
average AUM is 13.6%. The company is the second largest player in the B-30
markets with the market share of 11.9%. The company has added 11 new
branches in FY2020.

The direct business contribution to total AUM basis has gone up substantially
to 47.8% in FY20 from 38.3% in FY2019 and 34% in FY2018. The banks
channel share has declined to 10.7% from 14.2%. The higher share of direct
business continues to improve, which would support profitability.

Strong digital presence

The company has built a strong digital presence built over the years
supported by an integrated online platform. It has dedicated separate digital
platforms for digital partners as well as customers. The number of electronic
transactions has increased at the CAGR of 36% from FY2015 to FY2020
compared with the CAGR of 15% for overall transactions. The share of
electronic transactions in total transactions has increased from 30.1% in
FY2015 to 67.2% in FY2019 and 69.3% in FY2020. About 14% of overall
transactions during FY2020 were processed through HDFC MF online and
mobile application. The company is fully operational during the lockdown
period. The company processed 0.650 million transactions in February
2020, while it processed higher 1.03 million transactions in March 2020
despite lockdown. The strong digital presence is key for customer service
and supporting business growth in current situation.

Higher share of individual and equity AUM to support profitability

The company has consistently maintained the top position in the industry
in terms of total revenue, driven by higher share in equity assets.
Commensurate with the trend in revenue, the AMC also consistently
maintained the top position in terms of profitability. The ratio of equity
oriented AUM and non-equity oriented AUM is 38:62 compared to the
industry ratio of 37:63. The equity fund schemes contributes 73-75% to
overall revenue of the company, so recovery in the equity market would
support the revenues of the company. The company is cautiously optimistic
about recovery of the equity market.

QAAUM in actively managed equity oriented funds i.e. equity oriented QAAUM
excluding index funds stood at Rs 157400 crore as on March 31, 2020 with
a market share of 15.2%. The company is the largest actively managed
equity-oriented mutual fund manager in the country.
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The company is most preferred choice of individual investors, with a market
share of 15.0% of the individual monthly average AUM as of March 2020.
As of 31 March 2020, 57% of the company’s total monthly average AUM is
contributed by individual investors compared to 52% for the industry.

Total Live Accounts stood at 9.4 million as on 31 March 2020. Unique
customers as identified by PAN or PEKRN now stands at 5.6 million as on 31
March 2020 compared to 20.8 million for the industry.

The assets under management of the company declined 7% to Rs 319100
crore end March 2020 over March 2019 due to fall in equity markets. However,
Quarterly average AUM increased 8% to Rs 369800 crore end March 2020
compared to Rs 342300 end March 2019. The market share stood at 13.7%
in QAAUM of the mutual fund industry making it one of the largest mutual
fund manager.

As per the SEBI regulations, total expense ratio (TER) is charged on the
basis of size of the AUM and TER rises with decline in AUM. Thus, with the
dip in equity AUM, TER charged on some funds has increased marginally,
which would slightly support margins of the company.

As per the company, the investors are moving away money from credit risk
funds to other debt and liquid schemes in the current crisis situation. The
company has the largest liquid scheme in the industry, and could benefit if
the shift towards liquid funds continues. The liquid funds contribute 6-7%
to overall revenue.

Continues to witness healthy SIP flows

The sustainability of the AUM growth is driven by the inflow from systematic
transactions (SIPs and STPs). The company has processed 3.29 million
Systematic transactions with a value of Rs 1130 crore processed during the
month of March 2020. Also, 81% of the company’s SIP book has a tenure of
over 5-years, and 69.0% has a tenure of over 10-years. SIP flows, which
come from retail investors and HNIs, tend to be largely directed towards
equity MFs. The current monthly flow rate of systematic transactions can
support equity AUM growth of the company. SIP flows for the AMC industry
have sustained despite the recent weakness in equity MF net inflows in
FY20. The SIP book for the industry now stands at Rs 8600 crore in terms of
monthly inflows.

Consistent improvement in operating profit margin

The company has consistently improved its operating profit margin that is
operating profit to AUM ratio from 34 bps in FY2018 to 37 bps in FY2019
and further higher to 41 bps in FY2020. The ratio of operating expenses to
AUM has also declined from 23 bps in FY2018 to 22 bps in FY2019 and
further down to 13 bps in FY2020.

Healthy performance in FY2020 even after one off items and COVID 19
hit on AUM

HDFC Asset Management Company has reported 36% jump in the net profit
to Rs 1262.41 crore in the year ended March 2020 (FY2020). The net profit
before non-recurring one off items surged 41% to Rs 1352.6 crore in FY2020
as compared to Rs 961.3 crore in FY2019. The company has provided for
MTM losses of Rs 120.4 crore on NCDs of Essel group in FY2020.
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The operating profit of the company galloped 26% to Rs 1572.24 crore. The
company has improved revenues by 5% at Rs 2003.25 crore, while other
income surged 43% to Rs 260.58 crore in FY2020.

The employee expenses rose at moderate pace of 4% to Rs 214.71 crore,
while fees and commission expenses dipped 91% to Rs 20.89 crore. The
other expense also dipped 22% to Rs 204.41 crore.

The depreciation jumped to Rs 50.37 crore in FY2020 from Rs 12.85 crore in
FY2019. The profit before EO jumped 26% to Rs 172.45 crore. The profit
after EO of Rs 120.4 crore on MTM losses and Rs 9 crore of one off expense,
increased 20% to Rs 1653.05 crore. The effective tax was lower at 23.92% in
FY2020 from 32.34% in FY2019. The net profit jumped 36% to Rs 1262.41
crore in FY2020.

HDFC Asset Management Company has posted 10% decline in the net profit
to Rs 249.83 crore in the quarter ended March 2020 (Q4FY2020). However,
the net profit before non-recurring items has increased 13% to Rs 321.3
crore in Q4FY2020 as compared to Rs 283.7 crore in Q4FY2019.

The return on equity for the company remained strong at 35.6% in FY2020
compared with 35% in FY2019.

Strong growth potential in Mutual fund industry

The mutual fund industry quarterly average AUM increased 10% to Rs 27
lakh crore and March 2020 over March 2019. The quarterly average equity
AUM increased 7% to Rs 10.4 lakh crore. However, the equity AUM on closing
basis declined to Rs 8.3 lakh crore and March 2020 from Rs 10.2 lakh crore
end March 2019 due to sharp decline in the equity market with Nifty posting
23% dip in the month of March 2020. The SIP book for the industry now
stands at Rs 8600 crore in terms of monthly inflows in March 2020.

Strong growth of the mutual fund industry can largely be attributed to higher
financial savings combined with growing investor awareness of such
products. The structural reforms, coupled with the formalization of the
economy and growing financial inclusion, would encourage more investors
to have mutual funds in their financial savings basket. Increasing financial
savings and government schemes focusing on increasing awareness, ease
of investing, digitalization, and perception of mutual funds as long-term
wealth creators, and increasing geographical penetration will be key
facilitators of growth.

Valuation

We expect the company to register EPS of Rs 60.0 in FY2021 and Rs 66.7 in
FY2022. The scrip trades around Rs 2439. P/E on projected FY2022 EPS
works out to 37 times.
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HDFC ASSET MANAGEMENT COMPANY: RESULTS

PARTICULARS 2003 (3) 1903 (3) VAR. (%) 2003 (12) 1903 (12) VAR. (%)

Sales 476.13 486.50 -2 2003.25 1915.18 5

OPM % 79.5% 75.4% 78.5% 65.1%

OP 378.47 366.63 3 1572.24 1245.95 26

Other Income 68.79 61.17 12 260.58 181.60 43

PBDT 447.26 427.80 5 1832.82 1427.55 28

Depreciation 13.39 3.47 286 50.37 12.85 292

PBT before EO 433.87 424.33 2 1782.45 1414.70 26

EO 104.30 9.78 966 129.40 40.00 224

PBT after EO 329.57 414.55 -20 1653.05 1374.70 20

Tax 79.74 138.38 -42 390.64 444.10 -12

PAT 249.83 276.17 -10 1262.41 930.60 36

EPS (Rs)* 61.8 53.1 64.0 45.0

*EPS is annualized on latest equity of Rs 106.40 crore, face value of Rs 5 each

EO: Extraordinary items. EPS is calculated after excluding EO and relevant taxFigures in Rs crore.
Source: Capitaline Databases



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /OK
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo true
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Use these settings to create PDF documents suitable for reliable viewing and printing of business documents. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


