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Investment Thesis

HDFC Asset Management Company Ltd. (HDFC AMC) closed the FY24 at
AUM of Rs. 6,073 bn and dlivered befter-than-industry AUM growth of 39%
on YoY basis. In total market AUM, HDFC AMC has market share of 11.4%
which improved by 30bps on a YoY basis. The largest contributor to the
industry's net flow was actively managed equity funds. HDFC AMC's market
share in actively managed equity fund improved by 90bps compared to
the previous year. HDFC AMC has been witnessing a gradual market share
growth across all segments.

HDFC AMC is planning to introduce more products in upcoming quarters
which will be based on careful evaluation of opportunities in the market.
During FY24, HDFC AMC expanded product offerings in sectoral/thematic
space by launching 5 new funds. On passive front, HDFC AMC enhanced
it's bouquet by launching 5 new index funds and 2 ETFs.

In FY24, industry added 6.9mn unique investors in which HDFC AMC added
3mn unique investors. In HDFC AMC, the total number of unique investors
now stand at 9.6 million with 16.6 million live accounts. HDFC AMC continue
to hold the first position when it comes to market share in individual investor
AUM and second highest in terms of below-30 (B-30) AUM.

HDFC AMC added 24 branches in FY24 andreached to 254 branches out
of that 174 branches are in B-30. HDFC AMC is also focused on technology
part and is committed to enhance its digital capabilities. HDFC AMC digitall
and physical network help them to attract more and more investor and
increase their market share.

HDFC AMC demonstrates a proactive approach to business investment,
actively seeking opportunities for sustainable business growth. Three years
ago, HDFC AMC operating expenses as per AUM was at 13-14bps which
has now come down to 12bps in FY24. We expect HDFC AMC to keep
operating expenses at the cument levels, as it use the benefits from
effective operational efficiencies to invest in business growth.

Financials

In FY24, HDFC AMC reported revenue growth of 27% on YoY basis which
was supported by increased AUM by 39% on YoY basis.

Particulars FY22 FY23 FY24 FY25E FY26E
Revenue (Rs in Crs) 2115.4 2166.8 2,584.4 3,411.4 3,957.2
EBITDA (Rs in Crs) 1599.9 | 1617.8| 19615| 26268 3.047.0
EBITDA margin % 76% 75% 76% 77% 77%
Adj. PAT (Rsin Crs) 13931 | 14239| 10459 21714| 25014
Adj. EPS (Rs.) 65.3 66.7 91.1 101.7 117.1
PE Multiple (x) 61.7 60.4 442 396 34.4
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CMP : Rs. 4,001.0

Target Price : Rs. 4,914.0

Upside :22%+

Stop Loss  : Rs. 3,600.0 (Closing basis)

Market Cap (Rs. Crs) 85,443.0
Market Cap ($ Mn) 10,233.6
Shares O/S (in Mn) 214.0
Avg. Volume (3 month) 5,22,491
52-Week Range (Rs.) 4,187 /2,131

Shareholding Pattern
Promoters 52.55%
FIIs 20.01%
Institutions 18.37%
Public 9.06%
Others (incl. body corporate) 0.00%

Div Yield 1.70%
TTM PE 43.90x
ROE 29.50%
TTM EPS (Rs.) 91.10/-

Stock Performance

Performance (%) M 6M 1Yr
ABSOLUTE 3.2% 26.6 % 101.6%
NIFTYFINANCE 7.4% 11.0% 20.9%
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Graphs & Charts

« One fime Total expense ratio (TER) led sharp decline in yields, robust other
income supported the profitability. Effective operational efficieny of HDFC 1gure _: Revenue QL
AMC led them to deliver 31% YoY growthin EBITDA after the ESOP expenses 3000.00
also they were able to protect margins.

« According to management, the employee cost for FY24 increased by | 2500.00
13.0% YoY as it included an ESOP cost of Rs. 47.0 Cr., while for FY25E, the

ESOPs will reduce to Rs. 20 Cr. 2000.00
Key Business Highlights 1500.00 .
e HDFC Asset Management Company Ltd. (HDFC AMC) incorporated in 1000.00 H :_
1999 to provide fund management services. HDFC Trustee Company °‘_°,~ o
Limited appointed HDFC AMC as investment manager of HDFC Mutual 500.00
Fund. HDFC AMC is also registered under the SEBI to provide portfolio
management services. HDFC AMC has strong network of 1,509 employees, 0.00
254 branches, 85,000 distributers which support AUM growth. FY20 FY21 FY22 FY23 FY24

e HDFC AMC has 65.4%, 22.1%, 8.9% and 3.6% of equity, debf, liquid and

other contribution in tfotal AUM which is better than industry as they are .
more focused toward high yield products to deliver robust margins. Figure 2: AUM (Rs. Bn) and Market Share

e HDFC AMC has multichannel distribution network which is supported by | 7000 14 30, 16.00%
HDFC bank, banks, MFD’s, natfional distributer and direct at 6.1%, 11.2%, 11.4%
i i i 6000 12.6% 170 14.00%
29.1%, 21.3% and 38.4%, respectively. HDFC AMC is progressing pretty well
with HDFC Bank, their teams have been engaging across all levels. HDFC 5000 10.8% 11.1% 12.00%

AMC has done high level of mapping of HDFC Bank’s clusters, branches

and people with their own clusters, branches and people. HDFC AMC has 4000 10.00%
also engaged with various teamsin the bank to have greater synergy and 8.00%
to leverage the most from the potential that has arisen. 3000
. 5 6.00%
o
Valuation 000 B i .
We can expect upward movement in EPS for FY25E and FY24E by 12% and | 1000 | 2.00%
15%, respectively, primarily driven by higher AUM growth with increasing
market share. We are applying a P/E multiple of 42x on FY26E EPS of Rs. 117.10 0 0.00%
to arrive at a target price of Rs. 4,914 per share, with an upside of 22% over FY20 FY21 FY22 FY23 FY24
the CMP.

. Figure 3: AUM by segment
Risk & Concern
« HDFC AMC has witnessed intense competitive pressure that has eroded HDEC ME

market share over the past five years. Higher competition coupled with N

new entrants could dampen AUM growth and hurt business. Equity 63.0% | 54.3%
e Equity assets constitute a significant portion of the company’s AUM. Thus, Debty 22.3% 18.9%

a decline in Indian equity markets would cause AUM to decline directly as Liquid 11.0% 10.8%

the value of the underlying securities fall, and indirectly as securities || Other 3.7% 16.0%

investments become less attractive forinvestors, resulting in net outflows or
redemptions. Any decrease in AUM willimpact fees and hence net profit.

o AMCs are regulated by the Securities and Exchange Board of India and
could be adversely impacted in case of unfavourable policy changes. For Figure 4: Player in B-30 market
instance, if the regulator mandates a further cutin TER, yields could reduce
further.
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
inferests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
infernally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and personsinwhose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively fo improve & enhance the
transparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, offiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in fime
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.
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