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Motilal Oswal (MOTOSW)

Rs 201
WHAT'S CHANGED...

Dull performance in a good quarter...

Motilal Oswal reported below estimates PAT of Rs 33 crore (Rs 38 crore
after adjusting for Rs 3crore towards expenses for launch of M-50, Rs
3.3 of unrealised gain ignored as per AS-1 on cash leg of arbitrage and
Rs 1.3 crore of loss on sale of investment due to change in accounting
policy) which is still below our expectation of Rs 49 crore. The top-line
growth stalled because, a) broking revenues lagged traction despite rise
in market share to 3% owing to falling yields which now stands at
4.8bps, b) poor growth from fund based and other income while some
respite was provided by IB which grew 29% QoQ and 9% YoY to Rs 17
crore and asset management which grew 37% QoQ to Rs 10 crore.
Going forward we see a moderate 3% CAGR in PAT over FY10-12E to Rs
181 crore.

= Market share gains, yields drop

MOSL managed to arrest the fall in market share and reported a 12bps
rise QoQ to 3%. Cash segment ADT declined significantly from Rs 23000
crore in Q2FY10 to Rs 19000 crore ( forming only 16% of total market
turnover). On other side rising options segment (53% of total market
volumes) where yields are relatively low, are weighing on blended yields.
MOSL face the brunt by reporting 80 bps QoQ, 150 bps YoY dip in
blended yields to 4.8bps. We see marginal improvement in yields from
here to 5.1 bps by FY12E and expect a stable market share.

= Strong visibility for IB, EBIDTA margins under pressure

Total revenues from Investment banking grew 35%QoQ, 18% YoY to Rs
18 crore, little ahead of our estimates. We see this segment supporting
top-line performance for H2FY11E and FY12E due to robust pipeline.
EBIDTA margin fell 960bps YoY, 560bps QoQ to 35%. The pressure came
from higher operating expenses and we see margin improving gradually
from here on, since we see some traction coming back for top-line.

Valuation

We are cautiously optimistic for performance improvement in coming
quarter for MOSL. We opine that retail participation is set to improve
(MOSL forte) as markets stay at elevated levels. We had lowered our
FY11E and FY12E PAT by 13% and 9% respectively. We still value the
company at 16x FY12E EPS (in line with broader index) and arrive at fair
value of Rs 203.

Rs Crore Q2FY11 Q2FY11E Q2FY10 Q1FY11  YoYGr(%) QoQ Gr(%)
Net Sales 157.6 174.2 171.2 151.4 -1.9 4.1
EBITDA 55.0 82.2 76.1 61.3 211 -10.3
EBITDA Margin(%) 34.9 41.2 445 40.5 (960 bps) (560 bps)
Reported Net Profit 33.1 49.0 47.2 315 -29.9 -11.7
Adjusted Net Profit 38.1 41.1 345 -1.3 10.4

Source: Company, ICICIdirect.com Research
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Exhibit 2: Average daily turnover improves QoQ
The average daily turnover for MOFSL stood at Rs 3600 crore

implying QoQ growth of 16% _
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Source: Company quarterly presentation, ICICIdirect.com Research

Exhibit 3: Break-up of market wide volume for Q1FY1 Exhibit 4: Higher contribution from F&0 segment hurting yields
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Exhibit 5: Blended yields on a falling streak

The blended yield has declined from 6.3 bps in Q4FY10 to 5.6
bps in Q1FY11 and further to 4.8 bps in Q2FY11
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Source: Company quarterly presentation, ICICIdirect.com Research

Exhibit 6: Contribution of various verticals to total topline

Business Segment (%) Q1FY10  Q2FY10 Q3FY10  Q4FY10  QI1FY11
Brokerage and Operating Income 71.5 73.2 69.9 62.1 73.4
Investment Banking Fees 6.4 8.9 10.8 13.8 8.5

Fund Based Income 1.7 9.5 1.7 1.5 9.4
Asset Management Fees 3.2 3.7 6.2 1.5 5.1
Other Income 1.1 4.6 1.4 5.1 35
Total Revenues 100.0 100.0 100.0 100.0 100.0

Source: Company press release, ICICldirect.com
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Exhibit 7: Fall in market share arrested from couple of quarters
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Source: Company quarterly presentation, ICICldirect.com Research

Incremental client addition is slowing down from past 4--5 Exhibit 8: Trend in growth of retail broking clients
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Exhibit 9: Distribution network increase mainly franchisee led
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Exhibit 10: Valuation Summary

Rs Crore FY08 FY09 FY10 FY11E FY12E
Income from Operations 690.7 457.3 625.0 636.5 691.2
Brokerage Income 562.1 326.8 455.1 432.3 467.4
Investment Banking 63.7 45.2 64.9 74.6 84.3
Management Fees- PMS 284 21.4 40.1 43.7 48.2
Fund Based Income 36.5 63.9 64.9 85.9 91.1
Other Income 1.1 8.7 20.3 223 24.6
Total Income 701.9 466.0 645.3 658.8 715.7
Net Profit (Rs crore) 162.0 93.4 170.4 159.3 180.9
EPS (Rs) 11.4 6.3 1.9 10.8 12.4
Growth (%) 97.3 -44.7 88.8 -8.8 13.9
P/E (x) 18.9 343 18.2 19.9 175
Price / Book (x) 4.3 3.9 34 2.9 2.5
ROCE (%) 19.7 13.3 18.0 14.6 14.4
RoNA (%) 9.7 6.6 10.3 8.4 8.5
RoE (%) 22.8 11.8 18.6 15.0 14.7

Source: Company annual report, ICICldirect.com Research
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ICICIdirect.com coverage universe (BFSI)

Bank of India NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code BANIND CMP 552 FY10 17411 33.1 16.7 2.1 0.7 12.6

Target 525 FY11E 2895.1 55.0 10.0 23 1.0 18.8
Mcap (Rs Cr) 29030 Upside (%) 4.9 FY12E 3768.9 62.3 8.9 1.9 1.1 19.9
Bank of Baroda NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code BANBAR CMP 992 FY10 3058.3 83.7 11.9 3.0 1.2 21.9

Target 918 FY11E 3683.2 100.8 9.8 24 1.2 21.9
Mcap (Rs Cr) 36261 Upside (%) -15 FY12E 4373.2 119.6 8.3 1.9 1.2 211
Dena Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code DENBAN CMP 121 FY10 511.3 17.8 6.8 1.8 1.0 214

Target 127 FY11E 621.0 18.2 6.7 1.5 1.0 20.3
Mcap (Rs Cr) 341 Upside (%) 5.0 FY12E 746.0 21.8 5.5 1.2 1.0 19.5
Indian Oveseas Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code INDOVE CMP 158 FY10 707.0 13.0 12.2 2.0 0.6 115

Target 145 FY11E 996.3 18.3 8.6 1.5 0.7 14.6
Mcap (Rs Cr) 8608 Upside (%) 8.2 FY12E 1287.4 23.6 6.7 1.2 0.8 16.4
IDBI Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code IDBI CMP 170 FY10 1031.1 8.8 19.4 25 0.5 13.2

Target 150 FY11E 1267.2 12.9 13.2 1.9 0.5 12.3
Mcap (Rs Cr) 12323 Upside (%) -11.8 FY12E 1683.8 17.1 9.9 1.6 0.6 12.8
0BC NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code ORIBAN CMP 490 FY10 1134.7 45.3 10.8 1.6 0.9 14.5

Target 545 FY11E 1533.9 61.2 8.0 1.4 1.0 17.2
Mcap (Rs Cr) 12276 Upside (%) 1.2 FY12E 1851.2 73.9 6.6 1.2 1.0 17.7
Punjab National Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code PUNBAN CMP 1301 FY10 3905.4 123.9 10.5 2.1 1.4 23.9

Target 1218 FY11E 4854.6 154.0 8.4 22 15 24.7
Mcap (Rs Cr) 41021 Upside (%) 6.4 FY12E 5788.5 183.6 1.1 2.0 15 25.5
SBI NP (Rs Bn) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code STABAN CMP 3182 FY10 91.7 144.4 22.0 37 0.9 14.8

Target 3210 FY11E 113.2 160.5 19.8 2.8 1.0 14.4
Mcap (Rs Cr) 8608 Upside (%) 0.9 FY12E 142.1 201.5 15.8 25 1.0 14.7
Syndicate Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code SYNBN CMP 136 FY10 813.3 15.6 8.7 1.7 0.6 15.3

Target 144 FY11E 1094.6 21.0 6.5 15 0.7 18.2
Mcap (Rs Cr) 7099 Upside (%) 5.9 FY12E 1380.6 26.4 5.1 1.3 0.8 20.5
Union Bank of India NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code UNIBAN CMP 405 FY10 2074.9 4.1 9.9 2.6 1.2 26.2

Target 398 FY11E 24440 48.4 8.4 22 1.1 24.8
Mcap (Rs Cr) 20457 Upside (%) -1.7 FY12E 2948.7 53.1 1.6 1.7 1.2 22.8
Axis Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code UTIBAN CMP 1501 FY10 2514.5 62.1 242 39 0.4 1.7

Target 1520 FY11E 3008.4 74.3 20.2 34 0.4 1.3
Mcap (Rs Cr) 60817 Upside (%) 1.3 FY12E 3825.8 94.4 15.9 29 0.3 1.2
Dhanlaxmi Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code DHABAN CMP 191 FY10 23.3 3.6 52.5 3.1 0.3 5.4

Target 191 FY11E 61.2 1.2 26.6 2.1 0.6 9.5
Mcap (Rs Cr) 1225 Upside (%) 0.0 FY12E 101.1 11.9 16.1 1.9 0.7 11.2
HDFC Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code HDFBAN CMP 2365 FY10 2948.7 64.4 36.7 5.1 15 16.3

Target 2559 FY11E 3963.0 86.6 21.3 4.6 1.6 17.3
Mcap (Rs Cr) 108270 Upside (%) 8.2 FY12E 5194.9 1135 20.8 4.0 1.7 20.0
Kotak Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code KOTMAH CMP 500 FY10 561.1 8.1 64.3 8.5 1.7 13.5

Target 454 FY11E 793.6 10.9 47.6 6.5 1.9 15.0
Mcap (Rs Cr) 17385 Upside (%) -9.2 FY12E 1009.7 13.8 374 5.9 2.0 15.7
South Indian Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code SOUINO CMP 21.1 FY10 233.1 2.1 13.4 2.2 1.1 17.9

Target 32.0 FY11E 272.5 24 1.5 2.0 1.0 17.4
Mcap (Rs Cr) 3124 Upside (%) 15.5 FY12E 335.6 3.0 9.3 1.7 1.0 18.6
Yes Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code YESBAN CMP 352 FY10 471.7 14.1 25.0 3.9 1.6 20.3

Target 395 FY11E 694.4 19.9 17.7 3.1 15 19.7
Mcap (Rs Cr) 10570 Upside (%) 12.2 FY12E 921.1 26.4 13.3 2.6 1.4 21.1

ICICldirect.com | Equity Research Page 5
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Continued...
NBFC
IDFC NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code IDFC CMP 203 FY10 1117.0 8.2 249 3.8 3.2 16.2
Target 215 FY11E 1327.5 8.5 23.7 2.8 3.2 14.2
Mcap (Rs Cr) 29658 Upside (%) 5.9 FY12E 1678.2 10.5 19.3 25 33 13.7
LICHF NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code LICHF CMP 1340 FY10 662.1 69.7 19.2 3.6 1.9 22.7
Target 1506 FY11E 856.7 90.2 14.8 3.0 1.9 21.8
Mcap (Rs Cr) 12723 Upside (%) 12.4 FY12E 1025.5 108.0 124 2.5 1.8 21.9
Rel Cap NP (Rs Cr) EPS (Rs) PE (x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code RELCAP CMP 835 FY10 434.6 17.7 473 2.7 2.0 5.7
Target 852 FY11E 787.9 32.0 26.1 25 3.4 9.9
Mcap (Rs Cr) 20510 Upside (%) 2.0 FY12E 826.7 33.6 24.9 2.3 3.2 9.7
Brokerage firms
Edelweiss Capital NP (Rs Cr) EPS (Rs)* PE (x) P/BV (x) RoNA (%) RoE(%)
Idirect Code EDECAP CMP 61.0 FY10 229.2 305 20.0 2.0 5.5 11.2
Target 65.0 FY11E 270.2 3.6 16.9 1.8 41 121
Mecap (Rs Cr) 458 Upside (%) 6.6 FY12E 290.8 39 15.7 1.7 3.1 11.8
India Infoline NP (Rs Cr) EPS (Rs) PE (x) P/BV (x) RoNA (%) RoE(%)
Idirect Code INDINF CMP 17 FY10 232.0 8.1 15.7 2.3 5.7 14.9
Target 141 FY11E 237.1 8.3 15.4 2.0 3.9 14.3
Mcap (Rs Cr) 3335 Upside (%) 20.5 FY12E 286.2 10.0 12.8 1.8 4.8 15.5
MOFSL NP (Rs Cr) EPS (Rs) PE (x) P/BV (x) RoNA (%) RoE(%)
Idirect Code MOTOSW  CMP 201 FY10 170.4 11.9 18.2 3.4 10.3 18.6
Target 203 FYT1E 159.3 10.8 19.9 29 8.4 15.0
Mcap (Rs Cr) 2945 Upside (%) 1.0 FY12E 180.9 12.4 17.5 25 8.5 14.7

*Adjusted for bonus and stock split
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Add, 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.

Strong Buy: 20% or more;
Buy: Between 10% and 20%;
Add: Up to 10%;

Reduce: Up to -10%

Sell: -10% or more;

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICldirect.com Research Desk,
ICICI Securities Limited,

7" Floor, Akruti Centre Point,
MIDC Main Road, Marol Naka,
Andheri (East)

Mumbai — 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /|, Kajal Gandhi CA Viraj Gandhi MBA-CM 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
personal views about any and all of 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. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

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 reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are 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 is 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 may 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 of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities 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 and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
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 public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. ICICI Securities and affiliates expect to receive compensation from the companies mentioned in the report within a period of three
months following the date of publication of the research report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific
transaction. It is confirmed that Kaja/ Gandhi CA Viraj Gandhi MBA-CM research analysts and the authors of this report have not received any compensation from the companies mentioned in the report in
the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively 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.

It is confirmed that Kajal Gandhi CA Viraj Gandhi MBA-CM research analysts and the authors of this report or any of their family members does not serve as an officer, director or advisory board member of
the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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