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INITIATING COVERAGE RELIANCE CAPITAL LTD Buy

Share Data

Market Cap Rs. 264.17 bn

Price Rs. 1166.3

BSE Sensex 15,092

Reuters RLCP.BO

Bloomberg RCFT IN

Avg. Volume (52 Week) 0.84 mn

52-Week High/Low Rs. 1166.30/ 402.50

Shares Outstanding 226.5 mn

Valuation Ratios

Year to 31 March 2008E 2009E

EPS (Rs.) 49.8 74.6

+/- (%) 61.9% 50.0%

PER (x) 23.4x 15.6x

Shareholding Pattern (%) Key Figures

Promoters 52 Year to March FY06 FY07 FY08E FY09E CAGR (%)

FIIs 31 (Figures in Rs mn, except per share data) (FY07-09E)

Institutions 2

Public & Others 15 Total Income 9,471         21,579       32,368       48,552       50.0%
Net Profit 5,810 6,996 11,329 16,993 55.8%

Relative Performance
 

Gross Direct Premium 1,630         9,120         27,360       68,400       173.9%
Annual Equivalent Premium 853            7,219         25,266       63,166       195.8%
AUM 246,700     463,070     694,605     1,041,908  50.0%

Per Share Data (Rs.)
EPS 26.5           30.7           49.8           74.6           55.8%
PER (x) 44.0x 38.0x 23.4x 15.6x
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� Considering the expected growth in Gross Direct Premium in General 

Insurance, First year Premium in Life Insurance Business, & AUM 

and launch of new business, we expect the total Income to grow to 

Rs. 32.3 bn and profit to increase to Rs. 11.3 bn in FY08E. 

� RCL is trading at the forward PE of 23.4x for 2008E and 15.6x 2009E. 

� We value the RCL based on SOTP and initiate coverage with a Buy. 

Our one year target price is Rs. 1,327 which represents an upside of 

14% from the current level. 

Poised for Exponential Growth 

Reliance Capital (RCL) is one of the fastest growing private players in 

financial sector in India. It has presence in high potential businesses like 

Mutual Fund, Insurance, and Infrastructure Lending. While RCL has 

largest AUM in India, the Company has acquired close to 5% market 

share in Life Insurance and 10% market share in General Insurance in a 

short span of time. The Company would invest Rs. 20 bn in insurance 

business in coming few years to accelerate its growth. Besides, the 

Company has huge plans for retail broking and consumer finance. We 

expect the EPS to grow to Rs. 49.8 for FY08E driven by strong growth in 

existing business and launch of new business. 
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   Investment rationale 

Dynamic Leadership 

RCL is posting strong growth under the leadership of Anil Ambani. The 

Company is working towards the vision of becoming one stop shop for all the 

financial products. Considering the ability to plan and execute quickly we 

expect the Company to achieve considerable reach and scale in its business in 

next 2-3 years.  

 

Market Leader in AUM 

Indian Mutual Fund Industry is set to grow strongly considering the low AUM as 

a % of GDP at 9% compared to 74% in US, and 31% in UK. Reliance Mutual 

Fund is set to take the bigger pie of this growth through its wide presence, 

product differentiation, return performance and brand equity. Reliance Mutual 

Fund has current AUM in excess of Rs. 500 bn, largest amongst Indian mutual 

Funds leaving behind large players like UTI MF, Prudential ICICI MF, HDFC 

MF and Franklin Templeton MF. Besides, the Company has increased its 

market share in Total AUM from 11% in FY2006 to 13% in FY2007. 

 

Scaling up Insurance Business 

Insurance industry is witnessing phenomenal growth in India based on low 

penetration, attractive demographics, robust economic growth and increasing 

awareness. In order to fuel growth, RCL is planning to invest Rs. 20 bn in 

Insurance business. Reliance Life Insurance is the fastest growing Insurance 

Company amongst the private players and its new business premium 

increased exponentially at 380% to Rs. 9.3 bn in FY07. The Company is 

aggressively expanding its branches and agents network in order to achieve 

wider presence and increase market share among all the private players from 

the current 5%.  

 

Also, Reliance General Insurance has shown stupendous growth of 462% in 

Gross Direct Premium to Rs. 9.1 bn in FY07. This business is likely to increase 

its market share further from current 10% driven by increased focus on retail 

business and expansion of distribution franchise. 

Rs. 500 bn Asset Under 
Management   

Huge Opportunity in 
Insurance Business   
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Leveraging on retail presence through RCOM 

RCL is likely to exploit the huge retail presence of group company Reliance 

Communication through Reliance Web world across 700 plus cities through 

1,650 stores. Moreover, after the launch of Reliance Money and rollover of 

extensive financial outlets, it will be selling brokerage, insurance, and Mutual 

Fund products through a one stop shop. 

 

New Business Ventures 

In order to target the low level of retail penetration in Indian retail financial 

market, RCL is launching low priced broking and related services under the 

umbrella brand of Reliance Money. The Company is planning to launch pre-

paid cards for trading on exchanges in denominations of Rs 500, Rs 1,350 and 

Rs 2,500 and is expected to drastically reduce the brokerage charges. 

Moreover, the Company would set up more than 10,000 web-enabled kiosks 

across the country by March 2008 to facilitate easy retail trading.  RCL is also 

foraying into the consumer finance by end of 2007 and would offer housing 

loan, personal loans and credit cards. Besides, the Company would also start 

investment and merchant banking advisory services.  

 

Strong Investment Portfolio 

The Company has invested more than Rs. 15 bn in quoted and unquoted 

equity investments. According to our calculations current Market Value of 

quoted investments is Rs. 43 bn (Rs. 192 per share). RCL has several 

investments through private equity and proprietary investment route in listed 

companies like Adlabs Films, Global Broadcast, IDFC etc. In addition, the 

Company has substantial investment in group companies like RNRL, RCOM, 

REL and RIIL. Of late, the Company is offloading its stake in the group 

companies at the prevailing market prices and booking significant profits.  

 

   Key Risks 

Market fluctuations 

RCL has close to Rs. 11 bn in quoted investments which are exposed to 

fluctuations in stock prices. Any decline in the prices of these investments may 

Substantial Unrealised gains 
in equity investments   

Entry into Stock Broking 
and Consumer Finance   
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affect financial position of RCL. Other than this, the Company’s Investment and 

Brokerage business is also dependent on the movement and volume at the 

Capital Market. 

 

Regulatory Risk 

The Company operates in highly regulated financial systems in India. Its 

Investment and Brokerage business come under the regulation of SEBI 

(Securities Exchange Board of India) and Insurance business is regulated by 

IRDA (Insurance Regulatory Development Authority). Regulatory hurdles can 

hamper the fast growth plans of the Company. For example, SEBI suspended 

Reliance Share and Stock Broking (RSSB) for four months for violations of 

brokers' regulations in December 2006. Moreover, RCL is not allowed to get 

banking license or take over a bank due to RBI regulation to cap an Industrial 

group’s stake in a bank to 10%. 

 

Execution Risk 

The Company is expected to launch brokerage and Consumer Finance 

business in FY08. Other business of the RCL like Life and General Insurance 

are yet to achieve scale and are at a nascent stage. We have factored in 

valuation of new business in our Rating. It is vulnerable to execution risk and 

can be lower in case RCL fails to achieve sufficient volume in these 

businesses.  

 

Late entrant in Insurance Business 

RCL is a late entrant in the business which has long gestation period of 5-7 

years. The Company entered this business in 2005 while Private Players have 

been present since last five years. However, the Company is among the fastest 

growing insurance companies in the Country in terms of new business 

premium and has recently moved to 4th rank in the General Insurance and 5th 

rank in the Life Insurance. 

 

 

 

 

Performance dependent 
on buoyancy of Capital 
Markets   

Late Entry into Insurance 
Business 



 

Please see the end of the report for disclaimer and disclosures. -5-

  RELIANCE CAPITAL LTD.  

                                         RESEARCH 

 
EQUITY RESEARCH                    July 12, 2007 

 

 

 

   Outlook 

 

RCL is on the fast growth track and gaining market share in all the lines of 

business. We expect the growth in Insurance business to get additional push 

through investment of Rs. 20 bn. Besides, the Company is likely to garner 

substantial market share in Stock broking on account of low pricing strategy 

and Consumer finance leveraging the group wide retail presence. However, 

high proprietary investment in equity can be a risk and can affect the financial 

performance negatively in adverse market movement.   

 

We value the Company based on SOTP. We expect the AUM to grow 50% y-o-

y to Rs. 694.6 bn and value it at Rs. 305 per share considering valuation at 

10% of AUM. The value for General Insurance business works out Rs. 180 per 

share assuming Gross Direct Premium growth of 200% for FY08E, PAT margin 

of 10% & PE of 15x. Life Insurance business and Broking business are valued 

at Rs. 266 per share and Rs. 15 per share respectively. Besides, we value 

Lending business Rs. 359 per share at PB of 2x and BV of Rs. 40.9 bn for 

FY08E. RCL’s investment portfolio is valued at Rs. 202 per share including 

both quoted and unquoted equity investments. Our final SOTP valuation works 

out Rs. 1,327. It represents an upside of 14% from current level. We initiate 

coverage with a Buy for the Company.  

 

Company Profiles 

Reliance Capital Ltd is a part of the Reliance - Anil Dhirubhai Ambani Group.  

The Company is one of India’s fastest growing private sector financial services 

companies, and ranks among the top 3 private sector financial services and 

banking companies, in terms of the net worth. 

 

Reliance Capital has interests in asset management and mutual funds, life and 

general insurance, private equity and proprietary investments, stock broking 

and other activities in financial services. The Company is also venturing out in 

consumer finance in FY07. 

 

Target Price of Rs. 1,327 
based on SOTP 



Indiabulls (H.O.), Plot No- 448-451, Udyog Vihar, Phase - V, Gurgaon - 122 001, Haryana. Ph: (0124) 3989555, 3989666 
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Disclaimer 
 

This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced or 
redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views 
about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to specific 
recommendations or views expressed in this report. No part of this material may be duplicated in any form and/or 
redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors independently 
evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information given in this 
report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 

 
 


