
    

 

October 18, 2011 

ICICI Securities Ltd | Retail Equity Research 

 
Result Update 

 
 
 
 

 
WHAT’S CHANGED… 
PRICE TARGET ................................................................................................................ NA 

EPS (FY12E) ...........................................................................................Unchanged at | 6.7 

EPS (FY13E) ...........................................................................................Unchanged at | 8.5 

RATING........................................................................................................................... NA 

Slow quarter, one-time income boosts PAT… 
Motilal Oswal (MOSL) reported a dip of 37% YoY and 2% sequentially in 
recurring profit at | 26 crore. Exceptional income of | 13 crore from sale 
of office premises added to overall profits to | 35 crore. Average daily 
turnover (ADT) rose slightly to | 2760 crore for Q2FY12 from | 2430 crore 
sequentially. Total revenue remained stable QoQ at | 114 crore, a dip of 
28% YoY. We expect PAT of | 121.9 crore in FY13E for MOSL. 
Currently, brokerages are unable to maintain yields due to increased F&O 
volumes. IB and AUM based services are expected to remain subdued as 
the market environment is unfavourable. Hence, we believe the 
underperformance of the sector will continue. We are, therefore, 
dropping coverage on the stock and sector. 

 No respite in yields, market share increases marginally… 

The market share increased to 1.9% from 1.8% after a considerably 
long period. The management maintains that market share in cash 
segment remains stable. However, blended yields again dipped to 
4.6 bps from 5 bps in Q1FY12. Broking revenues remained stable at 
| 80 crore, down 29% YoY. EBIDTA margins, however, improved to 
35% from 31% sequentially. We believe higher pressure on yields 
and even market volumes may persist for the next few quarters. 

 Investment banking lacklustre, fund based income stagnant… 
Fund based income at | 19.8 crore remained the second largest 
contributor to the topline. The margin funding book declined 
marginally to | 300 crore from | 330 crore in Q1FY12. The 
investment banking income remained negligible. The asset 
management stream earned | 10 crore, on total AUM of | 2260 
crore. With unfavourable market conditions, a pick-up in income 
from these segments seems difficult. 

Valuation 
MOFSL has been able to maintain EBIDTA margins on account of 
franchisee based model (1538). However, topline and bottomline have 
suffered substantially in line with markets. We believe despite cheap 
valuations, one should avoid entering stock due to no near term triggers. 
 

Exhibit 1: Financial Performance 
| Crore Q2FY12 Q2FY12E Q2FY11 Q1FY12 YoY Gr(%) QoQ Gr(%)

Net Sales 114.2 114.4 157.7 112.1 -27.6 1.9

EBITDA 39.7 38.2 55.4 34.9 -28.4 13.6

EBITDA Margin(%) 34.7 33.4 35.1 31.2 (940 bps) (350 bps)

Net Profit 26.1 22.9 33.2 21.3 -21.3 22.4

PAT Margin(%) 22.9 20.0 21.0 19.0 (590 bps) (40 bps)  
Source: Company Quarterly Presentation, ICICIdirect.com Research 

 

Motilal Oswal (MOTOSW) 
| 89 

Rating matrix 
Rating : Dropping Coverage 

Target : NA 

Target Period : NA 

Potential Upside : NA 

 
Key Financials   
| crore FY10 FY11 FY12E FY13E 

Total Revenues 645.3 600.4 508.4 555.5 

EBITDA 277.0 229.6 177.1 199.5 

PAT 170.4 137.1 96.6 121.9 

     
 

Valuation summary 
| Crore FY10 FY11E FY12E FY13E

EPS (|) 11.9 9.6 6.7 8.5

Growth (%) 88.6 -19.6 -29.5 26.2

P/E (x) 7.5 9.3 13.2 10.5

Price / Book (x) 1.3 1.2 1.1 1.0

ROCE (%) 16.5 13.5 8.7 9.8

RoNA (%) 9.5 7.5 5.1 5.8

RoE (%) 18.4 13.2 8.3 9.6  
 
Stock data 
Market Capitalisation | 1281 crore 

ADT (Q2FY12) | 2760 crore 

Yields (Q2FY12) 4.6 bps 

52 week H/L | 224/77 

Equity capital | 14 Crore 

Face value Rs. 10 

DII Holding (%) 10.8 

FII Holding (%) 1.0 
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Exhibit 2: Contribution of various verticals to total topline 
Business Segment (%) Q1FY11 Q2FY11 Q3FY11 Q4FY11 Q1FY12 Q2FY12

Brokerage and Operating Income 73.4 71.7 73.4 69.6 68.7 70.6

Investment Banking Fees 8.5 10.5 3.0 4.3 2.0 1.2

Fund Based Income 9.4 9.1 16.7 13.9 18.6 17.4

Asset Management Fees 5.1 6.7 6.5 10.9 9.2 8.8

Other Income 3.5 2.0 0.3 1.3 1.5 2.0

Total Revenues 100.0 100.0 100.0 100.0 100.0 100.0
 

Source: Company press release, ICICIdirect.com Research 
 
 
 
 
 
 
 
 
 
 
 

Exhibit 3: ADT growth improves QoQ after several quarters 
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Source: Company quarterly presentation, ICICIdirect.com Research 
 

Exhibit 4: Break-up of market volume for Q2FY12 
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Source: NSE, BSE, ICICIdirect.com, Research 
 

Exhibit 5: Higher contribution from F&O segment continues 
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Source: NSE, BSE, ICICIdirect.com, Research 
 

 

Exhibit 6: Blended yields continue to remain  under pressure 
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Source: Company quarterly presentation, ICICIdirect.com Research 

Being traditionally a strong cash segment player, MOSL is 

finding it difficult to sustain market share due to rising 

derivatives volumes 

Yields had bounced back to 5.1 bps in Q1FY12, but again fell 
to 4.6% in Q2FY12.  
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Exhibit 7: Fall in market share took a halt in Q2FY12 
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Source: Company quarterly presentation, ICICIdirect.com Research 

 
 
Exhibit 8: Trend in growth of retail broking clients slows down 
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Exhibit 9: Outlets reduced as market conditions remain unfavourable 
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The market share rose to 1.9% in Q2FY12 after falling from

4.2% in FY09 
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Exhibit 10: Financial Summary 
| Crore FY09 FY10 FY11 FY12E FY13E

Income from Operations 459.2 625.0 589.7 496.7 542.6

Brokerage Income 326.8 455.1 433.4 332.1 357.5

Other Income 6.8 20.3 10.7 11.7 12.9

Total Income 466.1 645.3 600.4 508.4 555.5
Net Profit (| crore) 89.6 170.4 137.1 96.6 121.9

EPS (Rs) 6.3 11.9 9.6 6.7 8.5

Growth (%) -44.7 88.6 -19.6 -29.5 26.2

P/E (x) 14.1 7.5 9.3 13.2 10.5

Price / Book (x) 1.6 1.3 1.2 1.1 1.0

ROCE (%) 13.3 16.5 13.5 8.7 9.8

RoNA (%) 6.6 9.5 7.5 5.1 5.8

RoE (%) 11.8 18.4 13.2 8.3 9.6  
Source: Company, ICICIdirect.com Research 
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Exhibit 11:  Recommendation History 
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Source: Bloomberg, ICICIdirect.com Research 

 
Exhibit 12: Recent Releases 
Date Event CMP Target Price Rating
10-Jan-11 Q3FY11 Result Preview 157 165 Add
14-Feb-11 Q3FY11 Result Update 126 127 Add
7-Jun-11 Q4FY11 Result Update 104 110 Hold
5-Jul-11 Q1FY12 Result Preview 96 111 Buy
26-Jul-11 Q1FY12 Result Update 101 110 Hold
5-Oct-11 Q2FY12 Result Preview 82 86 Hold  

Source: Company, ICICIdirect.com Research 

ICICIdirect.com coverage universe (Broking) 
 
 

NP (| Cr) EPS (|) PE (x) P/BV (x) RoNA (%) RoE(%)
Idirect Code EDECAP CMP 25 FY11 233.0 3.1 8.1 0.8 3.1 10.8

Target 32 FY12E 169.9 2.3 11.1 0.8 1.7 7.6
Mcap (| Cr) 1877 Upside (%) 28 FY13E 191.0 2.5 9.8 0.7 1.8 8.0

Idirect Code INDINF CMP 70 FY11 213.0 7.4 9.5 1.2 2.9 13.3
Target 80 FY12E 124.0 4.3 16.4 1.2 1.1 7.4

Mcap (| Cr) 2043 Upside (%) 14 FY13E 168.6 5.9 12.1 1.1 1.4 9.5
MOFSL
Idirect Code MOTOSW CMP 89 FY11 137.1 9.6 9.3 1.2 7.5 13.2

Target - FY12E 96.6 6.7 13.2 1.1 5.1 8.3
Mcap (| Cr) 1281 Upside (%) FY13E 121.9 8.5 10.5 1.0 5.8 9.6

India Infoline

Edelweiss Capital
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RATING RATIONALE 
ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 
ratings to its stocks according to their notional target price vs. current market price and then categorises them 
as Strong Buy, Buy, Hold 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: >15%/20% for large caps / midcaps, respectively; 
Buy: Between 10% and 15%/20% for large caps / midcaps, respectively; 
Hold: Up to +/-10%; 
Sell: -10% or more; 
 

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

ICICIdirect.com Research Desk, 
ICICI Securities Limited, 
1st Floor, Akruti Trade Centre, 
Road No. 7, MIDC, 
Andheri (East) 
Mumbai – 400 093 
 

 

 research@icicidirect.com  
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