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Rolling with the punches

April 28, 2008 B Good results: India Infoline (IIFL) results were slightly better than our
expectations. Revenues grew by 171.8% YoY and 24.8% QoQ, while PAT
grew by 168.7% YoY and 1.1% QoQ. EBITDA margins at 43.5% were

Rating Market Performer significantly better than our forecast of 35.3%.

Price RS9 m  Consumer Finance and Investment Banking lead: Revenue growth was

Target Price Rs957 largely led by the financing business (256% QoQ) and Investment Banking

Implied Upside -3.4% (Rs 134m in Q4 vs. Rsbmn in Q3FY08). IIFL had a margin funding book of

Sensex 17,016 Rs6.6bn and consumer loan book of Rs3.29bn at the end of Q4. In

(Prices as on April 28, 2008) Investment Banking the company closed three deals during the quarter.
We expect both these businesses to provide the main thrust to growth in
FY09 and FY10.

Trading Data B Broking is bruised not battered: IIFL showed its ability to roll with the

Market Cap. (Rs bn) 67.3 punches during a quarter of unprecedented volatility. While the market

Shares o/s (m) 67.9 volumes declined by nearly 30% QoQ, the company’s broking revenues

Free Float 66.5% declined by just 11% QoQ. This was possible due to higher institutional

) broking revenues and mix change in favour of cash vs. F&O. Cash

Avg. Daily Vol (“000) 377.4 , .
volumes account for 46% of the company’s volumes and at 11.6bps its

Avg. Daily Value (Rs m) 351.5 broking yield is the best amongst leading players.

B Balance sheet remains under-leveraged: IIFL’s networth stood at
Rs18.1bn at the end of the quarter while its Net Debt was below zero at
] about (Rs3.5bn). Going forward we expect the Net Debt to be Rs5bn and
Major Shareholders . .
Rs15bn in FY09 and FY10 respectively.
Promoters 33.5%
Foreign 975y W Fully priced: While we like IIFL’s diversified business model, growth
_ prospects and highly liquid balance sheet, at 28.7x FY09 and 21.7x FY10

Domestic Inst. 6.9% . . . .. . .
earnings the stock is fully valued in our opinion. Maintain Market

Public & Others 32.1% Performer.

Key financials (Rs m) FYo7 FYo8 FYO9E FY10E
Net interest income 4,161 10,200 13,011 18,650
Stock Performance Growth (%) 95.0 145.2 27.6 43.3
Operating profit 1,316 3,987 4,861 7,147

(%) M 6M 12M  paT 756 1,638 2,511 3,393

Absolute 15.5 (10.0) 133.6 EPS (Rs) 15.2 33.0 34.5 45.6

Relative 116 16 1113 Growth (%) 40.0 117.1 4.5 32.2

Net DPS (Rs) 3.0 3.5 4.0 4.5
Source: Company Data; PL Research
Price Performance (RIC: IIFL.BO, BB: IIFL IN) Profitability & valuation FYO7 FY08 FYO9E FY10E
(Rs) EBIDTA Margin (%) 31.6 39.1 37.4 38.3
1,950 ROE (%) 29.1 15.0 10.7 11.4
1,750 RoCE (%) 18.9 15.4 10.0 10.0
1,550 EV/Sales (x) 16.3 6.2 5.6 4.4
1,350 EV/EBIDTA (X) 51.5 15.9 14.9 11.5
sy PE (x) 65.2 30.0 28.7 21.7
328 Net dividend yield (%) 0.3 0.4 0.4 0.5
550 Source: Company Data; PL Research
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Source: Bloomberg
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“-, India Infoline

Q4FYO08 result overview (Rs m)
Y/e March Q4FY08 Q4FYQ7 YoY gr. (%) Q3FY08 FYo7 FY08 YoY gr. (%)
Online & Media Income 291 342 (14.9) 182 645 783 21.3
Equities Brokerage 1,922 641 199.8 2,152 2,314 5,897 154.9
Distribution Commission 71 43 65.1 55 150 190 26.6
Commodities Brokerage 48 37 29.7 43 120 166 38.3
Life Insurance Commission 253 240 5.4 295 593 1,065 79.7
Financing & Investing Act 1,114 86 NM 313 282 1,937 NM
Home loan - 11 NM 27 29 - NM
Merchant banking 134 10 NM 5 28 161 NM
Total Operating Income 3,833 1,410 171.8 3,072 4,161 10,200 145.2
Expenditure
Direct cost 785 331 137.2 681 918 2,170 136.4

% of total Income 20.5 23.5 22.2 22.1 21.3
Employee cost 806 379 112.7 772 1,063 2,426 128.2
% of total Income 21.0 26.9 25.1 25.6 23.8
Admin cost 574 267 115.0 423 864 1,618 87.3
% of total Income 15.0 18.9 13.8 20.8 15.9
Total Expenditure 2,165 977 121.6 1,876 2,845 6,214 118.4
EBIDTA 1,668 433 285.2 1,196 1,316 3,987 203.0
EBIDTA margin (%) 43.5 30.7 38.9 31.6 39.1
Interest 669 45 NM 92 117 913 NM
Depreciation 81 46 76.1 118 149 282 89.0
Other Income 9 26 (65.4) 34 96 35 (64.0)
PBT 927 368 151.9 1,020 1,146 2,827 146.7
Tax 237 123 92.7 360 390 898 130.5
Effective tax rate (%) 25.6 33.4 35.3 34.0 31.8
PAT 690 245 181.6 660 756 1,638 116.6
Minority Interest 32 - 9 - 40
Adjusted PAT 658 245 168.7 651 756 1,598 111.3
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Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India.
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209

PL’s Recommendation Nomenclature

BUY ;> 15% Outperformance to BSE Sensex Outperformer (OP) ;5 to 15% Outperformance to Sensex
Market Performer (MP) : -5 to 5% of Sensex Movement Underperformer (UP) : -5 to -15% of Underperformace to Sensex
Sell 1 <-15% Relative to Sensex

Not Rated (NR) :  No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information
and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken
as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information,
statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent
expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.




