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WHAT'S CHANGED...

PRICE TARGET ........ccooiiiiricereesere s Changed from Rs 203 to Rs 167
EPS (FY11E) Changed from Rs 13.9 to Rs 12.1
EPS (FY12E) Changed from Rs 15.6 to Rs 12.9
BRATING........cceeoeeeeeeeereereerse s e e s e ss s sae s e sse s Changed from Buy to Add

Maintain market share, yields slide...

Motilal Oswal Financial Services’ (MOFSL) calculated yields came down
from 6.3 bps in Q4FY10 and 5.8 bps in Q1FY10 to 5.6 bps in Q1FY11. The
volume mix of the system has shifted towards the options segment
(~51% of total turnover for Q1FY11 against ~43% in Q4FY10)
pressurising blended yields for MOFSL (in line with peers). Brokerage
revenues grew 7% YoY to Rs 111 crore, as MOFSL reported a 13% QoQ
rise in average trading volumes to Rs 3100 crore, which assisted them in
maintaining their market share at 2.88% (2.83% in Q4FY10). The PAT of
Rs 37.5 crore (including profit on sale of property of Rs 3.4 crore) in
Q1FY11 was below our expectations of Rs 49 crore.

Blended yields under pressure, EBIDTA margin dips

The rising contribution from the options segment and growing
competition is pushing blended yields southward. EBIDTA margin
declined 520 bps QoQ to 40.5%. We expect the EBIDTA margin to stay at
approximately 40% till FY12E. Consolidated revenues and PAT adjusted
for exceptional items (annual performance fee of Rs 10 crore, interest
capitalisation of Rs 2.9 crore and profit on sale of investment of Rs 6.1
crore in Q4FY10) remained flat QoQ. We see flattish 5% CAGR in PAT
over FY10-12E to Rs 188 crore.

Franchise model continues

MOFSL has 1,481 outlets (1,397 in Q4FY10) across 586 cities. Other
verticals like investment banking, asset management and fund-based
businesses remained subdued QoQ and YoY.

Valuation

We believe that maintaining the market share and protecting blended
yields will be the key challenges for MOFSL, going ahead. We have
valued MOFSL at a 15% discount to long-term average multiples of the
broader markets and arrived at a target multiple of 13x on FY12E (similar
to IIFL and Edelweiss) earnings and arrived at a target price of Rs 167. We
recommend an ADD rating on the stock at current levels.

Exhibit 1: Financial Performance

Rs Crore Q1FY1 QTFY11E Q1FY10 04FY10  YoY Gr(%)  QoQ Gr(%)
Net Sales 151.4 169.6 149.2 166.6 15 9.1
EBITDA 61.3 18.6 60.4 76.1 1.5 -19.4
EBITDA Margin(%) 40.5 46.3 40.5 45.7 (520 bps)
Reported Net Profit 375 49.3 35.9 51.9 4.5 -21.1
EPS 2.6 3.4 2.4 3.6 8.3 -21.8

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 3100 crore

implying QoQ growth of 13% and decline of 9% YoY 4000 -
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Exhibit 3: Break-up of market wide volume for Q1FY11 Exhibit 4: Higher contribution from F&0 segment hurting yields
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Exhibit 5: Blended yields decline QoQ
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The blended yield has declined from 6.3 bps in Q4FY10 to 5.6
bps in Q1FY11
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Source: Company, ICICIdirect.com Research

Exhibit 6: Contribution of various verticals to total topline

The margin funding book stands at Rs 200 crore Business Segment (%) Q1FY10 Q2FY10 Q3FY10 Q1FY11
Brokerage and Operating Income 715 13.2 69.9
Investment Banking Fees 6.4 8.9 10.8
Fund Based Income 1.7 9.5 1.7
Asset Management Fees 3.2 3.7 6.2
Other Income 1.1 4.6 1.4
Total Revenues 100.0 100.0 100.0

Source: Company, ICICldirect.com
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Exhibit 7: Market share on a gradual decline, a key concern, going ahead

The market share, that has been declining sequentially,
was maintained this quarter at 2.8%. The main reason for
the fall is increasing participation from proprietary firms

and low penetration of MOFSL's clients in the options =
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Exhibit 8: Trend in growth of retail broking clients
The total no of retail broking clients stood at 5,64,247, as 610000 -
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Exhibit 9: Distribution network increase mainly franchisee led
1600 o P s 1481
The no of owned branches as of Q1FY11 stood at 28 R 1289 1308 4957 1293

whereas there was incremental addition of 84 new
franchises in Q1FY11.
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ICICldirect.com | Equity Research Page 3



Motilal Oswal (MOTOSW) Re se arch
ICICI direct.com

It's Advice, Not Adventure

Exhibit 10: Valuation Summary

Rs Crore FYos FYo9 FY10 FY11E FY12E
Income from Operations 690.7 457.3 625.0 625.1 672.6
Brokerage Income 562.1 326.8 455.1 425.2 456.2
Investment Banking 63.7 45.2 64.9 68.1 71.0
Management Fees- PMS 28.4 21.4 40.1 45.9 48.2
Fund Based Income 36.5 63.9 64.9 85.9 91.1
Other Income 1.1 8.7 20.3 22.3 24.6
Total Income 701.9 466.0 645.3 647.5 697.2
Net Profit (Rs crore) 162.0 93.4 170.4 176.7 188.2
EPS (Rs) 11.4 6.3 11.9 121 12.9
Growth (%) 97.3 -44.7 88.8 1.4 6.7
P/E (x) 14.4 26.0 13.8 13.6 12.7
Price / Book (x) 33 2.9 2.6 2.2 1.9
ROCE (%) 19.7 13.3 18.0 15.3 141
RoNA (%) 9.7 6.6 10.3 9.5 8.8
RoE (%) 22.8 1.8 18.6 16.4 15.0

Source: Company, ICICIdirect.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 410 FY10 17411 33.1 12.4 2.1 0.7 12.6

Target 373 FYT1E 2872.0 54.6 1.5 1.8 1.0 18.7
Mcap (Rs Cr) 21562 Upside (%) -9.0 FY12E 3367.6 55.7 14 1.5 0.9 18.1
Bank of Baroda NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code BANBAR  CMP 727 FY10 3058.3 83.7 8.7 22 1.2 21.9

Target 765 FYT1E 3683.2 100.8 1.2 1.8 1.2 219
Mcap (Rs Cr) 26574 Upside (%) 5.2 FY12E 4373.2 119.6 6.1 1.4 1.2 21.1
Dena Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code DENBAN  CMP 98 FY10 511.3 17.8 5.5 1.4 1.0 21.4

Target 107 FYT1E 621.0 18.2 5.4 1.2 1.0 20.3
Mcap (Rs Cr) 2807 Upside (%) 9.4 FY12E 746.0 21.8 4.5 1.0 1.0 19.5
Indian Oveseas Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code INDOVE CMP 114 FY10 707.0 13.0 8.8 1.1 0.6 9.6

Target 105 FY11E 964.1 17.7 6.5 1.3 0.7 12.8
Mcap (Rs Cr) 6227 Upside (%) -8.1 FY12E 1224.4 225 5.1 1.1 0.8 15.2
IDBI Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code IDBI CMP 118 FY10 1031.1 8.8 135 1.8 0.5 13.2

Target 134 FYT1E 1220.2 12.4 9.5 1.3 0.5 11.9
Mcap (Rs Cr) 8582 Upside (%) 13.2 FY12E 1503.6 15.3 1.1 1.2 0.5 11.6
0BC NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code ORIBAN CMP 378 FY10 1134.7 45.3 8.3 1.3 0.9 14.5

Target 424 FYT1E 1359.4 54.3 7.0 1.1 0.9 15.4
Mcap (Rs Cr) 9469 Upside (%) 12.2 FY12E 1650.5 65.9 5.7 1.0 09 16.2
Punjab National Bank NP (Rs Cr) EPS (Rs) PE (x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code PUNBAN CMP 1056 FY10 3905.4 123.9 8.5 2.2 1.4 23.9

Target 1062 FYT1E 4593.7 145.7 1.2 1.8 1.4 235
Mcap (Rs Cr) 33282 Upside (%) 0.6 FY12E 5361.0 170.0 6.2 1.7 1.4 24.0
SBI NP (Rs Bn) EPS (Rs) PE(x) P/ABV (x) RoNA (%) RoE(%)
Idirect Code STABAN  CMP 2461 FY10 91.7 144.4 17.0 2.8 0.9 14.8

Target 2556 FY11E 103.5 146.9 16.8 22 09 13.3
Mcap (Rs Cr) 156273 Upside (%) 3.8 FY12E 127.1 180.3 13.7 2.0 0.9 13.4
Union Bank of India NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code UNIBAN CMP 319 FY10 2074.9 411 7.8 2.0 1.2 26.2

Target 358 FY11E 2444.0 48.4 6.6 1.7 1.1 24.8
Mcap (Rs Cr) 16113 Upside (%) 12.2 FY12E 2948.7 53.1 6.0 1.4 1.2 22.8
Axis Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code UTIBAN CMP 1351 FY10 2514.5 62.1 21.8 3.5 1.7 19.2

Target 1400 FYT1E 3306.9 81.6 16.6 3.0 1.5 19.0
Mcap (Rs Cr) 54739 Upside (%) 3.6 FY12E 4236.2 104.6 12.9 25 1.4 20.5
Dhanlaxmi Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code DHABAN CMP 180 FY10 233 3.6 49.6 29 0.3 5.4

Target 190 FYT1E 61.3 1.2 25.0 2.0 0.6 9.5
Mcap (Rs Cr) 1155 Upside (%) 5.4 FY12E 99.8 1.7 15.4 1.8 0.7 1.1
HDFC Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code HDFBAN  CMP 2040 FY10 2948.7 64.4 325 4.5 1.5 16.3

Target 2151 FYT1E 3927.6 85.8 244 4.0 1.6 17.2
Mcap (Rs Cr) 95705 Upside (%) 5.4 FY12E 5078.0 110.9 18.8 3.6 1.8 19.6
Kotak Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code KOTMAH  CMP 767 FY10 561.1 16.1 47.4 6.3 1.7 13.5

Target 831 FY11E 793.6 21.8 35.1 4.8 1.9 15.0
Mcap (Rs Cr) 26658 Upside (%) 8.4 FY12E 1009.7 21.7 27.6 4.3 2.0 15.7
South Indian bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code SOUINO CMP 190 FY10 233.7 20.7 9.2 1.5 1.1 17.9

Target 195 FY11E 2725 24.1 7.9 1.4 1.0 17.4
Mcap (Rs Cr) 2147 Upside (%) 2.6 FY12E 335.6 29.7 6.4 1.2 1.0 18.6
Yes Bank NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code YESBAN  CMP 293 FY10 471.7 14.1 20.8 3.2 1.6 20.3

Target 316 FY11E 685.7 20.2 14.5 2.1 1.6 20.2
Mcap (Rs Cr) 8798 Upside (%) 7.8 FY12E 885.6 26.1 11.2 2.2 1.5 21.6

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 189 FY 09 848.0 6.5 28.8 3.9 2.8 14.3
Target 200 FY10 1062.1 8.2 23.0 35 3.2 15.9
Mcap (Rs Cr) 24437 Upside (%) 6.0 FY11E 1326.8 9.1 20.7 2.5 3.4 14.7
LICHF NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code LICHF CMP 1131 FY 09 531.6 62.6 18.1 4.4 2.0 26.1
Target 1161 FY10 662.1 69.7 16.2 3.0 1.9 22.7
Mcap (Rs Cr) 10739 Upside (%) 2.7 FYT1E 861.9 90.8 12.5 2.5 1.9 21.9
Rel Cap NP (Rs Cr) EPS (Rs) PE(x) P/ABV(x) RoNA (%) RoE(%)
Idirect Code RELCAP CMP 782 FY10 434.6 17.7 44.3 25 24 5.7
Target 800 FYT1E 771.3 31.3 25.0 23 4.0 9.5
Mcap (Rs Cr) 19208 Upside (%) 2.3 FY12E 761.9 31.0 253 2.1 35 8.7
Brokerage firms
Edelweiss Capital NP (Rs Cr) EPS (Rs) PE (x) P/BV (x)  RoNA (%) RoE(%)
Idirect Code EDECAP CMP 500 FY10 2449 30.5 16.4 1.7 5.3 11.2
Target 455 FYT1E 268.1 33.6 14.9 1.5 4.0 11.3
Mcap (Rs Cr) 3753 Upside (%) -9.0 FY12E 288.2 36.1 13.9 1.4 3.7 1.1
India Infoline NP (Rs Cr) EPS (Rs) PE (x) P/BV (x)  RoNA (%) RoE(%)
Idirect Code INDINF CMP 93 FY10 232.0 8.1 11.4 1.6 5.7 14.9
Target m FY11E 244.0 8.6 10.9 1.5 4.1 15.3
Mcap (Rs Cr) 2651 Upside (%) 19.4 FY12E 258.4 9.1 10.3 1.3 45 14.6
MOFSL NP (Rs Cr) EPS (Rs) PE (x) P/BV (x)  RoNA (%) RoE(%)
Idirect Code MOTOSW CMP 164 FY10 170.4 11.9 13.8 2.6 10.3 18.6
Target 167 FY11E 176.7 121 13.6 2.2 9.5 16.4
Mcap (Rs Cr) 2346 Upside (%) 1.8 FY12E 188.2 12.9 12.7 1.9 8.8 15.0

ICICldirect.com | Equity Research Page 6
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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 /I, Kajal Gandhi CA Viraj Gandhi MBA-CM Mani Arora MBA 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 Mani Arora MBA 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 Mani Arora MBA 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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