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Price Rs121 

Target Price Rs152 

Implied Upside 25.5% 

Sensex 17,103 

(Prices as on March 8, 2010) 

Trading Data 

Market Cap. (Rs bn) 34.3 

Shares o/s (m) 283.4 

Free Float 66.25% 

3M Avg. Daily Vol (‘000) 2,429.9 

3M Avg. Daily Value (Rs m) 311.9 

 

Major Shareholders 

Promoters 33.75% 

Foreign 18.88% 

Domestic Inst. 20.41% 

Public & Others 26.96% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute 9.0 (14.4) 195.7 

Relative 1.7 (20.5) 90.3 

 

Price Performance (RIC: IIFL.BO, BB: IIFL IN) 
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Source: Bloomberg

India Infoline 
Steady as she goes 

 Steadily gaining market share in broking: India Infoline’s (IIFL’s) reported 
overall market share numbers are up only marginally over the past few quarters 
(3.9% in Q3FY10 v/s 3.6% in Q1). However, this masks its impressive gains in the 
cash segment due to rising institutional volumes and expanding retail reach. At 
2108 outlets (517 branches & 1591 franchisees), IIFL has one of the largest and 
strongest networks in India. However, given its high market share, the company’s 
overall trends are likely to follow the broader market. After peaking in July 
2009, cash market volumes are now at a 10-month low (in February 2010). Till 
date, the average cash volumes in Q4FY10 are 9.2% lower than Q3FY10. 

 Increasing mortgage lending: At the end of Q3FY10, IIFL had an ‘Advances book’ 
of Rs12bn (Rs7bn consumer loans and Rs5bn capital market loans). Within 
consumer, the company is expecting only the mortgages segment (Rs5.5bn) to 
grow rapidly. Overall, we expect the advances book to grow to Rs24bn by the 
end of FY11. Higher NPA write-offs resulted in an increase in the direct costs in 
Q2 and Q3. We expect the same to decline marginally (to 20.2% of revenue in Q4 
v/s 22.6% in Q3), but still remain high. 

 Insurance segment to sustain revenues despite new regulations: December 
2010 saw a surge in policy sales due to the new regulations (limiting difference 
Gross and Net NAV to 2.25%) coming into effect from January 2010 which would 
make many policies redundant. However, our conversation with IIFL indicates 
that the impact may not be as severe as expected. Overall, Q4FY10 insurance 
commission income is likely to remain flat over Q3FY10, instead of the decline 
feared earlier. Non-ICICI Pru policy sales is now 25% of sales for IIFL. 

 Valuation attractive, but equity volume concerns remain: Recent transaction 
involving buying back the minority investor from its two subsidiaries for US$80m 
has impacted IIFL’s networth by a marginal Rs550-600m. At 1.8x FY11 BV, IIFL is 
attractive in our opinion from a 12-18 month perspective even though near-term 
concerns regarding poor cash market volumes remain high. 

Key financials (Y/e March) FY09 FY10E FY11E FY12E 

Revenues (Rs m) 9,607 12,108 14,606 17,573 
     Growth (%) (5.8) 26.0 20.6 20.3 
EBITDA (Rs m) 2,898 4,548 5,711 7,053 
PAT (Rs m) 1,447 2,275 2,981 3,593 
EPS (Rs) 5.2 7.9 9.9 11.3 
     Growth (%) (17.0) 50.3 25.1 14.5 
Net DPS (Rs) 2.8 2.0 2.5 3.0 

Source: Company Data; PL Research 

Profitability & valuation FY09 FY10E FY11E FY12E 

EBITDA margin (%) 30.2 37.6 39.1 40.1 
RoE (%) 8.2 14.5 17.9 17.2 
RoCE (%) 7.7 12.1 13.7 14.5 
EV / sales (x) 2.8 2.8 2.7 2.3 
EV / EBITDA (x) 9.4 7.5 6.9 5.8 
PE (x) 23.1 15.4 12.3 10.7 
P / BV (x) 2.2 2.1 1.8 1.6 
Net dividend yield (%) 2.3 1.7 2.1 2.5 

Source: Company Data; PL Research 

Apurva Shah Umang Shah 
ApurvaShah@PLIndia.com UmangShah@PLIndia.com 
+91-22-6632 2214 +91-22-6632 2242 

Vi
si

t 
U

pd
at

e 



 India Infoline 
 

March 9, 2010 2 

 
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 

Rating Distribution of Research Coverage 

19.1%

54.4%

24.3%

2.2%

0%

10%

20%

30%

40%

50%

60%

Buy Accumulate Reduce Sell

%
 o

f 
T

ot
al

 C
ov

er
ag

e

 

PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

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.  

For Clients / Recipients in United States of America:  

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for 

informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information 

provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside 

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888. 


