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Key changes in this note

» We expect the overall revenue yield to remain
under pressure due to intense competition,
unless the company manages the market
share loss.
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Aditya Birla Sunlife AMC

Market share loss needs to be addressed

= Aditya Birla Sunlife AMC posted a healthy 2Q PAT of Rs1.76bn, despite lower
treasury income, as a sequential rise in equity AUM supported revenue yields.

= ABSL AMC lost overall market share sequentially from ~7.7% to ~7.4%
whereas its equity AUM share dipped to ~5.2% from ~5.4% last quarter.

m We like ABSL AMC for its diversified product portfolio, superior return ratios
and favourable risk-reward. Retain ADD rating on it with a higher TP of Rs520.

AUM improves sequentially; market share loss raises concern

ABSL AMC reported 2QFY24 QAAUM growth of +10.1% yoy/+4.9% qoq to Rs3.24tr led
by the spike in capital markets reflecting improved traction in equity assets under
management or AUM (+9.3% yoy/+9.8% qoq) as well as continued momentum in debt fund
inflow (+15.9% yoy/+2.6% qoq). However, the continuous loss of market share remains a
cause of concern. ABSL AMC lost overall market share qoq from ~7.7% in 1QFY24 to
~7.4% in 2QFY24. A similar trend was also visible in equity AUM market share, which
dipped to ~5.2% from ~5.4% last quarter. Management remains firm over the company’s
consistent efforts towards outperformance as well as improving the market share.

Focus on granularity of inflow; SIP inflow trend steady

ABSL AMC is investing in digital infrastructure to smoothen the customer onboarding
process and deepen penetration in B-30 cities (beyond Top-30 cities). Systematic
investment plan or SIP inflow remained stagnant sequentially, with a monthly inflow of
Rs9.87bn and live outstanding SIP folios at 3.23m as of end-Sep 2023. We are confident
of the measures achieving success and expect a surge in equity AUM (including that of
exchange traded funds or ETFs) in the coming quarters.

Steady revenue yields support overall profitability

With a sequential rise in equity AUM, the company managed to hold its overall revenue
yield at ~42bp on a sequential basis. This, coupled with well-managed operating expenses,
resulted in decent profitability for the company at Rs1.76bn, despite lower treasury income
during the quarter. We expect the overall revenue yield to remain under pressure due to
intense competition but if the company manages its market share loss, then the trend of
healthy profitability can be maintained in the coming quarters.

Outlook and valuation

We now believe that the market regulator’s new total expense ratio or TER norms will be
applicable only from FY25F and thus we are increasing FY24F EPS by ~45%. We like
ABSL AMC considering its diversified product portfolio, superior return ratios and
favourable risk-reward. However, sustainability of market share along with stable revenue
yields are mandatory for better returns. We maintain our ADD rating on the stock with a
higher target price of Rs520, or ~23x FY25F EPS, from Rs470 earlier. Key downside risks:
Low traction in new funds, branding risk and industry-related risks.

Financial Summary Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Net Interest Income (Rsm) 0 0 0 0 0
Total Non-Interest Income (Rsm) 13,790 13,199 15,449 14,979 17,038
Operating Revenue (Rsm) 13,790 13,199 15,449 14,979 17,038
Total Provision Charges (Rsm) 0 0 0 0 0

Net Profit (Rsm) 6,604 5,793 7,246 6,564 7,711
Core EPS (Rs) 22.93 20.11 25.16 22.79 26.78
Core EPS Growth 28% (12%) 25% (9%) 17%
FD Core P/E (x) 19.12 21.80 17.43 19.24 16.37
DPS (Rs) 8.05 10.25 19.00 17.00 20.00
Dividend Yield 1.84% 2.34% 4.33% 3.88% 4.56%
BVPS (Rs) 76.4 87.4 93.6 93.6 93.6
P/BV (x) 5.74 5.02 4.69 4.69 4.69
ROE 33.8% 24.6% 27.8% 24.4% 28.6%

% Change In Core EPS Estimates
InCred Research/Consensus EPS (x)
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Figure 1: Quarterly results summary

Rs m 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 YoY (%) QoQ (%)

Revenue from operations 2990 3,056 3,087 2919 3,057 3,292 7.7% 7.7%

Other income -308 764 489 319 775 554 -27.5% -28.5%

Total revenue (Rs m) 2,682 3,820 3,576 3,238 3,831 3,845 0.7% 0.4%

Total expenditure 1,287 1,343 1,362 1,440 1,448 1,494 11.2% 3.2%

Cost-to-income (%) 48.0% 35.1% 38.1% 445% 37.8% 38.8%

Profit before tax 1,395 2477 2214 1,798 2383 2,352 -51% -1.3%

Tax 380 577 564 454 557 587 1.7% 5.3%

Tax rate (%) 27.2% 233% 255% 25.2% 23.4% 25.0%

Profit after tax 1,015 1,900 1,650 1,344 1,826 1,765 -7.1% -3.3%

QAAUM (Rs tr) 2.93 2.94 2.93 2.86 3.09 3.24  10.1% 4.9%
SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 2: Our revised earnings estimates
Y/E Mar (Rs m)

Earlier
Revenue 10,067.1
PAT 4,915.2
EPS (Rs) 17.0
Dividend payout (%) 75.0
QAAUM (Rs tr) 3.1

FY24F FY25F FY26F
Revised % change Earlier Revised % change Earlier Revised % change
12,921.9 28.4% 11,679.8 12,325.9 5.5% 13,582.1 14,252.3 4.9%
7,245.9 47.4% 5,880.7 6,564.2 11.6% 6,999.8 7,711.4 10.2%
25.1 47.4% 20.4 22.7 11.6% 24.2 26.7 10.2%
75.0 0.0% 75.0 75.0 0.0% 75.0 75.0 0.0%
3.3 4.5% 35 3.8 6.4% 4.0 4.3 6.4%

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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BY THE NUMBERS

P/BV vs ROE 12-mth Fwd FD Core P/E vs FD
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Rolling P/BV (x) (Ihs) ROE (rhs) @ 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
Profit & Loss
(Rsm) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Net Interest Income
Total Non-Interest Income 13,790 13,199 15,449 14,979 17,038
Operating Revenue 13,790 13,199 15,449 14,979 17,038
Total Non-Interest Expenses (4,622) (5,099) (5,445) (5,867) (6,379)
Pre-provision Operating Profit 8,823 7,767 9,661 8,752 10,282
Total Provision Charges
Operating Profit After Provisions 8,823 7,767 9,661 8,752 10,282
Pretax Income/(Loss) from Assoc.
Operating EBIT (incl Associates) 8,823 7,767 9,661 8,752 10,282
Non-Operating Income/(Expense)
Profit Before Tax (pre-El) 8,823 7,767 9,661 8,752 10,282
Exceptional Items
Pre-tax Profit 8,823 7,767 9,661 8,752 10,282
Taxation (2,219) (1,975) (2,415) (2,188) (2,570)

Consolidation Adjustments & Others

Exceptional Income - post-tax

Profit After Tax 6,604 5,793 7,246 6,564 7,711
Minority Interests

Pref. & Special Div

FX And Other Adj.

Net Profit 6,604 5,793 7,246 6,564 7,711
Recurring Net Profit

Balance Sheet Employment

(Rsm) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Gross Loans/Cust Deposits

Avg Loans/Avg Deposits

Avg Liquid Assets/Avg Assets 2.2% 1.8% 3.7% 4.2% 2.9%
Avg Liquid Assets/Avg IEAsS

Net Cust Loans/Assets

Net Cust Loans/Broad Deposits

Equity & Provns/Gross Cust Loans

Asset Risk Weighting

Provision Charge/Avg Cust Loans

Provision Charge/Avg Assets

Total Write Offs/Average Assets
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BY THE NUMBERS...cont’d

Balance Sheet

(Rsm)

Total Gross Loans

Liquid Assets & Invst. (Current)
Other Int. Earning Assets

Total Gross Int. Earning Assets
Total Provisions/Loan Loss Reserve
Total Net Interest Earning Assets
Intangible Assets

Other Non-Interest Earning Assets
Total Non-Interest Earning Assets
Cash And Marketable Securities
Long-term Investments

Total Assets

Customer Interest-Bearing Liabilities
Bank Deposits

Interest Bearing Liabilities: Others
Total Interest-Bearing Liabilities
Banks Liabilities Under Acceptances
Total Non-Interest Bearing Liabilities
Total Liabilities

Shareholders Equity

Minority Interests

Total Equity

Mar-22A

23,951
23,951
392

24,343
1,468
1,468

869
2,337

22,006

22,006

Mar-23A

27,325
27,325
556

27,881
1,468
1,468
1,243
2,711

25,170

25,170

Mar-24F

28,473
28,473
1,577

30,050
1,615
1,615
1,492
3,106

26,944

26,944

Mar-25F

29,690
29,690
976

30,665
1,857
1,857
1,865
3,722

26,944

26,944

Mar-26F

30,682
30,682
821

31,503
2,136
2,136
2,424
4,559

26,944

26,944

Key Ratios

Total Income Growth

Operating Profit Growth

Pretax Profit Growth

Net Interest To Total Income

Cost Of Funds

Return On Interest Earning Assets
Net Interest Spread

Net Interest Margin (Avg Deposits)
Net Interest Margin (Avg RWA)
Provisions to Pre Prov. Operating Profit
Interest Return On Average Assets
Effective Tax Rate

Net Dividend Payout Ratio

Return On Average Assets

Mar-22A

27.1%
29%

25.2%

29.89%

Mar-23A

(11.7%)
(12%)

25.4%

22.18%

Mar-24F

23.5%
24%

25.0%

25.02%

Mar-25F

(8.9%)
(9%)

25.0%

21.62%

Mar-26F

17.0%
17%

25.0%

24.81%
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contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
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more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
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The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
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