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Financial Services - AMCs
Risk is a part of the business

m The slowdown in net inflow & sluggish capital market performance in the MF
industry are priced in, and we see a higher upside compared to the downside.

m Players with a strong track record in scheme performance & distribution
network to continue gaining market share, notwithstanding the sluggishness.

m Post correction, we retain ADD rating on NAM AMC (TP of Rs780) and ABSL
AMC (TP of Rs800) but upgrade HDFC AMC'’s rating to ADD (TP of Rs 4,600).

MF investments are subject to market risks —so scan AMCs carefully
The mandatory risk disclosure for investments in mutual funds has played its part in
slashing stock returns of asset management companies or AMCs in recent months. The
market fall is led by higher losses in small-cap and mid-cap indices. Historically, AMC
stocks have largely moved in a +-5% range as compared to the NSE small-cap index’s fall
and largely up to a +-12% range as compared to the NSE mid-cap index and the broader
NSE 500 index (Fig. 1). The decline since Dec 2024 has seen a diverse trend among
AMCs, with HDFC AMC relatively holding up (-12% return since 16 Dec 2024) and Nippon
Life India AMC (NAM AMC) showing a sharper fall (-29% since 16 Dec 2024). This diverse
movement is largely attributable to the higher contribution of small-cap and mid-cap
schemes at ~17% of the total AUM for NAM AMC & ~14% of the total AUM for HDFC AMC.

Attractive valuations as most stocks trade close to -1 SD levels
Consequently, one-year forward P/E ratios have sharply declined close to the -1 standard
deviation (SD) levels for all four listed AMCs (since their listing). These levels were
previously topped between end-2022 and Jun 2023 (Figs. 3-6). Hence, we find the risk-
reward ratio attractive for AMCs, notwithstanding any further fall in broader indices. Any
further correction in the indices may lead to stock valuations falling below -1 SD levels;
however, we see a higher upside than downside from current levels.

Test of time, performance to play a key role

We expect mutual funds or MFs’ equity scheme inflow to remain volatile in the near term;
however, we see this as an opportunity for players with a strong vintage and high
performance to outshine other newer players. For instance, ~50% of the schemes
outperformed their benchmarks when it came to three-year returns in small-cap, mid-cap
and large-cap schemes for an average of the last six months. The same is ~45% for large
& mid-cap schemes. Among listed AMCs, we observed that HDFC AMC and NAM AMC
consistently have been among the top five performers in large-cap and mid-cap schemes
when it came to three-year returns, over the last one year. HDFC AMC was among the top
performers in flexi-cap schemes while NAM AMC was among the top performers in small-
cap schemes. We also observed that Aditya Birla Sun Life AMC or ABSL AMC has been
gradually improving its performance in the case of near-term returns of its various schemes.

Outlook and valuation

We revise downwards our AUM estimates by ~5-8% for FY26-27F and PAT estimates by
~3-9% for the same period to incorporate the recent capital market volatility weighing down
on inflow and other income in FY25F, thus starting FY26F on a lower base. The market
has remained sceptical about sustainability of the inflow into AMCs; however, we believe
that rising disposable income will largely channelize into a stable inflow in the medium term.
We believe the correction in NAM AMC (~29%) from its peak in Dec 2024 has overplayed
and reiterate ADD rating on it with a revised target price of Rs780 (Rs900 earlier), valuing
it at 27x FY26F EPS, led by performance-led market share gains. We upgrade HDFC AMC
to ADD (from HOLD) with a revised TP of Rs4,600 (Rs4,200 earlier), valuing it at 32x FY26F
EPS, as we believe it will be one of the key beneficiaries of the volatility. We also like ABSL
AMC and maintain ADD rating on it with a revised target price of Rs800 (Rs850 earlier),
valuing it at 22x FY26F EPS for its turnaround story. We have an ADD rating on UTI AMC
with a revised target price of Rs1,250 (Rs1,350 earlier) valuing it at 16x FY26F EPS, led
by a potential takeover.
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Figure 1: Recent AMC stock price revision has sharp outliers when compared

historically
Absolute returns  HDFC AMC NAM AMC ABSL AMC UTI AMC NSE 500 NSE SMALL- CAP NSE MID-CAP
Nov 2019-Mar 2020 -46% -44% NA NA  -34% -41% -34%
Jan 2022-Jun 2022 -28% 27% 29%  -43%  -18% -32% -21%
Dec 2023-Mar 2024 12% -3% -4% -5% 3% -2% 2%
Dec 2024-Mar 2025 -12% -29% 23%  27%  -10% -19% -14%
NOTE: CURRENT MONTH’'S DATA IS TILL 20 MAR 2025
SOURCE: BLOOMBERG, INCRED RESEARCH, COMPANY REPORTS
Figure 2: One-year forward P/E ratios
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Figure 3: Nippon Life India AMC’s performance

Figure 4: HDFC AMC’s performance

NOTE: CURRENT MONTH'’S DATA IS TILL 20 MAR 2025
SOURCE: BLOOMBERG, INCRED RESEARCH, COMPANY REPORTS
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Figure 5: Aditya Birla Sun Life AMC’s performance

Figure 6: UTI AMC’s performance

— 1-year fwd PE Ratio
- = = = 1+Std Dev

—— 1-year fwd PE Ratio Mean
- - — - 1+Std Dev 1-Std Dev 30
30 1
25
25 A
1 5 | aci 1 AN F 2
20 - A PURPY 1Y 0
"o e MMV ™y
15 | 15
10 A 10
5 5
0 T T T T T T T T T T T T T 0
— N N N N 8] [ (2] (2] < < < < [Tel
o o o o o o o o o o4 o4 o o
8 85 35 88 5538585 38 &8
A = » o O = » o o = » »u a =

NOTE: CURRENT MONTH’S DATA IS TILL 20 MAR 2025
SOURCE: BLOOMBERG, INCRED RESEARCH, COMPANY REPORTS

Mean
1-Std Dev

Mar/21

Sep/21 -

Mar/22 -
Sep/22 -
Mar/23 -
Sep/23 -
Mar/24 -
Sep/24 -
Mar/25 A

NOTE: CURRENT MONTH’S DATA IS TILL 20 MAR 2025
SOURCE: BLOOMBERG, INCRED RESEARCH, COMPANY REPORTS




Financial Services | India

Financial Services - AMCs | March 21, 2025

Equities

Figure 7: NAM AMC: Our revised earnings estimates

Y/E Mar (Rs m) FY25F FY26F FY27F

Earlier Revised % change Earlier Revised % change Earlier Revised % change
Revenue from operations 23,781 22,626 -4.9% 33,032 30,300 -8.3% 41,253 40,002 -3.0%
PAT 14,551 13,159 -9.6% 20,018 18,310 -8.5% 24,800 24,036 -3.1%
EPS (Rs) 23.1 20.9 -9.6% 31.8 29.1 -8.5% 39.4 38.2 -3.1%
Dividend payout (%) 95 95 0.0% 95 95 0.0% 95 95 0.0%
QAAUM (Rs tr) 6.3 5.6 -10.0% 8.3 7.7 -7.0% 10.5 10.1 -3.8%
Figure 8: HDFC AMC: Our revised earnings estimates
Y/e Mar (Rs m) FY25F FY26F FY27F

Earlier Revised Variance Earlier Revised Variance Earlier Revised Variance
Revenue from operations 41,535 40,360 -2.8% 52,788 50,226 -4.9% 62,356 60,931 -2.3%
PAT 26,018 24,383 -6.3% 33,506 30,875 -7.9% 39,331 37,378 -5.0%
EPS (Rs) 122.0 114 -6.4% 157.2 145 -8.0% 184.5 175 -5.1%
Dividend payout (%) 80 80 0.0% 80 80 0.0% 80 80 0.0%
QAAUM (Rs tr) 8.4 7.8 -7.7% 10.3 9.8 -5.4% 12.3 12.0 -2.7%
Figure 9: ABSL AMC: Our revised earnings estimates
Y/e Mar (Rs m) FY25F FY26F FY27F

Earlier Revised % change Earlier Revised % change Earlier Revised % change
Revenue from operations 19,148.7 19,055.3 -0.5% 22,898.0 22,115.3 -3.4% 27,267.5 26,278.2 -3.6%
PAT 9,256.3 9,106.2 -1.6% 11,220.4 10,646.4 -5.1% 13,397.9 12,727.2 -5.0%
EPS (Rs) 321 315 -1.6% 38.9 36.9 -5.1% 46.4 44.1 -5.0%
Dividend payout (%) 55.0 55.0 0.0% 60.0 60.0 0.0% 60.0 60.0 0.0%
QAAUM (Rs tr) 4.2 3.9 -6.2% 5.0 4.7 -4.6% 5.9 5.7 -4.6%
Figure 10: UTI AMC: Our revised earnings estimates
Y/E Mar (Rs m) FY25F FY26F FY27F

Earlier Revised % change Earlier Revised % change Earlier Revised % change
Revenue from operations 19,774 19,032 -3.8% 24,847 23,168 -6.8% 30,169 28,130 -6.8%
PAT 8,431 8,089 -4.1% 10,808 10,032 -7.2% 13,524 12,565 -7.1%
EPS (Rs) 66.4 63.7 -4.1% 85.1 79.0 -7.2% 107 99.0 -7.1%
Dividend payout (%) 50.0 50.0 0.0% 50.0 50.0 0.0% 50 50.0 0.0%
QAAUM (Rs tr) 3.6 3.4 -6.8% 43 4.0 -6.8% 5 4.8 -6.8%
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DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd. (formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing
requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (i) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
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(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy,
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
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made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
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
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
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 is 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
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
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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activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




