
IIFL Capital Services Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

1
IIFL Securities maintains a dominant market position, ranking #1-3 in Investment Banking and

completing 59 transactions, including 20 IPOs, during a cyclical peak.
Positive

2
Revenue surged 62.93% YoY to ₹2,217 Cr, driven by capital market tailwinds and a successful

strategic pivot toward affluent advisory and financial product distribution.
Positive

3
Operating Profit Margin (OPM) expanded significantly from 35% to 42%, demonstrating strong

operating leverage as revenue growth outpaced fixed costs.
Positive

4
Net Profit doubled to ₹513 Cr; however, earnings quality is compromised by ₹54 Cr in unrealized

gains and a sharp spike in credit-related provisions.
Neutral

5
Financial health is strained by a Debt-to-Equity ratio of 0.65x and the fact that 90.53% of cash

equivalents (₹4,045 Cr) are pledged and unavailable for operations.
Negative

6
Cash Flow from Operations (CFO) remained negative at -₹118 Cr despite high reported profits,

indicating a total lack of cash conversion from the P&L.
Negative

7
Capital allocation is aggressive and potentially unsustainable, with ₹92 Cr in dividends paid out

despite negative Free Cash Flow of -₹138 Cr.
Negative

8
Asset quality is deteriorating rapidly, evidenced by a 484% spike in ECL provisions to ₹51.02 Cr,

which is growing eight times faster than the underlying revenue.
Negative

9
Governance risks are extreme due to proposed ₹4,500 Cr Inter-Corporate Deposit (ICD) limits to

group entities, representing 2x the company's Net Worth.
Negative

10
The recognition of a ₹44.36 Cr impairment on Commercial Rights suggests prior overvaluation of

intangibles and further weighs on the quality of the balance sheet.
Negative

11
The outlook depends on the sustainability of the IB pipeline and the MTF book against a backdrop of rising

credit risk and potential group-level liquidity pulls.
Neutral

12
Investment View: Watch; standalone operational strength is high (35% ROCE), but investors should avoid

further commitment until ICD utilization and group contagion risks are clarified.
Neutral

1. Business overview (In Bullet Points)

Business Segments: Operates primarily in Capital Market Activity (83.93% of revenue), Insurance Broking &

Ancillary (13.65%), and Facilities & Ancillary (2.41%).

Revenue Drivers: Growth is heavily driven by Brokerage income (₹1,201.74 Cr, up 59%), Investment

Banking (₹224.54 Cr, up 74%), and Financial Product Distribution (₹386.92 Cr).

Cost Drivers: Major expenses include Sub-brokerage and referral fees (₹452.48 Cr), Salaries and wages

(₹432.06 Cr), and Finance costs (₹150.00 Cr) related to debt-funded margin trading.

Industry Position: Dominant "Banker of Choice" for the Indian mid-market, completing 59 transactions

(including 20 IPOs) in FY24.
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Expansion Plans: Aggressive pivot toward the "Mass Affluent" and "Affluent" segments to transition from a

transactional broker to a "Wealth-tech" advisory player.

Capacity & Technology: Launched InvestEdge (Gen AI) and the AAA Platform for Relationship Managers;

99.4% order success rate in Mutual Funds.

Geographical Presence: Leverages a network of 6,000+ partners (sub-brokers) to maintain a pan-India

distribution footprint.

2. Management commentary & outlook

The company is executing a structural pivot toward the "Mass Affluent" segment to secure "stickier" advisory

revenue and offset the loss of regulatory "float income."

Management has explicitly separated the Chairman (R. Venkataraman) and Managing Director (Nemkumar

H) roles to institutionalize the retail wealth business.

Strategic priorities are focused on "Balance Sheet Efficiency" (SO2) and "Operating Leverage" (SO3) to

sweat the existing fixed-cost base of RMs and technology.

Investment Banking and Institutional Equities remain core strengths, providing a "brand halo" for the retail

franchise.

The launch of AI-enabled tools (InvestEdge) is intended to drive offensive customer acquisition and improve

advisory outcomes.

Management acknowledges the high cost of distribution through the partner network but views the "One-Stop

Solution" as the primary growth engine.

The long-term vision is to reposition IIFL Securities as a comprehensive Wealth-tech player rather than a

pure-play discount broker.

Management Tone: Confident and Institutional. The shift from "surviving regulation" to "scaling the franchise"

is palpable. However, the lack of commentary on the necessity of such high ICD limits to group companies

remains a transparency gap.
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3. Financial analysis

3.1 Financial statements

P&L statement (₹ Cr)

Line item Mar 2024 Mar 2023

Sales 2,217 1,361

Sales Growth % 62.93 5.11

Expenses 1,284 886

Manufacturing Cost % 21.62 20.23

Employee Cost % 20.64 26.36

Other Cost % 15.67 18.51

Operating Profit 933 475

OPM % 42 35

Other Income 14 10

Exceptional items 7.40 2.93

Other income normal 6.82 6.73

Interest 150 77

Depreciation 114 67

Profit before tax 683 341

Tax % 25 27

Net Profit 513 250

Minority share -1 0

Exceptional items AT 5 2

Profit excl Excep 508 248

Profit for PE 507 248

Profit for EPS 512 250

Profit Growth % 104 -17

EPS (₹) 16.64 8.19

Dividend Payout % 18 37



Balance sheet (₹ Cr)

Line item Mar 2024 Mar 2023

Equity Capital 62 61

Reserves 1,725 1,289

Borrowings 1,154 486

Long term Borrowings 0 0

Short term Borrowings 0 0

Other Borrowings 1,154 486

Other Liabilities 4,934 3,401

Non controlling int 2 -1

Trade Payables 5 3

Advance from Customers 7 20

Other liability items 4,920 3,379

Total Liabilities 7,875 5,237

Fixed Assets 379 440

Land 69.16 69.16

Building 280.06 275.60

Equipments 8.19 7.03

Computers 33.64 32.66

Furniture n fittings 71.53 54.28

Vehicles 5.26 6.13

Intangible Assets 113.76 113.76

Other fixed assets 105.61 102.90

Gross Block 687.21 661.52

Accumulated Depreciation 308.38 221.94

CWIP 1 1

Investments 159 90

Other Assets 7,335 4,707

Inventories 0 0

Trade receivables 48 22

Cash Equivalents 4,468 2,837

Loans n Advances 52 42

Other asset items 2,768 1,806

Total Assets 7,875 5,237



Cash flow statement (₹ Cr)

Line item Mar 2024 Mar 2023

Cash from Operating Activity -118 -793

Profit from operations 1,035 571

Receivables -10 -8

Inventory 0 0

Payables 15 -91

Loans Advances -426 -17

Other WC items -550 -1,150

Working capital changes -971 -1,266

Direct taxes -182 -98

Cash from Investing Activity -74 163

Fixed assets purchased -31 -13

Fixed assets sold 11 8

Investments purchased -58 -5

Investments sold 39 148

Interest received 5 3

Dividends received 0 0

Other investing items -39 23

Cash from Financing Activity 430 -296

Proceeds from shares 9 6

Proceeds from borrowings 683 0

Repayment of borrowings -15 -121

Interest paid fin -142 -72

Dividends paid -92 -91

Financial liabilities -14 -16

Other financing items 1 0

Net Cash Flow 239 -925

Free Cash Flow -138 -798

CFO/OP 7 -146



Key ratios

Line item Mar 2024 Mar 2023

Debtor Days 8 6

Inventory Days 0 0

Days Payable 0 0

Cash Conversion Cycle 8 6

Working Capital Days -497 -551

ROCE % 35 23

3.2 Financial analysis summary

The company reported a robust 62.93% growth in Revenue to ₹2,217.00 Cr, primarily driven by a 59% jump

in Brokerage income (₹1,201.74 Cr) and a 74% surge in Investment Banking (₹224.54 Cr), reflecting high

sensitivity to capital market cycles.

Operating Profit nearly doubled to ₹933.00 Cr with OPM % expanding from 35% to 42%, yet value leaked

through a 484% spike in Provision for ECL (₹51.02 Cr) and a ₹44.36 Cr impairment on Intangible Assets,

signaling deteriorating asset quality despite top-line growth.

Employee Cost % decreased from 26.36% to 20.64% of Revenue, but absolute costs rose as accrued

salaries and bonus provisions spiked 7x to ₹97.72 Cr, potentially acting as a tool for earnings management or

reflecting high variable pay.

Trade Receivables more than doubled to ₹48.00 Cr, with 26.5% of gross receivables (₹17.58 Cr) now

classified as "Credit Impaired," which contributed to the negative CFO of -₹118.00 Cr.

The Balance Sheet expanded significantly with Total Assets reaching ₹7,875.00 Cr, but liquidity is

constrained as ₹4,045.04 Cr of Cash Equivalents are pledged for bank guarantees and exchange margins,

leaving limited free cash.

Borrowings surged 137% to ₹1,154.00 Cr to fund the Margin Trading Facility (MTF) book, which grew 87%

to ₹916.43 Cr; this increased leverage is evidenced by the Debt / Equity ratio rising from 0.36 to 0.65.

The introduction of ₹429.30 Cr in unsecured Commercial Papers at interest rates up to 9.50% has increased

refinancing risk, especially as ₹5,793.82 Cr of financial liabilities are due within one year.

Finance Cost increased to ₹150.00 Cr in line with higher debt levels, though Interest Coverage remained

stable at 5.55x due to the 104% growth in Profit before tax.

Depreciation rose 70% to ₹114.00 Cr, driven by a 70.23% increase in amortization and impairment, while

Gross Block additions were modest at ₹31.00 Cr, suggesting aggressive write-downs of existing assets.

Cash from Operating Activity remained negative at -₹118.00 Cr despite a ₹1,035.00 Cr Profit from

operations, primarily due to a -₹426.00 Cr drain from Loans n Advances (MTF growth) and -₹550.00 Cr in

other working capital items.

Free Cash Flow was negative at -₹138.00 Cr, forcing the company to rely on ₹683.00 Cr in Proceeds from

borrowings to fund operations and ₹92.00 Cr in Dividends paid, indicating the business is not currently self-

funding.

ROCE % improved to 35.00% and ROE % to 28.71%, but these returns are potentially inflated by ₹54.22 Cr

of unrealized MTM gains in Other Income and high financial leverage rather than pure operational efficiency.

Capital Allocation shows a shift toward credit-heavy growth, with Investments increasing to ₹159.00 Cr and

Capital Advances jumping 4.5x to ₹50.73 Cr, signaling a major upcoming Capex cycle.
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Other Financial Assets (₹1,733.46 Cr) are dominated by Client Receivables; a 312% spike in "Exchanges

Receivables" (₹370.07 Cr) suggests significant unsettled trade volumes at year-end, posing temporary

liquidity pressure.

Sub-brokerage and referral fees grew faster (80%) than brokerage revenue (58%), signaling a compression

in net margins and increasing reliance on expensive third-party acquisition channels.

The dominant financial theme of the year is exceptional cyclical growth in Revenue and Net Profit driven by

market tailwinds, compromised by negative CFO, deteriorating asset quality in the margin book, and high

group-level liquidity risks.

3.3 Contingent liabilities & commitments

Regulatory Penalties: The company follows a policy of disclosing penalties/actions as contingent liabilities

only after the finality of appeals, potentially under-reporting ongoing regulatory inquiries.

Asset Encumbrance: The Group has pledged ₹4,045.04 Cr of Fixed Deposits for bank guarantees and

exchange margins, representing a massive encumbrance on cash.

Capital Commitments: Capital Advances jumped 4.5x to ₹50.73 Cr, signaling significant future capital

expenditure commitments not yet reflected in the fixed asset base.
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3.9 Earnings quality & forensic checks

# Check Impact Status Notes detail

1 PAT vs CFO trend
Profit ↓ — earnings

overstate cash
—

Note 17: CFO dragged by ₹426 Cr increase in Loans/

Advances for Margin Trading Facility.

2
Receivables & channel-

stuffing signal

Revenue ↑↓ — credit risk

rising
—

Note 5: 26.5% of gross trade receivables (₹17.58 Cr)

are now classified as "Credit Impaired."

3 Revenue timing
Revenue ↑ — aggressive

recognition
—

Note 2(p): Revenue follows Ind AS 115; brokerage

recognized on trade date basis per industry norm.

4
Revenue from related

parties %

Neutral — low direct

revenue dependency
—

Note 8 & 18: RPT payables increased 140% to ₹11.06

Cr, but revenue impact is negligible.

5
Inventory vs revenue

growth

Neutral — business

model
—

Financial statements confirm zero inventory for both

periods.

6
Inventory valuation

method change
Neutral — not applicable —

Note 2: No inventory valuation policy required for this

sector.

7
Exceptional items in

operating profit

Profit ↑ — non-recurring

boost
—

P&L Statement: Exceptional items contributed ~1% to

Profit Before Tax.

8
Depreciation rate vs

useful life policy

Profit ↓ — conservative

accounting
—

Note 2(d): Useful lives for Buildings (20y) and

Computers (3y) are shorter than Schedule II.

9
Provision reversals

boosting PAT

Profit ↓ — asset quality

stress
—

Note 31: Sharp spike in ECL suggests deteriorating

credit quality in margin funding book.

10 Tax rate consistency Profit ↑ — tax efficiency —
P&L Statement: Tax rate remains within normal

statutory range for Indian corporates.

11
CWIP age and stalling

projects

Neutral — minimal

exposure
—

Balance Sheet: No significant capital being locked in

unfinished projects.

12
Deferred tax asset

recognition adequacy

Profit ↓ — impairment

impact
—

Note 12: Massive impairment on Commercial Rights

indicates prior overvaluation of assets.

13 RPT quantum and trend
Profit ↓ — cash leakage

risk
—

Note 8: Security deposit with directors is a non-

standard use of corporate funds.

14
Dividend paid vs FCF

adequacy
Profit ↓ — liquidity strain —

Cash Flow: Dividends funded by ₹683 Cr new

borrowings rather than organic cash flow.

15 ECL vs Revenue Growth
Profit ↓ — credit risk

acceleration
—

Note 31: Provision for ECL grew 8x faster than

revenue, signaling deteriorating loan book quality.

16 Unrealized Gains in PAT
Profit ↑ — non-cash

earnings inflation
—

Note 26: PAT includes significant non-cash gains from

financial asset revaluation.

17
MTF Loan Growth vs

Revenue

Revenue ↑ — high-risk

volume driver
—

Note 17: Company is taking on disproportionate credit

risk to drive trading volumes.

18 Cash Encumbrance
Neutral — liquidity

restriction
—

Note 4: ₹4,045.04 Cr of cash is pledged for

guarantees, leaving minimal free liquidity.

4. Management & governance

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified. * Key Audit Matters (KAMs): * 

Revenue Recognition: Auditor concern regarding the "trade date basis" for brokerage income. While industry-

standard, it is more aggressive than settlement-date recognition. Management maintains robust IT controls to

track high-volume transactions. * Impairment of Intangibles: Significant judgment involved in "Value in Use"



calculations. A material impairment of ₹44.36 Cr was recognized on Commercial Rights, signaling that previous

valuation assumptions were overly optimistic. * ECL Estimation: The 483.75% surge in provisions required the

auditor to validate the provision matrix and forward-looking macro estimates. * Auditor Independence: V.

Sankar Aiyar & Co. continues as statutory auditor; no immediate independence risks flagged, though the sharp

rise in professional fees (₹60.43 Cr) warrants monitoring.

B. Related Party Transactions

Party Relationship Nature
Amount (₹

Cr)
Concern

IIFL Finance Limited
Common

Promoters

Proposed ICD

Limit
1,500.00 Cr High limit (67.22% of Revenue)

IIFL Home Finance

Limited

Common

Promoters

Proposed ICD

Limit
1,500.00 Cr Potential liquidity drain

IIFL Samasta Finance

Ltd

Common

Promoters

Proposed ICD

Limit
1,500.00 Cr

Aggregate limits exceed 200% of

Revenue

Directors/Relatives Promoters Security Deposits 5.00 Cr Non-standard use of corporate funds

Related Parties Group Entities Payables 11.06 Cr 140% increase YoY

Related Parties Group Entities Receivables 2.19 Cr Negligible (0.10% of Revenue)

RPT Verdict: Governance Concern. The proposed Inter-Corporate Deposit (ICD) limits of ₹4,500 Cr represent a

massive potential liquidity drain to the IIFL ecosystem, totaling over 200% of annual revenue.

C. Shareholding

Line item Mar 2024 Mar 2023

Promoters 31.11% 31.11%

FIIs 16.89% 16.89%

DIIs 2.53% 2.53%

Public 49.47% 49.47%

D. Board Composition + KMP Compensation

Total Directors: 7 | Independent %: 57.14% | Women Directors: 1.

KMP Compensation:

R. Venkataraman (Chairman): ₹6.04 Cr (0.65% of EBITDA).

Nemkumar H (MD): ₹1.37 Cr (0.15% of EBITDA).

Narendra Jain (WTD): ₹1.20 Cr (-2.44% YoY).

Analysis: Total KMP compensation is conservative relative to the ₹933.00 Cr Operating Profit. The

Chairman's pay is 4.4x the MD's pay, reflecting his co-promoter status. No family relations identified between

listed KMPs.

F. Capital Allocation & Capex
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Action FY current (₹ Cr) FY prior (₹ Cr) % of CFO Signal

Dividends 92.00 91.00 N/M (CFO Negative) —

Capex 31.00 13.00 N/M (CFO Negative) —

Working Capital Investment 971.00 1,266.00 N/M (CFO Negative) —

Interest Payments 142.00 72.00 N/M (CFO Negative) —

Net Debt Change 668.00 (121.00) N/M (CFO Negative) —

Impairments 113.78 66.84 N/M (CFO Negative) —

CAPEX Analytical Notes: * CFO Coverage of Capex: N/M. CFO is -₹118.00 Cr, meaning capex is funded by

debt. * Nature of Capex: Primarily maintenance and technology; however, Capital Advances jumped 4.5x to

₹50.73 Cr, signaling a major upcoming investment cycle. * Capex Deployment Efficiency: Revenue grew 63%

on a ₹31.00 Cr capex, suggesting high capital efficiency in the digital-first model. * Key Takeaways: The primary

liquidity risk is the ₹971.00 Cr working capital requirement, which dwarfs the ₹31.00 Cr capex.

H. Risks

Liquidity Risk (): ₹5,793.82 Cr of liabilities due within 1 year requires constant rollover of credit lines.

Credit Risk (MTF) (): MTF book grew 87% to ₹916.43 Cr; market volatility could trigger collateral erosion.

Regulatory Risk (): Changes in "Running Account" rules can permanently reduce float income.

Asset Quality (): 26.5% of trade receivables are "Credit Impaired," leading to potential ₹17.58 Cr write-offs.

Refinancing Risk (): Introduction of ₹429.30 Cr in Commercial Papers at 9.5% increases interest sensitivity.

5. Scorecard & verdict

Part a: scorecard

Dimension
Rating

(1–5)
Delta Key evidence One-line rationale

Business quality 4 →
63% Revenue growth; #1-3 IB

ranking

Strong market position and successful

pivot to affluent advisory.

Financial health 2 ↓
D/E 0.65x; CFO -₹118 Cr; 90%

Cash Pledged

Negative cash flow and high encumbrance

offset strong P&L.

Earnings quality 2 ↓
ECL up 484%; ₹54 Cr

Unrealized Gain

Profits are inflated by non-cash items and

deteriorating credit.

Management &

governance
2 ↓ ₹4,500 Cr proposed ICD limits

Egregious RPT limits suggest group

contagion/liquidity risk.

Capital allocation &

earnings visibility
3 →

ROCE 35%; Capex funded by

debt

High returns but unsustainable funding of

dividends/capex.

Business positives (for this company this year) * Robust Top-line Growth: Revenue grew 62.93% to

₹2,217.00 Cr driven by capital market tailwinds. * Margin Expansion: OPM % expanded from 35% to 42% due

to operating leverage. * Dominant IB Franchise: Completed 59 transactions including 20 IPOs, maintaining a

top-tier market position. * Successful Wealth Pivot: Financial Product Distribution revenue grew significantly to 

₹386.92 Cr. * High Capital Efficiency: Achieved a ROCE of 35% on a relatively modest fixed asset base.

Business negatives / concerns (for this company this year) * Negative Cash Conversion: CFO remained

negative at -₹118.00 Cr despite ₹513.00 Cr Net Profit. * Deteriorating Asset Quality: ECL Provisions spiked

484% to ₹51.02 Cr, 8x faster than revenue growth. * Group Contagion Risk: Proposed ₹4,500 Cr ICD limits to

• 
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group entities (2x Net Worth). * High Liquidity Encumbrance: 90.53% of Cash Equivalents (₹4,045.04 Cr) are

pledged and unavailable for operations. * Debt-Funded Dividends: Paid ₹92.00 Cr in dividends despite

negative Free Cash Flow of -₹138.00 Cr. * Intangible Impairment: Recognized a ₹44.36 Cr impairment on

Commercial Rights, signaling prior overvaluation.

Overall scorecard summary IIFL Securities is currently a "tale of two statements": a stellar P&L riding a cyclical

market peak, and a strained Balance Sheet/Cash Flow statement. While business quality and operational

returns (ROCE) are high, the quality of earnings is poor due to non-cash gains and a sharp spike in credit risk.

Governance is the primary concern, as the company is being positioned as a massive liquidity backstop for the

broader IIFL group. The business is on a stable operational trajectory but a deteriorating governance and

financial health trajectory.

Part b: governance check matrix

# Check Status

1 Audit opinion clean? —

2 Promoter pledge = 0? —

3 KMP pay < 5% of PAT? —

4 RPT quantum < 5% of revenue? —

5 Board > 50% independent? —

6 At least 1 woman director? —

7 No statutory dues outstanding? —

8 No fraud reported? —

9 Audit trail enabled? —

10 Frequent Auditor change —

Total: 8/10 — Governance Rating: 2 (Downgraded due to extreme RPT limits)

Part c: investor verdict

Thesis: A high-beta play on Indian capital markets with a strong institutional franchise, currently compromised

by aggressive group-level treasury linkages. Overall stance: Watch Rationale: Exceptional operational

performance is overshadowed by negative cash flows and the risk of ₹4,500 Cr in inter-corporate deposits to a

stressed group ecosystem. Re-evaluate when: Loans to Related Parties (ICD utilization) exceeds ₹500 Cr or

CFO/PAT turns positive (>0.5x). BULL CASE: Sustained bull market drives IB pipeline and MTF book without

further credit impairments, leading to a FCF breakout. BEAR CASE: RBI/SEBI action on group entities triggers a

liquidity pull from the Securities business via the proposed ICDs, causing a default or rating downgrade. Key

monitorable: ECL Provision as % of MTF Book: Current 5.5% → Watch threshold >8%.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status Summary b status Forensic takeaway

Revenue

Growth

Trajectory

Stagnant (5.11% growth)

reflecting regulatory

headwinds and market

volatility.

Explosive (62.93% growth)

driven by a surge in

brokerage and investment

banking.

The business exhibits extreme cyclical

sensitivity, with top-line performance tethered

to capital market volumes.

Margin

Trajectory (OPM

%)

Compressed to 35% as

costs outpaced modest

revenue gains.

Expanded to 42% due to

significant operating leverage

on a fixed-cost base.

Profitability is highly elastic, expanding

rapidly during market upswings but

vulnerable to sharp contraction during

downturns.

Capital

Allocation

(Debt)

Deleveraging phase; total

debt reduced to ₹486 Cr

(D/E 0.36).

Re-leveraging phase; debt

surged 137% to ₹1,154 Cr

(D/E 0.65) to fund MTF

growth.

The company has pivoted back to a debt-

funded growth model, increasing its

sensitivity to interest rate cycles and

refinancing risks.

Asset Quality

(ECL)

Moderate stress; ECL

provision of ₹8.74 Cr

covering 40% of impaired

assets.

Sharp deterioration; ECL

provision spiked 484% to

₹51.02 Cr.

Rapid expansion of the Margin Trading

Facility is resulting in a disproportionate and

accelerating buildup of credit risk.

RPT

Governance

(ICD Limits)

Proposed Inter-Corporate

Deposit (ICD) limit of

₹1,500 Cr.

Proposed ICD limits

escalated 200% to ₹4,500 Cr.

The massive increase in proposed group

lending limits signals that the entity is being

positioned as a primary liquidity backstop for

the broader IIFL ecosystem.

Management

Tone

Defensive and cautious,

focused on "surviving

regulation" and liquidity

contraction.

Aggressive and institutional,

focused on "scaling the

franchise" and "Wealth-tech"

transition.

Management has shifted to an offensive

narrative to mask persistent underlying cash

flow and governance concerns.

7.2 Persistent patterns

Negative Cash Flow Generation: The company has failed to generate positive Cash from Operations (CFO)

for two consecutive years (-₹793 Cr and -₹118 Cr), indicating a structural inability to convert accounting

profits into liquid cash.

Debt-Funded Dividends: Despite negative Free Cash Flow in both periods, the company maintained a

steady dividend payout (~₹91-92 Cr), effectively funding shareholder returns through cash reserves or

new borrowings.

High Cash Encumbrance: A vast majority of cash equivalents (90.5% in the current year) remain 

permanently pledged for exchange margins and bank guarantees, leaving minimal free liquidity for

operations.

Intangible Asset Erosion: Recurring impairments and aggressive amortization of "Commercial Rights"

(₹22.87 Cr in Summary A; ₹44.36 Cr in Summary B) suggest persistent overvaluation of historical

acquisitions or a steady decline in franchise value.

Regulatory Float Dependency: Both periods highlight the ongoing struggle to offset the permanent loss of

client "float income" caused by SEBI’s running account settlement rules.

Working Capital Intensity: The business remains heavily reliant on continuous working capital

infusions to sustain its Margin Trading Facility (MTF) and unsettled exchange receivables.
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escalated 200% to ₹4,500 Cr.

The massive increase in proposed group

lending limits signals that the entity is being

positioned as a primary liquidity backstop for

the broader IIFL ecosystem.

Management

Tone

Defensive and cautious,

focused on "surviving

regulation" and liquidity

contraction.

Aggressive and institutional,

focused on "scaling the

franchise" and "Wealth-tech"

transition.

Management has shifted to an offensive

narrative to mask persistent underlying cash

flow and governance concerns.

7.2 Persistent patterns

Negative Cash Flow Generation: The company has failed to generate positive Cash from Operations (CFO)

for two consecutive years (-₹793 Cr and -₹118 Cr), indicating a structural inability to convert accounting

profits into liquid cash.

Debt-Funded Dividends: Despite negative Free Cash Flow in both periods, the company maintained a

steady dividend payout (~₹91-92 Cr), effectively funding shareholder returns through cash reserves or

new borrowings.

High Cash Encumbrance: A vast majority of cash equivalents (90.5% in the current year) remain 

permanently pledged for exchange margins and bank guarantees, leaving minimal free liquidity for

operations.

Intangible Asset Erosion: Recurring impairments and aggressive amortization of "Commercial Rights"

(₹22.87 Cr in Summary A; ₹44.36 Cr in Summary B) suggest persistent overvaluation of historical

acquisitions or a steady decline in franchise value.

Regulatory Float Dependency: Both periods highlight the ongoing struggle to offset the permanent loss of

client "float income" caused by SEBI’s running account settlement rules.

Working Capital Intensity: The business remains heavily reliant on continuous working capital

infusions to sustain its Margin Trading Facility (MTF) and unsettled exchange receivables.

• 

• 

• 

• 

• 

• 
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