lIFL Capital Services Ltd — Aug 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: Massive outperformance in Investment Banking and a 107% surge in Distribution
income have successfully decoupled earnings from retail brokerage volatility, though regulatory stays on SEBI/

NSEL orders remain a necessary valuation overhang.

Dimension

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion & Quality

Competitive Moat Signals

Balance Sheet Strength

Working Capital Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red Flag

Management Tone

This Quarter

Strong Beat

High (Core driven)

Neutral

Strong

Improving

Q1 5paisa
Transfer

Regulatory Risk

Consolidation

Improving

Stable

Distorted

Stable

Adequate

Stable

Reliable

Cost Scalability

Confident &
Defensive

Signal | Evidence

PAT grew 75.4% YoY to [75.4 Cr, far exceeding the low base
of Q1FY23.

Growth driven by fee-based IB (9 deals) and Distribution
(AIF/PMS/Insurance).

Mgmt is awaiting external NOCs for 5paisa; strategy is
shifting toward "Affluent” clients.

Successfully navigated two major regulatory crises (SEBI/
NSEL) with timely legal stays.

Diversified revenue mix (IB + Distribution) now contributes
significantly to the top line.

NOC from SEBI/Exchanges is the only remaining bottleneck
for the retail demerger.

Mgmt secured SAT stay on SEBI's client onboarding ban;
matter is sub judice.

Waiting for 5paisa demerger to conclude to lean out the
remaining brokerage biz.

Annualized ROE hit 22% vs 20% in FY23; PBT margins
recovered to 25% (consolidated).

Maintaining premium positioning in IB; retail shifting to high-
volumef/flat plans via 5paisa.

CFO data absent for Q1; Mgmt taking a "conservative view"
to preserve cash.

#1 Rank in Equity IPOs (Prime Database) reinforces
Institutional/IB moat.

Net Worth up to [1,430 Cr; leveraging increased to fund
MTF book growth.

Finance costs up 12% YoY ([26.2 Cr) to support [2.31 Lakh
Cr daily turnover volumes.

Delivered on IB pipeline promises despite tough macro
backdrop.

Admin/Other expenses surged 63% YoY ([181.1 Cr),
outpacing revenue growth.

Confident on business recovery; defensive/legalistic
regarding NSEL/SEBI matters.



Sentiment: [JPositiveKey Takeaways: * Positives: The revenue mix has structurally improved; Brokerage now
accounts for only ~43% of total income, with Investment Banking (55 Cr) and Distribution (85 Cr) providing high-
margin cushions. The company retained its #1 ranking for Equity IPOs, proving institutional resilience. *
Negatives: Operating leverage is being tested by a 63% surge in administrative/tech costs and sub-broker
payouts. While PAT grew 72%, total expenses grew 32%, indicating that the cost of customer acquisition and
tech-infrastructure is rising sharply. * Street Concern: Analysts are focused on the "when" of the 5paisa transfer
and the legal resolution of the SEBI ban. Management's successful stay of the SEBI order (which prohibited
onboarding new clients) is a major relief, but the cloud remains until the final SAT hearing. * Forward
Watchpoint: Monitor the "Affluent” segment (AUM [10 Lakh+) strategy execution, as this is the primary focus
post-5paisa retail exit.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Metric

Total Revenue

PAT (TCI)

Brokerage
Income

IB Fee Income

Distribution
Income

Finance Cost

Employee Cost

Admin & Other
Exp

PBT Margin %

ROE
(Annualized)

AUM & Custody

ADTO (Total)

2B. SEGMENT BREAKDOWN

Current

Qtr

(411.0Cr

(5.4 Cr

77.0Cr

(5.0 Cr

[85.0 Cr

[26.2 Cr

[B9.5Cr

[181.1 Cr

24.9%

22.0%
147,000
Cr

(230,816
Cr

1 39.4%

1 74.9%

122.1%

1 83.3%

1 107.3%

1 12.0%

1 3.6%

1 62.7%

1 410 bps

1 200 bps

Not in doc

Not in doc

1 1.4%

1 14.4%

- 0.0%

1 71.9%

1 10.5%

1 8.3%

12.1%

1 14.8%

1 450 bps

Not in doc

Not in doc

1 18.0%

Mgmt Commentary

Driven by IB rebound and doubling of distribution
income.

YoY jump due to low base; QoQ dip due to
seasonality.

Flat QoQ as retail volumes plateaued; Institutional
stable.

9 deals completed (Sula, Syrma, Kaynes, etc.); #1 in
IPOs.

Surge in AIF/PMS/Insurance; QoQ dip due to Q4
insurance peak.

Increased borrowing to support Margin Trading
Facility (MTF).

Headcount stable; high base in Q1FY23 included
increments.

Driven by sub-broker payouts and heavy tech
investments.

Improved YoY on mix; QoQ compression from admin
costs.

Target remains mid-20s post demerger.

Includes [21,000 Cr Equity and [126,000 Cr
Custody.

Growth dominated by Derivative segment ((229,161
Cr).



Segment

Revenue (O
Cr)

vs Company
Avg

Trend

Margin

Key Development

Retail & Insti Shifting retail to 5paisa; focus on High
. 77.0 1 22% Moderate - Below Avg
Broking Volume Traders.
Investment . Completed 9 deals; strong pipeline
. [65.0 1 83% High 1 Above Avg
Banking across ECM/PE/Debt.
S . Focused on AIF, PMS, and Health
Distribution [85.0 1 107% High ) Above Avg
Insurance wrappers.
New Not Targeting (10 Lakh+ AUM with RM-led
Affluent Wealth Not stated N/A .
Focus stated digital model.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Management Target /

Required Run-Rate /

Dimension . .
Mathematical Feasibility

Category Historical Delivery

Claim

Awaiting NOC from SEBI/

Post-NOC, scheme

Delayed (Announced

5paisa
Guidance TFr)ansfer Exchanges to transfer online  completion usually takes Dec-22, NOC still High
retail trading. 6 months. awaited).
Targeting affluent individuals Requires scale in AUM to First quarter of explicit
i uent individu i u xplici
Guidance Affluent Pivot ] geting offset high RM/Admin q P Medium
with RM-led tech model. focus.
costs.
) . Must maintain Rev growth  Poor (Admin costs
Cost Admin/Tech costs rising to . . .
Strategy >20% to avoid margin grew 63% vs 39% High
Management safeguard systems. .
erosion. Rev).
. Needs 100 Cr+ Missed (No deals
Real Estate Sell non-core properties in L . . .
Strategy ) . realizations to impact B/S closed in 1 year due Medium
Exit Chennai, Hyderabad, Pune. o .
significantly. to pricing).
) High beta business; . .
Market India GDP forecast 6.1%; - Aligned with macro
Macro . needs market stability for . Low
Context Nifty near 20k. . reality.
IB pipeline.
. 30-35% Dividend payout; Sustainable given current . .
Capital . . Reliable (Consistent
Balance . "Wait and watch" on cash generation and . ] Low
Allocation dividend history).

Buyback.

ROE.



4. ANALYST Q&A



Q#

Relevance
(1-5)

5.0

85

4.0

Analyst /
Firm

Pranay /
JINJ

Pranay /
JINJ

Pranay /
JINJ

Theme
Cluster

Demerger
Timeline

Asset
Monetization

Shareholder
Payout

Category

Strategy

Capex &
Allocation

Capex &
Allocation

Underlying
Concern

How quickly
do we expect
the transfer of
online retail to
5paisa to
happen?

Can you throw
light on the
real estate
piece in terms
of sales or
valuation?

What is the
thought
process on
buyback from
the
management's
view?

Management
Response &
Investment
Implication

Mgmt
clarified that
the swap
ratio (1:50) is
fixed and
they are
currently
waiting solely
on SEBI/
Exchange
NOCs. The
delay in
demerger
remains a
primary
overhang on
the retail
business's
valuation and
operational
efficiency.

Mgmt stated
they are not
distressed
sellers and
will not sell
properties in
Chennai/
Hyderabad/
Pune until
they get a
"good price."
This implies
that capital
locked in real
estate will not
be unlocked
in the
immediate
1-2 quarters.

Mgmt is
currently
taking a
conservative
view to
preserve
cash and is
focusing on
the existing
30-35%
dividend
payout policy.

Evaded /
Not
Addressed

Specific
date of
NOC
receipt

3.0

Expected
valuation 3.0
ranges

Specific

cash

threshold 35
for

buyback

Credibility
(1-5)

Verdict

Evasive
(Regulatory)

Vague but
firm

Cautious



Management
Relevance Analyst/ Theme Underlying Response &

Evaded /

Credibility
i Category Not
(1-5) Firm Cluster Concern Investment (1-5)
.. Addressed
Implication

Q# Verdict

Investors
should not
expect
immediate
capital return
via buybacks
until
regulatory
matters
settle.

PATTERN FLAGS & SENTIMENT Analyst interest was surprisingly narrow, focusing entirely on Capital
Allocation and Structural Transitions. The primary anxiety was the stagnation of the 5paisa demerger and the
unlocking of value from non-core real estate assets. Management was defensive on both fronts—attributing the
demerger delay to external regulatory timelines and the real estate stagnation to a refusal to sell at "distressed"
prices.

Analyst Sentiment Verdict: Analysts appeared cautiously skeptical regarding the timeline of corporate
actions. While the operational numbers were strong, the lack of a definitive date for the 5paisa NOC creates a
"waiting game" sentiment. Credibility remains stable due to strong IB performance, but the "Admin Cost" spike
went unchallenged in this short call, leaving a potential blind spot for future margin performance. The greatest
risk is the potential for further regulatory hurdles slowing down the 5paisa transaction.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY23 Analysis) This Quarter (Q1FY24) Direction
Revenue Growth Total Income: [294.8 Cr Total Income: [411.0 Cr 1 Improving
PAT Performance PAT: [43.8 Cr (Down 37% YoY) PAT: [¥5.4 Cr (Up 75% YoY) 1 Improving
IB Market . - o . . . .
. Cooling activity; realizations lower Ranked #1 in Equity IPOs (Prime Database) t Improving
Standing
General investigation (NSEL/ Specific SEBI ban issued and then stayed by .
Regulatory Status | Risk Added
SEBI) SAT
Distribution Mix [41 Cr (High base of NCDs) 85 Cr (AIF/PMS/Insurance focus) t Improving
Headcount stable; Tech/Admin spend spiked !
Cost Structure Headcount growth (2,136 to 2,500) L
63% Deteriorating
Margin Profile PBT Margin: 20.8% PBT Margin: 24.9% t Improving
Thesis Context "Weak Miss" / Profitability collapse  "Strong Beat" / Multi-engine growth t Improving

STOP HERE.
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