lIFL Capital Services Ltd — Aug 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline (Strategic) / Beat (Operational vs Q4) One-line: IIFL Capital is successfully rebounding from the
Q4 regulatory reset, leveraging mark-to-market windfalls (BSE shares) to fund an aggressive, high-cost pivot

into Wealth Management that is already showing early asset-gathering traction.

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 (vs
Q4)

Moderate

Neutral

Strong

Improving

Q#2 (Wealth
Split)

Margin Dilution

Investment

Deteriorating
(Yoy)

Stable

Distorted

Stable

Strong

Stable

Reliable

Op-Ex Burn

Optimistic

Signal | Evidence

PAT of [174.5 Cr is a 37% QoQ recovery; Revenue grew 19%
QoQ.

36% of PAT ([63 Cr) driven by "Other Income" (M2M gains on
BSE shares) rather than core ops.

Mgmt maintains the shift to Wealth but admits C/I will remain
"elevated" at ~75% for the non-institutional side.

Clear execution on RM hiring (50 active) and transparency
regarding the "build-out" cost hit.

Distribution Assets reached [B5,700 Cr (up 14% QoQ); pivot to
annuity fees is accelerating.

Mgmt confirmed RM salaries range from [b0L+; targets 75-100
RMs by year-end.

Mgmt response: Investing in "People, Product, Process" now for
future scale; benefits to trickle in next year.

Aggressive RM hiring and tech spending; doubling down on HNI/
UHNI segments.

Annualized ROE fell to 27% (from 33% in FY25) due to rising
fixed employee costs.

Cash market share held at 2.57%; yields on FPD maintained at
0.75-0.9% (implied).

High non-cash M2M gains vs cash outflows for RM hiring.

Strong IB pipeline (8+ active mandates) and 500+ PCG RM
network provides a distribution "moat."

Net worth reached [2,700 Cr; BVPS up to [B80.9.

99% of accounts opened digitally; focus shifting to "Asset
Gathering" efficiency.

Delivered on the promise to rebrand (IIFL Capital) and scale the
RM count.

Employee costs rose 36% YoY; business is vulnerable if "Other
Income" windfalls cease before Wealth scales.

R. Venkataraman sounded confident in the "Transformation"
despite current margin pressure.

Sentiment: [INeutral Key Takeaways (Positives & Negatives): * Positives: The transition to a "Wealth First"
model is visible in the numbers, with Distribution Assets growing to [B5,700 Cr (up from 81,300 Cr in Q4).
Institutional/IB revenue doubled QoQ to [200 Cr, signaling a rebound in capital market activity. The company has



a significant capital cushion with a Net Worth of [2,700 Cr to fund its 12-18 month "J-curve" transition. *
Negatives: Core retail brokerage is still 28% below year-ago levels due to SEBI's regulatory tightening on
derivative expiries. Employee costs continue to climb (up 8% QoQ to [176.3 Cr) as senior RM hiring (salaries
[bOL+) precedes revenue generation. A significant portion of the PAT beat is "low quality” M2M gains on BSE
stake. * The Street's Concern: Analysts are focused on the "Cost-to-Income” ceiling. Mgmt's admission of a
75% C/I ratio for the retail/wealth side implies that earnings growth will lag asset growth for the next 3-4 quarters.
* Forward-looking Watchpoint: RM Productivity. With a target to reach 100 RMs by year-end, the critical metric
is whether Distribution Income (currently (145 Cr) starts growing at a faster clip than Employee Costs (currently
(176 Cr).

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT is the primary source. Concall used for commentary and unlisted
metrics.



Current Qtr QoQ
(Q1FY26) Change

Mgmt Commentary

Total Revenue (O Driven by IB rebound and Other Income

(680.4 1 6% 1 19% 1 )
Cr) spike.
Retail Brokerage ([ YoY drop due to SEBI F&O expiry norms;
[187.6 1 28% 1 15% -
Cr) QoQ recovery on volumes.
. QoQ dip due to seasonality in insurance
Dist. Income ([ICr) 1451 1 37% 1 24% ! .
(March spike).
Insti/IB Revenue ([ Banking/Insti revenue "virtually doubled" from
[200.0 (est) - 1 100% 1
Cr) Q4FY25.
Primarily M2M gains on BSE shares (up from
Other Income (CUCr) [63.0 1 1475% 1 73% 1
4 Cr YoY).
Employee Cost (U Driven by senior RM hiring for HNI/UHNI
[176.3 1 36% 1 8% ! )
Cr) Wealth build-out.
Operational recovery offset by high hiring
PAT (TCI) (OCr) (174.5 1 4% 1 37% 1
costs.
Annualized; lower YoY due to cost-heavy
ROE (%) 27% 1 18% 1 12% !

transition.

. . Cash flow statement not provided in Q1
CFO-to-PAT Ratio Not in doc - - -

interim docs.
Distribution Assets )
(ocn [B5,700 1 14% 1 14% 1 Strong growth in MF/AIF/PMS assets.
Mutual Fund AUM . _—
(ocn 16,530 1 16% 1 15% ) Focus on "Asset Gathering" yielding results.
Equity Assets (DP) Reflects client retention and market
[2,08,400 1 10% 1 10% 1 L
(0cr) appreciation.
Market Share - Market share remains stable in the 2.5%
2.57% - 1 2% -
Cash (%) range.
Market Share - F&O 0.62% F&O share stable; volumes hit by regulatory
. (1] - - =
(%) changes.
ADTO - Cash (CCr) [2,968 1 11% 1 17% - QoQ volume recovery in cash segment.
Regulatory headwinds persist; QoQ recover
ADTO - F&O (OCr)  [2,20,263 1 31% 1 16% - gulatory P QoQ y

noted.

2B. SEGMENT BREAKDOWN

Revenue (0 Margin (C/
Segment Trend Key Development

Cr) )]
Institutional & . Revenue doubled QoQ; pipeline

~[200 ~0% High 1 Above )
1B remains robust.
Retail Broking [187.6 -28% 75% (est) - Below Pivoting to a "Wealth acquisition” funnel.

i i . . MF/AIF assets up 14% QoQ); anchor of
Financial Dist. 1451 +37% High 1 Leader .
the thesis.

Interest Stable interest earnings on margin

~[100 = High - In-line
Income ¢ funding.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Mathematical Feasibility

Historical
Delivery

Guidance

Guidance

Guidance

Strategy

Macro

Balance

RM Hiring

Wealth
Transition

Asset Mgmt

Open
Architecture

Market View

Dividend

Target 75-100 RMs by FY26
end (currently 50).

Cl/I ratio of ~75% for non-
institutional business.

Building internal
manufacturing for PMS/AIF.

Move to 100% open
architecture for wealth.

Strong macro (low inflation/
healthy monsoon).

Maintain payout consistency.

Needs ~12-16 new senior hires
per quarter.

High hurdle; requires Distribution
Income to grow >40% YoY.

Scale currently small; needs
specialist hires to compete.

Lowers manufacturing risk but
caps margin vs own-PMS.

Supports primary market/IB
pipeline for H2FY26.

[B/share declared in FY25; Q1
payout not specified.

Delivered

In-Progress

First entry

Delivered

New Signal

Reliable

Low

Medium

Medium

Low

Low

Low



4. ANALYST Q&A



Q# Rel.

1 5.0
2 4.5
3 4.0

Theme
Cluster

Analyst /

Categor
Firm gory

Prayesh
Jain,
Motilal
Oswal

Wealth
Strategy

Business
Overview

Prayesh
Jain,
Moatilal
Oswal

Segment

. Financials
Reporting

Prayesh
Jain,
Motilal
Oswal

Manufacturing  Strategy

Underlying Concern

"How many RMs added
and what is the quality
of RMs (salaries)?"

"Would you segment
customers... reported
separately with respect
to clients, AUM?"

"What kind of
products...manufacturing
of PMS, AlFs?"

Management
Response &
Investment
Implication

Management
confirmed
adding 50
RMs targeting
HNI/UHNI
clients with
salaries in the
60 lakh+
range. High
fixed costs
are being
front-loaded,
creating a
margin drag
in FY26
before assets
scale.

Management
plans to

segment (1 Cr

vs 5-25 Cr)
but will only
report
separately
once
business
reaches
"critical
mass."
Investors will
have limited
visibility into
unit
economics of
the new
wealth team
for 2-3
quarters.

Management
is recruiting
specialists for
internal AIF/
PMS
manufacturing
but remains
committed to
an "open
architecture”
model.
Strategy
balances
higher-margin

Evaded / Cred
[\[o] (1-
Addressed 5)

Verdict

Clear and
None 5.0 n
guantified
Exact
o Vague but
timeline for 3.0
. useful
reporting
None 4.0 Directional



Q# Rel.

4 5.0
5 4.0
6 4.0

Analyst /

Firm

Prayesh
Jain,
Motilal
Oswal

Chetan,
Mahindra
MF

Chetan,
Mahindra
MF

Theme

Categor
Cluster gory

Profitability Financials
Revenue Mix Financials
Wealth Unit . .

Financials
Econ

Underlying Concern

"How should we see
cost-to-income at least
for this year?"

"What is in the [134 Cr
'Other' segment (non-
brokerage/FPD)?"

"What sort of revenue
and cost is associated
directly with this [new
wealth business]?"

Management
Response &
Investment
Implication

Evaded / Cred
[\[o] (1-
Addressed 5)

Verdict

own-products
with the trust

of third-party

distribution.

Management
admitted C/I
for non-
institutional
business will
remain
elevated at
~75% this
year due to
hiring. Profits
will remain
suppressed
throughout
FY26 as RM
productivity
lags
headcount.

Specific
guidance

None 4.0

Management
clarified this
includes
~[100 Cr of
interest
income, which
has remained
stable YoY.
Confirms
interest
income is a
core
defensive
pillar of the
revenue

Specific

None 45
breakdown

base.

Management
noted the new
wealth team
generated
~[8 Cr
revenue this
quarter vs a
full-year FY25
cost of [¥0
Cr. Highlights
the current
"burn" phase
with revenue
covering only

Q1 specific

3.0 Hedged
costs



Q# Rel.

7 4.0
8 4.5
9 3.5

Analyst /

Firm

Keshay,
White
Pine

Aditya
Bhatia,
Electrum

Aditya
Bhatia,
Electrum

Theme

Categor
Cluster gory

Insti/IB Split Financials
RM Management
Headcount Commentary
. Business
Insurance Biz .
Overview

Underlying Concern

"Could you please

provide the breakup of

IB and Institutional
Equities?"

"Guide for how many
more RMs you are
planning to add?"

"Can you speak a little
on your insurance
business?"

Management
Response &
Investment
Implication

Evaded / Cred
[\[o] (1-
Addressed 5)

Verdict

~40% of the
quarterly cost
run-rate.

Management
broke down
the (200 Cr
segment into
150 Cr
brokerage
and [50 Cr
investment
banking fees.
Demonstrates
that
institutional
brokerage
remains the
volume driver,
while IB
provides the
lumpy upside.

None 5.0 Quantified

Management
plans to
increase RM
count from 50
to 75-100 by
the end of the
full year. This
implies a
50-100%
increase in
the most
expensive
talent pool,
ensuring
margin
pressure
persists.

Specific
target

None 4.0

Management
noted a dip in
Q1 premium
(C10 Crvs
[23 Crin Q4)
due to
seasonality,
alongside
investments
in "Livlong"
(wellness).
Insurance

None 4.0 Quantified

remains a



Management
Response &

Evaded / Cred

Analyst/ Theme

# Rel. Categor
Q Firm Cluster gory Investment

L. Addressed 5)
Implication

secondary
cross-sell
rather than a
primary
growth
engine.

PATTERN FLAGS & SENTIMENT Analysts were intensely focused on the Unit Economics of the Wealth
Build-out. Multiple questions probed the "burn rate" of new RMs, their salary brackets ((50L+), and the time to
break even. Management was transparent about the ~75% Cost-to-Income ratio and the fact that current
revenue from the new team ([8 Cr) is significantly below their cost base. The posture was one of long-term
investment, framing the margin contraction as a necessary price for pivoting away from volatile retail brokerage.

Analyst Sentiment Verdict: Cautiously optimistic on strategy, but skeptical on near-term earnings. The friction
point is the "Other Income" dependency—without the BSE M2M gains, the bottom line would have looked much
thinner given the RM hiring spree. Management's credibility is high regarding execution, but the market will likely
wait for the RM productivity "delta" before re-rating the stock.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Q4 FY25) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | RM Headcount | Targeted "Aggressive Hiring." | Targeted
75-100 RMs. | Quantified the hiring pace; higher cost impact than initially modeled by the street. | Medium | |
Wealth Rev. | Transitioning to Wealth. | New team revenue is only [8 Cr. | Highlights the long gestation period
for senior RMs to move their "books." | Medium | | Cost Control | Focused on "Efficiency.” | C/I ratio remains at
75%. | Pivot is more cost-intensive than "efficiency" rhetoric suggested. | High |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q4FY25)

This Quarter (Q1FY26) Direction

Revenue Run-rate 573.5Cr [680.4 Cr 1 (Recovery)
PAT Performance [127.3 Cr (hit by ESOPSs) [174.5Cr 1 (Strong QoQ)
Other Income [86.0 Cr [63.0 Cr (BSE M2M) 1 (Non-core)

Underlying Concern [\[o] (1- Verdict

Dist. Assets

RM Team Status
FPD Yield Mix
IB Pipeline

Annualized ROE

STOP HERE.

(81,300 Cr
Planning/Foundation
Heavy on Insurance (Mar)
"Lackluster" (Mgmt quote)

~20-22% (Implied)

(85,700 Cr

50 RMs Active; 100 Target
MF/AIF/PMS Focus
"Strong" / Doubled Revenue

27%

1 (Strategic Pivot)
1 (Execution)
o (Mix Shift)
1 (Improving)

1(QoQ)
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