MOFSL | Quarterly Update

Motilal Oswal Financial Services Limited

Strong performance reflected in valuation

In Q3 FY24, Motilal Oswal Financial Services Limited (MOFSL) demonstrated
a strong performance, the retail cash market share increased by 170 bps on a
YoY and 40 bps on a QoQ basis, settling at 7.5%. The number of NSE active
clients recorded a decline of ~9% on a YoY basis, standing at ~0.82 Mn, due
to which the Company’s market share in the NSE active clients fell from 2.4%
in Q2FY24 to ~2.3% in Q3FY24. The AUM of Motilal Oswal Asset
Management Company (MOAMC) grew by 40% on a YoY basis, led by the
inflow of NFO and mark-to-market gains. The AUM of the Wealth segment
witnessed an impressive growth of ~117% on a YoY basis in Q3 FY24. Motilal
Oswal Home Finance Ltd (MOHFL) reported an AUM growth of 2% on a YoY
basis, resulting in a 6% YoY growth in NIl in Q3 FY24.

Continue to add Relationship Managers (RMs) across segments

In Q3 FY24, the Company continued to expand its sales team and increase RMs
across various segments in the future. In the housing finance segment, the
Company had onboarded 232 RMs during the quarter (growth of 37% on a
QoQ basis), taking the total count to 856. Additionally, they want to grow this
RMs count to 1,000 in FY24, which will impact its cost-to-income ratio. In the
segment of private wealth management, the Company has been consistently
increasing the number of RMs, progressing from 182 RMs in FY23 to 233 in
Q3FY24, with a target of reaching 300 RMs by FY26. This expansion had an
impact on the Company's margin profile. However, the Company expects to
regain these margins in six to eight quarters. Furthermore, the Company is
actively adding RMs to its private wealth management business in tier Il cities,
recognizing the presence of a significant number of new investors residing
outside major metropolitan areas.

Strong performance in the capital market segment

In Q3 FY24, the capital market segment contributed ~75% of the revenue. This
segment showcased a strong performance by growing 36% on a YoY and 1% on
a QoQ basis. Furthermore, this segment reported an all-time high quarterly
profit of Rs. 2,016 Mn, reflecting a growth of 44%/ 12% on a YoY/ QoQ basis.
Within the segment, brokerage revenue, which contributed ~52% of the
capital market segment, showcased a growth of 23% on a YoY basis, led by a
strong surge in cash volume. Interest income and IB business also witnessed
strong growth of 68% and 306% on a YoY basis, respectively. The Company’s
continuous focus on adding quality customers helped MOFSL to improve
ARPU, which is up 53% on a YoY and 37% on a QoQ basis.

View & Valuation

We expect MOFSL to improve its ARPU in the broking segment, grow its
distribution AUM, increase its wealth management AUM and grow its housing
finance segment loan book, led by a constant increase in RMs across segments.
Based on our revised estimates, we have changed our view from ‘BUY’ to
‘NEUTRAL’ on MOFSL with a target price of Rs. 1,856, using the ‘Sum-Of-The-
Parts’ (SOTP) method for FY25E.
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NEUTRAL

CMP Rs. 1,749

TARGET Rs. 1,856 (+6.1%)
Company Data

Bloomberg Code MOFS IN
MCAP (Rs. Mn) 2,56,876
0/S Shares (Mn) 149
52w High/Low 1,860 /551
Face Value (in Rs.) 1
Liquidity (3M) (Rs.
Mn) 600
Shareholding Pattern %

Dec Sep Jun

23 23 23
Promoters 69.39 69.53 69.66
Flls 6.48 6.29 6.41
Dlls 6.76 6.29 6.11
Non-
Institutional 17.37 17.90 17.83
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Source: Keynote Capitals Ltd.

Key Financial Data

(Rs. Bn) FY23 FY24E  FY25E
Revenue 42 64 73
Net Profit 9 23 26
Total Assets 230 336 430
Net Worth 63 87 117
ROA (%) 4% 7% 6%
ROE (%) 15% 26% 22%

Source: Company, Keynote Capitals Ltd.

Chirag Maroo, Research Analyst
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Q3 FY24 Result Update

Result Highlights (Rs. Mn)

Q3FY24 Q3FY23 C':?_':fs)% Q2FY24 c(hg_’;g_z;% 9MFY24 9MFY23 cr(';':fs)% FY23

Revenue from Operations 17,843 10,755 65.9% 16,392 8.9% 49,265 31,497 56.4% 41,771
Expenses
Fees and commission expense 2,784 2,215 25.7% 2,801 -0.6% 7,760 6,579 17.9% 8,613
Impairment on financial

27 100 -73.1% 106 -74.7% 367 375 -2.1% 428
instruments
Employee benefits expense 3,038 2,607 16.5% 3,099 -2.0% 9,315 7,364 26.5% 10,084
Other expenses 1,114 955 16.6% 1,341 -17.0% 3,480 2,851 22.0% 3,882
EBITDA 10,881 4,879 123.0% 9,045 20.3% 28,343 14,328 97.8% 18,765
Finance Cost 2,624 1,694 54.9% 2,411 8.8% 7,194 4,063 77.1% 5,958
Depreciation and amortization

240 167 43.9% 173 39.2% 586 456 28.5% 584
expense
Other income 70 50 40.4% 115 -39.1% 459 138 231.8% 200
Total expenses 9,827 7,738 27.0% 9,931 -1.1% 28,702 21,688 32.3% 29,549
PBT 8,086 3,068 163.6% 6,576 23.0% 21,022 9,948 111.3% 12,423
Tax 1,471 812 81.3% 1,242 18.5% 3,812 2,289 66.5% 3,094
Share of associates -3 17 -114.5% -12 -79.2% -0 34 -100.3% 20
PAT 6,612 2,273 190.9% 5,322 24.2% 17,210 7,693 123.7% 9,348
EPS 44.3 15.3 35.8 115.5 51.3 62.7

Segment Highlights (Rs. Mn)

Change %

0, 0,
Change % g \ipv2a  ompy2s Chanse %

Q3FY24 Q3FY23 (Q-0-Q) (Y-0-Y)

(Y-0-Y) Q2FY24

Capital Markets

Revenue 10,285 7,565 36.0% 10,191 0.9% 29,323 20,892 40.4% 28,326
PAT 2,016 1,397 44.3% 1,796 12.2% 5,393 3,702 45.7% 5,047

PAT Margin % 19.6% 18.5% 113 Bps 17.6% 198 Bps 18.4% 17.7% 67 Bps 17.8%
Asset and Wealth Management

AMC Revenue 1,721 1,412 21.9% 1,501 14.7% 4,599 4,243 8.4% 5,551

Private Equity Revenue 452 525 -13.9% 461 -2.0% 1,342 1,248 7.5% 1,770

Wealth Management Revenue 699 581 20.3% 571 22.4% 1,912 1,571 21.7% 2,228

PAT 789 672 17.4% 682 15.7% 2,128 1,924 10.6% 2,584
PAT Margin % 27.5% 26.7% 78 Bps 26.9% 55 Bps 27.1% 27.2% -15 Bps 27.1%
Housing Finance

Net Interest Income (NII) 801 754 6.2% 773 2.7% 2,339 2,207 6.0% 2,962

NIM % 7.7% 7.7% 0 Bps 7.7% 0 Bps 7.7% 7.8% -10 Bps 7.7%

PAT 363 363 0.0% 328 10.7% 978 1,018 -3.9% 1,333

Source: Company, Keynote Capitals Ltd.
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Capital Markets segment quarterly business progression

Improvement in cash ADTO market share ARPU increasing on a QoQ and a YoY basis
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Asset and Wealth Management segment quarterly business progression

AMC AUM (Rs. Bn) Growing wealth management AUM (Rs. Bn)
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Source: Company, Keynote Capitals Ltd.
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Housing Finance segment quarterly business progression

Liability Mix (Q3 FY24)

Loan book (Rs. Bn)
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Q3 FY24 Conference Call Takeaways

Capital Markets

The Capital Market segment achieved its highest-ever PAT in the quarter,
driven by sustained momentum and increased market share in the cash
segments.

NSE active clients stood at ~0.82 Mn during the quarter, with a market
share of 2.3%

Investment banking business completed 6 deals during the quarter.
The Company acquired 0.44 Mn new clients in 9MFY24.
The F&O ADTO grew by 95% and 8% on a YoY and QoQ basis, respectively.

The number of Franchisees increased from 8,713 in Q2FY24 to 9,397 in
Q3FY24.

The Company sees a huge potential to cross-sell the distribution segment.

The Company is assigning dedicated RMs for distribution and using data
analytics to target the relevant set of customers within its active customer
base.

Asset and Wealth Management

During the quarter, the Company added 2,61,000 new SIP investors, which
increased by 293% on a YoY and 24% on a QoQ basis.

The Company added a net 12 RMs in the Q3FY24, resulting in higher
employee expenses.

During the quarter, the Company exited its partial investment in private
equity through IPO in Happy Forgings Limited and Updater Service Limited
at IRR of 32.5% and 15.5%, respectively.

During the quarter, the Company introduced small-cap MF NFO, attracting
the highest inflow of Rs. 12.4 Bn in its category.

Housing Finance

Retail disbursement grew by 53% on a YoY and 25% on a QoQ basis.
Further, the Company anticipates strong QoQ growth in disbursement and
AUM.

The Company is focusing on enhancing productivity through improvement
in TAT and approval ratio.

In the housing finance segment, the cost-to-income ratio is expected to rise
as the Company is actively recruiting and is in an investment phase for this
business. The Company has added a net 232 sales RM in Q3FY24.

The Company is witnessing QoQ improvement in collection efficiency,
which will maintain GNPA <2% and NNPA <1.5% going forward.

KEYNOTE
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KEYNOTE

Financial Statement Analysis

Income Statement

Segmental Data

Y/E Mar, Rs. Mn FY22 FY23  FY24E  FY25E  FY26E Y/E Mar, Rs. Mn FY22  FY23  FY24E  FY25E  FY26E
Revenue from Operations 42,968 41,771 64,154 72,785 79,970 Capital Markets
Growth % 19% -3% 54% 13% 10%
Revenue (Mn) 25373 28,326 36,445 42,098 46,035
Expense
Feesand commission expense 8,929 8613 9643 10937 12015 ' ) 413907 5,041;7 6,7402 7,7808 8,2216
::S‘t,i:::;,g on financial 047 1o o4 . 481 ;/'-\v'll'cMargm % 19.3%  17.8%  18.5%  18.5%  18.0%
Employee benefits expense 8,676 10,084 12,535 13,854 15,219 AUM (Bn) 490 454 704 869 1,047
Other expenses 3225 3252 3662 4397 - 4,597 QL e (Mn) 6225 5551 7,037 8689 10,470
EBITDA o 21,193 19,414 37,800 42,960 47,659 w 127%  122% LoUk 100%  LOOK
eDXe;)erEzleatlon and amortization 483 584 643 729 e Wealth Management ' . ‘ . .
Finance Cost 4782 5958 9,000 10,573 11614  Aym (Bn) 344 520 988 1,186 1,423
Other income 230 200 130 130 130 Revenue (Mn) 1,941 2,228 3458 4,150 4,980
Total expenses 27,040 29,549 36,835 41,270 45,336 )
PBT 16,158 12423 27,089 31,645 34763  C9% 0Sg% 043% 035% 035%  0.35%
Tax 3051 3094 4941 5696 6257 Private Equity
PAT 13,107 9,328 22,508 25,949 28,506 AUM (Bn) 74 103 105 110 116
Share of associates 17 20 64 365 400 Revenue (Mn) 1,306 1,770 1,730 1,817 1,850
PAT incl share of associates 13,125 9,348 22,573 26,314 28,906 Yield % 1.76% 1.72% 1.65% 1.65% 1.60%
Shares (Mn) 149.1 1480 1485 1485 1485 Housing Finance
EPS 87.9 £3.0 1515 1747 1919 Loan Book (Bn) 34.9 38.4 39.2 43.1 47.4
Balance Sheet NI 2,710 2,962 3,016 3,318 3,697
Y/E Mar, Rs. Mn FY22 FY23  FY24E  FY25E  FY26E NIM % 7.8%  77%  77%  77%  7.8%
Cash, Cash equivalents & Bank 53,153 88,369 1,22,391 1,40,195 1,63,315 Net worth (Mn) 10,070 11,477 12,738 14,246 15,905
Investments 46,849 47,870 65356 87,512 1,08,251
Debtors 10,033 10,291 14,378 19,836 24,537 Valuation Ratios
Loans 49,045 72,176 1,13,284 1,57,522 2,02,069 Particulars FY22  FY23  FY24E  FY25E  FY26E
Other financial assets 3,559 2,917 11,328 11,668 14,434
. Per Share Data

Property, plant & equipment 3,237 4,265 4,357 5,834 7,217
Current tax assets (net) 338 349 523 700 866 EPS 879 630 1515 1747 1919
Deferred tax assets (net) 635 607 959 1,284 1,588 Growth % 9%  -28%  141% 15% 10%
Other Intangible assets 330 393 610 817 1,010 Book Value Per Share 382 425 588 787 973
Other non-financial assets 2,054 2,863 3,311 4,201 5,196 Return Ratios
Total Assets 1,69,233 2,30,099 3,36,498 4,29,569 5,28,484 Return on Assets (%) 8% 2% 7% 6% 5%

. Return on Equity (%) 23% 15% 26% 22% 20%
Creditors 37,009 34,484 60,999 81,678 1,01,035
Debt Securities 39,688 69,651 91,499 1,16,683 1,44,335 Return on Capital Employed (%) 17% 10% 17% 15% 13%
Borrowings 21,827 33,108 46,185 58,342 69,281 Valuation
Deposits 10 17 44 58 72 PE (x) 16 11 10 9
Other financial liabilities 8,380 24,548 43,571 46,673 57,734 Price to Book (x) 2.3 29 2.2 1.8
Current tax liabilities 317 367 349 467 577
Provisions 2,442 2,364 3,486 4,667 5773
Deferred tax liablities 1,880 2,105 2,440 3,267 4,041
Other non-financial liablities 675 624 784 1,050 1,299
Share Capital 149.1 147.9 148.2 148.2 148.2
Other Equity 56,595 62,375 86,490 1,15,979 1,43,631
Non-controlling Interest 263 309 504 556 556
Total Equity & Liabilities 1,69,233 2,30,099 3,36,498 4,29,569 5,28,484

Source: Company, Keynote Capitals Ltd. estimates

Source: Company, Keynote Capitals Ltd. estimates 6
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KEYNOTE Rating History

Market Price at

Recommendation Upside/Downside
30t Dec 2022 BUY 686 +30.6%
25t Jan 2023 BUY 692 +27.2%
2" May 2023 BUY 608 +17.9%
315t July 2023 NEUTRAL 840 +6.2%
37 Nov 2023 BUY 1,012 +13.0%
29t Jan 2024 NEUTRAL 1,749 +6.1%

Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

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 KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain

category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 7
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Specific Disclosure of Interest statement for subjected Scrip in this document:

Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives
Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO

Whether the Research Entity [KCL] and its associates; Research Analyst and its Relatives, have actual/beneficial ownership of 1% or | NO
more securities of the subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance.

The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by KCL and is meant for sole use by the recipient and not for circulation. The report and information contained herein
is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the
media or reproduced in any form, without prior written consent of KCL. The report is based on the facts, figures and information that are believed to
be true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly
available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or
sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. KCL will not treat recipients as customers by virtue of their receiving this report
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Disclaimer:

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written
consent. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or
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