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Moderator:  Ladies and gentlemen, good afternoon and welcome to the IIFL earnings conference 
call for the quarter and year ended March 31st 2010. Joining us on this call today are 
Mr. Nirmal Jain, Chairman, Mr. R. Venkataraman, Executive Director and Mr. Kapil 
Krishan, Chief Financial Officer of IIFL. As a reminder for the duration of this 
conference, all participants’ lines will be in the listen-only mode and there will be an 
opportunity for you to ask questions at the end of today’s presentation. If you should 
need assistance during this conference call please signal an operator by pressing * and 
then 0 on your touch-tone telephone. Please note that this conference is being 
recorded. I would now like to hand the conference over to Mr. R. Venkataraman. 
Thank you and over to you Mr. Venkataraman. 

R. Venkataraman:  Thank you and good afternoon friends. On behalf of team IIFL I thank you for joining us 
on this call. I am R. Venkataraman, Executive Director and I am accompanied by Nirmal 
Jain, Chairman and Kapil Krishan our Chief Financial Officer. 

As you are aware, we are a diversified financial services company and we have 
multiple businesses, which are carried on in different subsidiaries. Hence I will be 
referring to consolidated numbers in today’s call as they give a true and fair 
representation of our performance. 

For the year ended March 31st, 2010, our total income was Rs.11239 million, which is 
up 28% on a year-on-year basis. Our Profit before Tax for the year stood at Rs.3547 
million up 62% on a year-on-year basis. Our Net Profit before Minority Interest was 
Rs.2340 million up 49% on a year-on-year basis. Our Net Profit after Minority Interest 
was Rs.2320 million up 60% on a year-on-year basis. 

For the quarter ended March 31st, 2010 our total income was Rs.3098 million up 84% 
on year-on-year basis and up 7% on a quarter-on-quarter basis. Our Profit before Tax 
for Q4 FY2010 stood at Rs.792 million up 172% on a year-on-year basis and down 18% 
on a quarter-on-quarter basis. Our Net Profit before Minority Interest for Q4FY2010 
was Rs.523 million up 101% on a year-on-year basis and down 16% on a quarter-on-
quarter basis. For Q4FY2010 our Net Profit after Minority Interest was Rs.522 million 
up 106% on a year-on-year basis and down 12% on a quarter-on-quarter basis. 

I will now present a review of each of our various businesses.  

Equities and commodities broking business 

During the year, our equities brokerage-related income grew 35% year-on-year to 
Rs.6148 million.  For Q4FY2010, equities brokerage-related income grew 51% year-on-
year basis, but fell 2.4% quarter-on-quarter to Rs.1475 million. From this quarter, we 
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are reporting brokerage income net of service tax in line with new accounting 
standards. Our average daily trading volumes were Rs.35 billion up 57% on a year-on-
year basis. Our average daily trading volumes during Q4FY2010 were Rs.37 billion up 
93% year-on-year basis but down 1.7% on a quarter-on-quarter basis. 

During FY2010, our market share on the National Stock Exchange has remained at 
3.8%, virtually the same as it was in FY2009. During Q4FY2010, our market share on 
the National Stock Exchange was at 3.9%, which is the same as during Q3FY2010 while 
it was 3.5% during Q4FY2009. Overall yield has reduced from 8.3bps in FY2009 to 
7.2bps in FY2010 on the back of increased proportion of futures and options volumes 
in the later half of the year. On a quarter-on-quarter basis, yield is marginally up at 6.7 
bps. Our customer base increased to reach 0.8mn customers at the end of FY2010. 

Like we had mentioned in the previous conference call as well, we do not divulge the 
relative shares of retail and institutional broking.  

Average commodities trading volumes were Rs.4.1 billion, up 54% on a year-on-year 
basis. During Q4FY2010, the average commodities trading volumes were Rs.4.7 billion 
up 46% year-on-year and up 7% on a quarter-on-quarter basis. Our commodities 
brokerage income grew 47% year-on-year to reach Rs.248 million. For a quarter-on-
quarter comparison, our commodities brokerage rose 1.3% to Rs.68 million. 

We are now present in over 2200 business locations of which over 500 are owned 
branches.  

IIFL Securities Pvt. Ltd. our Singapore based subsidiary, recently received an in-
principal approval for securities trading and clearing membership from Singapore 
Stock Exchange. With this, we became the first Indian brokerage to get membership of 
the SGX.  

In February 2010, we held our first Global Investors Conference at Mumbai titled 
“Enterprising India” which was one of the biggest investor conferences in India so far. 
It had a participation of over 450 fund managers representing all the leading FIIs and 
Mutual Funds that invest in India, over 70 corporates representing market 
capitalization of over US$500 bn, world renowned economists and thought leaders 
They interacted through more than 500 group presentations, panel discussions and 
over 1000 one-on-one meetings. 

Investment Banking  

During the year under review, our investment banking business gained traction and 
during Q3FY2010 we did the QIPs of Gammon India and KSK Energy and we were the 
sole book running lead manager for Cox & Kings IPO. During Q4FY10, we did the IPOs 
of Infinite Computer Solutions and DQ Entertainment. Besides, during the year, we did 
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the QIPs of Cipla, Emami and were a member of the syndicate of Adani Power IPO. 
With benign capital markets and a buoyant investor sentiment, we expect growth in 
the investment banking business, which has a healthy deal pipeline.  

Income from investment banking rose multifold to Rs.387 million on a year-on-year 
basis but declined from Rs.284 million to Rs.57 million on a quarter-on-quarter basis. 
This is the lumpy nature of the business, which is dependent on transaction closure. 

Financing 

Financing income is up 10% on a year-on-year to Rs.2918 million. Our net NPAs on our 
portfolio are less than 1%, which reflects credit quality and risk processes. For the 
quarter, income rose to Rs.968 million. The loan book stood at Rs16 billion as on 
March 31st, 2010 which was Rs.9.6 billion as on March 31, 2009 and Rs.12 billion as on 
December 31st 2009. Our loan book largely comprises secured lending with mortgages 
contributing to 42% of the lending book, followed by margin funding, Loan against 
Share and personal loans at 35%, 17% and 6% respectively. 

Going ahead, we believe that our total book size is likely to grow at a faster pace in line 
with the improving macro economic scenario. Our focus will remain on secured loans 
especially mortgages and property loans. 

Life Insurance Distribution 

First year insurance premium mobilization in FY2010 was Rs.2443 million, which is 
down 8% on a year-on-year basis. Life Insurance Distribution income for the current 
year was Rs.536 million, which was up 11% year-on-year because of changes in 
product mix. Premium mobilization in Q4FY2010 was Rs.1028 million, which was up 
77% on year-on-year basis and up 64% on a quarter-on-quarter basis. For Q4FY201, 
the Life Insurance Distribution income was Rs.197 million, which is up 120% on a year-
on-year and up 44% on a quarter-on-quarter basis. 

The Life Insurance industry is going through a period of readjustment, which is caused 
by regulatory and capital market conditions. 

Online media  

We derive income from website banners, micro-sites and other marketing activities on 
our website www.indiainfoline.com. Income from this activity was Rs.659 million down 
7% year-on-year. 
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Wealth Management  

Wealth and Mutual Fund Advisory income for the current fiscal was Rs.332 million 
which is up 87% on a year-on-year basis. For the quarter ended March 31, 2010 
income from this division was Rs.76 million. We continued to successfully scale up our 
wealth management business, which has been among the fastest growing wealth 
management businesses in India with assets under advice having crossed Rs.50 billion. 
We have built one of the industry's strongest platforms across various product 
propositions, which feed into a strong advisory setup.  

We are awaiting the final approval from SEBI for our domestic AMC Business.  

Costs 

Direct costs have increased 38.3% on a year-on-year basis to Rs.1676 million. Direct 
cost was 15% of revenues in FY2010 as compared to about 14% in FY2009. Employee 
costs were Rs.3179 million for FY2010, which is up 16% on a year-on-year basis. For 
the quarter, employee cost grew 17% quarter-on-quarter to Rs.971 million. This 
increase in employee cost is primarily on account of increase in the number of 
employees as well as their average compensation. Our administration cost rose 5.6% 
year-on-year to Rs.2011 million in current fiscal year. For the quarter, this rose 15% 
qoq to Rs.592 million. 

Depreciation in FY2010 was Rs.534 million compared to Rs.396 million in FY2009 an 
increase of 35%. This increase has primarily been on account of capital expenditure 
made on purchasing our own corporate headquarters in Kamala Mills, Lower Parel and 
on expanding our overall infrastructure. 

Gross block as on March 31, 2010 stood at Rs.4929 million and as on March 31, 2010 
was Rs.3509 million.  

Interest cost in FY2010 was Rs.291 million as compared to Rs.331 million in FY2009. 
For the quarter March 31st, 2010 interest expenses rose to Rs.118 million. We expect 
interest cost to rise in current year as company borrows funds to expand its lending 
book. Cash and cash equivalent was Rs.9.57 billion as on March 31, 2010. Of this 33% 
was in liquid and liquid plus schemes of mutual funds, 31% was in fixed deposit of 
banks mostly pledged to obtain bank guarantees in favor of various exchanges for our 
broking business and about 31% was in bank balances as on year end. 

Debt on the balance sheet as on March 31, 2010 was Rs.15.1 billion. Of this Rs.3.6 bn 
was secured long term debt and the balance was in the form of short term debt. We 
have taken long term funds to fund our mortgage book.  
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Our liquidity position was high at year end due to long term secured borrowings we 
obtained in last few days of March and refunds received as on March 31, 2010 from 
IPOs. 

Other matters 

During the year, IIFL acquired Orient Global’s stake in two of its unlisted subsidiaries, 
India Infoline Investment Services Ltd (IIISL) and India Infoline Marketing Services Ltd 
(IIMSL) for a consideration of US$80 million. 

We have recently undertaken an advertising campaign to change the brand identity of 
the group from India Infoline to IIFL. We have retained Ogilvy & Mather as our 
advertising agency. 

We have taken an in-principle board approval for taking shareholders approval for 
raising capital by the way of QIP or GDR. This will be placed for shareholders approval 
in our forthcoming AGM. This is more of an enabling resolution to quicken the process 
if there is an opportunity. At this point, we do not have any concrete plans or need to 
raise funds. The shareholders will authorize the Board and therefore fund raising and 
dilutions whenever planned will come to the board and exchange and analysts will get 
intimation. For your information our previous fund raising in the listed parent was 
done at Rs.300 per share adjusted for stock split in January 2008. The company’s profit 
has improved significantly since then. 

Outlook  

Despite short term uncertainties, like interest rates and global factors like Greece 
default, we remain sanguine about the medium term prospects of Indian capital 
markets. Indian economy continues to grow. We continue to invest in people as our 
key strategy for future growth across all our lines of businesses. With this I have come 
to the end of my presentation, leaving the floor open for any questions that you may 
have. Thank you once again. 

Moderator:  Thank you very much. Ladies and gentlemen we will now begin with the question and 
answer session. Our first question is from the line of Ramnath V. of Birla Sun Life 
Insurance. Please go ahead. 

Ramnath V:  I have a couple of questions. One is in terms of the breakup of your loan book I did not 
get that if you can just repeat it? 

R. Venkataraman:  The loan book as of March 31st 2010, was Rs16 billion and this is largely mortgages 
which is about 42% of the book, margin funding is 35%, LAS is about 16% and 6% is 
personal loans. 
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Ramnath V:  Okay. And you said that this broad category would be maintained, this is the way you 
would want to keep it? 

R. Venkataraman:  As you are aware, we have discontinued personal loans. Broadly speaking this should 
be the mix, with an upward bias towards mortgages.  

Ramnath V:  Sure. And the second question is - what is your take on the international part of your 
business, both in terms of asset management and broking side? 

Nirmal Jain:  As you would have heard us in previous analyst calls, we started China research. We 
have got a very good response. But at this point in time we find it difficult to start 
broking operations in China. Our Singapore stock exchange membership should 
become active very soon. And besides this, we also have got a broker-dealer license in 
the US and we also have applied for licenses in Dubai and UK. Our international 
approach would be to have offices in all the leading centers and use the same 
infrastructure to cater to two segments of businesses - institutional equities business 
where we try and tap large FII investors who want to invest in India and also Indian 
diaspora of services for Indian equities broking and wealth management for those who 
want to invest in India. 

Ramnath V:  On the asset management side you said that you would be tapping both these 
segments only for India operations, investing in India? 

Nirmal Jain:  Yes, at this point in time we do not have any plans for setting up foreign AMCs catering 
to investors for the local market, as one of our competitors have done. Currently even 
our offshore funds will only be India focused and so will be our domestic AMC. 

Ramnath V:  Right. And then the fact that your plans to raise this enabling resolution for fund 
raising, what would be the direction of that funds that you want to use? Because your 
loan business is fairly well capitalized and you are saying that you are not looking to 
exactly look at the AMC part of the business for local markets and broking business is 
not capital intensive so where exactly will these funds be deployed in a broad set of 
sense? 

Nirmal Jain:  At this point in time as Venkat pointed out that we do not have any plans or any 
immediate needs for raising funds, but the way the regulatory environment works in 
India is that you require shareholders approval or the board needs to be empowered 
by shareholders to take a decision at a shorter notice whenever it is required. There 
can be any opportunity, it can be an overseas requirement, an acquisition or anything, 
but at this point in time there is nothing. In case such an opportunity comes up, the 
shareholders meetings take a couple of months which can be more undue delay in the 
process. As of today we do not have any plans to, or the board does not have any 
plans to take the process forward. 
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Ramnath V:  Sure, thanks. 

Moderator:  Thank you. Our next question is from the line of Kunal Shah of Edelweiss. Please go 
ahead. 

Kunal Shah:  Yes good afternoon sir, my question is with respect to direct cost, if I recollect last time 
we put round about 10 Crores of NPA in direct cost so is there any other item, because 
over and above that we are seeing round about 20% growth quarter-on-quarter? 

Nirmal Jain:  Yes, in fact the overall income also has gone up, but there is a marginal increase in the 
percentage of total income and this may vary from quarter-on-quarter. Direct cost 
comprises Exchange charges as well as sub broker payments and NPAs and whenever 
brokerage comes down, as a proportion the direct expenses may go up.   

Kunal Shah:  Okay. But there was no NPA booked in this quarter? 

Nirmal Jain:  Our net-NPAs are less than 1%. Whenever there is a requirement we provide for that 
every quarter based on the assessment of the books. 

Kunal Shah:  Yes, as compared to last quarter of 9 Crores how much would it be? 

Nirmal Jain:  It is about 5 Crores incremental this quarter. 

Kunal Shah:  Okay. 5 Crores and you mentioned our overall volumes have come down about 3500 
Crores for the full year so does that number come to round about 3700 for this quarter 
trading volumes? 

Nirmal Jain:  Yes. 

Kunal Shah:  Okay, yes, thank you. 

Moderator:  Thank you. Our next question is from the line of Pankaj Agarwal of Execution Noble. 
Please go ahead. 

Pankaj Agarwal:  Do you see any further write offs on this unsecured loan book in FY2011? 

Nirmal Jain:  Not anything which is disproportionate to the size of the book. 

Pankaj Agarwal:  Yes but it is still around? 

Nirmal Jain:  Any lending book, any bank or any NBFC balance sheet will always have some 
provisions which are prudent, required based on the delinquency. Even with the delay 
in payment by 180 days, there are certain norms which require you to make provision. 
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Say if you book 1600 Crores every quarter you will expect a similar kind of number 
appearing as provision. 

Pankaj Agarwal:  Yes, but given the movement of this book in the last 5 to 6 quarters, how do you see 
NPAs going forward in FY2011? 

Nirmal Jain:  If you look at our NPAs and provision they are significantly lower than what probably 
the industry would be based on, given the kind of portfolio. So I think that from that 
trend perspective it is a fairly healthy position. 

Pankaj Agarwal:  Okay. And on your loan book what is your incremental cost of funds? 

Nirmal Jain:  Incremental cost of fund, short-term we are able to borrow at around 5.5% to 6% and 
3 to 4 years we are borrowing at between 9 and 10%.. 

Pankaj Agarwal:  Okay. And what is the average yield on this loan book? 

Nirmal Jain:  Around 15% to 16%. 

Pankaj Agarwal:  And coming to your distribution business, given that there are talks of cutting down 
commission rates on insurance products or zero entry load on financial products, you 
think you need to change your business model? 

Nirmal Jain:  We are already in the process of changing our business model. If you look at our 
wealth business, we take advisory fee. I think one has to wait and watch the industry 
because it is too early to conclude anything. Within insurance also, our product mix 
has been changing for last couple of years. We have been moving towards more of 
endowment, pension and guaranteed return kind of product which will be less 
affected by these changes. 

Pankaj Agarwal:  My question was because anyway in your segmental breakup of revenues and 
operating income, operating margin in this segment is very low so do you think if the 
commission rates go down you need to change the number of advisors or overall 
distribution model? 

Nirmal Jain:  if you look at the entire insurance industry as such - we are not even 1% of that. So we 
will have to wait and watch because it is too premature to conclude and jump to what 
we are going to do. There have been talks for last couple of years but I do not think 
they have made much of a difference. Even if you look at mutual funds for that matter, 
everybody thought what will happen but now mutual funds have already come online. 
And that way we think that we are better placed to seize any new opportunity that is 
arising from that. 
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Pankaj Agarwal:  Can you throw some more light on this restatement of your numbers both on income 
side and expenses? 

Nirmal Jain:  There is no restatement on numbers. Only thing is that the income will report net of 
service tax, nothing else. So there is a new accounting standards and all of us will be 
moving towards IFRS. This has absolutely no impact whatsoever on the profitability or 
appearance of the financial health. 

Pankaj Agarwal:  Okay. And one last question on the capital raising, do you have any plans to raise 
capital this year? 

Nirmal Jain:  As I have said that at this point in time, we do not have any plans. We have taken 
enabling provision so the board can consider whenever there is a need or there is an 
opportunity to raise capital and utilize it fruitfully. 

Pankaj Agarwal:  Okay, thanks a lot sir, thank you very much. 

Moderator:  Thank you. Our next question is from the line of Amit Ganatra of Religare Asset 
Management. Please go ahead. 

Amit Ganatra:  Employee cost actually has gone up 17% quarter-on-quarter, is it because of bonus 
provision or something like that or is it that the staff has gone up? 

Nirmal Jain:  It is a combination of both. 

Amit Ganatra:  Okay. Can you tell me what your number of employees is the quarter? 

Nirmal Jain:  Number of employees would be around 12500 to 13000, in that range. The number 
might have gone up if you look at it on a year-on-year basis or quarter-on-quarter 
basis. There is also increased pressure from many competitors. So there is rise in 
employee costs and these costs are all across the industry. 

Amit Ganatra:  Okay. And second question is just reconfirmation, that on the international basically 
broking operation side the focus would always be India focused research and the 
clientele would be the foreign clientele is it? 

Nirmal Jain:  See there are two different things. One is that in terms of research we are now 
starting to cover Asian markets and obviously our institutional business will cater to 
broking requirements. As far as our wealth management business or our asset 
management business is concerned it will be India focused, but our broking business 
would be Asia focused. 

Amit Ganatra:  But when you spoke about getting a license in US have you started covering US 
companies also? 
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Nirmal Jain:  No, this is just a license so that we can distribute our research. 

Amit Ganatra:  Okay, but the research will be basically India focused, that is what you are saying? 

Nirmal Jain:  No, no, as I have said, I am again repeating, we are already doing research in China for 
last one year or so. We have started covering the region, but as of now we do not have 
the seat to do broking there. We just got Singapore stock exchange membership. Our 
asset management focus will be India based, or India focused. 

Amit Ganatra:  Okay, but there will be Asia or some regional focus is that what you are saying? 

Nirmal Jain:  At this point in time it is primarily India but over a period of time that will move to 
encompass some of the Asian countries also. 

Amit Ganatra:  Okay, got it, thank you. 

Moderator:  Thank you Mr. Ganatra. Our next question is from the line of Rafat Sayyed of Sriram 
Wealth Advisors. Please go ahead. 

Rafat Sayyed:  I have a couple of questions; my first question is can I get a segmental breakup of cash 
delivery, F&O on per branch and per client wise? 

Nirmal Jain:  No I am afraid we would not be able to give you that data. 

Rafat Sayyed:  Okay, how many branches were added this year in Tier 1, Tier 2, and Tier 3? 

Nirmal Jain:  The number has not changed much; I think more or less remains the same. 

Rafat Sayyed:  Okay. You mean to say, no new branches were added in last year? 

Nirmal Jain:  No, 5 to 10 branches would be added here and there, but the number has not changed 
much. Total number of business locations which is our branches and there are some 
sub brokers because sub brokers are also our partners it is over 2300. 

Rafat Sayyed:  Okay fine. And owned branches are 500? 

Nirmal Jain:  Around that. More than that. 

Rafat Sayyed:  Okay. Can I get the EBITDA and net margin of your broking business? 

Nirmal Jain:  I can give you consolidated, 38.9% 

Rafat Sayyed:  You do not have segmental. 
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R. Venkataraman:  Segmental results are printed on the BSE. You can go through the website you can get 
all the details, if you do not get it, send me an email. 

Rafat Sayyed:  Okay fine sir I will send you a mail. Yes thank you. 

Moderator:  Thank you Mr. Sayyed. Our next question is from the line of Kajal Gandhi of ICICI 
Securities. Please go ahead. 

Kajal Gandhi:  Hello, just wanted to know, did you see incremental growth of around 30% in your 
loan book and in that in spite of your key focus being mortgage only 100 Crores is 
added in the mortgage when nearly 300 Crores is added in your margin funding and 
LAS book. So I wanted to know what kind of opportunity has led to this - is it IPOs 
financing or what segment has led to this incremental and whether this is short term 
which will go away and not stay on the books? 

Nirmal Jain:  What you are saying to some extent is right that mortgage funding will be a secular 
long-term steady growth because once you give loan for mortgage then it is for a very 
long tenure, typically can be, about 5 years to 15 years and therefore there will be 
steady growth. Whereas margin funding book will fluctuate very significantly because 
if you see the last few quarters the number was significantly lower than what it used 
to be a year ago. To some extent it is catching up but these numbers can fluctuate 
widely. And margin funding book can actually vary from day-to-day basis also. 

Kajal Gandhi So, we should not assume that this number 560 crores and 660 crores odd on the book 
to stay?  

Nirmal Jain If you look at previous quarter end number and this quarter end number, all those 
numbers can vary from day to day. Both LAS and mortgages are our focused business 
and will continue to grow. 

Kajal Gandhi So what kind of yield will be getting in LAS & margin funding and other than that what 
will be mortgage? 

Nirmal Jain It varies from client to client and quality of shares, so it varies from 10% to 18%. 

Kajal Gandhi And for mortgage? 

Nirmal Jain For mortgage, again it varies from 12% to 18%. 

Kajal Gandhi Okay and going ahead, what will be your expectations on the breakup of your loan book 
can we expect it to be 50-50% loan? 

Nirmal Jain To be very honest, it is very difficult to forecast it precisely. We work on healthy credit 
policies and basically based on that we approve loan cases. It also depends a lot on the 
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market, which is real estate market and the stock market. But, I would say that in terms 
of our intention, we would like both the books to grow in tandem. 

Kajal Gandhi Okay one more thing this quarter if you see the broking income is just 150 odd crores 
and financing income is around 96 crores, so this is becoming a widely major component 
of your top line. So, do you think this trend will continue? 

Nirmal Jain The equity brokerage business will depend a lot on the market. Suppose you suddenly 
have a significant growth in market volumes, then there will be a spike there and that 
will become significantly more in relation to overall income. The financing and 
investment income will probably have a more continuous growth over a period of time. 

Kajal Gandhi Sir because even if I take your comparable numbers of Q3 and Q4 that is 151 and 147 
yield seem to have dropped from 6.8 to 6.5. 

Nirmal Jain Actually, 6.59 to 6.65, Kapil can send you the numbers. 

Kajal Gandhi And one last question, what is your sense on the market volumes because they are like 
somewhat sluggish at this one lac odd crores number now. 

Nirmal Jain I would like to think that market volume should go up, but whether it is wishful thinking 
or more real forecast, your guess is as good as mine. 

Kajal Gandhi Okay, thank you very much. 

Moderator Thank you Ms. Gandhi. Our next question is from the line of Hiren Dasani of Goldman 
Sachs. Please go ahead. 

Hiren Dasani: Thank you. Couple of data points, you used to earlier disclose commodity broking 
volume as well as the insurance premium collected, if you could please? 

Nirmal Jain Commodities broking volume last quarter per day was 466 crores as compared to 437 
crores in the previous quarter.  

Hiren Dasani Okay and premium insurance? 

Nirmal Jain Insurance Premium collected has been 102 crores in this quarter vis-à-vis 62 crores in 
the previous quarter. 

Hiren Dasani In terms of classification if you look earlier, you used to classify a large part of your 
products as endowment products. Now, somehow is that changed to guaranteed-return 
ULIPs or I can’t reconcile between what is your earlier.  
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Nirmal Jain Right, traditional ULIP products are classified as ULIP products. Nowadays, even these 
come with embedded guarantees and are classified by manufacturers as Guaranteed 
return ULIPs.  

Hiren Dasani Okay and your loan book, is it that the quarter end figure is somewhat lower than what 
the average loan book for the quarter?  

Nirmal Jain May be the previous quarter figure was more than the previous quarter average. 

Hiren Dasani: Okay, because if you look at the average of 1200 crores and 1600 crores average about 
1400 crores for the quarter. 

Nirmal Jain It will be difficult to work on the average because there is some IPO funding which 
comes in which varies from quarter to quarter and that depends again on the number of 
IPOs we have. That goes off the book normally before the quarter ends. 

Hiren Dasani Is that the reason that because of that on the balance sheet on the one hand you have 
high borrowing, probably it is not it is not there…. 

Nirmal Jain Persistent IPO came after the market closed on March 31st. 

Hiren Dasani Of your investments which are shown there, is it all liquid investments or there is 
something on the strategic side as well. 

Nirmal Jain We have primarily liquid investment. We have got 300 crores of liquid investment, 300 
crores of fixed deposit. 

Hiren Dasani: Yes, I am saying that 806 crores is your cash and bank balance. 

Nirmal Jain Broadly it is liquid as well as fixed deposits. 

Hiren Dasani And you have 482 crores of investments. Of this 482, would it be primarily liquid 
investment? 

Nirmal Jain 482 crores will be primarily liquid investment, yes, but we have some Nirlon shares that 
we carry in the balance sheet which we continue to carry. 

Hiren Dasani Yes, but those are very small, right? 

Nirmal Jain Yes, in broad terms it will be predominantly liquid. 

Hiren Dasani Okay, but approximately it would largely be liquid investment that is what I am trying to 
understand. 
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Kapil Krishan Yes, absolutely right. 

Hiren Dasani Okay, one more thing on the broking yield side, is it the option is continuing to go up as 
a part of overall retail broking volumes in that which is not a high yielding thing? 

Nirmal Jain Actually sometime ago, SEBI had issued a circular on options that you can charge 
brokerage only on the premium and not on the entire value which is strike price plus 
premium. After that, options have become more liquid because the transaction cost of 
options has reduced significantly. So, in the last one year I think the volume of options in 
the exchange have gone up significantly. If you look at NSE broadly and one can check 
the precise number on the website, cash market which used to be around 35% has now 
come down to 20%, in the last couple of years. 

Hiren Dasani Sure is it that the market has moved towards a kind of fixed fee for options or is it still 
based on a premium? 

Nirmal Jain It does not, whether it is a percentage of premium or fixed, I don’t think it makes much 
difference, but will be significant lower than what it used to be. 

Hiren Dasani One question on the employee cost. You mentioned about the competition, is it only in 
the broking space, institutional broking space or across all the other verticals as well? 

Nirmal Jain Primarily across all the verticals, but more so in equity and equity-related businesses like 
investment banking, wealth management, retail as well as institutional broking. 

Hiren Dasani Okay again on your equity raising, I am curious because 1600 crores is your net worth 
and by any set of reasonable growth expectations, you would probably be under 
leveraged at least for the next couple of years. So, I am just wondering why do you want 
to have enabling resolution at this point of time. I am saying that it looks very unlikely 
that you will need equity capital at least for next 12 to 18 months depending on what 
reasonable growth expectations one can have on the lending side? 

Nirmal Jain At this point in time what you are saying is correct. We have an enabling resolution 
because in case there is a need, if there is an opportunity for acquisition or any such 
thing and capital needs to  be raised and the markets are benign, at that point in time 
we do not want to get into convening a share holders meeting. This in India is a very 
tedious process. The share holders are authorizing the board for a period of one year. A 
lot of companies have taken this approval.  

Hiren Dasani Okay and last question is of your 1600 crores net worth roughly what would be 
allocated to financing business? 

Nirmal Jain 1200 crores. 
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Hiren Dasani Okay thanks. 

Moderator Thank you Mr. Dasani. Our next question is from the line of Sneha Kothari of Subhkam 
Capital. Please go ahead. 

Sneha Kothari Sir, just wanted to know about the outlook on the market as well as the foreign flows 
and the volumes? 

Nirmal Jain Positive. 

Sneha Kothari Thank you. 

Moderator Thank you Ms. Kothari. Our next question is from the line of Jyoti Kumar Verma of KR 
Choksey. Please go ahead. 

Jyoti Kumar Verma  Good morning everybody. I wanted to know there is a bumper build of financing and 
investment line on quarter-on-quarter basis, it has gone up by 62 odd percent. Is there 
any one-off there, could you explain that for me? 

Nirmal Jain Financing and investment income has gone up by around 60%; the book has also gone 
up by around 35%. So this comprises various things including interest that comes from 
lending as well as investments and arbitraging income. All income in the nature of 
financing and investment gets into this. It is very difficult to say if this is one – off or not 
but more or less we expect this to sustain. 

Jyoti Kumar Verma Okay fair enough. Thank you sir. 

Moderator Thank you. Our next question is from the line of Rohit Shimpi of SBI Mutual Fund. Please 
go ahead. 

Rohit Shimpi Good afternoon. My question is on this wealth management business. Despite seeing 
growth in asset, we are seeing some amount of quarterly spikes out there, is that an 
indication of the advisory versus transaction main side of the business, can you throw 
some light on that? 

Nirmal Jain Yeah, wealth management is strongly advisory in nature.  

Rohit Shimpi Okay, but then what could explain the reason for the quarterly spike, second quarter 
was almost 12 crores, now we are at around 8 crores. 

Nirmal Jain I think it is related to the good response to NHPC IPO which was funded. If I remember 
correctly we would have discussed this in our earlier quarterly call.  

Rohit Shimpi Okay and any progress on the domestic AMC plan. 
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Nirmal Jain We have applied to SEBI and got our in-principle approval. We have put in our final 
application and are waiting for SEBI inspection and final approvals.  

Rohit Shimpi Okay and last question in an informal note what is the current mood we are seeing in 
the retail broking and institution seems to be good but retail is still bit slow  

Nirmal Jain Generally I think after 2008 crash, the retail investor has not come back whole hog and 
they have been a bit skeptical and are sitting on the sidelines. What has happened is 
that the market has gone up very quickly and hence there is a lot of hesitation.  

Rohit Shimpi Okay thank you so much. 

Moderator Thank you. Our next question is from the line of Hardik Doshi of Voyager Investment. 
Please go ahead. 

Hardik Doshi Hi, I had a question with direct cost, you mentioned that your NPA cost actually 
decreased for the quarter from 9 crores to 5 crores, but your absolute direct cost 
increased by 8 crores quarter of quarter and if you adjust for the NPA decrease actually, 
other items have increased by 12 crores. Now from what I understand is that direct cost 
is mainly variables. So, can you explain this jump given that your broking revenues are 
essentially flat? 

Nirmal Jain Yes, this is variable based on the volumes. The two reasons which can explain this - 
primarily there is a sub-broker payment and yield, then direct cost as a percentage of 
total income also changes. 

Hardik Doshi Okay, alright. Was there any one off this quarter that affected this. 

Nirmal Jain No, one off would not come in direct cost. 

Hardik Doshi This is sustainable going forward at these levels. 

Nirmal Jain Again, this will vary from quarter to quarter. There are different components of 
businesses and the cost on an average has gone up for all components. So, I cannot say 
that this will continue to rise. There are times when you have provisions which are done 
at the year end, they will be more accurate as compared to the earlier quarter ends. But 
if you go back in June quarter as well it was 16%, so it varies from quarter to quarter 
slightly in a narrow band. 

Hardik Doshi Got it, then you also mentioned that there is pressure on employee cost because of 
competition and obviously our retail volumes are not coming back, so the yield on our 
broking businesses is not really increasing to that extent going forward what do you 
think are sustainable margins. At the current levels of 33% you think it should remain 
around there.  
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Nirmal Jain One of the two things will happen - either volumes will go up or pressure will ease 
because as the industry sees growth slowing down, then manpower cost will come 
under control. Last quarter we also expanded our international business and have taken 
people there. We have also been building up our team for launching asset management 
business as soon as we get SEBI license and we also expanded our team in our core 
businesses. So, it is a combination of both - the number also has gone up and then there 
are basically increments which are in the normal course of business. Then bonus is also 
there, although we provide for them every quarter, but then the year end provision can 
be slightly be different. 

Hardik Doshi Okay then what is the sustainable margin according to you going forward? 

Nirmal Jain I think the overall margin has gone up to 39% from 33% last year. I would say we target 
a margin of around 40% - EBIDTA margin. 

Hardik Doshi Okay, got it. Coming back to the broking volumes, in the beginning you mentioned that 
the retail segment has not come back like in the previous boom market. What kind of 
catalysts would you like, to see this cash volume increase as a percentage of overall 
volumes? 

Nirmal Jain Markets should sustain and if there is a stronger rally where it crosses the previous peak 
or may be some good IPOs; these are the things that will trigger retail participation.  

Hardik Doshi Okay and lastly we are now netting off service tax on both direct cost and from broking 
volume. Are we one of the first people to change this or has this been an industry 
practice? 

Nirmal Jain I think it is more technical in nature. So, I think some brokers do, some brokers do not 
do it, but it does not much make of a difference. But now may be from IFRS next year 
everyone will start doing it. 

Hardik Doshi Got it, thanks. 

Moderator Thank you. Our next question is from the line of Nischint Chawathe of Kotak Securities. 
Please go ahead. 

Nischint Chawathe Thanks. Most of my questions have been answered, but just trying to understand the 
way the finance business is getting built. I can understand the loan against shares and 
the margin funding part of it because that is something that is ancillary to the broking 
business. But looking at the mortgage business or loan against property, over a longer 
term how competitive would India Infoline be in this business and who would be the 
competition to India Infoline at this point in time.  Also banks getting into this business - 
how does that effect India Infoline. What is the management thought process on this? 
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Nirmal Jain See, if you look at the entire economy, markets, capital markets, then there are 
different players - banks and NBFC. NBFCs cater to different segment of customers 
where banks are not as competitive. NBFCs typically will have slightly higher cost of 
capital, but then they can manage that because they do not have obligations of CRR, SLR 
priority sector lending or other things. Also, there are quite a few niche segments where 
banks are not quick or they are not competitive. To take few examples like promoter 
funding or loans against share, the banks have a limit of 10 lakhs or 20 lakhs rupees. If 
somebody is looking for a promoter funding of 50 crores and 100 crores rupees, then 
obviously banks would not be competitive. Similarly in property also, banks are far more 
effective and competitive in smaller unit loans at 8.5% to 9%. But if somebody has to 
fund a farm house or a commercial property or a larger builder loan then banks will 
have their own limitations and they would not be able to compete effectively. Our 
competitors will be large NBFCs. If you take the list of the top ten NBFCs, they would be 
our competitors.  

Nischint Chawathe Okay and incrementally you feel that this would be kind of restricted to top few NBFCs 
who would be in market space. You don’t see banks getting into it.  

Nirmal Jain Banks are always there in these segments and it is not they don’t compete. We do 
compete with banks in different segments. Even banks for higher risky loans quote a 
higher rate. In builder loan even banks will quote 14, 15, 16%. So it is not that we are 
cost ineffective vis-à-vis them. The banks lend 8% or 9% to small borrowers. The RBI has 
come down heavily on teaser loan which is basically for first year, second year, and then 
the interest rate in the third year is reset, which actually may cause more problem with 
the borrower because he won’t know what the liability is. He may bite more than what 
he can chew. So I think the competitive position is different, but it is not very vastly 
different. 

Nischint Chawathe So in terms of target NPL ratio or slippages may be if you could throw some rough 
number in terms of average slippage ratio. 

Nirmal Jain We have a personal portfolio legacy which we are now running down. Now, we have 
done lot of what-if analysis on portfolio and just thinking that we can re-launch this 
cautiously and probably we will have a much superior portfolio and higher yield. So the 
unsecured will remain less than 6-7% of our portfolio. Normally, we provide for 
everything, so that should not be a problem. 

Nischint Chawathe Okay and the only thing it will be possible to carry a little risk of lumpiness because of 
the promoter funding or the large ticket businesses. 

Nirmal Jain Till now we have not faced any problems there because typically we take two times or 
three times the cover and we won’t fund shares which are illiquid or which you believe 
are not or which have had significant speculative movement in the recent past. 
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Nischint Chawathe Okay. Thank you very much. 

Moderator Thank you. Our next question is from the line of Alok Bhola, an independent financial 
advisor. Please go ahead. 

Alok Bhola Good afternoon sir. My first query is around your NPAs in fact your net NPAs are less 
than 1%. Can you provide exact figures of your gross NPAs as well as net NPAs as on 31st 
March? 

Nirmal Jain I do not have that number. I will just check whether we can give that number out and 
then we will send it you. 

Alok Bhola Okay and my second query is around your sundry debtors. They are kind of showing an 
unusual increase of 610 crores for the financial year 2010 that is higher than the earlier 
year and here as a percentage of your income has shot up considerably. So is there any 
specific reason for that? 

Nirmal Jain Debtors last year was an unusually low number because of market conditions. If you 
remember that during March 2009, market sentiments were down. Also, this number is 
computed on basis of trades done at year end and that can vary on a daily basis. So, it is 
very difficult to compare the two days. But if you look at our debtors as a percentage of 
our total volumes which are in a range of Rs 3700 crores per day, it is not significant. 

Alok Bhola Okay thanks a lot sir. 

Moderator  Thank you. Our next question is from the line of Kajal Gandhi of ICICI Securities. Please 
go ahead. 

Kajal Gandhi Hello just one thing, what is your target on the branches or additions? 

Nirmal Jain To be very honest, we do not have any target as such wherever there is an opportunity, 
we will take it up. 

Kajal Gandhi Sir when you report the number of 50 billion wealth management AUM what all is 
include in this AUM? 

Nirmal Jain These are assets under advice so these include equity, debt, structured products etc. 

Kajal Gandhi The Mutual funds are also there in this. 

Nirmal Jain Yes, if it is at the advisory agreement of the customer. 

Moderator Thank you. Our next question is from the line of Amit Ganatra of Religare Asset 
Management. Please go ahead. 
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Amit Ganatra Just wanted to understand the secured loans and unsecured loans which is reported in 
this balance sheet, is it entirely in the financial subsidiary? 

Nirmal Jain Yes, all the loans in the financial subsidiary. 

Amit Ganatra So, basically parent stand alone does not have any loans, right? 

Nirmal Jain The loan that we are talking about is financing book that is in NBFC. But in normal 
course there may be loans and advances and provisions. 

Amit Ganatra But this 1500 crores of total…. 

Nirmal Jain 1627 crores is financing book. 

Amit Ganatra Right, but then again, I am talking about the liability side. Liability side, there is 1500 
crores of loans. 

Nirmal Jain That will be the group - I think including parent and the subsidiary. 

Amit Ganatra So basically how much is purely on the finance company, the loans and advances? 

Kapil Krishan Rs.1000 crores in the NBFC. 

Amit Ganatra Okay, so rest all is in the parent. 

Kapil Krishan Some times short-term loans are taken in the parent book, some times in the NBFC, but 
the long-term secured loans are in the NBFC. 

Amit Ganatra Okay how much of the short-term, long-term breakup? 

Kapil Krishan The secured is long-term and the unsecured is short-term. 

Amit Ganatra Okay, thank you. 

Moderator Thank you Mr. Ganatra. Our next question is from the line of Pankaj Agarwal of 
Execution Noble. Please go ahead. 

Pankaj Agarwal It seems that you have restated minority interest as well for 9 months FY10. 

Nirmal Jain That is right. 

Pankaj Agarwal Right, so it is because of the buy back of stake from Orient Global. 

Nirmal Jain Yes. 
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Pankaj Agarwal Okay. 

Moderator Thank you. Our next question is from the line of Avinash Nahata of HSBC Investment 
Direct. Please go ahead. 

Avinash Nahata Hello. Wanted to ask what is your operating margin for overall business line and for 
equity’s line? 

Nirmal Jain All numbers are there in the results published in BSE and on our website. 

Avinash Nahata One more question I had, what is your strategic business line for next 10 months. Which 
is the business line you would focus on - is it transaction based broking business or 
whether your focus will be on the funding side? 

Nirmal Jain Both. 

Avinash Nahata So, it will be a mix of mainly equity and NBFC put together. 

Nirmal Jain That is right. 

Avinash Nahata Just to get an idea we wanted to know what is the broking income which will not be 
doubly impacted because of the market fall. 

Nirmal Jain My personal experience in market is that there is no such thing. Everything gets affected 
when the market is bad and that everything goes up when the market is good. 

Avinash Nahata Take your point sir. Would you be sharing your breakup? 

Nirmal Jain I do not have that breakup. If you look at our FY10 numbers, our equity brokerage 
income is 615 crores and our financing income is 292 crores. 

Avinash Nahata That is perfect sir. Wanted to ask one more question - You have 500 odd branches and 
2200 locations which you are covering would you be comfortable sharing that breakup 
of your revenue topline from these two business lines? 

Nirmal Jain No. 

Avinash Nahata That is perfect. One last question, you are a big player actually in the online business line 
as well. What percent of your business comes from online and what from offline? 

Nirmal Jain The number of customers online will be more than 75-80%, but typically sometimes 
they may place orders offline as well, so even if they are online customers, they may 
take help of our call center and branches. 
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Avinash Nahata That’s perfect sir, thank you. 

Moderator Thank you Mr. Nahata. Ladies and gentlemen that was the last question and now I hand 
the conference over to the management for their closing comments. 

Nirmal Jain Thank you very much everybody. In case you need more information any clarification, 
please be in touch with our CFO, Kapil or you can always send us a mail. Thank you and 
have a good day. 

Moderator Thank you Mr. Krishan, Mr. Venkataraman, and Mr. Jain. Ladies and gentlemen on 
behalf of IIFL that concludes this conference call. Thank you for joining us on the Chorus 
Call Conferencing Service and you may now disconnect your lines. Thank you. 

 


