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BSE SENSEX S&P CNX   CMP: INR473 TP: INR625 (+32%) Buy 38,855 11,464 
 

 
 

Stock Info 
Bloomberg ISEC IN 
Equity Shares (m) 322 
M.Cap.(INRb)/(USDb) 152.5 / 2.1 
52-Week Range (INR) 569 / 204 
1, 6, 12 Rel. Per (%) -5/9/103 
12M Avg Val (INR M) 5918 
Free float (%) 41.7 
 
 

Financials Snapshot (INR b) 
Y/E March 2020 2021E 2022E 
Revenues 17.2 22.6 23.5 
Opex 9.7 12.2 12.1 
PBT 7.5 10.4 11.4 
PAT 5.4 7.7 8.5 
Ratios       
C/I ratio (%) 56.4 53.9 51.5 
PAT margin (%) 31.4 34.2 36.3 
RoE (%) 48.0 58.4 54.2 
Div. Payout (%) 70.6 70.0 70.0 
EPS 16.8 24.0 26.4 
Valuations       
P/E (x) 28.1 19.7 17.9 
P/BV (x) 12.6 10.6 9.0 
Div. Yield (%) 2.3 3.6 3.9 

 
Shareholding pattern (%) 
As On Jun-20 Mar-20 Jun-19 
Promoter 79.2 79.2 79.2 
DII 10.2 11.5 12.4 
FII 3.8 3.2 1.6 
Others 6.8 6.2 6.8 

FII Includes depository receipts 
 

 Focus on a one-stop financial intermediary 
Expanding the sourcing network | Diversification in product distribution 

 

n ICICI Securities (ISEC)’s Annual Report offers insights into the company’s strategy 
going forward. The focus is on five key points: 1) creating scale, 2) increasing average 
revenue per user (ARPU), 3) improving customer experience, 4) increasing 
digitization, and 5) further improving operational efficiency. 

n The company took some key steps to increase customer acquisition and retention, 
including: a) a tie-up with ICICIB and b) subscription plans such as ‘Prime’ and 
‘Prepaid’. These initiatives resulted in the number of active/NSE-active clients 
growing 16%/27% to 1.4m/1.0m. The company increased its market share in terms of 
NSE-active clients by 40bp to 10%.  

n Other focus areas for the management comprise: a) growing the partnership network 
and b) improving technology. ISEC’s network of independent financial advisors (IFAs), 
sub-brokers, etc., grew 32% YoY to 9,400+ and further to 12,500+ in 1QFY21. Also, 
clients sourced through the partnership approach grew 70% YoY. With the 
enhancement of digital capabilities, the platform was able to handle a peak of 3.2m+ 
trades per day v/s the earlier peak of 2m and over 64k concurrent customers v/s the 
earlier peak of 48k.  

n ISEC is on the cusp of ‘twin’ benefits, stemming from: a) tailwinds to the sector from 
increased retail trading activities and b) initiatives undertaken by the management 
that are turning fruitful. While the Distribution segment is facing some challenges, 
we believe it should stabilize in the near term. The plan to implement cost-cutting is 
going well – we expect a 400bp reduction in the C/I ratio to 52% by FY23E. This 
should result in a 19% PAT CAGR over FY20–23E. Recent regulatory changes are likely 
to accelerate consolidation in the industry, and ISEC is expected to be a major 
beneficiary of the same. Reiterate Buy. 

 
Strategy focused on five key elements; good traction in FY20 
Going forward, the strategy would revolve around five elements: 1) creating scale 
by deepening the partner network and enhancing the tie-up with ICICIB, 2) 
increasing wallet share of clients with a focus on ARPU, 3) providing a better 
engagement experience, 4) introducing digital agility, and 5) enhancing operational 
efficiency (i.e., reducing the C/I ratio). ISEC acquired 0.45m customers in FY20, 
largely similar to earlier years. However, the focus has been more on activating 
rather than just adding customers – the activation rate improved to 58% in FY20 
from 32% in FY19. With the focus on customer acquisition, ISEC increased the 
total number of active clients by 16% YoY and NSE-active clients by 27% YoY. 
While market share in terms of NSE-active clients improved 40bp YoY to 10% in 
FY20, the company is focused on increasing it further.  
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Improving digital capabilities yielding results 
Over the past two years, ISEC has been focused on improving its digital capabilities 
and thus enhancing customer experience. 97%/94% of equity MF / overall MF 
transactions are conducted online. On heavy trading days, the platform was able to 
handle an unprecedented spike in volumes to 3.2m+ orders per day, compared with 
the earlier peak of 2m, and over 64k concurrent customers, vis-à-vis the earlier peak 
of 48k.  
 
Retail brokerage – strong emphasis on partnership approach 
The network of IFAs, sub-brokers, investment advisors (IAs), and accounts payables 
(APs) grew 32% YoY to 9,400+ in FY20, which further increased to 12,500+ in 
1QFY21. As a result, the number of clients sourced through partnerships grew 70% 
YoY. In April 2021, ISEC went live with its open architecture offering – Insta. In this 
offering, a customer with a savings account with any bank could open a trading 
account with ISEC seamlessly. In our view, this could be a key factor in countering 
competition from discount brokers. With the ‘ICICI’ brand, a company such as ISEC is 
poised to benefit. 
 
New product offerings to counter competition 
ISEC launched a number of new propositions in the year. a) INSTA: A customer with 
a savings account at any bank could now open an account on the IDIRECT platform. 
b) PRIME: This is an annual subscription-based plan with a host of benefits, including 
reduced brokerage/MTF rates and increased liquidity to the customer. c) EIP: This 
comprises a multi-asset basket of exchange-traded funds. d) SIP PROTECT: This is a 
free term life insurance on mutual fund SIPs. e) PMS AND QUANT RESEARCH 
PRODUCTS: The company introduced additional product offerings to counter 
competition from discount brokers and increase ARPU. In the Prime offering, ISEC 
built a customer base of 0.31m in FY20; this pool of customers provides ISEC with 
annuity revenue of ~INR200m.  
 
4.5% revenue market share in MF distribution 
FY20 was a tough year for mutual fund distribution as TER cuts effective from 1st 
April 2019 for AMCs were passed on almost entirely to distributors. As a result, 
while mutual fund AUM grew 4% YoY to INR362b, MF distribution revenue declined 
16% YoY to INR2.3b. In terms of mutual fund AUM, ISEC’s market share stood at 
3.3% as of FY20; MF revenue market share increased 50bp YoY to 4.5%. More 
importantly, ISEC has expanded its Distribution product offerings to Home Loans, 
Two-Wheeler Loans, Auto Loans, Personal Loans, Loan Against Property, Gold Loans, 
Lease Rent Discounting, Credit/Travel Cards, etc. The idea is to cross-sell more 
products to its existing customer base. Note that 0.9m customers are pre-approved 
for loans.  
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Valuation and view 
Over the past year, initiatives such as the ICICI Bank tie-up, ‘Prime’, and ‘Options 20’, 
etc., have started yielding results. Importantly, the Brokerage segment is 
benefitting from tailwinds of increased trading activity from retail customers. 
While distribution income has been weak this quarter, we attribute this to lower MF 
AUM, coupled with the impact of the lockdown on Non-MF Distribution. This 
segment is likely to pick up gradually over the next few quarters. The plan to 
implement cost-cutting is on track – we expect the C/I ratio to decline 440bp to 
52% over FY20–23E. This should result in a 19% PAT CAGR over this period. We 
increase our estimates by ~15% to factor strong revenue growth. Maintain Buy, with 
TP of INR625 (24x FY22E EPS). 
 

Other takeaways from the Annual Report 
 

PARAMETERS  KEY HIGHLIGHTS 

Wealth management 

v Almost half the revenue comes from clients that have been with the company since the last decade. 
v 16 senior RMs are supported by 300+ members, including Relationship, Product, Advisory, Service, and 

Family Office. 
v INR830b AUM, with client base of 32,000. 
v 54% of wealth mgmt. revenues come from clients that have been with the company for over 10 years. 
v Customers acquired in the last five years have better ARPU v/s customers acquired over 2000–15. 

Customer retention v >65% of revenues are contributed by clients with more than 5 years’ vintage with the company. 

Diversification of equity 
revenues 

v Together with subscription fees, non-brokerage income line items (MTF and ESOP funding) contributed 
12% to equities revenues for FY20. 

v Average lending book in FY20 was INR8.3b v/s INR5.7b a year ago 

Other details 

v Under the Prime plan, the holding period for the MTF book increased to T+365 v/s T+180 earlier, and 
interest rate charged reduced to 8.9%. 

v Total client assets stand at INR2.1t (equity Demat assets maintained with ICICIBC and excluding promoter 
holding). 

v Average FDs kept with exchanges increased from INR13b to INR14.5b in FY20. 
v Retail research has coverage on 307 stocks and institutional research on 282 stocks, with a 37-member 

research team. 
 

Source: MOFSL, Company 
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Story in charts 
 

Exhibit 1: Trend in new customers acquired 

 
Source: MOFSL, Company 

Exhibit 2: Steady increase in active customer base (m) 

 
Source: MOFSL, Company 

 
Exhibit 3: Growing partner franchise 

 
Source: MOFSL, Company 

Exhibit 4: NSE-active client market share improves in FY20 

 
Source: MOFSL, Company 

 
Exhibit 5: Improving market share in equity trading in FY20 

 
Source: MOFSL, Company 

Exhibit 6: Retail broking revenues to surge in FY21 

 
Source: MOFSL, Company 
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Exhibit 7: Steady performance in institutional broking 

 
Source: MOFSL, Company 

Exhibit 8: Total MF AUM growth slowing… 

 
Source: MOFSL, Company 

 
Exhibit 9: …driven by equity MF AUM  

 
Source: MOFSL, Company 

Exhibit 10: MF revenue down due to regulatory impact 

 
Source: MOFSL, Company 

 
Exhibit 11: ~20bp moderation in commission ratio 

 
Source: MOFSL, Company 

Exhibit 12: SIP count steady in FY20 

 
Source: MOFSL, Company 
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Exhibit 13: MF distribution market share increasing (%) 

 
Source: MOFSL, Company 

Exhibit 14: LI premium range-bound for past four years 

 
Source: MOFSL, Company 

 

Exhibit 15: Total distribution revenue down 9% YoY in FY20 

 
Source: MOFSL, Company 

Exhibit 16: Distribution revenue mix (%) 

 
Source: MOFSL, Company 

 

Exhibit 17: Total revenue to rise at 14% CAGR… 

 
Source: MOFSL, Company 

Exhibit 18: …and C/I ratio to decline 400bp+ over FY20–23E 

 
Source: MOFSL, Company 

 

Exhibit 19: 19% PAT CAGR over FY20–23E 

 
Source: MOFSL, Company 

Exhibit 20: RoE to be healthy 

 
Source: MOFSL, Company 
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Financials and valuations 
 

Income Statement               (INR m) 
Y/E March 2016 2017 2018 2019 2020 2021E 2022E 2023E 
Total Income 11,246 14,042 18,610 17,270 17,249 22,608 23,475 25,470 
Change (%) -7.0 24.9 32.5 -7.2 -0.1 31.1 3.8 8.5 

Brokerage Income 6,607 7,756 10,243 9,328 9,476 14,519 13,864 14,628 
Income from Services 3,499 4,982 6,552 5,733 5,218 4,753 5,711 6,310 
Interest Income 957 1,091 1,574 1,792 2,350 2,996 3,446 3,963 
Other Operating Income 182 214 241 193 19 321 431 541 
Other Income 0 0 0 225 187 20 24 29 

Operating Expenses 7,505 8,822 10,086 9,698 9,720 12,188 12,088 13,234 
Change (%) -1.2 17.6 14.3 -3.8 0.2 25.4 -0.8 9.5 

Employee expenses 4,014 4,847 5,504 5,545 5,338 7,206 6,846 7,530 
Interest expenses 258 289 495 423 864 1,166 1,341 1,542 
Depreciation 160 155 153 150 614 564 589 614 
Others 3,073 3,531 3,935 3,580 2,905 3,252 3,312 3,547 

Profit Before Tax 3,741 5,220 8,524 7,572 7,529 10,420 11,388 12,236 
Change (%) -16.8 39.5 63.3 -11.2 -0.6 38.4 9.3 7.4 
Tax  1,354 1,835 2,989 2,665 2,109 2,678 2,875 3,090 
Tax Rate (%) 36.2 35.1 35.1 35.2 28.0 25.7 25.3 25.3 
PAT 2,387 3,386 5,535 4,907 5,420 7,742 8,512 9,146 
Change (%) -18.8 41.8 63.5 -11.3 10.4 42.8 9.9 7.4 
Proposed Dividend 1,939 2,468 3,646 3,646 3,825 5,420 5,959 6,403 
                  
Balance Sheet               (INR m) 
Y/E March 2016 2017 2018 2019 2020 2021E 2022E 2023E 
Equity Share Capital 1,611 1,611 1,611 1,611 1,611 1,611 1,611 1,611 
Reserves & Surplus 2,371 3,404 6,866 8,862 10,485 12,807 15,361 18,105 
Net Worth 3,982 5,015 8,477 10,473 12,095 14,418 16,972 19,716 
Borrowings 2,356 3,987 6,771 4,518 14,998 13,498 14,848 17,075 
Other Liabilities 7,637 11,423 13,491 31,655 17,335 19,069 20,976 23,073 
Total Liabilities 13,975 20,424 28,739 46,646 44,428 46,985 52,795 59,864 
Cash and Investments 6,406 9,952 15,499 31,515 24,139 20,144 22,231 24,990 
Change (%) -25.0 55.3 55.7 103.3 -23.4 -16.5 10.4 12.4 
Loans 1,546 50 5,782 4,033 5,709 10,847 13,016 15,619 
Net Fixed Assets 378 375 421 476 2,061 2,267 2,494 2,743 
Net Current Assets 5,644 10,048 7,037 10,623 12,520 13,727 15,054 16,512 
Total Assets 13,975 20,424 28,739 46,646 44,428 46,985 52,795 59,864 
E: MOFSL Estimates                 
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Financials and valuations 
 

Ratios               (%) 
Y/E March 2016 2017 2018 2019 2020 2021E 2022E 2023E 
As a percentage of Revenues                 
Brokerage Income 58.8 55.2 55.0 54.0 54.9 64.2 59.1 57.4 
Income from Services 31.1 35.5 35.2 33.2 30.2 21.0 24.3 24.8 
Interest Income 8.5 7.8 8.5 10.4 13.6 13.3 14.7 15.6 
Other Income 1.6 1.5 1.3 2.4 1.2 1.5 1.9 2.2 
Total cost 66.7 62.8 54.2 56.2 56.4 53.9 51.5 52.0 

Employee Cost 35.7 34.5 29.6 32.1 30.9 31.9 29.2 29.6 
Opex (ex emp) Cost 31.0 28.3 24.6 24.0 25.4 22.0 22.3 22.4 

PBT 33.3 37.2 45.8 43.8 43.6 46.1 48.5 48.0 
PAT 21.2 24.1 29.7 28.4 31.4 34.2 36.3 35.9 
Profitability Ratios (%)                 
RoE 63.6 75.3 82.0 51.8 48.0 58.4 54.2 49.9 
Dividend Payout Ratio 81.2 72.9 65.9 74.3 70.6 70.0 70.0 70.0 
                  
Valuations 2016 2017 2018 2019 2020 2021E 2022E 2023E 
BVPS (INR) 12.4 15.6 26.3 32.5 37.5 44.8 52.7 61.2 
Change (%) 13.0 25.9 69.0 23.5 15.5 19.2 17.7 16.2 
Price-BV (x)         12.6 10.6 9.0 7.7 
EPS (INR) 7.4 10.5 17.2 15.2 16.8 24.0 26.4 28.4 
Change (%) -18.8 41.8 63.5 -11.3 10.4 42.8 9.9 7.4 
Price-Earnings (x)         28.1 19.7 17.9 16.7 
DPS (INR) 5.0 6.4 9.4 9.4 11.0 16.8 18.5 19.9 
Dividend Yield (%)         2.3 3.6 3.9 4.2 
E: MOFSL Estimates                 
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