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Asset Management Companies

About Invesco India’s deal; the large have largely remained large in Indian AMCs

Hinduja Group-owned Indusind International Holdings’ foray in Indian asset management space (link) via the
acquisition of Invesco Asset Management India marks yet another deal in the Indian asset management space and yet
another exit of a foreign player. At an industry level, large players have maintained their share (near 70% of AUM) while
consolidation has mostly happened for medium-small players. This is despite the TER structure benefitting smaller-
sized players. We highlight the list of transaction details in the AMC space, foreign exits and details of Invesco India
AMC in this report. Based on upper band of reported INR 25bn valuation of Invesco India (link), the valuation would be
3.3% of current AUM and ~56x of FY23 PAT. Comparatively, HDFC AMC, Nippon Life, UTI and Aditya Birla are trading
at 56x, 48x, 26x and 24x of FY23 PAT, respectively.
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AMCs), (2) AMC having 1% to 5% market share (medium AMCs) and (3) AMCs

having less than 1% market share (small AMCs). We find that over the past

18-20 years,

e  AUM market share of large AMCs have increased from 67% in Apr'06 to
72% in YTD24. Despite a number of players having seen an increase over
the years, large AMCs (top 8 players) continue to gain market share at the
expense of mid-sized AMCs.

e Share of mid-AMCs decreased from 32% in FY06 to 25% in YTD24.

e Number of small-sized AMCs increased from 7 players in FYO6 to 22
players in FY24 but market share remained broadly flattish at 1-3%.

e Understandably, large players enjoy dominant share not only of industry
AUM, but also of revenue, margins and profits (refer Exhibits 10-13).

Industry evolution has had its fair share of M&A

We provide details of M&A activities materialised in India over the last 10-15
years. Even before that, during CY04-CY10, many foreign players exited the
Indian Mutual fund industry (refer Exhibit 14). Broadly, average transaction
value as a % of AUM has been ~5% with the range dependant on AUM mix
and customer profile.

In CY12, Nippon Life Insurance bought 26% stake in Reliance Capital AMC, for
roughly INR 14.5bn, valuing the fund house at 6.8% of its AUM. Fidelity MF
exited India by selling its AMC business to L&T MF in CY12 for a consideration
of INR 5.5bn, valuing at 6.3% of its AUM. In CY13, SBI AMC purchased Daiwa
AMC at a valuation of 0.5% of its AUM, as Daiwa AMC’s AUM was mostly
debt-oriented. Similar, transaction took place in CY15 wherein DHFL
Pramerica Asset Managers bought Deutsche Bank AMC at a valuation of INR
3.5-4.0bn, at ~1.7% of its AUM, as equity AUM mix was mere 3%.

Please refer to important disclosures at the end of this report


https://www.moneycontrol.com/news/business/mutual-funds/newsbreak-confirmed-hinduja-groups-iihl-acquires-60-stake-in-invesco-india-asset-management-12607571.html
https://economictimes.indiatimes.com/mf/mf-news/invesco-plans-to-exit-mf-business-in-india/articleshow/109205104.cms?from=mdr
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Based on upper band of INR 25bn
valuation of Invesco India (link), the
valuation would be 3.3% of current AUM
and ~56x of FY23 PAT. Comparatively,
HDFC AMC, Nippon Life, UTl and Aditya
Birla are trading at 56x, 48x, 26x and
24x of FY23 PAT, respectively.

Invesco India sale to Indusind

Indusind International Holdings Limited (lIHL), a Mauritius-based investment holding
company with several investments in banking and financial assets, and Invesco India
have entered into a definitive agreement to form a joint venture; IIHL will acquire 60%
stake in Invesco India. As per media reports, IIHL has valued Invesco India at INR 25bn,
at 3.3% of its AUM and Invesco has also given an option to sell the remaining 40%
stake over the next three years to IIHL (lock-in period of 18 months) (Link).

Invesco India entered India’s MF industry in CY12 by buying 49% stake in Religare AMC
for INR 4.6bn. Four years later, in CY16, it purchased the balance 51% stake in the fund
house. At present, it is the fifth largest foreign player and 17%" domestic asset manager
in India. It serves individual investors, corporates and institutions through mutual funds
and sub-advised portfolios.

Invesco has grown its AUM over the past 5 years, at a CAGR of ~26%, by gaining
market share from 1.0% in FY19 to 1.4% in Feb’24. Share of equity AUM in the mix has
increased from 38% in FY19 to more than 70% as on Feb’24. This is well reflected in its
equity market share doubling from 0.9% in FY19 to 1.8% in Feb’24. In FY23, Invesco
India made a profit of INR 0.5bn on total income of INR 2bn.

Snapshot of Invesco India’s profit & loss statement

INR mn FY19 FY20 FY21 FY22 FY23
AUM 235,820 228,281 374,442 431,381 452,726
Revenue yield (bps) 58 64 40 44 42
Equity mix (%) 38% 49% 51% 60% 67%
Income from operations 1,361 1,450 1,508 1,884 1,907
Other income 74 72 22 58 95
Total Income 1,435 1,522 1,529 1,942 2,003
Employee benefit expenses 675 748 768 907 927
Other expenses 1,219 741 523 537 600
Total Operating expense 1,894 1,489 1,291 1,444 1,527
EBIDTA (ex-other income) (533) (39) 217 440 380
EBIDTA margin -39% -3% 14% 23% 20%
Finance and other costs 0 26 0 1 0
Depreciation expenses 42 43 39 30 17
PBT (501) (35) 200 466 459
Less: Exceptional Item (17) 412* 20* - 11
Taxes - - - - -
PAT (484) (447) 180 466 448

Source: I-Sec research, Company data, * Provision for diminution in the value of investment (DHFL)
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Invesco India’s AUM has grown at ~26% CAGR over the past 5 years,
with share of equity mix increasing in the AUM

Invesco India’s AUM over the years Equity mix dominates asset mix
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Market share has increased Equity market share has doubled in past 5
years
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Trend of number of AMCs in India

507 Number of AMCs
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Source: I-Sec research, AMFI

AUM mix among large, mid and small AMCs

Large AMCs > 5% share 8 67% 8 72% 7 68% 8 75% 8 74% 8 72%
Medium AMCs 1% to 5% share 15 32% 13 25% 18 30% 12 22% 14 24% 15 25%
Small AMCs < 1% share 7 1% 18 3% 17 2% 23 3% 20 2% 22 2%
Total AMCs 30 39 42 43 42 45

Source: I-Sec research, AMFI

Revenue, PBT and PBT margins of large, mid and small AMCs

Revenue N3 A3l Revenue N3 HU Revenue et H2 Revenue et H2 Revenue et A Revenue et H2
PBT margin (%) PBT margin (%) PBT margin (%) PBT margin (%) PBT margin (%) PBT| margin (%)
123 86

Large AMCs 76 33 43.4% 100 44 43.6% 108 53 49.5% 98 60 61.9% 103 73 71.0% 70.1%
Medium AMCs 27 8 31.5% 35 13 37.0% 35 13 36.6% 29 11 38.2% 29 12 42.9% 35 18 50.2%
Small AMCs 11 2 15.0% 17 3 17.6% 16 3 20.6% 14 1 6.6% 17 6 33.0% 20 6 30.3%
Total 114 43 37.8% 152 60 39.2% 159 69 43.8% 141 72 51.4% 148 91 61.2% 177 109 61.8%

Source: I-Sec research, SEBI’s consultation paper on TER dated 18" May, 2023 (Link)

Large AMCs continue to dominate in revenue share...

Revenue share of AMCs
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Source: |-Sec research, SEBI's consultation paper on TER dated 18" May, 2023 (Link)
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...similarly, PBT share is also dominated by large AMCs
PBT share of AMCs
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Source: I-Sec research, SEBI's consultation paper on TER dated 18 May, 2023 (Link)

PBT margins have improved for all AMCs over the years

PBT margin of AMCs
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Source: I-Sec research, SEBI's consultation paper on TER dated 18 May, 2023 (Link)

Prominent foreign mutual fund exits

Asset management companies year exited Buyer

TD Waterhouse (UK) 2004 Tata Mutual fund
Alliance Capital (USA) 2004 Birla SunLife
Standard Chartered (UK) 2008 IDFC Mutual Fund
ABN AMRD (Netherlands) 2008 Fortis

Merrill Lynch (US) 2008 BlackRock

Lotus Mutual fund 2008 Religare

DBS (Singapore) 2009 L&T

Aegon (Netherlands) 2011 Religare

Source: |-Sec research, various news articles
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Deals/transaction details of asset management industry

AUM share of

PAT .
(INR mn) industry on

AUM as on deal Equity Value %
date (INRmn) mix of AUM

Deal Value

AMC/ firms exited/stake sold (INR mn)

Deal year

UTI AMC

Religare

Fidelity MF

Reliance MF

Daiwa AMC

ING Investment MF

PineBridge MF

Morgan Stanley MF

Goldman Sachs AMC

Deutsche Bank AMC

JP Morgan AMC

LIC MF

IDFC MF (Natixis)

IDBI MF

IDFC MF

L&T MF

Principal MF

SBI CAP Ventures of SBI Capital
Invesco Asset Management India

T Rowe Price

Invesco

L&T MF

Nippon India AMC

SBI AMC

ABSL AMC

Kotak Mahindra AMC

HDFC AMC

Nippon India AMC

DHFL Pramerica Asset Managers
Edelweiss AMC

Nomura

IDFC

LIC Mutual fund

Bandhan financial holdings
HSBC Asset management
Sundaram MF

SBI Bank

Indusind International Holdings

6,500
4,600
5,500
14,500

13
undisclosed
undisclosed
undisclosed
2,430

4,000

3,080
2,442
undisclosed
45,000
34,840
3,385
7,080
15,000

2010
2012
2012
2012
2013
2014
2014
2014
2015
2015
2016
2016
2017
2022
2022
2022
2023
2023
2024

-208

-27
-117
-58

-171
152
-66

649
1,430
1,620

528

891

448

year of exit

1.31%

0.03%
0.06%
0.07%
0.28%
0.68%
1.89%
0.47%

1,39%

780,000
142,020
86,881
823,050
2,661
5,638
6,488
25,721
71,320
224,270
64,145
324,150
579,980
36,500
1,218,131
772,930
74,470
325,000
757,134

38%
5%
75%
35%
0%

63%
3%

4%

25%

60%

90%

70%

3.2%
6.6%
6.3%
6.8%
0.5%

3.4%
1.8%

2.7%
1.7%

3.7%
4.5%
4.5%
2.2%
3.3%

26%

49%
100%

26%
100%
100%
100%
100%
100%
100%

35%
25%
100%
100%
100%
100%
100%
60%

Source: I-Sec research, ABSLAMC DRHP, Note- mentioned above deal values are taken from various news articles available as on date.

Price charts
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