
The Value Pick for the month of April is JM Financial Limited, a 
company which operates through majority-owned subsidiaries 
in the space of investment banking, financing, mutual funds, pri-
vate equity and asset reconstruction. Around 70% of the revenue 
is contributed by fund-based activities and the revenue and PBT 
from this have doubled from FY15 to FY17. The fund-based ac-
tivities include margin financing, LAP (loan against property) and 
an asset reconstruction subsidiary was also added under this di-
vision post Sep 30, 2016.
The company’s revenue have grown steadily over FY15-17 at a 
CAGR of 29.7% and PAT at 19.3% over the same period. The com-
pany has seen rising ROE of 17.3%. Its loan book stands at Rs 
14,360 crore, with 58% exposure to real estate sector followed 
by 22% in capital market and 19% in  corporate credit and struc-
tured finance.
We see this company as a Value Pick due to its consistent perfor-
mance and as it is trading at attractive P/B of 3.03x and TTM P/E 
of 19x. We see fund-based business to benefit from rising NPAs 
and the government impetus to hasten the process of recovery, 
JM’s exposure to top rated real estate builders and the industry 
seeing consolidation post-RERA and the rise in market partici-
pants due to higher number of listing in capital markets.
Rising NPAs and RERA to benefit fund-based 
business: 
The loan book comprises ~58% of real estate exposure. The 
company lends to Tier-I real estate developers for construction 
financing for residential projects in Tier-1 cities like 45.7% in 
Mumbai, 32% in Bangalore, ~10% in Pune, 8.5% in Chennai and 
2% each in Kolkata and Hyderabad. The company entered Kolk-
ata market too in early FY18. In corporate lending, the company 
has ~19% exposure and loan book has been almost doubling. We 
see due to RERA compliance, builders would need to adhere to 
timelines and project revenues need to be utilised for the same 
project leading to higher financing needs.
The company has been able to maintain spread in the range of 
6.5 to 8%. We expect it to be in the range of 6.5% due to ex-
pected rise in interest rate and broking charges, which are better 
than the peer companies. The company been able to improve 
its cost of financing ratio from 10.3% in FY15 to 8.6% in the last 
nine months. This is largely due to the change in borrowing mix 
towards NCDs (now 32.8% vs 8.5% in FY15). We see that the 

management is conservative about lending at lower spreads, 
keeps high levels of collaterals and takes on moderate risk. From 
wholesale-based lending sector, the company is also focusing 
more on growth in retail.
Under asset reconstruction, the company has been participating 
in the bidding for NPAs and seen its AUM rising. We see rising 
NPAs in banks and NBFC to lead to higher growth in the business. 
Investment banking and securities business:  This 
is company’s oldest business which envelopes investment bank-
ing services, institutional equities, wealth management business, 
equity brokerage business and mutual fund distribution busi-
ness. With increased activity in the capital and secondary mar-
ket, the company has seen this vertical growth. Also, it has seen 
higher brokerages in FY17 which might decline going forward. 
However, the broking activity is still expected to remain buoyant.
Asset management:  
The company holds 55.3% stake in the subsidiary and has AUM 
with 70-75% exposure in the corporate and HNI space. The com-
pany would like to make this division more granular; however, 
it wants to retain the profits as in the corporate segment hence 
would tread cautiously on the same. 
 Financial performance
The company reported great set of third quarter numbers. The 
fund-based activities segment reported an increase in revenue 
of 35.7% YoY to Rs 576 crore, while Investment banking and se 
curities segment rose by 35.7% YoY to Rs 213 crore.  The AUM 
for wealth management business (excluding custody assets) was 
up 42.9% YoY to Rs 31,910 crore.  Also, the company’s lending 
book for JM Financial products stood at Rs 7043 crore. The av-
erage AUM of mutual fund schemes during the quarter stood at 
Rs 16,633 crore.
Overall, the company’s consolidated revenue grew at 10.9% on 
a QoQ basis and at 41% on a YoY basis for Q3FY18 to ~Rs 838 
crore. Its PAT after minority interest grew by 15.3% QoQ and 
41.7% YoY to Rs 168 crore.
Valuation and Outllook: 
We see company has entered into financing of affordable  
housing segment and also looking at having exposure in retail 
business. This coupled with stabilising outlook on real estate  
and RERA pill slowly getting digested, we see asset quality to im-
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prove. Also, as banks are diminishing in Capital adequacy ratio 
and ability to give loan at lower rate, refinancing also offer good 
opportunity to the company. We forsee revenue to grow at CAGR 
of 22% over next two years and PAT to grow at 20% CAGR over 

the same period of time. Considering the same, we expect, 31% 
upside from current levels to achieve target price of Rs.180 over 
a period of a year. We urge investors to invest in tranches due to 
volatile global macro-economic conditions.
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Segment Financial
9MFY18 2017 2016 2015 2014 2013 2012

Investment Banking Securities & Wealth Mgmt
Revenue 587 639 495 522 408 429 404
PBT 135 144 79 124 45 47 35
Fund based Activities
Revenue 1609 1625 1079 806 529 552 414
PBT 696 779 549 347 200 183 133
Asset Management
Revenue 85 89 86 47 27 29 30
PBT 61 57 56 18 4 2 -2
Alternative Asset Management
Revenue 20 4 12 27 30 27 46
PBT 8 -9 4 15 19 16 9
Asset Reconstruction Business (added in Fund based from 
Sep 16)
Revenue 319 214 120 89 40
PBT 158 60 75 61 22

Quarter On Quarter (Standalone) (Rs in Crore)
Particulars 201712 201709 Q on Q Var% 201612 Y on Y Var%

Net Sales 11.45 10.31 11.06 17.42 -34.29
Total Expenditure 4.17 4.02 3.53 3.65 14.01
PBIDT (Excl OI) 7.28 6.29 15.88 13.77 -47.11
PAT -2.74 -1.47 -85.74 -0.35 -690.75
PBIDTM% (Excl OI) 63.61 60.97 4.33 79.02 -19.50
PBIDTM% 64.24 64.32 -0.12 83.33 -22.91
PATM% -23.90 -14.29 -67.25 -1.99 -1101.01
Adj. EPS(Rs) 0.00 0.00 0.00 0.00 0.00


