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® HIGH COMPETITION, PESSIMISM OVER FUTURE GROWTH MAKE INVESTORS WARY

AMC stocks witness a subdued year

SIDDHANT MISHRA
Mumbai, May 7

STOCKS OF ASSETMANAGEMENT
companies (AMCs) havebeen trading
weakover the pastyear,with fourout
of the five listed entities falling
between 7% and 30%.On a year-to-
date(YTD)basis, too, the pictureis not
very encouraging, with three of the
five stocks down more than 15%.
Experts attribute this toa combi-
nation of factors, such as below par
results aswell as regulatory changes.
“Removal of the indexation ben-
efit,whichwasauniqueadvantage to
debtschemes,surprised theindustry.
Now, they are nolonger as attractive.
Agradualshiftisalsobeingwitnessed
towards low-fee passive funds, with
close to 150 ETFs and as many index
fundsavailable.Especiallywith EPFO
money coming in, it has given the
impression that a low-fee product
translates to higher returns,” said
Dhirendra Kumar, founder & CEO of
Value Research. He said there is pes-
simism over the future growth of the
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industry as it is highly competitive,
but there is huge scope ahead.

The biggest loser has been Aditya
BirlaSun LifeAMC (ABSLAMC)whose
share prices are down 31% over the
pastyearand 22%YTD.Itreporteda

14.5%y-o-yfallin net profit to¥135
crore.Heightenedyield compression,
continued equity market share loss,
and elevated marketing spending
were key triggers, according to an
HDFC Securities report.

UTIAMChasreturneda15%loss
overoneyearand 23%YTD.Thefirm
reported a net profit of ¥86 crore, up
599% fromthe previousyear.Thishas
been primarily due tohigherredemp-
tions seen by UTI AMC (vis-a-vis
HDFC AMC and NAM) due to sub-
dued scheme performance,saidaJM
Financial report, adding that the
pressure on equity yield should sub-
side as only 20% of higher-yielding
AUM isleftin its pool.

The management indicated that
the fall in yields was driven by pres-
sure on equityyields due tonewflows
replacing high-yielding stock AUM,
according to the report, adding that
the management has also indicated
that it lost market share in equity
flows owingto scheme performance.
However,ataninexpensive valuation
of 11.5x FY25 P/E, it is at a substan-
tial discount tolisted peers.

“Yields have been impacted
owing to regulatory changes, which
hashitmargins.Inaddition, therehas
beenaslumpin NFOlaunches,which
hasled toadipininflows,”said Kran-

thi Bathini,director (equity strategy),
WealthMills Securities.

He said that while Indian AMCs
will be robust in the coming years,
and the industry has huge potential,
the debt market is relatively smaller
compared to global peers, and MF
AUMsarestillatan“emerging stage”.

HDFCAMC,with thehighestmar-
ket cap of ¥38,931 crore, saw Q4
profits beat estimates onlower opex.
Its profits grew betterthan estimates
thanks to lower operating expenses,
and thoughitgained market sharein
the equity segment, there was a loss
inthedebt category owingtodelayed
launches of debt index funds.

“The lack of NFO launches espe-
cially in the last two years, has hit
freshinflows.Thelargertrigger,how-
ever, seems to be Sebi’s regulation
surrounding the expenseratios,”said
independent market analyst Amba-
reesh Baliga. He said sentiment will
remain subdued until the next big
trigger in the space,and disappoint-
ing returns may even push people to
go forredemptions.

© Financial Express

Page 1/1

www.thefinancialexpress.com



http://myimpact.impactmeasurement.co.in/index.php?id=a0b09cb9069292007abff37ad53db5bb&id2=cd83127e22f91433b5311f3af0433566
http://www.thefinancialexpress.com

