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Moderator Ladies and gentlemen good day and welcome to IDFC Limited, Q1 FY19 Earnings 

Conference Call. As a reminder all participants’ lines will be in the listen only mode. 

There will be an opportunity for you to ask questions after presentation. Should you 

need assistance during the conference call please signal an operator by pressing * 

and then 0 on your touchtone phone. Please note that this conference is being 

recorded. I now hand the conference over to Mr. Bimal Giri. Thank you and over to 

you sir.  

Bimal Giri Good afternoon everyone, I welcome you to this conference call organized to 

discuss our Financial Results for Q1 Fiscal ‘19. I have with me Sunil Kakar, Bipin 

Gemani and Rinkoo Somani. I would like to state that now the statement made in 

today’s discussions may be forward looking in nature and may involve risks and 

uncertainties. Documents relating to our performance have been emailed to all of 

you. These documents have also been posted on our corporate website. I now 

invite Sunil to provide key highlights of our performance for Q1 fiscal 19. 

Sunil Kakar Thanks Bimal. I welcome Rinkoo, who has joined us as the CFO of IDFC Limited. 

in my last call I had shared thoughts on the possibilities of unlocking value for the 

shareholders. In this direction I just want to reiterate that we are making steady 

progress and I will keep you all posted as and when specific events unfold. I need 

to talk about the change in accounting standards for a minute. For this fiscal we will 

be publishing standalone IndAS financials on a quarterly basis. Since IndAS is 

applicable to NBFCs for this fiscal, although IndAS has been deferred for banks to 

FY 19- 20 as per RBI guide lines, Banks are not permitted to adopt IndAS earlier. 

In view of the different accounting standards applicable to the holding company, 

and the Subsidiary companies, we are unable to publish consolidated results for 

the holding company on a quarter basis. Consolidated IndAS financials will be 

published on an annual basis.  

I will now briefly take all of you through our progress in respect of the various 

subsidiaries mainly the banks, the mutual funds, the IDFC infrastructure finance 

limited, the securities and alternatives. Performance of our bank and the strategy 

behind it has been articulated regularly. Strategically the bank is focused on (1) 

strengthening the Balance Sheet (2) Re orienting the Wholesale Bank. (3) Building 

the Retail bank and (4) fast tracking drivers of profitability.  
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Strengthening the Balance sheet has 2 aspects to it, one is diversifying the asset 

book. And the other is to clean up the stressed assets. Diversifying the Asset book 

away from infrastructure into retail assets and corporate banking is quite visible 

now. Our bank now has a well-diversified asset portfolio of around Rs. 75,000 crore 

with corporate banking and retail assets contributing close to 50%. The share of 

our infra assets, is now below a 3
rd

. 

Our stressed assets have been consistently reducing in absolute INR terms and we 

have also been increasing the provision coverage ratio on them. As of June 30
th
, 

2018, we had a PCR of 77% on our stressed loan book of around Rs. 4,800 crore. 

Also, as mentioned in the IDFC Bank call today, we would be taking additional 

provisions approximately in the range of Rs. 700 crore, so that to increase our PCR 

to 90%. So, that’s about cleaning up the balance sheet and diversifying risk. 

Second item, reorienting the wholesale bank. It focusses on diversifying away from 

infrastructure, growing fee-based revenues and building CASA from corporates 

and Governments. 

Our wholesale asset book of around Rs. 52,000 crore as of June 30
th
, 2018, 

transparently reflects the diversification away from infrastructure and growth in our 

recurring fees. Recurring fees for the bank sequentially grew by 22% from Rs. 98 

crore to Rs. 120 crore. The CASA contribution from corporates, and government 

business is now over Rs. 4,000 crore. From a zero or a negligible base, our retail 

bank has demonstrated strong progress in under 3 years. We now have over 3 

million customers. We have a network that covers the length and breadth of the 

country. It comprises of 170 branches and growing. 412 corporates BC, 99 ATMs 

and over 18,400 customer access points. Retail assets are now at around Rs. 

9,300 crore and comprise a well-diversified mix across rural and urban 

geographies and also across product types. Retail liabilities, that is CASA and time 

deposits, are now around Rs. 7,300 crore. And the buildup on a Q-o-Q basis is 

quite encouraging. All these details are also available at the bank website. 

Accelerating drivers of our profitability. That’s the most important point where we 

are. Accelerating drivers of our profitability, revolves around scaling up of low cost 

liabilities, franchise, increasing the average asset yield through retailization of 

advances, and executing on the proposed merger of the Bank with Capital First. 

Our CASA and Retail time deposits have crossed Rs. 11,300 crore and they 

contribute over 11% to our deposits and borrowings. The proposed merger with 

Capital First, on a proforma basis will translate into a funded book well in excess of 

Rs. 100,000 crore with retail contribution being over 33%.  

Now moving on to the Mutual fund: 

Our mutual fund has been consistently doing well. Our average AUM in Q1 2019 

was around Rs. 70,000 crore, and we maintained our market share of 3% 

notwithstanding, challenging market conditions. Our quarterly average Aum for 

Equity funds was Rs. 21,600 crore, a sequential increase of 7% q-o-q. Our fixed 

income quarterly average AUM was Rs. 48,000 crore. In the fixed income space, 

although allocation moved away from income funds, to the liquid space, we in line 

with our stated strategy, participated in the liquid space in a limited manner. We 

completed the SEBI product re-categorization during this quarter. 
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Infrastructure Finance Limited, also known as the Infrastructure Debt Funds, has a 

loan book of Rs. 4,528 as on June 30
th
 2018, compared to 4,220 as of the fiscal 

end of March 2018. It earned a profit about 24 crore during the quarter. It has a 

well-diversified portfolio across 53 assets in multiple sectors, and asset quality is 

healthy, touch wood with no NPA. IDFC securities generated a revenue of Rs. 

14.35 crore, during the quarter and its profit before tax was Rs. 4.25 crore. All the 

above numbers for the subsidiaries except Bank, are on IndAS basis. As you are 

aware the infrastructure vertical of IDFC alternative was sold to GIC and the 

transaction was closed in early July. 

With this update, I now open the floor to Q&A. 

Moderator Thank you very much sir. Ladies and gentlemen, we will now begin the question 

and answer session. We have our first question from the line of Sarvesh Gupta 

from Maximal Capital, please go ahead. 

Sarvesh Gupta Sir, your current investments on the books as on FY 18 was around 500 crore, out 

of which you would have spent some money buying the IDFC Bank shares. So, 

what is the current level of current investments on your books. 

Sunil Kakar Ye, as of June 30
th
 that number is about Rs. 250 odd crore. And yet we have been 

disclosing all the purchases we are, and we have to report it to the SEBI. And we 

have made progress in that direction.  

Sarvesh Gupta  and secondly you had said that you will share an update on the value unlocking 

process every quarter. So, for this quarter is there any update that you would want 

to share? 

Sunil Kakar I would love to if I could. But I will repeat what I said earlier, that in this direction of 

unlocking value for IDFC shareholders, we have made progress. But there is 

nothing specific at this point in time which I can share. I can only share that we’re 

moving in the right direction. It takes a little bit of time. The process is a bit 

complicated. But rest assured, the management is working towards that direction 

and with a little bit of luck, the next time we have this call, I will have some specific 

information to talk about. 

Sarvesh Gupta And sir, my final question is, if you look at the RBI regulations of 2013 and 2016 

both stipulate that post the starting of the bank from there to 5 years, the sponsor 

should maintain a 40% promoter shareholding, right? So, since our bank started in 

October 2015, so 5 years will end in October 2020. So, if we were to collapse the 

structure into one company, hypothetically those shares of IDFC Bank would be 

then owned by all the shareholders of IDFC. And hence there would not be any 

particular entity which will have 40%. So, is it right to assume that this collapse of a 

structure hence cannot happen till October or September end of 2020? 

Sunil Kakar Well most of the data points you have given are correct, that yes, its 40%, but if 

you continue with the concept, as long as the NOFHC or IDFC Limited exists, they 

will have to maintain the 40% till October 2020. Even after that, they have to 

maintain 20% at the minimum. 5 to 10 years we have to maintain 20%, 10 to 12 

years is 15%. So as long as the concept of a promoter is mandatorily required, that 

will become a challenge. Having said that, there is no reason to believe that the 
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need of a promoter permanently is required for a simple reason that, as a 

promoter, my obligation to supply capital as and when required will get impacted, 

because if there are 2 listed entities, people will go straight down to the Bank. So, 

this whole structural collapse which we are talking of, there are 2 steps to it. One is 

an NOFHC going away. That, in 2016 guide lines also if you look, the possibility 

exists, if you have no other business other than Banking. The ultimate collapse 

which is between the bank and IDFC and a reverse merger, pure reading of the 

2013 circular, etc, you are absolutely right. But can common sense prevail, Can 

RBI give us some sort of a blessings or understand that the role of an… it’s not 

necessary to have a promoter as long as it’s a well-diversified bank. For example, I 

think ICICI, doesn’t have ‘a’ single promoter. So, you are right. All of this is subject 

to RBI approval. I have stated that many times. I continue to repeat. All this change 

in the collapse of structure is subject to RBI approval. Without their approval, it 

cannot happen. But we will work towards it. But one of the first conditions to that, At 

least even if we move towards the NOFHC and others, so there will be enough 

traction to ensure that at least non-bank related value which has got trapped, has 

got unlocked and returned back to the shareholders, and hence the probability of 

increasing the probability increases of an ultimate collapse. But it is still a 

probability, it is always subject to regulatory approval.  

Sarvesh Gupta  Sir you would ideally as you had said in one of the previous conference calls that, 

the idea is to either demerge, or sell the other businesses. And hence you would 

want to approach RBI well before this 5-year deadline of September 2020.  

Sunil Kakar Yes, the answer is simple. Its yes.  

Sarvesh Gupta  And the major point that you would want to convince RBI on is to do away with this 

guideline on promoter shareholding. 

Sunil Kakar Yes, the major point one would discuss with RBI is, the role of the promoter. What 

they expect to fulfill under these conditions. I don’t think IDFC Limited can fulfill that 

role. For a simple reason that, raising capital at the parent level is not going to be 

of any consequence. Meaning it’s going to be extremely difficult, because 

immediately some holdco discount comes. And therefore, a widely held bank is an 

equally good proposition.  

Sarvesh Gupta  Understood sir. And one final question if I may. My understanding is that you would 

never raise any debt at the holdco level, or at the stand-alone level, because of 

either regulatory reason because you don’t intend to. So is that understanding 

right, that we would not raise any debt at the standalone company level for any 

reason. 

Sunil Kakar No I have never raised. Sometimes some opportunities may come across you for 

some short investments. But yes, there is no intent to raise debt and make some 

permanent investments out there. But if there are short term opportunities, we are 

allowed to raise whatever limit we raise it. But it will be prudent and rarely used. 

So, it’s not from strategic perspective. But some tactical play might be there, which 

we might participate in.  

Sarvesh Gupta and if do you raise debt, can you pledge IDFC share for the purpose of that? I 

mean are you allowed to pledge IDFC Banks’ share.  
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Sunil Kakar I don’t think we are going to do that. It is a hypothetical question.  

Moderator Thank you. The next question is from the line of Anirudh Agarwal from AAA 

investments, please go ahead.  

Anirudh Agarwal Hi, my first question is on the IDF. So, going forward, what do we see as the 

growth prospects in the coming years.  

Sunil Kakar Yes, so, as we said, it’s an infrastructure debt fund which is investing in assets 

which are operational in nature post 1-year COD. Our expectation is 20% to 25% 

growth of assets and proportionately therefore their profits should continue. Having 

said that, there is some margin pressure. We have to be prudent in seeking which 

assets we want to invest in. As I said even the last quarter, we have moved by 300 

odd crore of exposure and disbursement. So roughly 20% growth if you can take 

that. 

Anirudh Agarwal Okay. So as of now, what are the yields and cost of funds in this business path? 

Sunil Kakar So, general spreads are around 150 basis points.  

Anirudh Agarwal Because I am assuming, the yields would be around 8%, since they are good 

quality assets.  

Sunil Kakar No. Its more than 8%.  

Anirudh Agarwal Okay. We need to sell a 32% stake in this IDF by October, is that correct? 

Sunil Kakar Yes. We have to find ways and means to reduce our hold. That’s a regulatory 

requirement. And the answer is yes. We have to do it soon. 

Anirudh Agarwal Okay, but have we made any progress on that. Are we in talks with certain 

investors or how is it as of now? 

Sunil Kakar As I mentioned, when I am in a position to give you specific information, I shall be 

the first one to share with you. But rest assured, we are all focusing on it and as I 

said, may be the next call, there may be more information, which I can share with 

you. We are working diligently on ensuring that, especially regulatory requirements 

are met. Okay.  

Anirudh Agarwal  And on the AMC business, with the markets have been volatile both in fixed 

income and equity side, but for the next few quarters, what do you foresee? 

Sunil Kakar It depends, the markets are growing, the Sensex is there, and then there are these 

few stocks. There is something if I may use the word ‘through the distribution 

agencies’, it’s getting tougher, but our objective is to continue focus on equity 

growth. Not to play too much in the cash market because, fixed incomes moving 

towards cash obviously it will happen in that direction, because if interest rates are 

being raised every quarter, hopefully the signaling and I haven’t read the RBI policy 

today, I know they have raised 25 basis points. But the bias towards cash fund will 

happen in that direction. So, we will continue to focus on the distribution network 
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providing the customer the right products to see, and the focus will continue on 

growing the equity. So, what will happen? We will grow. Hopefully we are growing 

in equities more than what the market is growing. But sooner or later we will see 

what happens with it. But yes, the focus is I repeat, to grow and on the equity side 

and keep diligently making calls on the customers. We can do the input. We can do 

the activity and you know, generally it is a good time to invest when the markets 

are going different ways especially for small investors, on a SIP basis. So, the 

focus is on SIP, the focus is on transactions on a daily basis. So that’s how it will 

continue to grow.  

Anirudh Agarwal So sale transaction for the AMC was being talked about. I am not asking for 

specifics, but hypothetically let’s say the traction were to go through, then how 

would you prefer this cash to shareholders? I mean, our share price is pretty much 

depressed. So, would you prefer a buy back, or dividends or what would be your 

thought process on that? 

Sunil Kakar See we will have to do it, first of all in a tax compliant manner. Obviously to answer 

very specifically to you, it is may be a combination of both. But I just want to put an 

expectation on a time line. Even once we find a suitable partner, given the time 

lines of actual transaction happening etc. with the regulatory approvals, that’s still a 

6 to 9 months process okay. So, just wanted to put some time line there.  

Anirudh Agarwal So after the delist concluded it would take 6 to 9 months for the funds to flow in and 

then another few months for let’s say whatever way you choose to return it to 

shareholders? 

Sunil Kakar Yes that is correct. This is assuming all the regulatory process. So hopefully we will 

do our best, and I again want to reassure all the shareholders that step one is the 

tax compliant manner, and we will try and optimize the combination as allowed by 

the rules most likely will be a mix of dividend and buy backs.  

Anirudh Agarwal So that means we will not be looking for any inorganic opportunities in terms of 

growth or buying any other businesses. Your capital would straight away go to the 

shareholders, in whichever way you choose.  

Sunil Kakar That is correct. We just spoke some time back as you mentioned that, how do we 

move to a situation where we can do the collapse. If we start investing like that it 

can’t work like that right? 

Moderator Thank you. The next question is from the line of Arun Ranganathan, an individual 

investor, please go ahead 

Arun Ranganathan My question is regarding the value unlocking of the shareholders of IDFC Limited. 

The stock price is depressed as you know. What will be time line for collapsing this 

NOFHC Holding Company structure and what will be the timeline for reverse 

merger to happen sir, if at all? 

Sunil Kakar Sir I think for the last two participants I had clarified that, this is subject to Reserve 

Bank of India regulatory approval. And if you want a guess, whatever happens, it is 

going to be closer towards next fiscal, say March 2020, depending on how the 

regulator approves the transfer or the change in the structure. So, it’s all in the 
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hands of regulator. We, from the management side, will ensure that all the 

necessary conditions, before the RBI can apply its mind, are fulfilled so that we 

don’t have any deviations from the conditions and the deviations if any are 

minimized. But before that happens, there will be steps which are being pursued or 

taken as spoken or discussed in with the last two questioners. There are 2 parts to 

it. One is monetization, and other is transferring the same to the shareholders in 

the most tax compliant and an optimal manner. If merger or demerger or collapse 

is possible, that would be one way, if it is not possible we will look for other 

effective ways of transferring the monetized value. I have also said that we will not 

take this monetized value and start investing in something new. That is not the 

strategy. Whatever value is unlocked will be transferred to the shareholders. 

Arun Ranganathan As we are going ahead and monetizing the assets, what sort of an assurance do 

we have to close this regulatory hurdle. Because we are assuming that, if we don’t 

have these assets and if you are just doing the banking business through the 

subsidiary IDFC Bank, then will IDFC Limited get this approval. Are we assuming 

like that or have we some sort of indications from RBI to go ahead and sell all 

those other assets and come and then we will approve. Do we have any 

consideration on that sir? Are we assuming and going by the book or selling all 

these assets like AMC and stuff? 

Sunil Kakar Look, we have to work. There is no approval from RBI or there are no guarantees 

from anybody. Event will unfold as they unfold. 

Arun Ranganathan  Okay we are assuming that, if we go with the banking business only, it is possible 

for us to collapse the holding company structure at least.  

Sunil Kakar That is correct, that is an assumption. But even if nothing happens, the value will 

be transferred to the shareholders. Value of the non-fund companies. 

Arun Ranganathan But we will at least try and do a non-operative holding company structure collapse 

also we will be trying sir, if it is possible? 

Sunil Kakar Yes. I repeat, that is the intention.  

Arun Ranganathan And, then we will reverse merge if it is possible with the bank. So, we don’t have 

any assets at that point in time. We are just a holding company which has Bank. 

So, we don’t need the holding company and we will reverse merge Bank with IDFC 

Limited. That is what the game plan is all about right? 

Sunil Kakar That is the game plan subject to regulatory approvals.  

Arun Ranganathan Okay. And the time line, is it around 1 year? 

Sunil Kakar More than 1 year. 1-year post-meeting the condition precedence. Yes, that is the 

goal, that is the objective. Just be a little bit more patient we have some more 

information coming hopefully very soon.  



 

Transcript of IDFC’s Q1FY19 Earnings Call   Page 8 of 8 

Arun Ranganathan I wanted to ask regarding the Capital First Merger. After the merger happens, the 

holding will go down for the Bank and we need to buy around 2.5%. So, we have 

bought that in this quarter is it complying with the regulation of 40%? 

Sunil Kakar Sir, we have bought a significant portion of it. Some more and we have been 

reporting the same to the stock exchanges. It’s public information and is out there.  

Moderator Ladies and gentlemen, this is a follow-up question from Anirudh Agarwal from AAA 

Investments.  

Anirudh Agarwal So my question is on the alternatives business. What was the transactions value 

for the infrastructure funds that we sold? 

Sunil Kakar Can’t be disclosing specific information. 

Anirudh Agarwal But, in terms of the profit that we have shown for Q1, fair to assume that the capital 

gains since we have accrued are included in? 

Sunil Kakar It is not captured. This thing happened in July if you remember. So, it will come in 

this quarter.  

Anirudh Agarwal Sir what has led to this significant profitability improvement in the alternatives 

business? 

Sunil Kakar See this is IndAS so some fair value gains might have come through.  

Anirudh Agarwal And the PE and real-estate funds that we are selling, has the term sheets been 

signed, or where are we, in terms of that transaction.  

Sunil Kakar Yes, that’s also almost done.  

Anirudh Agarwal  So it’s fair to say that that would conclude in this quarter most probably. 

Sunil Kakar Yes. 

Anirudh Agarwal But the sales values of these wouldn’t move the needle by too much. Is that the 

right way? 

Sunil Kakar Yes. That is also correct. 

Moderator Thank you. Ladies and gentlemen that was the last question. I now hand the 

conference over to the management for closing comments. 

Sunil Kakar Thank  you all. I hope that the next quarter we will be able to share some more 

data points with you. Thank you.  

Moderator Thank you very much sir. Ladies and gentlemen, on behalf of IDFC Limited that 

concludes this conference. Thank you for joining us and you may now disconnect 

your lines.  


