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Moderator: Ladies and gentlemen, good day and welcome to the IDFC Limited Q2 FY19 
Earning Conference Call. As a reminder, all participant’ lines will be in the listen-
only mode and there will be an opportunity for you to ask questions after the 
presentation concludes. Should you need assistance during the conference call, 
please signal an operator by pressing "*" then "0" on your touchtone telephone. 
Please note that this conference is being recorded. I would now like to hand the 
conference over to Mr. Bimal Giri of IDFC Limited. Thank you and over to you sir. 

Bimal Giri: Good morning, everyone. I welcome you to this conference call organized to 
discuss our financial results for Q2 FY19. I have with me Sunil Kakar, Bipin 
Gemani and Rinkoo Somani. I would like to state that some of the statements 
made in today’s discussions may be forward-looking in nature and may involve 
risks and uncertainties. Documents relating to our financial performance have been 
e-mailed 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 Q2 fiscal 
‘19 

Sunil Kakar: Good morning, everybody. I think we will just talk about the substantial issues, the 
numbers, etc., are there and if anybody has specific questions on the numbers, we 
will take it on Q&A but let us talk of the more substantive issues which have 
impacted our strategy and direction in which we have been moving. So, first of all, 
let me share some news with you. Last quarter I had shared that the divestment 
process of alternative had begun, the infra was done and PERE platform is also on 
the way. So, one vertical business unit divestment process started last quarter. 

I am happy to share with you that this quarter we have another business unit which 
is the Infrastructure Debt Fund, the divestment process of that has already begun. 
We have just shared with the stock exchange that the controlling interest subject to 
RBI approval is being taken by NIIF which is National Infrastructure and Investment 
Fund. So, every quarter if you see the run rate perspective one of the subsidiaries, 
the process of divestment begins. Obviously, some of it takes longer at close, the 
IDF by the time we finish everything it could be at least six to nine months if not 
slightly more. So, there are various CPs to be concluded, but the process has 
begun and we have signed a definitive agreement also. So, two done. Hopefully if 
you go by this run rate next quarter there should be at least one more on the table. 
So, that is the progress on towards getting out of our non-core businesses if I may 
say so, the core being a bank or if I may broadly speak retailization of the group. 

 The second item I want to discuss or share with you is just an interpretation of an 
item of the recent RBI clarifications I understand given to the two promoter listed 
small finance banks. Our interpretation and it is still an interpretation also backed 
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by what I have read in some of the newspapers, etc., is that for five years from the 
beginning the collapse or reverse merger would not be possible. Now if you look at 
it from that perspective and I have been saying so for quite some time that, look, 
the full collapse is subject to RBI and may or may not happen, but to me this is 
actually it is very good news that if five years is the only lock-in period that means 
post five years it can happen, that implies we are already three years done, okay, 
the others whoever they are maybe at least another three or four years for them to 
complete the five years, I do not know exactly when they started operations, but 
generally speaking I think they are at least a year, year and a half behind us. So, 
by October 2020, the lock-in period of us as a promoter expires and now a 
reasonable probability if I may use the word although some clarity is needed, there 
is nothing has been spoken to or received from Reserve Bank of India, this is all 
from the market news. Now what does it mean? It means that the way things are 
moving along any which way by the time the process begins and ends for any 
divestment, to put everything into perspective, it would be at least Q2 of ’19 so that 
all it means is it will have only one year before which we can start the process of 
reverse merger with of course the approval of RBI, and that process itself takes 
maybe six, nine months, or since it is a legal court related process and if RBI is 
accommodative we can do it parallel such that say November, December of 2020, 
all actions are completed…of course, these are timelines drawn by us only, but it is 
logical. Even if you leave that aside for a moment, the fact that our core business 
would be the banking business and in the banking business if IDFC Limited which 
is the parent holds a number of shares of the bank, then they are in a position to 
monetize, sell it as and when appropriate, find partners and push the money out. 
My mathematical or logical analysis is 20% MAT tax is only on the gain if it is 
priced up, I do not know what the price is going to be 18, 24-months from now, but 
even if it is 75, 80, everybody can do their math, as an index assume the cost is 
100 and the sale price is 200, the gain is 100, on 100 if I have to pay Rs.20 tax on 
the total revenue it is only 10%. So, from a per share perspective, the tax impact is 
only 10%, add a few surcharges here and there, maybe 10-15. Of course, that is 
the mathematical answer. Market perceptions are market perceptions. So, I just 
wanted to share that this little bit of certainty around the lock-in period of five years 
is actually not that bad an item, it kind of takes away the uncertainty… of course, it 
still needs final clarity from RBI that okay, after five years they are not averse to the 
reverse merger. So, in my mind those were the two key developments which have 
happened. 

I just update also the merger with Capital First is moving very smoothly and for us 
also most likely late December or early January that process will be completed. We 
have also shared that the new name of the bank will be… of course subject to RBI 
approval, etc., but I do not see any reason there, it will be IDFC First Bank. So, 
those are the key important developments at a strategic level. The rest we can go 
through let us take bank first because that is a more important asset or subsidiary. 
Of course, you would have seen and heard all the numbers and the call which 
Rajiv did a few days ago. The key message out there is on the growth side the 
retail assets have grown by 19% QoQ, it is around Rs.11,000 crore with asset 
yields stable around 14-15%. The retail CASA has grown 26% to about Rs.2600 
crore. We are as per our strategy diversifying away from infra on track in wholesale 
assets. So, message is simple that wherever we wanted to be our focus area within 
the bank, growth is taking place in those areas. Overall if you look at it at a top line 
balance sheet you would not see any growth but the mix is changing and the mix is 
changing fast and it is changing in the right direction, it is moving away from infra 
and growing in more granular retail as well other corporate, what we call emerging 
large corporate assets. The sequential growth there in the emerging large 
corporate or wholesale assets excluding infra, etc., was about 10% to Rs.8,000 
crore. The recurring fees is about 6%. 
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The other big thing we did and I am just repeating, actually it has all been shared in 
the last call of the bank, the key one, most important one which we are now very 
happy to share with the world is that our net NPA ratio is 0.6 and the gross is 1.6. 
We are running a provisional PCR ratio of almost 80% and by the time we end the 
fiscal we expect it to go up to 90% without any increase in provision, there is no 
magic to it. We expect some of the so-called stressed assets or NPAs to come 
back. 

Resolution: So, that is a very good and important development that as far as our 
legacy assets go, also lets out of our book, we are running whatever is there with 
us at 90% provision coverage ratio. After all of that, having taken through our P&L 
and balance sheet, our capital adequacy is very healthy at 19.2. And merger with 
Capital First as we say is on track and is expected to be consummated by end of 
this calendar year. That is broadly on the bank. All lights are green, everything is 
moving as expected. 

Now AMC and bigger pictures are all around us of NBFC, it is a bit of a difficult time 
but we have been able to maintain our average AUM for the quarter, stable at 
Rs.69,500 crore despite the huge significant market volatility you know. The flows 
have reduced to the equity fund. We were focused on non-cash. Cash people have 
moved into cash funds. So, in the non-cash fund plus equity we have been able to 
maintain our market share despite all the volatility. The equity average AUM for the 
quarter was at Rs.22,500 crore, up 4.4% QoQ. We are all aware that SEBI is 
expected to put the TER system in place. As far as fees to be charged or paid out 
rather is more on steady trail commission, no upfront fee payment that has already 
got implemented a few days back. So, significant changes in the SEBI regulations 
with respect to market and the fees we can charge. That will take some time to 
stabilize. So, there is a bit of volatility. How much the AMC will need to absorb and 
how much can be passed on or shared with the distributors? Those things will need 
to stabilize but maybe a quarter or two things should stabilize out there and it 
moves on as well into the right direction. 

Infrastructure Debt Fund: I just shared with you, we have just signed a definitive 
agreement with NIIF. They are taking majority control subject to RBI approval. The 
loan book performance increased to the loans are about INR 4,500 crore from INR 
3,300 crore in the first six months. So, that is also pretty good, healthy increase of 
about INR 1,200 crore. PAT has increased to INR 52 crore from INR 43 crore in the 
same period last year. The credit rating of debt instruments continues to be AAA 
and asset quality is absolutely pristine. We have zero DPD, SMA zero is also zero, 
and with a strong capital adequacy at 23%. 

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

Moderator: Thank you very much. Ladies and gentlemen, we will now begin the question-and-
answer session. We will take the first question from the line of Ashi Anand from 
Allegro Capital. Please go ahead. 

Ashi Anand: Just wanted your thoughts in relation to how do we plan to deploy the cash that we 
could get from divestments, would the dividend thing ease out or are we open to 
buyback, what exactly are the plans? 

Sunil Kakar: It is a combination of dividend and buyback basis whatever rules are with respect 
to buyback. There are certain rules It will be combination. So, first and foremost 
very important question for everybody on the line, all cash will be sent back to the 
shareholders in the most tax efficient way, that is the direction, so which could be a 
combination, whichever is the most tax efficient way, and still tax compliant 100%. 
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Moderator: Thank you. We will take the next question from the line of Nakul Gupta from CLSA. 
Please go ahead. 

Nakul Gupta: Just wanted to check with you in terms of what you were saying at the beginning, 
while you are coming close to the sort of five year lock in period, also wanted to 
understand in your perspective, how much do you think the promoter shareholding 
would need to be post that, it would be I guess conjecture at this point but would 
love to hear your thoughts? 

Sunil Kakar: Look, the intent from management is to reverse merge, so there is no promoter. If 
you remember, that is the big problem we have been having, IDFC Limited does 
not have a promoter, so IDFC Limited itself is a promoter for the bank and after five 
years obviously, in one day I can get down to 20% but… 

Moderator: Thank you. We will take the next question from the line of Anirvad Agarwal from 
AAA Investments. Please go ahead. 

Anirvad Agarwal: My first question is on the IIFL stake sale. So, could you give any indicated 
valuation that we received for this asset? 

Sunil Kakar: Sorry, I cannot give that. 

Anirvad Agarwal: But what was the net worth of this entity as on 30
th
 September? 

Sunil Kakar: 790. 

Anirvad Agarwal: So, fair to assume it would be some multiple of this? 

Sunil Kakar: Yes, but then you have to guess the multiple, I have to guess the multiple, so let us 
say it is above net worth of course, it is not below the net worth, so the multiple is 
greater than 1. 

Anirvad Agarwal: Right now, our borrowings in the IIFL are all long-term or do we have any ALM 
issue? 

Sunil Kakar: No, we do not have any ALM issue. Actually, we were just doing an LCR which is 
the liquidity coverage ratio. In banks it is required to be one, for IIFL it is 20, we do 
not have any liquidity issues I confirm. 

Anirvad Agarwal: What is the cost of funds there currently? 

Sunil Kakar: What has happened is the pricing has moved up and average is about 8.3-odd, but 
margin is higher, on the margin depending on whichever tenor you are looking at, 
obviously you can see whatever is AAA paper revenues roughly 5-7-years is where 
we would be bucketing it, I guess about 9-ish. 

Anirvad Agarwal: What about the lending opportunity there -- do we think there could be an increase 
in opportunity going ahead since some of our competitors are in a bit of trouble? 

Sunil Kakar: Yes, you know the regulations around IIFL is that it is only completed assets with 
one year of satisfactory operations and with such assets still need to diversify your 
portfolio and now the majority control is expected to be moving to the new buyer 
and jointly we will see whatever is the opportunity but the answer is definitely yes, 
given that the fact that you now have a partner of reputation of NIIF. Yes, capital is 
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no longer a constraint and it never was, but you have to find the right balance 
between the risk and price. 

Anirvad Agarwal: On the AMC, any update on the stake sale? 

Sunil Kakar: As I said, there has been a bit of turbulence. So, we will see. We are evaluating 
proposals for AMC. As I said next quarter at least one should be on the table. 

Anirvad Agarwal: What about the impact of the new SEBI regulations on the AMC issue, does that 
materiality impact our profitability going ahead in the AMC business? 

Sunil Kakar: Of course, it has not yet come into force with respect to the slabs, right, you are 
talking about the slabs. In absolute the answer is yes, but relatively speaking 
impact on our profitability and growth is much less compared to large funds 
because we have mid-size funds and it provides us an opportunity to be able to 
share little bit more with the distributor because we have a larger TER slab, 
because we have all funds which are not very large, so to that extent, relatively 
speaking, the impact will be lower. 

Anirvad Agarwal: On the equityAMC, have the fund flows been affected because of the market 
turmoil what is your reading of the situation currently? 

Sunil Kakar: We have been able to manage or slightly grow on our equity market share but yes, 
definitely the fund flows I am told was about 3.8% growth whereas previous quarter 
was about 7%-odd average last year same period. But that is natural, right, and 
every time this happens when markets are down, the fund flows towards equity and 
actually should be inversely around, this is a good time to buy but this is human 
nature. The answer is it is coming down. I think it is kind of flattening out. There is a 
lot of turmoil right now. So, we have to be a bit more patient and see how it moves 
out. As an industry we have to keep focusing on doing what is the right thing giving 
the right advice and the storms pass right, it is just rainfall. 

Anirvad Agarwal: What are the SIP flows monthly right now? 

Sunil Kakar: But there is no change in our SIP flows to that extent. Number of SIPs have grown 
actually, last quarter was about 4,15,000, this quarter is about 4,35,000. Rupee 
wise I do not have the numbers with me right now but the point is when you are 
building businesses the ticket size will follow as it comes. If you get more number 
of transactions, more number of people participating in that process, the book will 
grow. So, our focus is on getting more clients similar to in the bank getting more 
customers. Average balance of the customers may not be as high as we would like 
it to be but slowly and surely it will improve. 

Anirvad Agarwal: You spoke about some tax impact earlier. Could you just clarify? I did not get that 
properly in your opening remarks. 

Sunil Kakar: I was saying that the holdco discount which is prevailing does not seem to add up 
to the mathematically calculated leakage by sale. Let me give you an example 
more concrete. Assuming that the bank stocks are being held… this is a scenario 
and it is for everybody, it is true even for the small finance banks, not now. 
Whenever you reach your five years, the parent or the promoter which is the listed 
entity is holding the bank stock, it can sell the bank stock let us assume that the 
cost of the bank stock was Rs.100 and the market price is Rs.200. So, the gain is 
Rs.100, on Rs.100 you pay Rs.20, you create a MAT or even a capital gain you 
can calculate assuming they are both similar, Rs.20, 22-odd is your long-term 
capital gain tax in that range, but if you are giving a holdco discount of 20%, it is 
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wrong because the share price is Rs.200, it is not 20% of Rs.200, it is 20% of the 
gain, so of the share price it is almost 10, 11%, right. So, mathematically, your 
discount should be only 11-12% in this example. Why should it be higher than that? 
So, this is a debate which I need to also have with some of the investors and see 
that why the holdco discount should be more than this number. Now, it is possible if 
you change. Suppose the price is Rs.100-500, so then your tax loss is 20% of 400 
which is 80 and 80 divide by 500 is 16%. So, that is where I come from. But again 
as I said, markets are markets, they are the ultimate drivers of price. That is what I 
was trying to say that mathematically I feel that it should stabilize around. This is a 
scenario even if reverse merger is not allowed. Post five years the holdco discount 
should trade in the range of 10-15%. That is what I was trying to communicate. 

Moderator: Thank you. We will take the next question from the line of Sarvesh Gupta from 
Maximal Capital. Please go ahead. 

Sarvesh Gupta: So, first question is last few quarters you have been saying that you will be able to 
disclose the value of transactions for your private equity fund related sales. So, can 
you please share the number? 

Sunil Kakar: I am not sure, I will have to check with the company, because it will flow into my 
annual results, that is why I was saying, look, when I finalize my annual result, all 
the details will be there with respect to, but if you look at our entity wise P&L on 
Page 6 of the ‘Investor Presentation’ the income out there as IDFC alternative 
should give you an indication. 

Sarvesh Gupta: Sir, but is there any recent regulatory or otherwise that you are not able to share 
the sale numbers for all these transactions that you are doing? 

Sunil Kakar: Since I do not know exactly, whether there is. It is better to be careful, but as I said 
it is there in the investor deck, so if you want to just look at it, it is there and that is 
the income shown out there is Rs.190 crore that is part of it, because something 
went here, something came to the holdco because of the VCF units. 

Sarvesh Gupta: I was interested in knowing on a post-tax basis what is the accretion in book value 
because of the sale of these funds that you have? 

Sunil Kakar: Re.1 per share. 

Sarvesh Gupta: That is #1. Secondly, again, the same question is with regard to the sale of IDF. 
So, is there any reason why you are not able to share the number here? 

Sunil Kakar: Look, I will have to check with the compliance. There is definitely a reason that we 
have entered into a definitive agreement. There are CPs which needs to be 
completed and then we will need to talk to the other party also. 

Sarvesh Gupta: In case of large number of transactions, the numbers are always reported, of 
course, this is subject to all the customary CPs and customary regulations and 
everything, but I think as shareholders we should be entitled to know the kind of 
numbers as we are getting for the sale of these assets? 

Sunil Kakar: Yes, as I said, even the first leg is consummated whenever it happens and it is not 
long, we are talking next quarter you should be having that number because right 
now it is still subject to certain approvals, not CPs with respect to performance or 
anything like that. All I can say is it is in two tranches, the second tranche anyways 
is unknown, the first tranche is a majority control ownership. As soon as that 
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happens which is expected to be November-December, by January call you should 
have that number. 

Sarvesh Gupta: What is the quantum of shareholding that we are selling here? 

Sunil Kakar: They are taking majority stake, majority is defined as whatever as you know 
greater than 50%. 

Sarvesh Gupta: Sir, on this thing wherein you are saying that on the AMC there has not been any 
update, so sometimes what we have seen especially in the financial markets is that 
we tend to get too greedy around our assets and then nothing happens for a long 
time. One very good example is very distinguished housing finance company which 
was put up on the block by the promoter last year and because of 10% difference 
in the price, the sale did not happen and then suddenly the housing finance 
companies are somewhere lower in value now. So, the point being that good is 
sometimes not great so I hope we are not getting too greedy about the 
expectations on AMC business? 

Sunil Kakar: Because it is a subjective concept of being too greedy the word too greedy or even 
greedy, at the same time it is possible that when we arrive at a number you guys 
will jump all over us and saying what the hell, this you have sold it for a song. So, 
this is an art as well as a science. So, let me share with you the process. I think the 
process is equally important and process discovers the price. We have had 
extensions and you are right for at least three, four months we have been following 
a process but what has happened and you have to understand both from the seller 
and buyer’s perspective that the change in the TER in September and we are 
talking only about maybe three, four weeks, this change has made all the models, 
people have to relook at those models. Because they have to relook at the models, 
everything is not necessarily business as usual and you can multiply the old 
numbers and earnings and multiple or AUM, etc., It needs a little bit of settling 
down because there is a huge assumption difference between what will be, how it 
will grow, how much will be shared with the distributors, etc., Now, this noise if I 
may use the word of SEBI coming up with the change in TER which happened in 
September needs a little bit of settlement. That is all I am trying to share with you. It 
is not about being greedy, no, that is not the case. The case is trying to find a fair 
market value through the process and remember this is through a process of 
competitive bidding. Competitive bidding comes up with an answer X,that is the 
answer, there is no question of saying, I want 2X. That is not what we are trying to 
do here. 

Moderator: Thank you. We will take the next question from the line of Aditya Singhania from 
Enam Holding. Please go ahead. 

Aditya Singhania: Could you update us on the balance sheet now what is the level of surplus cash 
and liquid investments post the purchase of shares of IDFC Bank and whatever 
sale you have done? 

Sunil Kakar: Say about Rs.500 crore. 

Moderator: Thank you. We will take the next question from the line of Amish Kanani from JM 
Financial. Please go ahead. 

Amish Kanani: If you can kind of a bit explain us the way accounting profits will be treated at a 
holding company level, there is this transition IndAS versus IGAAP that we have 
talked? Also in the context sir about the merger with our stake in the bank going 
below 50 post the merger, how will it look like this year and also next year 
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assuming that the 40% stake remains, how will we adopt the accounting part of the 
profits that we will accrue? 

Sunil Kakar: I will try and answer that first and then I have my CFO, Rinkoo, here to add to the 
technicalities. So, the second question first, yes, we will be 40% the day merger 
happens because that is an RBI requirement, okay, so the current 556 has been 
worked backwards, actually we were 53, we bought some which was the previous 
questionnaire has asked, so we bought some such that post-merger, we will be at 
40, so we will soon come to 40. Now 40 is not a subsidiary, my accounting 
knowledge is that if you are not a subsidiary, it is a one-line consolidation which is 
equity pick up and it does not matter whether you are in IndAS or in Indian GAAP. 
So, the 40% means that whatever be the profit like a minority interest which has 
come up or actually… 

Rinkoo Somani: Equity method under which associate consolidation has happened. So, it will be 
one-line adjustment to the value of investment of bank which is profit from 
associate. 

Sunil Kakar: The other way you asked was on opening adjustments etc., remember, IDFC 
Limited today, now this is the anomaly and we have to live with it for some time, all 
NBFCs are on IndAS, Bank is on IGAAP. You cannot consolidate apples and 
oranges. So, there we have not been doing the consolidation at least for the 
quarterly results, we will do… 

Amish Kanani: Actually, I appreciate the problem. Just wanted to know how will it happen in reality 
and in most practical terms? 

Sunil Kakar: In the most practical terms, Bank will generate a fit for consolidation financials end 
of March and the full year will be presented on IndAS basis for the whole group. 
But I just wanted to share IDFC Limited standalone, the change from IGAAP from 
IndAS is immaterial, I think the net worth difference is about Rs.5 or 6 crore. 

Amish Kanani: So, this year also we will be able to consolidate 40% of IDFC Bank as the consol 
numbers of Capital First and IDFC Bank will happen or it will be pro rata? 

Rinkoo Somani: From the appointed date it will be 40% and prior to appointed date it will be 53+56, 
so it will be pro-rated for the period of holding. 

Sunil Kakar: This is P&L and balance sheet is 40. 

Amish Kanani: Second question is about the dividend we are showing as income above that IDFC 
FHCL level versus at IDFC Limited level. If you can just tell us which dividends are 
accounted, it will help, we are showing a dividend income of Rs.121 crore? 

Sunil Kakar: All the subsidiaries, if you go back, bank being the largest of the lot, and say AMC 
and IDFC Securities, take the dividend, because NOFHC is the first direct 
shareholder. So, all that dividend comes into NOFHC and then get pushed up 
because it is 100% subsidiary, there is no dividend leakage after that. 

Amish Kanani: So, the point being the dividend that we are talking about and the FSC level is 
Rs.194 crore whereas at IDFC level I think it is Rs.121 crore, right? 

Sunil Kakar: The reason is the whole 45 IC. 

Bipin Gemani There are regulatory reserves to be created before you can pay dividend to the 
shareholders as long as you remain, the NBFC regulated by RBI. 
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Rinkoo Somani: 25% of the profits of NOFHC are required to be retained as 45 IC reserves and 
then only NOFHC can declare dividend to IDFC Limited. 

Sunil Kakar: But remember, in one sense it is cash trap, but it is not leakage. I do want you to 
differentiate between the two that it is cash sitting there, not available for 
distribution, but sooner or later whichever way you look at it. In my opinion and we 
spoke about the earlier business of reverse merger of IDFC Limited and the bank. 
But as far as the NOFHC goes, I think that should not be an issue once we are 
able to come for divestment clear of all non-bank subsidiaries. But even without 
that, there are always legally possible ways of reducing capital if cash builds up to 
some extent. But right now it is too small to go through the whole process. So, all 
my point is the money is not lost, it is not leakage, it is sitting there and there are 
ways to pull it up. 

Moderator: Thank you. We will take the next question from the line of Pranav Gupta from Birla 
Sun Life Insurance. Please go ahead. 

Pranav Gupta: I just want to get some point of view on how you look to collapse the holding 
company structure. So, to my understanding, obviously, the guidelines to the SFBs 
and to you guys is different. So, for them they have a mandate to reduce. Past the 
five years when they reduce the holding to 40%. After that they have a mandate to 
reduce the holding to a further of 30% in next five years. So, what is the relation 
which is … 

Sunil Kakar: 20% technically on first day after end of five years, so October 2
nd

 is a holiday, so 
October 3

rd
 I can come down to 20%. 

Pranav Gupta: That has been confirmed because the difference is that for the SFBs there is kind 
of an uncertainty whether they can go below 30 when 40% period is over. So, just 
wanted to get some clarity on that? 

Sunil Kakar: This 20% is written in the… 

Pranav Gupta: So, the collapsing of the structure is completely contingent on the approval given 
by the RBI, right? 

Sunil Kakar: That is correct. 

Pranav Gupta: That will be post the five years’ period is over, only then you can apply, is my 
understanding right? 

Sunil Kakar: We are playing with words, because can I apply before, as long as it is effective 
post five years it should be possible but let us say the real effectiveness can only 
happen after five years. But the application is made five weeks before or later…. 

Pranav Gupta: Sure, I am not getting in that, I am just trying to understand when the structure can 
be formalized. 

Sunil Kakar: I spent lot of time in the first part of some other questions, trying to explain to you 
all that obviously that is the Plan-A, but with every Plan-A, there is also a 
contingencies plan which will not substantially reduce the means to monetize and 
push the value up towards the shareholder. You guys should only remember one 
line if ever about all I have been saying for last few quarters. We will not keep even 
one paisa in the holding company and will transfer everything back to the 
shareholder in the most tax compliant and tax effective manner. That is my goal. 
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Moderator: Thank you. We will take the next question from the line of Rahul Marathe from 
Akash Ganga Investment. Please go ahead 

Rahul Marathe: Sir, yesterday we saw money market mutual fund taking a 6% hit to their NAVs due 
to exposure to the infrastructure group. So, what could be our exposure in the 
liquid funds in our AMC business? 

Sunil Kakar: So, let me repeat, we do not have any exposure to the infrastructure company, 
neither in the mutual fund, nor in the bank, nor in any part of my IDFC Group. 

Moderator: Thank you. We will take the next question from the line of Ashi Anand from Allegro 
Capital. Please go ahead. 

Ashi Anand: The question is actually with relation to Plan-B where you mentioned in case this 
plan is not working you could potentially look at selling in this potential tax on 20% 
of the gain. I was just wondering is it possible to actually do instead of trying to sell 
IDFC shares that we hold in IDFC Bank, would it make more sense to try to sell 
shares of IDFC Limited, so basically a company comes in and buy shares of IDFC 
Limited does an open offer, buys off the other shareholders, hence eventually delist 
the company, is that an option to prevent the 20% tax law? 

Sunil Kakar: Look, I do not think that is a realistic option…you are a promoter of the bank, so 
you are saying and buyback and delist mean some guy wants to just replace all the 
IDFC Limited shares and take over IDFC Limited. By regulation as we speak by the 
way nobody can buy IDFC Limited shares beyond 5% without RBI approval. So, 
there are regulatory constraints which RBI has put in for the right purpose only. If 
you remember, 26 people applied for the license and only one or two got. So, being 
a promoter of the bank has its own joys and pains. So, I do not believe it can 
be…but what I was trying to share with you that the tax loss effectively on the price 
is about 10-15% depending on the gain and therefore effectively one should expect 
a discount of about 10-15% and currently we are running 40%. That is all I was 
trying to bring in that anomaly if I may use the word.  

Ashi Anand: With relation to the whole collapsing of the structure, is my understanding correct, 
RBI says we need to hold 20% if the promoter posts the five year getting over, our 
argument is that since IDFC Limited does not really have a clearly identifiable 
promoter it should not really apply in our case, is that the correct understanding of 
the argument that we are looking to mix with the RBI? 

Sunil Kakar: Two, three arguments that there are banks, the intent is to have a widely held bank 
and there are banks who do not have promoters. If I remember correctly, ICICI 
does not have a promoter, it’s held by diversified group of shareholders. So, yes, 
that is one argument. The second argument which I believe is equally powerful is 
what is the purpose of a promoter. The promoter should be able to push in some 
cash and help in difficult times for the bank and here is the situation where if 
somebody is interested in the bank, he will go straight to the bank. It is like there is 
a main road and a much better bypass road. Why would cars drive on the main 
through the city road? Everybody will bypass it. It is totally irrelevant to the whole 
process in my mind. 

Ashi Anand: So, the regulations may not conceptually allow in the way the current regulations 
are framed, but we have been hoping to able to use this logic to be able to 
convince the RBI? 

Sunil Kakar: That is absolutely correct. 
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Moderator: Thank you. We will take the next question from the line of Anirvad Agarwal from 
AAA Investment. Please go ahead. 

Anirvad Agarwal: My question is on the securities business. So, this quarter obviously we have seen 
a very sharp drop in the profitability. So, if the current market conditions continue, 
would the performance remain this way and then where does that leave us with 
respect to the stake sale in this business? 

Sunil Kakar: The answer is the bulk of the business of investment banking is quite volatile 
whereas my broking business has remained steady, so let us be very clear on that. 
And the IB goes up and comes down, last year we had a big deal, so it went up 
significantly, this year how the markets are, there is hardly any huge IPOs and 
whoever did the IPOs is I think almost all the IPOs have run into negative space. 
That is a volatile business out there. This is an institutional broking business with 
IB, it is not that it is going to have a significant impact on our valuations. Not much 
is expected out there in terms of premium, but let us see. We are following a 
process. Gentlemen, all of those who are on the call my investors, what I can 
guarantee you is we are following a very good process. The process will deliver an 
outcome and that is the market clearing price. Now whether we want to do the deal 
or not do the deal, the Board will decide appropriately. Once we have followed the 
process to the ‘T’ that is the market clearing price, I cannot for life of me say no, no, 
no. Market is telling me one. I want five or two or three. Then I have to just sit back. 
So, those are the calls we will have to make at the appropriate time. 

Moderator: Thank you. We will take the next question from the line of Sarvesh Gupta from 
Maximal Capital. Please go ahead. 

Sarvesh Gupta: The transparency with which you have stated the objective wherein you do not 
want to retain any money at the holdco level, just wanted one clarification. If there 
is a change in the management or the Board of directors of IDFC itself which does 
not have a clearly identifiable group which is kind of easing the strategy, so how 
does that impact this stated intent? 

Sunil Kakar: On a serious note, look, the Board members are appointed by the shareholders by 
rotation. This is an approved strategy by the Board. This is not a Sunil Kakar 
strategy. We do not have a big management team. Technically all the KMPs 
required and one or a few more. So, this is the Board driven strategy also, Board is 
fully aligned with it and it might be A, B tomorrow a day after the strategy should 
follow. The strategy having said that, the strategy needs to be flexible and nimble 
depending on what the environment is. It is possible that the same Sunil Kakar may 
say that after having done all these processes maybe it is not a good time, maybe 
we should wait, maybe we should not do A, B and C. So, the strategy is reviewed 
constantly given the environmental story, for example, whatever happened in this, 
actually yesterday was our Board meeting, we reviewed the whole thing one more 
time the impact of RBI clarifications, etc., and one more round of clarity. So, all I 
am trying to say is we have a journey, we have a clear strategy which normally will 
not change but it may change only due to external circumstances. There is no 
reason for it to change because of change in management if any. Is that a clear 
answer for you? 

Sarvesh Gupta: Yes sir, thank you. My last question is sir, on the AMC business, if you could give 
us some sense of what is the level of attrition that we are seeing in the top 
management because I think my concern is that if the asset is held for sale for a 
long time, for a lot of top managers there is no clear sense of direction on their 
careers given that they know that eventually this is going to be sold off? 
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Sunil Kakar: Yes, it is appropriate question to ask and the answer is there has been no attrition. 
You can give us the team some kudos for that. The answer is a big no and 
whatever we do, we do it jointly together, team is consulted every single critical 
points. So, it is a joint effort together, it is not that they are management, I am a 
shareholder, it is a team and we believe in it and we will continue to do what is best 
for all stakeholders. Please remember shareholder is one part of the stakeholder. 
Very important part. But equally important are the employees, the distributors, the 
IFAs, so we have to keep everybody together and hence it is our intent to not to 
have this uncertainty for a long period of time. 

Sarvesh Gupta: So, in a way we are trying our best to preserve the business value while we are 
trying to do this transaction? 

Sunil Kakar: That is right. 

Moderator: Thank you very much. Ladies and gentlemen, that seems to be the last question 
for today. I would now like to hand the conference over to the management for their 
closing comments. 

Sunil Kakar: Thank you for the interesting conversation we had and I hope we shall be able to 
share better news next quarter. Bye. 

Moderator: Thank you very much. Ladies and gentlemen, on behalf of IDFC Limited, we 
conclude today’s conference. Thank you all for joining us. You may disconnect 
your lines. 

 


