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Moderator: Good morning, ladies and gentlemen. Welcome to the IDFC Limited Q4 FY-19 
Earnings Conference Call. Please note that this conference is being recorded. 

I now hand the conference over to Mr. Bimal Giri of IDFC Limited.  

Bimal Giri: Good morning, everyone. I welcome you to this conference call organized to 
discuss our financial results for FY19. I have with me Sunil Kakar, Bipin Gemani 
and Mahendra Shah. 

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 and the way forward. 

Sunil Kakar: Thank you, Bimal. Good morning, everybody. Thanks for your time. What I intend 
to do is quickly share with you some of the highlights and spend more time maybe 
on trying to answer specific questions. 

So, the one big highlight this year for us is that IDFC Limited had to prepare 
consolidated financials under Ind AS, so there was a change in accounting 
standards for NBFC. That was a big challenge for us, specifically, was that the 
bank continues to be on iGAAP basis and we had to prepare financials for Ind AS, 
and that took a lot of effort, time, some things is in public information, some things 
is not in public, etc. So, that has resulted in some changes in the format of what we 
share with everybody. 

So, the key point is IDFC has adopted Ind AS, as required, from April 1, 2018, with 
the transition date of April 1, 2017. All entities of the group wth have prepared 
financials under Ind AS. And those who were not under Ind AS, like the IDFC First 
Bank, have prepared or given us the data, as it is called fit for consol in the 
accounting terms, and that has been included for a consolidation of the IDFC 
Limited Result, it's the consol results. So, other key changes during the year  has 
been that, in the beginning of the year,our shareholding in the bank were at 52.9%, 
roughly.  which is now, or actually effective from January itself, is at 40%. So, as of 
the end of the year, our holding in the bank is 40%. We have complied with the RBI 
guidelines and we are fully complying with that. The other is, as of 31st March 
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2019, our holding in IDFC IFL, which is our infrastructure debt fund is down from 
81.5% to 30%. 51.5% of the stake has been sold to NIIF. 

Now I  just wanted to share broadly that, the change in net worth broadly captures 
most of the items. So, at the beginning of the year, our net worth under Ind AS was 
Rs. 11,276. Under Indian GAAP, it was Rs. 11,323, so you see it is more or less 
the same, a very minor Rs. 40 crore-Rs. 50 crore change in net worth. So, the 
beginning of the year was Rs. 11,276, the consolidated net worth as of March 31, 
2019, Rs. 10,384. So, there is a reduction of almost, rounded off, almost Rs. 900-
odd crore. 

Now what is this caused by? There's just 2 points, the rest is all too much detail. 
But 2 main points which explains 95% of this variance is: one, we chose in the 
IDFC First Bank to write off the goodwill. So, from a tangible net worth point of 
view, it doesn't change. But the goodwill at the bank was  Rs. 2,600  which was 
written off in the December quarter, so our share of that will flow. And the second 
big item is that the goodwill, again, the goodwill we were carrying on IDFC 
Securities, this is the securities company, the brokerage company. And we have 
shared that we have entered into a definitive agreement for sale with the TCG 
Group, Because the agreement was entered and the price at which we agreed to 
sell, the goodwill has to be marked down and that quantum of their net is 
approximately Rs. 350-odd crore. And since we own 100% of that company, that's 
where it is. So, basically, all the intangibles have been removed, have been written 
off. And as of now, the only goodwill we have, which is Rs. 10,300 crore, is for our 
asset management company, and we will talk about that asset management 
company in detail. But there should be no doubt and that quantum is just short of 
Rs. 800 crore, I think Rs. 770 crore-Rs. 780-odd crore. That there should be no 
doubt in anybody's minds that the value of the AMC company is far in excess of 
that number. So, under Ind AS, of course, we have to test for goodwill impairment 
as we go along, but no doubt in anybody's mind about that part of the goodwill. So, 
that's broadly what is the high level numbers for change in accounting as well as 
what the net worth stands for on a consolidated. 

Next, I would like to share with you is what's happening in our strategic direction, 
our strategic clean up, if you remember. I have shared with all of you and 
repeatedly that our focus is on building a retail group business, which is basically 
the bank which is also focusing on retail and the AMC. So, in that process, we have 
started the process of divesting from noncore assets or non-retail businesses. We 
have sold the infrastructure vertical of IDFC alternatives to GIP. We have sold the 
PE/RE vertical of IDFC alternatives to Investcorp. There was another fund 
investment called EMPEF that has also been sold 51.5% stake in IDFC IDF to 
NIIF. And we have signed a definitive agreement for sale of 100% equity in IDFC 
Securities to The Chatterjee Group. 

Next, I want to share is a slide which has been uploaded on our website also, this 
whole presentation. But this is probably the most important in my mind and the 
focus area we are working on for the last few months. So, I want to share with you 
that, as we speak, we had, in various companies, a total of 840 crore sitting in 
cash. At IDFC Limited, it is 443 crore; in the financial holding company, the non-
operating company is about 70 crore; and the Alternatives, we are about 320-odd 
crore; and some 5-10 crore in Trustees. So, the total 840 crore is already cash in 
hand, but at a slightly different companies. So, only 2 future cash flows expected 
more, which we are waiting for or rather working to make that happen, is the 
Tranche 2. Remember, we have sold 51.5%. We also have entered into the same 
agreement to sell the balance 30%, and so that is the IDF Tranche 2, and we 
expect a cash flow of about 240 crore. And the 100% sale of IDFC Securities, we 
expect roughly 150-odd crore. So, that's another 400 crore rounded in what we 
expect to get. Now 814 crore plus 400 crore is the 1,214 crore , is what we have 
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been talking about in the last time also is that is probably the cash we are able to 
generate by divesting in the various non-core businesses. 

And this cash, and I want to repeat this again and again, a) it is lying in different 
entities. So, we will have to take a few corporate restructuring actions to bring it up 
to IDFC Limited. All actions have to be taken in a tax-compliant and a tax-efficient 
way. Could be capital reduction, it will be some mergers of entities, so there could 
be some time required for that and will also simplify the corporate structure. But the 
goal is to push this money back to the shareholders in the most tax-compliant and 
tax-efficient manner. So, that's what we are focusing on. So, if we take out the 
noncore or non-retail activities what we will focus on, this is one part of it, but that 
hopefully all that is an effort which will result in cash back to the shareholders. 

The two businesses which we will continue to focus on are the IDFC First Bank. 
Obviously, those results were announced quite a few days back, and the CEO has 
been explaining the results and its future outlook. I personally have nothing more to 
add specifically, he has done a very good job in communicating. There are videos 
out there on the website. We have given a link out here for his presentation, so all 
details have been shared with the stakeholders. 

So, coming to AMC. So, I just want to share because since it is not a listed 
company, a lot of good progress has been made and this is the first time we will 
share all that information with you all. So, we focused on the last quarter. As you 
know that, in December, we kind of clearly decided we had a look at the strategic 
auctions and finally concluded that AMC has a lot more potential out there and, 
hence, we started focusing on that particular business. AMC business for the last 
quarter grew faster than the industry. It grew at 7.4% where the industry growth 
was at 3.7%. We recorded an average AUM. The average AUM for Q4 '19 was 
about 70,000 round or 69,335. Last quarter, it was 64,500. So, basically, we grew 
about 7.5%. 

The market share improved from 2.7% to 2.8%, nothing specifically. But our focus 
on noncash, that is where we have been focusing, went up by almost 20 basis 
points. There is more on this that I'll just share with you. So, the fixed income in the 
Q4,  grew by 9.6%, almost 10%, in the q-o-q as against the industry of 2.5%. So, 
our total fixed income market share is now 3.7%, compared to 3.4%. Noncash 
market fixed income is up almost close to 5%, 4.8% from 4.4%. So, all these 
details are there on the website. I do not want to get into specific numbers. But 
what I am trying to tell you is that we regained momentum. IDFC, AMC has always 
been known for its quality. And for the various issues, which have crossed up in the 
AMC industry, in the fixed income phase, we had none of it. So, that quality is now 
playing out very well for us, and our focus on quality, as we said, resulted in good 
inflows. And as we speak, our AUM is  greater than 85,000 crore. So, obviously, 
my hope is next time it will be 1 lakh crore, hopefully, the good news we will be 
able to share next time when we talk to each other. 

So, the momentum is growing, and we are known for our quality products, and 
hence, we have been able to capitalize on the same, and this is reflecting in our 
growth. Our focus continues obviously also on the equity side. Our equity fund 
average was about 2.8%. Overall ranking has also improved, We are now on 12th. 
But these are just the indicators of the acceleration, which is growing, happening in 
the right direction. And all of that has happened in the last 4 months, or 5 months to 
be more exact, since January onwards. 

So, and one of the differentiating factors I just wanted to share with you, the 
portfolio credit rating of IDFC Mutual Fund on the fixed income side. So, we have 
98.4%, almost 98.5% in AAA or AA+. The comparative numbers for the industry is 
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about 85%. So, we have always remained focused on high-quality assets, and that 
is reflecting in the safety of our products, I'm talking about fixed income. So, our 
debt products have been very well positioned within the industry. So, flight to 
quality means, flight to IDFC. 

So, equity, also, we are focusing. We have maintained the market share, almost. 
The equity, on an average, Q4 was around 21,300 crore. Right now, I think it's 
around 23,000-odd crore. We have added 1 or 2 more funds also in the equity 
hedge fund. There is some focus in building other than the mutual fund business 
also in terms of the alternative base. But that's work in progress, and once we see 
some real outcome, we will share with you. But a one-line summary is that IDFC 
AMC has gained momentum and as far as I can see, moving along very well in the 
right direction. 

So, I think I will now stop and open the floor for Q&A. 

Moderator:  The first question is from the line of Pavan Ahluwalia from Laburnum Capital. 

Pavan Ahluwalia: Just one comment and request, right? You talked about how the CEO of IDFC First 
Bank has done a great job of communicating, I would respectfully disagree, and I 
think most shareholders of IDFC Limited are quite dissatisfied the fact that the bank 
does no concall, does no process where the CEO actually has to face people, face 
shareholders on for questions to explain the strategy. Now this may have its root 
from the fact that the gentlemen was earlier running an NBFC backed by private 
equity where he wasn't answerable to a wide range of external stakeholders, but 
that is not the case anymore. And there's no large bank of this size that does not 
do conference calls. At some point, I'm pretty sure the RBI or some regulator will 
come in and force them to do it. But before it gets to that stage, before shareholder 
dissatisfaction gets to that point, I would simply request you as the controlling 
shareholder with a very large percentage of the equity, could you just take it up to 
the Board level and insist that the same level of transparency that you are following 
at Limited be followed at the bank, where Mr. Vaidyanathan takes 4 hours a year 
out of his schedule to be able to speak with shareholders? 

Sunil Kakar: Noted your comment. Will communicate. 

Moderator: The next question is from the line of Rahul Marathe from Akash Ganga 
Investments. 

Rahul Marathe: The cash position that you have shown that you will get expected cash in source of 
Rs. 390 crore, so is this after tax expenses or is it pretax? 

Sunil Kakar: No, that Rs. 390 crore is after tax, but it will be in various entities as I have 
repeatedly highlighted. And movement of that up to IDFC Limited A) it will take 
some time and B) there may be and obviously, I keep repeating this, will follow all 
the tax compliant rules. But if you want to know my goal or aspiration or 
expectation is that I should be able to transfer around a figure of 1,200-odd crore 
after tax. 

Rahul Marathe: What will be the time line for this? 

Sunil Kakar: That is the most challenging question given that it goes through various depths and 
regulator. But the objective of the goal is to do it within this financial year, most 
likely this Q4, like Jan-Feb-March, somewhere in between that quarter. Definitely, 
before the fiscal year-end. And and we have done some project mapping, we have 
a time line map, but the variation of the ability to predict exactly, because even this 
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390 or 400-odd crore, which is still in the pipeline, agreements are all in place, 
require certain conditions precedence to be completed which is all leading with the 
regulatory approvals. So, to be able to put a very definitive timeline on, I just want 
to share this transparently with all of you that we are working very hard to get it 
done. It is all a part of the regulatory process. There's no economic risk out here. 
And this time line is cut in a very narrow range seems to be a bit difficult at this 
point in time. But as I say, I would put a very high probability on Q4. 

Rahul Marathe: And my next question relates to the IDFC AMC. So, from 1st April, we see that 
SEBI regulations for the total expense gets kicked in. So, what is the kind of 
distributor's response to that we have passed on the cuts in their commissions? So, 
what is the kind of response that you are seeing since 1st April? 

Sunil Kakar: Very good question, The simple answer is it will take at least a quarter or so for it to 
settle down,  It's a bit too early and these are at transactions levels that keeps 
varying. It will take just this one quarter, okay, maybe another 60 days because the 
next time we meet, we will definitely have enough numbers or experience to share 
with you. But the philosophy is to try and maintain the percentage sharing which we 
were doing before the cut, We do have a relative advantage, and I do want to point 
that out, because our fund sizes are not very large, the quantum of absolute 
amount of like whether it is 20 basis points, 30-40-50, we have more the size of the 
pie is definitely more than the large fund houses, so our ability to share in 
proportion is higher. We do believe that the relationship with the distributor and us 
has to be symbiotic, synergistic. So, the philosophy is win-win for both sides. It 
basically implies that the percentage sharing within the past we were doing, try and 
maintain that. The exact numerical answers because I don't want to give numbers 
without seeing because it is still volatile, it is still moving around. Some big guys 
are trying to push almost 80%, 90% downwards and towards some are trying to 
absorb it. So, it's just -- and it is true that we are what, #10, we cannot dictate 
pricing, okay? So, we are working it out, but our broad philosophy, which is 
basically if we were sharing 50%, 60% earlier, we will continue to share that 
number on that same amount. 

Moderator: Thank you. We will move to the next question that is from the line of V.P. Rajesh 
from Banyan Capital. 

V.P. Rajesh: My  question is related to a comment you made that the potential in May you might 
cross 1 lakh crore of AUM. So, what is the time line around that? And is this a 
function of some inorganic transaction as well? 

 

Sunil Kakar: So, This is an organic growth, And through that, we are, as we shared with you, at 
85 crore. So, as a batsman does not know whether it will happen this over or next 
over. But definitely, it should happen soon. As I said, next time we come and share 
with you, we should be able to share better numbers. These numbers do come out, 
I think, on a monthly basis through AMC also. So, your guess is as good as mine. 
It's organic growth, so there is no lumpy thing which is going to come. We are at 
85-plus end of May,  We were, I think, 62 crore-63 crore on January 1 or December 
end. So, this is what we have been able to achieve now. Never linear in life, ups 
and downs happens, but it should happen soon. If you are already at 85 crore and 
batting well, that's my data point, and it is organic. 

Moderator: We move on to the next question. That is from the line of Jagannadham T from 
Centrum Broking. 
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Jagannadham T: A couple of queries. One is now IDFC is, I mean even though it has the operational 
business of a mutual fund, technically, it is shaping itself more in the form of a 
holding company, meaning, thereby there is within from the capital market 
perspective the holding company discount, which is a feature of most of the holding 
companies. Any thoughts on this in terms of is there any way that better 
shareholder reward can be planned, so that standard holding company discount 
that is the feature of most of the holding companies, that won’t arise or at least the 
discount can be lower. Any thoughts on these lines? 

Sunil Kakar:  We have been working on this for over 2 years, trying to see what can be done. 
So, first, you are absolutely right. IDFC Limited is effectively a CIC, a co-investment 
company, it's just a holding company. I think we have 8 or 9 people on our rolls, 
nothing more. AMC is an independent subsidiary, always 100%. They work, they 
have an independent CEO Board balance company. So, you are absolutely right 
from the set of operations. So, what steps we have taken to try and reduce the 
holdco discount, One of them is, very clearly, what we just spoke about, that to 
monetize all the noncore businesses, take that money, return it back to the 
shareholders. And these are just approximate number, so today, I think before the 
agreement, we were at 37.80, just talking to you. That's almost a 50% discount to 
the sum of the parts. 

Now while calculating some of the parts, some assumptions had to be made, you 
have to make it. Management feels, at this 50% discount, is at least I can't 
understand why, but markets are market. Market is god. So, what are we going to 
do about it? We're going to take this cash and return it back to the shareholders at 
least this much. So, that is like Rs. 7 – 8 per share roughly. So, now you have 30 
bucks of which there are only 2 operating companies of which one is the AMC, as 
we just spoke, maybe in a few months’ time it is 100,000 and more. You assign 
your own value. I mean, nothing else, it should be 3% of the AUM on the floor side. 
If you do the math, it should be Rs. 15, Rs. 16 per share. That means you are 
getting the bank at Rs. 10 to Rs. 15 a share in that range, compared to a Rs. 45, 
that's almost a 65%-70% discount. Makes no sense in my mind. So, that's where 
we are seeing that this holdco discount doesn't seem to make any sense. 

Now we come to what can we do about it. Obviously, we have been sharing that 
one, this is because of a regulatory structure. This is an RBI-dictated structure who 
have a parent and have a NOFHC in between and these two hopefully two 
subsidiaries. Basically, one subsidiary and one associate. 

Now one of the steps has always been to continue to have constructive dialogue 
with the RBI. That continues. We now have a new Governor in place. So, we will 
continue that process of our dialogue and see how anything has to be done within 
the regulations and see what RBI could look at it, because they also need to 
understand that now, with 3 years of data, that this kind of, the rule of promoter is a 
big question mark. If I'm supposed to raise capital, nobody is going to give me 
money. Why the hell will somebody give money and then get a discount of 65%, 
70% from the bank, when they can go directly? So, anyway, so, one, is a dialogue;  
The b) is really as per the regulations by October 2020, which is what about 15 
months away-16 months away, a year and a few months. After October 2020, I 
have no longer the obligation to maintain 40%. The lock-in of 40% goes away, 
which means I have the option. The key word is option. I have the option to 
monetize my value in the bank, it's a listed company, and transfer the same back to 
the investor. In that method, and the most since we will be doing that with this 
example of 1,200-odd crore. It would be another 4,000 crore-Rs. 5,000 crore. I 
don't know that number because it all depends on what the market value is, what 
time we will monetize, but that optionality exists, it means there are no more 
regulatory constraints effective of 1

st
 October 2020. I can come down from 40% 

ownership to, 15%. This is all within the regulation. Obviously, I'm not going to 
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dump 25% in the market. Those things will take place. So, these are the 2 things 
which we are thinking about. One is to work with the RBI and have a constant 
dialogue and see what optionalities or what modifications or changes are we willing 
to look at and thereby enhance shareholder value at the promoter level, that means 
at the IDFC Limited level. 

And the mere fact, the need of a promoter for a fully listed company, which is 5 
years old, what is the promoter supposed to do. I mean this is not an individual, it is 
a company. So, all those dialogues, so two-pronged approach. One is dialogue 
with RBI to change its structure, allow us to change the structure; and b) without 
any further changes in any set of regulations, we are in a position, we have the 
optionality to reduce from 40% down to 15%, and push the money back to the 
shareholders. 

Jagannadham T: Ok.  thanks for excellent explanation. Couple of points. Any plans to list AMC 
separately, mutual funds? 

Sunil Kakar: Yes. At an appropriate time, the answer is, yes. But, as you know, listing is not only 
about where the market is. It is also about how much we have grown. So, at a right 
time, right size it is yes. 

Jagannadham T: Ok. Thanks for the candid answers. And  is already you have a fair bit of cash, and 
if you happen to use the option of bringing down the stake in bank and also going 
for IPO in AMC. With all that cash, do you think dividend is a better model or 
buyback is a better model with open market purchase patterns so that at least you 
can fix the fair value? 

Sunil Kakar: Buyback. I mean, assuming that the tax, I repeat, my tax-compliant an tax-
effective, whatever is prevailing at that point in time. I mean, as we speak, we all 
know the tax rules. 

  

Moderator: We will move over to the next question that is the line of Sarvesh Gupta from 
Maximal Capital. 

 

Sarvesh Gupta: So, given the current understanding, if you can indicate the ballpark number which can be 
up-streamed to IDFC level post this sale of noncore. 

Sunil Kakar: Rs 1,200. 

Sarvesh Gupta: Rs 1,200 crore will be available for in giving back to investors. Ok. That is one. And 
second, is the demerger of AMC a possibility? Or are there some regulations, etc., 
which don't allow you to demerge? 

Sunil Kakar: We are studying that, as we speak a demerger is not possible, as we speak. I 
mean it's not because of regulatory. There is too many, I mean, I don't think this is 
an answer I can give across the telephone. There is a tax-related issue. A sponsor 
has to hold 40% of the AMC with discovery of whatever, 40% of whatever be the 
value has to be held by a sponsor. Now if IDFC is a sponsor there or continues to 
remain a sponsor, then we are not compliant with RBI regulations. So, it is a part of 
the dialogue. 
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Sarvesh Gupta: Well, you said the sponsored commitment is, you still can't demerge much because 
your shareholding is very dispersed. 

Sunil Kakar: Yes. The data points are there with all of you, and that's why I said the dialogue 
with RBI and their change in stance, if any, if something happens, this be the first 
one to come and share everything with you. 

Sarvesh Gupta: Ok. And secondly, on this positive big sale of IDFC First Bank, why is this an 
optionality? This should be, at least part of this 25%, which can be monetized 
should be a given, right? 

Sunil Kakar: Yes.  So, the word optionality, sorry, if it is implying something else for you, it 
means that we have that choice when to divest, how much to divest. We are not 
constrained by any regulation. That's what I meant. Whether we will may exercise it 
or not is an open question, which I don't have that answer. Today. I mean it 
obviously check, anybody holding any stock. You want to hold the stock, sell the 
stock, buy more, I don't think we will buy more that is what I am thinking. I don't 
know if RBI will allow us to buy more. I don't think so. So, yes, that is a regulation. I 
can't go above 40%. 

Sarvesh Gupta: Okay. And finally, and I think on that point, I don't know whether there is a way to 
distribute the shares of IDFC Bank directly to IDFC Limited shareholders. 

Sunil Kakar: Mostly, we are exploring all of the structures. If we find something, which works 
with our facts of the case, we will definitely follow it. I mean for last 2-3 or maybe 6 
quarters, maybe I have been saying it repeatedly that we are fully cognizant of the 
fact that this structure is not allowing shareholder value to reflect correctly. And 
whatever is possible within the rules and regulations, we are making efforts. So, 
one route we have found is to monetize and push money back and without 
disturbing any rules and regulations, and that is definitely a route by which we will 
continue to perform in that direction. Should we find another option, being subject 
to what RBI allows. Adding some ideas which might come on the table, we are 
more than welcome to look at it. I can't say anything more than that. Thank you. 

Sarvesh Gupta: I understood.. And well, finally, in IDFC mutual fund performance, so given that 
now our size is lower than some of the leaders, what kind of advantage are we 
seeing in the marketplace because I think that it should be hopefully probably more 
positively inclined towards us? So, what are that angles that we are seeing post 
this new TER rates which are applicable? 

Sunil Kakar: So, numerically, on the TER basis compared to large funds, we have about 20 to 
25 basis points advantage, which is significant,  But the other thing, which we are 
doing and focusing on is to  push our fact that we are a safe and a secured fund 
house. So, we are able to attract a lot of fixed income money. Third strategy push 
is towards getting retail. Remember the overall group strategy is retailization. So, 
we are focusing on SIPs and, regular, the number of clients. I just can't think of a 
number, but I think it goes through, has increased 20% Y-o-Y. We almost have 8 
lakhs, if not more, individual clients. So, strategically, how are we positioning? See 
the equity, fixed income, like if I were to rate myself, we are 9 on 10, if not 9.5, from 
a market perception perspective. Remember, I am talking market perception. So, 
there is no comment on anything. On the equity front, the market perception, we 
are client-focused or rather having position towards mid and small-cap and it's your 
guess as good as mine, given the new set of changes, the new government, etc 
that phase is just about to begin. So, all things, there's so many variables in life.. 
But I think the time for MSME, mid-cap and small-cap just has started to a bull run 
starting and we are well positioned to capture that. If you add the 2 things together, 
I must say that we are relatively much better positioned now to capture this 
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upswing. And internally, we are targeting aggressive numbers. And obviously, we 
will share with them once I have achieved some of it rather than promising and 
then looking sheepish later on. So, just to tell you, at the end of March, our unique 
investors are almost 9 lakhs unique investors, and number of live SIPs was 
4,36,570 odd. So, the retailization of the investors is taking place a lot. And in the 
other world, which is the institutional world, we are playing on our strength of being 
safe and secured fund option. 

Moderator: Thank you. That is from the line of Amit Rane from Quantum Securities. 

Amit Rane: I just wanted a few data points for AMC business. How much is our income, 
operating cost and the net profit for the year as a whole? 

Sunil Kakar:  For the last 2 years, our core profits are approximately as measured by IGAAP 
because Ind AS since is almost around 55 crore at the bottom line,  We intend, 
given and you have to see what many changes last year, there was this strategic 
review syncs into and not moving, where AUM was not increasing. But given the 
direction which we are seeing now, our internal target is that where should improve 
profit by 40% to 50% in this fiscal. So, we have aggressive targets and as I said, let 
us these are our aspirations. These are our goals. And God willing, we shall 
achieve them. 

Moderator:  The next question is from the line of Ashi Anand from Allegro Capital Advisors 
Private Limited. 

Ashi Anand:  If we could just start off with the first point that the first participant really mean. It is 
really disconcerting for IDFC Limited shareholders and then also assumed by IDFC 
First Bank, for that to be absolutely no analyst meets, no analyst calls etc. So, I 
think all the points raised by the first participant holds true. So, if you can kind of, at 
least in the coming quarter or the start of the whole analyst communication part, it 
was quite disconcerting for the shareholders. 

Sunil Kakar: I note your comments, as I told. But if there are any specific questions you have, 
maybe I should reclarify. All I meant was that, sorry, obviously he has not had that 
investor call. I meant, this was on the website, there is a presentation, and there 
has been 1 or 2, if not, more media conversations. But if anyone of you please, 
sorry, I repeat, I gave an impression and its wrong. If any one of you has any 
specific question, I will be more than happy to answer within what has been shared 
publicly and on the website. So, that is always open. So, that was my comment. 
But I do hear loud and clear what you guys are trying to say. And as I mentioned, I 
shall communicate the same. 

Ashi Anand: Ok. I truly appreciate that. Don’t have any specific question at this point, just more 
on market perception, but really appreciate the fact that you would take this 
forward. Coming down to IDFC Limited, just a few confirmation.... 

Sunil Kakar: Coming up to IDFC Limited. 

Ashi Anand: Yes. So, on Rs 1,200 crore, I just want to reconfirm the speaking of the end of the 
financial year timeline, is this the money coming into the holdco or money to 
shareholders? 

Sunil Kakar: Money to shareholders. 
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Ashi Anand: Money to shareholders. And you had in the previous concall mentioned that the 
aim is to try to get the 1,200 crore directly in the hands of shareholders post tax. 
Does that still hold, is that the target? 

Sunil Kakar: Yes. 

Ashi Anand: Okay. Great. And then can you just, on the October of 2020 timeline, I just want to 
understand, are there any limitations of us actually doing a strategic sale of the 
25%? 

Sunil Kakar: Post October 2020. I am just sharing the rules with you. Any person, up to 5% of 
the bank shares, there is no constraint. Anything above 5% to 10%, it requires the 
RBI approval. And about 10%,  will also require a  RBI approval. So, yes, those are 
the constraints. But I can't sell it to one person without RBI approval. But yes, 
theoretically, 4% into 6 people, can be done. 

Ashi Anand: But subject to RBI approval, assuming the right partner is there an option of doing 
25% to single party, if the RBI approves? 

Sunil Kakar: Well, yes, I really can't see any restrictions, because once all these restrictions or 
constraints are put by RBI. And if they are willing and my shareholders are willing, 
obviously, I represent the shareholders and they both basically saying that we don't 
want to get into, I mean we don't want, no longer want to be holding a large 
quantum of the bank. Yes, the answer is yes. I am not aware of any regulation 
which prevents that. All regulations are made by RBI. And if RBI says yes, you can 
get out of it, then I will take it to the shareholders for vote. 

Ashi Anand: Ok. Excellent.  When we speak, we kind of been commenting that there's ongoing 
discussions with RBI resolution to the old holdco structure, etc. Should I read 
through seeing that we trying to understand that we can really demerge the bank 
and the AMC and then do a reverse merger of the bank as now holding to the bank 
into the bank? Are these discussions still on? 

Sunil Kakar: The conversations are always on. I don't know whether I want to use the word 
discussion. But yes, the ultimate goal from our shareholder perspective would be to 
do what we just outlined and even keep the AMC maybe like any other banks. I 
mean today ICICI Bank, any other Bank, their structure and our structures are 
totally different. And it was a good experiment, but I don't think so the outcome of 
the results seems to be very positive. Of course, I am not the only one, but I think 
with the AMC structure and all that. Yes, but the end goal is to have just one listed 
company. There is no advantage of having two listed companies. That is very 
clear. So, yes, that conversations are on. 

Moderator: Thank you. The next question is from the line of Raja Kumar, an individual investor.  

Raja Kumar: I have a few questions. So, first, I wanted take it to the segmental revenue and the 
profit numbers. In financing, so you have shown a revenue of 77 crore and it is 
showing a loss of 43 crore and similar in the asset management 330 crore top line 
and a profit of 191 crore. I mean, if you see the previous year number the numbers 
are slightly different. So, why these numbers are yoyo-ing so much? And if you can 
tell me what would be the steady-state number that weneed to work on? And 
second thing, you mentioned that you are going to have only AMC and the bank 
business go forward. So, what is this in steady state you are showing under finance 
if you have more than 700 crore of capital employed. Can you please give more 
color to this? . 
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Sunil Kakar: I think it would be more appropriate if I can I request my CFO. Obviously, this is 
under the new accounting standards of Ind AS. So, financing is currently,  I don't 
have the exact more details, so it would be appropriate if you can just connect with 
my CFO. Basically, again, I want to repeat, whatever you might be seeing is 
infrastructure funding, although IDF’s 30%, we still continue to own and cash and 
liquidity is there and all the granular details on that, I will be happy to respond if you 
can connect with Mr. Bipin Gemani, my CFO. 

Bipin Gemani: Basically, holding in the IDFC investments entire surplus liquidity management and 
investing activities is put as a financing segment. And the residue is mainly now 
asset management, and the rest are put as others, bank being an associate which 
a one line pick-up is not put anywhere in our statement. 

Sunil Kakar: So, in effect, if you remember, we have shared with all of you that we have, in 
various entities, almost 800-odd crore of cash with us, cash or cash equivalent, 
obviously. So, maybe that's what is being reflected out there. Can we go on to the 
second question, please? 

Raja Kumar: Yes. Ok, I think I will connect with the CFO. So, the second question is, sir, why 
you have not declared any dividends over the last year? Honestly, optically, it 
doesn't convey a good message for the shareholders. You have money in the bank 
I mean in IDFC Limited, the company, right? So, I think optically, we should 
continue the practice of declaring some dividends. You can't skip it. I mean it 
doesn't show, I mean it kind of gives a message that, that is the lack of vigor from 
the management to reward to shareholder. I understand the 1,200 crore that we 
are working on, but in the last call, you mentioned that you will have this in a come 
through in Q3, and now you want to put a slide and saying that you are going to do 
mergers, capital reduction and so on and so forth. I think these are not things which 
can be actually achieved in the next 9 months. Because mergers, even if you go 
through a fast track merger, it will take anywhere between 9 months. I just want 
some vigor and also the time lines that you mentioned and I think probably if you 
stick to the timeline and also the dividend part, you should start throwing some 
money to the shareholders. I mean it can be noted for the long term that 1,200 
crore to get accumulated and then you sharing a big kitty at the end of 1 year or 2. I 
mean these are good to kind of hear, but I believe it's always better if you kind of 
walk the talk, instead of waiting for 18 months. 

Sunil Kakar: Ok. I hear you but I all actions and decisions taken keeping in mind enhancing the 
shareholder value. So, if you can just listen as to the reason as to why. First of all, 
we are not getting any dividends from the bank for this year due to   various 
reasons. As you know, the bank has lots in order. We don't expect any dividends. 
The quantum of dividend from AMC is not even worth 10 paisa or 20 paisa. And if I 
take cash and dividend are 2 different aspects. And if I pay cash, then I lose 20% 
roughly on a dividend distribution tax. I repeat my sentence, tax compliant and tax 
efficient. Now I do accept. So, there is no deviation. I mean I could in theory, in a 
much faster manner, this send back the 800-odd crore. But assume that let's just 
debate this for a second. I can do that in 3 months as against 6 to 9 months, so 
there is a gap of 6 months. But the cost of holding for 6 months, do I pay 20%? I 
don't think so that that's an appropriate economic decision. So, keeping that 
perspective in mind, we have found the solution. And I do agree with you that we 
need to walk the talk, and that's why at this point in time, it still remains an 
outcome. But all I am trying to say is that I think we have a reasonable amount of 
credibility in this thing. We have credit. That is we are going to do it, but I cannot 
promise that it is going to take 6 months or 9 months. But within that period, it will 
happen. And let's take a 6 months gap in pushing the cash up. Trade-off is at 20% 
DTT, and that is why that decision to move in that thing. And yes, we have detailed 
plans which we are focusing on to ensure that we are able to stick to the time lines. 
And we will keep updating you on all the progress we have made. 
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Raja Kumar: Yes. sir, I completely appreciate your response, but see any time line beyond the 
years? It doesn't make sense if I'm going to save 20% because some who is in the 
capital market is looking at returns beyond 20%. I would be better off keeping a 
20% cut now if you are going, able to distribute it now in the next 3 months. I mean 
if the actual transaction is going to happen after the 12 months' time. But I agree 
with you if you are looking at the 9 months' time frame, that makes sense. But that 
anything beyond 9 months, I mean it's not good from a shareholder standpoint. I 
just want to, I don't want to go labor on this point. I just want to kind of tell you that 
optically, the company is not telling the right message to the shareholders. Why 
you skip the dividends. You have cash. You have sold, you could have declared 
some dividends. I mean optically, this is message is not correct. This is what I want 
to kind of drive the point. And secondly, you keep on talking about shareholder 
value, but I am sorry to say this IDFC is the biggest destroyer of wealth, just see 
what the market cap was 10 years before and what you are now. I mean we are 
not seeing any shareholder value. Somebody who has stayed with the company, I 
don't think his value has gone up, right? I mean I understand that you have gone 
through a lot of infrastructure related stress and things like that. But I would like 
some more vigor is what I want to drive the message. I don't want to further labor 
on this point, but that is what I want to convey. 

And moving on to your audit reports, I see that the auditors have qualified your 
report for this year. So, can you please give more color to, I'm referring to Para 7 in 
terms of the audit report. So, one talks about some issue on dividend where the 
proper process has not been followed and you have qualified that. And Para saying 
talks about non-appointment of key management positions for the financial year ‘18 
and '19. So, why are we having these kind of hygiene issues? So, if you can just 
tell me, I mean are there any steps taken to correct this? Because IDFC is 
supposed to be one of the prime institutions in terms of these hygiene. So, if you 
can just give more color to this? 

Sunil Kakar: Sure. So, yes. Both the issues pertain to the financial holding company, the 
intermediate non-operating financial holding company,  Now you spoke of 
dividends. So, the first one was an oversight and a lapse. So, historically, so just to 
give you more color. In February of 2018, there was a change in the small rule 
saying that, again, if you receive dividend, you have to wait for one quarter before 
you can take it into account and then push it up, okay? So, this is not related to but 
similar to the earlier thoughts. So, in past practice, almost for decades, we got 
dividend from wherever all the subsidiaries and immediately we will push it out in 
the AGM without holding back. Now this amendment which came out in February 
of 2018, it was an oversight and a lapse on our side. And therefore, we, following 
the past practice, we just pushed it back to the shareholders. The amendment 
required us to do that after a quarter. Now this was noted by the auditors and 
rightly we have started the remedial steps. And yes, we will be making all the 
necessary applications and corrections an oversight or a lapse on our part. 

The second part of the question is also that now this is a rule with the NOFHC. It's 
just a, again, it's part of the bigger picture as we spoke of the structure. It's just a 
company with no operation by definition, non-operating financial holding company. 
All we do is the information comes and it flows straight up to the IDFC Limited. 
Having said that, because it's a hygiene issue, we have appointed a CFO and CS, 
and we have also recommended a CEO name to the RBI. So, yes, all corrective 
actions to clean up the hygiene have been taken. 

Moderator: We'll move on to the next question. That is from the line of Sunil Singh from India 
Intrinsic Value Partners. 

Sunil Singh: I just have a question on the lock-in of the bank shares. You have mentioned the 
lock-in expires in September 2020. So, my question was, why can't you get rid of 
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the entire bank holding at that point if the lock-in expires? Because you are 
mentioning we have to bring it out to 15%. 

Sunil Kakar: Yes. That is as part of the RBI rules and regulations. Yes. So, I think... 

Sunil Singh: Just to say, the reason I asked that question is because we are also shareholders 
in some small finance banks and what they are indicated to shareholders is that up 
on the expiry of this lock-in, they do not have to hold 40%. I mean they can get rid 
of the entire stake. Because you are planning to do a reverse merger, is what...? 

Sunil Kakar: Yes. This is the part of the conversation we have been, two small differences. We 
are under what is called the 2013 guidelines, most of the others are in 2016 
guidelines. We will not debate. It's not appropriate to debate regulatory 
forbearances here. But I understand this is the part of our conversation with the 
RBI. And if RBI agrees that they will allow us to give everything out, because the 
question where is the promoter and there will be no promoter left and if it can be 
widely held. we as IDFC Limited, will not have any reason to hold back other than 
maybe an investment or give it back to the shareholders. You guys can decide. But 
it is subject to RBI agreeing on that. So, we don't have a position, except that we 
will always follow regulatory guidelines. 

Sunil Singh: Ok. But that is something that you are in conversation with RBI about at the 
moment? 

Sunil Kakar: Yes. We are. And Remember, sir, that until RBI gives you some blessings, these 
kind of comments keeps floating around all over the world. Till it happens, nothing 
has happened. 

Sunil Singh: Okay. Fair enough. And my second question was just following on from an earlier 
question from another person. Is there anything that limits some investors or group 
of investors? I know you introduced this requirement that a Board approval will be 
required for a 5% plus stake in IDFC. But if a group of investors wanted to buyout 
the majority stake in IDFC Limited, is there any regulatory things which blocks them 
from doing that? 

Sunil Kakar: Yes. So, just to correct it. It is an RBI requirement. I haven’t introduced anything. 
So, there is an RBI guideline, I have my company secretary sitting here with me, 
and I am confirming to you that the RBI requires, even at the parent company level, 
anything above 5% to be, they will seek prior approval for that. So, yes, if a group 
of companies want to apply more than 5% with the RBI approval, you are more 
than welcome. But it is a regulatory requirement. 

Sunil Singh: Okay. And then the last question on the AMC. I know somebody asked about the 
IPO. Is that something you are planning in the future? Because if you're still holding 
onto 40% in the AMC, that doesn’t really solve your structure problem, right? 

Sunil Kakar: Yes. So, the IPO, in my mind, and we are open to this, it provides a price discovery 
mechanism, a fair price discovery mechanism. It doesn't solve the structure 
problem. Structure problem is completely independent of that. And I don't know if I 
have given the impression, I still want to correct it. It's not something happening in 
the near future. It is at the right time and the right size. I think we are too small. 

Sunil Singh: Okay. I do want to clarify on one number. The AMC you say is around 85,000 
crore. And at the beginning of the year, you had 65,000 crore, so you grown almost 
30% in the last 5 months. Is that correct? 
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Sunil Kakar: That is correct. 

Sunil Singh: And is this mainly as a result of the quality of our portfolio are they seeing flows 
from other mutual fund who are affected? Or is it some other reason you feel? 

Sunil Kakar: The flow has come. It is mainly because of the quality of our portfolio in the fixed 
income side. And there was this, last year, the strategic review process, which kind 
of the distributors and he was saying, we will see about it, they had put us on hold. 
So, removal of that overhang plus the quality of our portfolio. 

Moderator: Thank you. The next question is from the line of V.P. Rajesh from Banyan Capital 

V.P. Rajesh: So, my question was regarding the asset management business. If you could just 
share the revenue and the profitability for the Q4 for the AMC business? 

Sunil Kakar: Well, I don't have it with me for the quarter. I can tell you for the whole year. The 
core profitability is around 50-55 crore as we measured in the IGAAP methodology. 
In the Ind AS, it swings a lot. Whatever profit here is going to last year just to be 
totally correct. So, that is absolutely technically correct. In Ind AS, FY'18 profitability 
shot up to 104 crore, and the current FY'19 dropped to 44 crore. And if you 
combine the two, it's 148 crore. There are some one-offs, so I don't want to 
account on that. So, IGAAP actually reflects much more smoother and a core 
business way it is growing. So, it's around Rs. 55 crore in the number, and actually 
have been 50 crore to 55 crore. And I also mentioned that it is an aspiration. It is 
our efforts to increase the profits by at least in the range of 40%, 50%, may god 
bless us, we will achieve the same. 

V.P. Rajesh: Understood. And what was the revenue in  FY19 for the AMC business? 

Sunil Kakar: It's about Rs. 300 crore. 

V.P. Rajesh: Ok. And then I was just wondering now that we have sold the majority of the 
businesses, why are we not thinking about presenting IDFC Limited as an AMC 
company, which happens to have this 40% stake in the bank? So, that market 
starts to value you on the earnings of the AMC as opposed to doing SOTP and 
coming up with a huge discount. 

Sunil Kakar: I hear you. We have been trying all sorts of things. AMC regulations require a 
sponsor, Now IDFC Limited has no promoter’s promoter. We are a widely held 
company, and the license of the bank was given to IDFC Limited. So, technically 
we have looked all the various structures. And again I repeat, that is something we 
do all the time almost. Only right thing is that we continue our dialogue with 
Reserve Bank of India and work. So, to repeat if you are following, it is very much 
in our radar to see how can we reduce the holdco discount. One option, which is, is 
to change the structure or get the structure modified. That requires forbearance or 
change from Reserve Bank of India. So, that's a difficult part, but we are following 
that up. 

The other one is, which does not have any significant restrictions at all is, after 
October 2020 and in the meantime, other businesses you monetize your assets 
and send money up, even if there is taxes, you can do the math. We can do it. 
Well, it can’t be the 10% of the sale prices, probably the maximum we will lose on 
taxes. So, 50% holdco discount is just not mathematically rational, logical. But 
markets are markets. We have to just respect them is the right word. But at the 
same time, I repeat, we will continue our dialogue with The Reserve Bank of India. 
But as a plan A, that is a plan B. Plan A is to monetize and push back the money in 
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the most tax compliant and tax efficient manner. Now we may have differences of 
opinion whether dividend is a better way and quicker and faster. But we are doing 
the right things to make the money reach shareholders as early as possible. 

Moderator: Ladies and gentlemen, that is the last question. I now hand the conference over to 
the management for the closing comments. 

Sunil Kakar: Thank you for an interesting discussion. We have noted a few points and hopefully, 
next time, whenever it is, it need not be every quarter. It may be just by next 
quarter we have enough information to share with you. But we will be back with 
you, and we will stay in touch. We are always open for any kind of suggestions, 
discussions. We have Mr. Bimal Giri who also manages this investor relations. I am 
available. So, thank you very much. Keep in touch. 

Moderator: Thank you. Ladies and gentlemen, on behalf of IDFC Limited that concludes 
today’s conference. Thank you for joining us and you may now disconnect your 
lines. Thank you. 

 


