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Short Term Debt Programme 500.00 [[CRA]JAL1+ Reaffirmed

ICRA has reaffirmed the rating of [ICRA]JA1+ to the Rs 500 Crores Short term Debt Programme of Sharekhan
Limited (SKL) *. The rating factors in SKL’s strong presence on the retail equity broking space with a large
customer base and strong online broking model, experienced senior management team, low gearing, large
amount of cash balances, strong capitalization levels for the current scale of operations, strong asset quality
indicators and implementation of adequate risk management & operational systems. In August 2015, the
shareholders of the Company have entered into an agreement with BNP Paribas SA (BNPP)? for sale of their
stake to BNPP. The acquisition is subject to regulatory approvals. The rating further considers SKL's
concentration on retail broking and its limited footprint in other ancillary capital market related businesses. The
rating, at the current level, reflects SKL's relative positioning with other ICRA-rated capital market entities.

SKL continues to hold a strong position in the retail broking space with a network of 153 owned branches and
2,229 franchisee servicing around 13 lakh retail clients as on December 31, 2015. The main business activity of
the company is retail share broking —in equity, commodity and currency segments with a very small presence in
portfolio management services, arbitrage trading and in the distribution of financial services products. For
FY2015, equity broking income accounted for 60% of the total revenues of the company. The other prominent
sources of income for the company include — net interest income (13%), trading income (13%), income from
depository services (4%) and dividend income from investment portfolio (1%).

During FY2015, SKL'’s broking turnover rose by 51% YoY to Rs. 12.22 lakh Crores from Rs. 8.11 lakh Crores in
FY2014. The volume mix shifted marginally in favour of the cash segment to 17% in FY2015 (from 15% in
FY2014) thereby enabling aggregate yields to inch up to 2.62 bps (from 2.38 bps in FY2014) during the year. In
9MFY2016, the reported volumes, on an annualized basis, have remained flat when compared to FY2015.
Some moderation in yields was, however, seen in the cash segment because of which the blended yields
softened to 2.46 bps.

Supported primarily by increase in net broking income, the operating income of SKL grew by 49% to Rs. 409
Crores in FY2015 from Rs. 274 Crores in FY2014. On the operational front, the company reduced its branch
count to 156 (as on Mar-15) from 159 (as on Mar-14) however the employee count was increased to better
leverage the existing branches and to strengthen its sales capabilities. Consequently, SKL’s operating
expenses rose (as a % of Average Total Assets) to 14.9% from 12.8% in FY2014. With expenses growing at a
much slower pace, SKL capitalized on its operational leverage to report a robust growth of ~82% YoY in its net
profits as PAT inched up to Rs. 152 Crores (RoE of 17.7%) in FY2015 from Rs. 84 Crores (RoE of 11.8%) in
FY2014).

SKL'’s liquidity profile is comfortable with negligible external borrowing, a comfortable net worth of ~Rs 859
Crores (excluding convertible debentures amount to Rs. 335.1 Crores) as on March 31, 2015 which is sufficient
for its current scale of operations. Also, it has high margins placed with stock exchanges, ready access to
assets that can be monetised within a short time and large cash reserves on its balance sheet. SKL meets the
margin requirement at the exchange houses through bank guarantees and has adequate cushion available in
the form of un-utilised bank lines.

Company Profile

Sharekhan Limited

SKL was initially setup by the Morakhia family which had been in the equity broking business for decades. Till
March 31, 2007, Morakhia family owned 43.58% stakes in SKL and the balance primarily held by three venture
capital firms namely HSBC Private Equity India Fund Ltd.(14.56%) held directly and through its affiliates, GA
Global Investments Ltd (22.76%) and Intel Pacific Inc. (5.83%). During August 2007, promoters and the Private
Equity (PE) players exited SKL and other PE players, namely CVC and Samara Capital (India “B” Holdings
Mauritius) picked up their stakes along with preference capital of Rs 51 Crores (convertible to equity shares on
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or before August 18, 2017). CVC, Samara Capital (India “B” Holdings Mauritius) and IDFC also infused fresh
capital of Rs 200 Crores in August 2007, which was again followed by a further infusion of Rs.135 Crores by
CVC, Baring Asia Private Equity Fund and IDFC in the form of Fully Convertible Debentures. Additionally, in
May 2008 the company issued another round of fully convertible debentures to the extent of Rs. 2.6 Crores to
Non-Promoter investors. In H1FY2016, it was announced that SKL would be acquired by BNP Paribas S.A.
(France) with the bank expected to take 100% stake in the firm, subject to appropriate regulatory approvals.
The main business activity of the company is retail share broking with small presence in the portfolio
management services, arbitrage trading and in the distribution of mutual fund products.

SKL, on a standalone basis, booked net profit after tax of Rs. 152.20 Crores on a Total Operating Income® of
Rs. 409 Crores in FY2015 as compared to a net profit of Rs. 83.80 Crores on a total operating income of Rs.
274 Crores in FY2014.

Recent Results
During H1FY2016, SKL (standalone) reported a net profit after tax of Rs. 62.8 Crores on a total income base of
Rs. 268.1 Crores.

May 2016

For further details please contact:

Analyst Contacts:

Mr. Karthik Srinivasan (Tel No +91 22 6114 3444)
karthiks@icraindia.com

Relationship Contacts:
Mr. L. Shivakumar, (Tel. No. +91 22 6114 3406)
shivakumar@icraindia.com

© Copyright, 2016, ICRA Limited. All Rights Reserved.
Contents may be used freely with due acknowledgement to ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability
of the issuer concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or
contact any ICRA office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA
from sources believed by it to be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer
or of the information provided by it. While reasonable care has been taken to ensure that the information herein is true, such information is
provided ‘as is’ without any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the
accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other than
rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for any
losses incurred by users from any use of this publication or its contents.

% Total Operating Income excludes trading income




ICRA

Registered Office
ICRA Limited

1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001

Tel: +91-11-23357940-50, Fax: +91-11-23357014

Corporate Office

Mr. Vivek Mathur

Mobile: +91 9871221122
Email: vivek@icraindia.com

Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase I, Gurgaon 122002
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424

Mumbai

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

3rd Floor, Electric Mansion

Appasaheb Marathe Marg, Prabhadevi
Mumbai—400025,

Board : +91-22-61796300; Fax: +91-22-24331390

Kolkata

Mr. Jayanta Roy

Mobile: +91 9903394664
Email: jayanta@icraindia.com

A-10 & 11, 3rd Floor, FMC Fortuna

234/3A, A.J.C. Bose Road

Kolkata—700020

Tel +91-33-22876617/8839 22800008/22831411,
Fax +91-33-22870728

Chennai

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam
Chennai—600035

Tel: +91-44-45964300; Fax: +91-44 24343663

Bangalore

Bangalore

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

"The Millenia’

Tower B, Unit No. 1004,10th Floor, Level 2 12-14,1 & 2,
Murphy Road, Bangalore 560 008

Tel: +91-80-43326400; Fax: +91-80-43326409

Ahmedabad

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

907 & 908 Sakar -Il, Ellisbridge,

Ahmedabad- 380006

Tel: +91-79-26585049, 26585494, 26584924; Fax:
+91-79-25569231

Pune

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 210, CTS 3202, Range
Hills Road, Shivajinagar,Pune-411 020

Tel: + 91-20-25561194-25560196; Fax: +91-20-
25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj
Bhavan Road, Hyderabad—500083
Tel:- +91-40-40676500



mailto:vivek@icraindia.com

