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IDFC – Highest loser in price; not in fundamentals… 
 
Shares of IDFC (Bloomberg Code: IDFC IN) continued to plunge after MSCI deleted IDFC from its standard and large cap indices. The effective 
date is 2nd September, 2013. i.e close of 30th August, 2013. In addition, the company on 26th August 2013 had announced that it has 
decreased the limit for the purchase of its equity shares and convertible debentures by Foreign Institutional Investors (FIIs), through primary 
market and stock exchanges, under the Portfolio Investment Scheme from 74 per cent to 54 per cent of its paid up capital with immediate 
effect.  
 
The announcement made on 26th August 2013 stood as follows:  
 
“This has reference to RBIs Press Release dated August 23, 2013 on Decrease in Foreign investment limit / ceiling in an Indian Company 
under PIS addressed to all the Custodian Banks, IDFC Ltd has informed BSE that the ceiling Limit in respect of all the FIIs, FDI, NRIs, OCBs and 
Foreign Nationals have now been reduced from 74% to 54%. Further the Company has informed that, the current foreign shareholding in 
IDFC Limited is 53.71%, hence the Company has advised all the custodian banks vide its email dated August 26, 2013 to not make any 
further purchases through secondary markets on behalf of their Fll & NRI clients with immediate effect”  
 
In July 2012, Khazanah Nasional Bhd, investment arm of the government of Malaysia and Actis Hawk Ltd. had converted their compulsory 
convertible cumulative preference shares (CCPs) issued by IDFC to equity shares. The transactions were worth Rs. 840 crore. The shares were 
issued by IDFC to Sipadan Investments (Mauritius) ltd, an arm of Khazanah, and to Actis. The equity base was expanded after CCPs of            
Rs. 100 each, aggregating to Rs. 840 crore, issued to two investors were converted into equity shares at a price of Rs 176 a share. The total 
number of equity shares issued to the investors were 47,727,272. The shares issued to Sipadan were worth Rs 380 crore and those for Actis 
were Rs 460 crore. As on 30th July, 2013, IDFC’s Book Value stands at Rs. 90 per share (Estimated at Rs. 100 – Book Value for FY14. 
At CMP, the stock trades at an attractive valuation of 0.79x FY14E Book value as compared to its peers who have nominated themselves for 
Banking License from RBI. Receipt of Banking license would act as a key trigger to stock price performance as well.  The current foreign 
shareholding in IDFC is 53.71 percent  (as on 26th August, 2013)  also indicates that selling is overdone. With due consideration to factors like 
IDFC already being compliant in terms of FII shareholding  as per stated RBI norms and  considering decent  past history & stock 
fundamentals,  good result posted in the last quarter considering stress in economy and the business model it enjoys, we believe, the scrip 
will bounce back. The correction definitely seems to be overdone. We continue to believe in the old maxim "Buy when others are fearful" and 
recommend a "BUY" (for investors with 6 months horizon)with a target price of Rs. 100 (1x FY14 estimated Book Value by street. 
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Disclaimer 
 

The content in this research report has been prepared by Ajcon Global Services Ltd. and is meant for the recipient for use as 
intended and not for circulation. The content in the research report should not be research reported or copied or made 
available to others. The information contained herein is from the public domain or sources believed to be reliable. While 
reasonable care has been taken to ensure that information given is at the time believed to be fair and correct and opinions 
based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or 
complete and it should not be relied upon as decision such. Ajcon Global Services Ltd. would not be responsible for any loss to 
the investors; they should verify all the fundamentals before investing. Investors should not soley rely on the information 
contained in this research report and must make investment decisions based on their own investment objectives, goals, risk 
profile, financial position and based on their own analysis.. The securities discussed in this research report may not be suitable 
for all investors. The recepients of this material should take their own professional advice before acting on this information. 
Ajcon Global Services Ltd., its directors and employees, will not in any way be responsible for the contents of this research 
report. This is not an offer to sell or a solicitation to buy any securities.  
 
Ajcon Global Services Ltd. proprietary trading and investment businesses may make investment decisions that are inconsistent 
with the recommendations expressed herein. We and our affiliates, officers, directors, and employees may: (a) from time to 
time, have long or short positions in Futures and Options Segment, and buy or sell the securities in Cash market thereof, of 
company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or 
other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as 
advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any 
recommendation and related information and opinions. The analyst for this research report certifies that all of the views 
expressed in this research report accurately reflect his or her personal views about the subject company or companies and its or 
their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific 
recommendations or views expressed in this research report. Ajcon Global Services Ltd., may be considered as interested party 
in view of its relationship as the financial advisors and consultants to some of the companies discussed in the research report. 
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City Office 
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