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Companion to the HDFC Asset Management Company investment report (80/100, Positive). This piece grades the business against
the five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 2,351 (NSE close, October 6, 2026). Four pass, one patrtial.

Grades at a glance

Sunrise (financialization of Indian savings) PASS
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow PASS

Overall fit verdict: four pass, one partial. HDFC AMC clears the five-pillar compounder bar: the
highest-quality franchise in Indian asset management, in a structural industry, with a fortress balance
sheet and real cash generation, whose moat is the strongest in its industry and still being built. Full
investment report score: 80/100, Positive.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The tailwind is the financialization of Indian household savings, and it is structural, not cyclical. Industry
AAUM is ~Rs 83 lakh crore against a savings pool still dominated by physical assets; monthly industry SIP
flows hit a record Rs 32,297 crore in August 2026 (AMFI); and HDFC AMC's own systematic book runs Rs
4,810 crore a month (+20% YoY) with 17.1 million unique investors, ~28% of the industry's investor base.
Three company-specific gusts strengthen the read:

First, the equity orientation amplifies the sunrise: at 66:34 equity:non-equity vs 57:43 for the industry,
HDFC AMC earns the sunrise at the highest-yielding slice, and equity-oriented QAAUM grew 16% YoY to
Rs 5.74 lakh crore in Q1 FY27.

Second, the B-30 runway is still early: ~20% of the book from beyond the top-30 cities, with the SIP
granularity (5-year retention dynamics, small-ticket dominance) that makes the flows sticky through cycles.

Third, the bank-channel headroom is a second sunrise inside the first: only ~28% of HDFC Bank's own MF
distribution runs through HDFC AMC, against 98% for SBI within SBI and 69% for ICICI Pru within ICICI
Bank. Every point of penetration is pure operating leverage.

The caveat: the sunrise is regulated. SEBI's 2026 TER framework and the recurring fee-review cycle mean
the industry grows AUM faster than revenue. But the pillar tests the industry, not the company, and the
industry passes.
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Pillar 2: Leadership, PASS
GRADE: PASS

Navneet Munot is the rare CEO who inherited a great franchise and made it better. Since February 2021:
QAAUM ~Rs 4.2 lakh crore to Rs 9.35 lakh crore, revenue Rs 1,853 crore to Rs 4,122 crore, PAT Rs
1,340 crore to Rs 2,858 crore, systematic monthly flows roughly tripled to Rs 4,810 crore, and fund
performance quartile rankings materially improved (>69% of AUM in the top two quartiles on 1 year, >70%
on 3 years), all while holding the industry's best cost structure (~19% cost-to-income). He was elected
AMFI Chairman in 2022 and chairs SEBI's ESG advisory committee, the industry's own signal of standing.

The succession that matters most already happened and worked: Milind Barve built the company from
2000 to 2021 into India's most profitable AMC and retired cleanly, and Munot rebuilt it on performance.
Behind them stands HDFC Bank at 52.34% with zero pledged shares, Big-4-audited accounts (B S R and
Co. LLP, unmodified FY26 opinion), and a high disclosure cadence.

Deductions, honestly stated: the performance revival and bank-channel deepening are closely associated
with Munot, so key-person risk is real. No external CEO-in-waiting is visible. None of this overturns the
pass: two eras, two successful builds, one owned industry. PASS.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

This is the pillar where honesty costs the most, and HDFC AMC is the strongest test case in the listed set.
The moat claim rests on four legs, and the evidence is real: the captive HDFC Bank channel (a distribution
asset no non-bank AMC can replicate), the equity brand (Flexi Cap among India’s largest active funds,
Mid-Cap crossed Rs 1 lakh crore with 17.13% CAGR since inception vs 15.04% benchmark), scale
(top-two by AUM since 2008), and the cost structure (~19% cost-to-income, which is itself a moat: no rival
can match the price and keep 80%+ margins).

But AMC moats are shallow by construction, and three facts keep this pillar partial:
e Performance is portable. The 2021 revival proves management can fix it, which also proves it can
break.

e The captive channel is under-earned: 28% in-bank share vs 98%/69% for the SBI/ICICI pairs means
the moat's best wall is mostly decorative today.

e TER s regulated, not earned. SEBI cut in 2019 and 2026, and the passive shelf (~Rs 43,000 crore,
~4.6% of QAAUM) is thin exactly where the industry grows fastest (~one-third share and rising).

Against this, the durability record is the strongest in Indian asset management: most profitable AMC since
FY13, top-two by AUM since 2008, 80%+ margins through two TER cuts. If the bank-channel penetration

crosses ~40% and the passive/SIF build lands, this pillar upgrades. Today: PARTIAL, the strongest partial
in the coverage set.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

The cleanest pillar in the set. Zero debt. Total equity ~Rs 9,229 crore against investments of ~Rs 9,400
crore (largely its own mutual fund schemes) and a cash surplus of ~Rs 8,051 crore at June 30, 2026. An
asset manager needs almost no capital to grow: capex is negligible, there is no inventory, and the
investment book compounds on its own.

The fortress has been tested twice: through the 2022-23 abrdn stake sales (~16% of the company
changed hands, ~Rs 6,400 crore) the business never raised emergency capital and the stock rose on the
overhang's removal; through the 2023 HDFC Ltd merger into HDFC Bank, the franchise moved promoters
without losing a step. The ~81% dividend payout means the fortress is returned, not hoarded. PASS, no
real deduction.
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Pillar 5: Free Cash Flow, PASS
GRADE: PASS

An AMC is the closest thing to a royalty business in Indian equities: fees on AUM, no inventory, no
factories, capex near zero, so free cash flow tracks operating cash flow closely: Rs 1,135 crore (FY23), Rs
1,596 crore (FY24), Rs 2,030 crore (FY25), Rs 2,506 crore (FY26), with CFO-to-operating-profit at
81-88%. The business converts profit to cash every year and pays out 64% to 81% of PAT as dividends
(rising every year FY22-FY26), with the surplus compounding in the investment book.

The watch item, stated plainly: the investment book's MTM gains are the main source of PAT volatility (Rs
263 crore of other income in Q1 FY27 alone; ~35% QoQ PAT jumps on MTM per ICICI Direct), so
headline PAT overstates the stability of the cash flow. The fee-based FCF, the part the pillar tests, is rock
solid. PASS, with the other-income share of PAT as the monitored metric.
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Summary

e Pillar 1. Sunrise: PASS, Indian household financialization plus the under-penetrated bank channel
as a second sunrise
e Pillar 2. Leadership: PASS, two successful eras (Barve built it, Munot rebuilt it on performance);
key-person risk noted
e Pillar 3. Moat: PARTIAL, the strongest moat in listed Indian AMCs, but AMC moats are shallow by
construction; bank-channel penetration and the passive build are the upgrade triggers
e Pillar 4. Iron Fortress: PASS, zero debt, ~Rs 9,400 cr investments, ~Rs 8,051 cr surplus; tested
through the abrdn exit and the HDFC merger
e Pillar 5. Free Cash Flow: PASS, FCF-positive and rising every year, 81% payout; MTM gains are
the watch item
Four of five pass. The engine's read: the highest-quality franchise in Indian asset management, in a
structural industry, with a fortress balance sheet and real cash generation, whose durability edge (the
moat) is the best in its industry and still being built. That matches the investment report's 80/100 Positive:
back the quality, watch the bank channel and the passive build.

What changes the grade: Moat upgrades to pass if HDFC AMC pushes in-bank share toward ~40% and
builds the passive/SIF book into a real second engine through FY27-28. Iron Fortress or FCF downgrades
if the company levers up for a large acquisition or cuts the payout to fund one. Leadership downgrades on
any governance event or an unmanaged CEO transition.
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Sources

Company filings and investor materials: Q1 FY27 press release and presentation (July 15, 2026);
FY26 board filing (April 16, 2026); BSE intimations via screener.in documents

screener.in consolidated financials, shareholding (June 2026), dividends and bonus (October 6,
2026)

ICICI Direct result notes (July 16, 2026; May 2026); MOFSL notes (September 9, 2026; January
2026); Elara Capital (post-Q3 FY26); JM Financial (October 16, 2025); Kotak Institutional Equities
(September 30, 2026); InCred Equities (January 2026)

Jefferies on SEBI MF Regulations 2026; The Hindu BusinessLine (Q1 FY27 results; August 2018
listing); Outlook Business and Morningstar UK on the abrdn exit (June 2023)

AMFI via sahi.com (August 2026); mfnewsdaily.in (October 2026); univest.in peer table (September
17, 2026)

Full source list in the companion investment report.
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