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IGM FINANCIAL INC.     

Recent Price $52.75
Symbol  IGM-TSX
Shares O/S     268 million
Market Cap.  $13.97 billion
52 Wk. Range $56.34-$45.55
Year End  December 31 

 EBITDA MULT
2006a  $5.68  9.3x
2007e  $6.35  8.3x
2008e  $6.90  7.6x

AUM$bill  $124.4  12.9%

Rate Yield
DCPU $1.81 3.4%

Data Source: BigCharts.com

 IGM Financial Inc. is a premier mutual fund, managed asset and personal fi nancial services 
company. The company has three operating units, Investors Group, Mackenzie Financial 
Corporation and Investment Planning Counsel Inc.

CONCLUSION: BUY - 12 MONTH TARGET MAINTAINED AT $61.00

eResearch
Recommendation

Buy

Target Price

$61.00

Risk

Low

Average Daily Volume

150 day: 260,800

Quick Facts

IGM reported solid Q2/07 results which were in line with expectations as EBITDA per share increased to $1.57 
up from $1.56 last quarter and up from $1.38 in Q2/06 for a Y/Y gain of 14%.  EPS (fd) was reported at $0.81, 
a 16% Y/Y gain.  ROE increased to 21.5%.  The Y/Y increase in EBITDA was largely due to an increase in 
average mutual fund AUM of 21% Y/Y (strong net sales at Investors Group and much better than the continued 
weak net sales at Mackenzie) and positive overall operating leverage.  Total AUM as at the end of July amounted 
to $125.9 billion, including the Cundill acquisition (organic growth was about 18% Y/Y).  IGM reported overall 
net mutual fund sales in the quarter of $0.5 billion.  Mackenzie continued to struggle in net sales with Investors 
and Counsel continuing to perform well.  Dividend was increased 8% to $1.84 per share from $1.71 per share.

We are maintaining our 2007 and 2008 EBITDA per share estimates at $6.35 and $6.90 respectively.  Our 2007 
and 2008 EPS have also been maintained at $3.25 and $3.62 respectively.  This forecast assumes a modest share 
repurchase program in each year.  Cash Flow is expected to exceed $1.2 billion in 2007.   ROE for 2007 should 
exceed 21.0%.  We expect a dividend payout ratio in the 50% to 60% range (but closer to 60%) of EPS which 
would imply a dividend in 12 months time of about $2.05 to $2.10 per share or an increase of 14% to 16%.  We 
expect a 12-month total return of 19.0%.  The shares remain a BUY.

Valuation
IGM is considered the premier asset management company and well positioned in its distribution channels with 
Investors Group (strong & growing captive sales force), Mackenzie (independent) and IPC (Financial Planning + 
Counsel Fund Management).  We believe IGM’s superior positioning and good profi t margins (impressive expense 
controls) will enable it to successfully compete in what is becoming an increasingly competitive environment as 
more pressure develops on lowering MER’s, plus of course the increased competition from the major banks. 



eResearch IGM Financial

2 August 7, 2007

No representations, express or implied are made by eResearch as to the accuracy, completeness or correctness of its research. Opinions and estimates 
expressed in its research represent eResearch’s judgment as of the date of its reports and are subject to change without notice and are provided in good faith 
and without legal responsibility.  Its research is not an offer to sell or a solicitation to buy any securities.  The securities discussed may not be eligible for sale 
in all jurisdictions.  Neither eResearch nor any person accepts any liability whatsoever for any direct or indirect loss resulting from any use of its research or 
the information it contains. This report may not be reproduced, distributed or published without the express permission of eResearch.

Based on continued good AUM growth and our solid EBITDA forecast for 2008, we are maintaining our 12-month 
target price for IGM at $61.00 which represents a multiple of 8.8x our 2008 EBITDA forecast.  

Other Quarterly Highlights 
• IGM reported Q2/07 cash operating earnings of $216 million or $0.81 per share, a Y/Y gain of 16% (excluding 

a tax gain in Q2/06 of $0.05 per share).  Earnings were stronger as revenue growth was up 13% while expense 
growth was only 9% making for continued positive operating leverage of 4%.  EBITDA in Q2/07 was $419 million 
or $1.57 per share, a 14% Y/Y gain.  EBITDA is the preferred measure of performance for mutual fund companies 
as it excludes the amortization of commissions which can be erratic particularly in period of strong sales as is now 
being experienced.  

• EBITDA margin increased to 58.1% in Q2/07 up from 57.9% last year as non-commission expenses increased by 
9% Y/Y well below the 13% increase in revenues.

• Total mutual fund AUM for IGM as at the end of June increased to $112 billion up from $110 billion as at the end 
of March and up 17% Y/Y.  Gross sales overall in the quarter were $4.0 billion with net sales of $470 million.  Total 
AUM increased to $125.9 billion, a Y/Y increase of 21%.  

• IG had gross long term fund sales of $1.4 billion in Q2/07 with net sales of $333 million, a relatively slow quarter.  
All categories of net sales increased by over $0.4 billion.  Total mutual fund AUM as at June 2007 were $61.3 billion 
up 18% Y/Y.

• Mackenzie experienced gross long term fund sales of $1.7 billion in Q2/07 with net sales of only $36 million.  All 
mutual fund gross sales were $3.3 billion with net sales of only $0.7 billion.  Total mutual fund AUM as at June 
2007 was $48.6 billion up 13% Y/Y.  Total AUM including institutional AUM and the Cundill AUM increased to 
$64.7 billion.  As at the end of July, 2007 total AUM decreased slightly to $64.5 billion with total sales in April of 
$0.8 billion and net sales of $111.7 million. 

• Counsel Fund Management had net sales of $31 million (gross sales of $83 million) in Q2/07, another good quarter 
overall following Q1/07 which was one of the best since acquired 2 years ago.  AUM increased by 18% Y/Y to $2.3 
billion.

• IG redemption rates remained low at 7.4% down from over 8.0% last year and the lowest in history and well below 
industry averages which exceed 14.5%.  

• Mackenzie’s redemption rate on long term assets was down marginally to 14.2% and now slightly below the IFIC 
industry average. 

• The number of IG consultants increased 327 over last year or 9% Y/Y, to 4,093 and are at the highest level in IG 
history.  


