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Multi Commodity Exchange
Options drive, tech drags

MCX growth has been driven by a surge in options volume but uncertainty
around the technology shift timeline remains the key overhang. Options
ADTYV has increased ~2.7x YoY and is currently >INR 500bn (~2.4x of futures).
The first phase of growth in options was led by a surge in traded UCCs and
higher volatility in energy contracts (~85% of volume), while the next phase
will be driven by bullion and the launch of new contracts (mini and index
options). The uncertainty around the technology transition is increasing as we
are nearing the deadline (June 23). MCX has been conducting mock trading
sessions over the past six months (higher frequency in April/May) and the
initial feedback is positive, but given the complexity involved, the complete
shift (go-live) may not happen in June-23 and can get extended by one quarter.
We have reduced our EPS estimate by 22/3% for FY24/25E and cut the multiple
to 25x (vs 28x earlier) to factor in the uncertainty. We maintain BUY, with a TP
of INR 1,720, based on 25x FY25E core EPS + net cash ex SGF.

" Commodity options driving growth: Options ADTV stood at INR 490bn in
Q4FY23 (+18/200% QoQ/YoY) but the premium collection growth was
+1/140% QoQ/YoY. The exchange earns on premium and the premium to
notional ratio is gradually coming down; we have assumed 2.1/2.0% for
FY24/25E vs 2.4% in FY23. As per our estimates, a ~10bps decline in
premium-to-notional ratio impacts the EPS by ~3%. We expect commodity
options volume/premium volume to grow at a CAGR of 44/31% over FY23-
25E and options will account for ~55% of total revenue in FY25E.

®  Technology shift: TCS has developed a new trading workstation —MCX
Trade Station (MTS)—and a new member admin terminal —Member
Control Station (MCS) —which will be installed and tested at the member's
end. MCX has ~500 members and the top 300 members who constitute ~90%
of MCX’s volume have participated in the mock trading and the initial
feedback is positive. The members are participating in mock trading using
the existing CTCL software with the new trading interface - MCX Enhanced
Trading Interface (ETI). MCX has conducted ~140 hours of mock trading and
the intensity is increasing. The progress is satisfactory but the June-23
timeline looks unachievable.

®  Valuation scenarios: We have assumed three valuation scenarios: (1) Base
case assumes that the shift will happen in September-23 and MCX will have
to pay an additional amount of INR 80mn to 63 moons in Q2FY24E. It factors
revenue/EPS CAGR of 14/51% over FY23-25% and a core multiple of 25x. (2)
Bear case assumes further extension in the technology timeline, slower
revenue growth (11% CAGR), and a multiple of 20x, resulting in a downside
of ~8% from CMP. (3) Bull case assumes the shift will happen in Q1FY24E,
a 19% revenue CAGR, and 30x multiple, indicating ~62% upside from CMP.

Financial Summary

YE March (INR bn) FY20 FY21 FY22 FY23E FY24E FY25E
Net Revenues 3.98 391 3.67 5.14 5.94 6.73
EBITDA 1.78 1.85 1.62 1.60 2.18 4.08
APAT 2.37 2.25 1.84 1.66 2.24 3.79
Diluted EPS (INR) 46.5 443 36.2 32.6 439 744
P/E (x) 29.3 30.7 422 41.7 30.9 18.3
EV / EBITDA (x) 329 314 34.9 34.8 25,3 13.3
RoE (%) 18.1 16.2 11.6 11.6 15.2 24.6
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Exhibit 1: Valuation scenarios

MCX valuation scenarios Bear Base Bull
Futures ADTV FY25E (INR bn) 234.23 241.07 264.78
Futures ADTV CAGR FY23E-25E 0.2% 1.6% 6.5%
Options ADTV FY25E (INR bn) 699.62 699.62 780.75
Options ADTV CAGR FY23E-25E 44% 44% 52%
Options Premium ADTV FY25E (INR bn) 10.60 11.71 11.71
Options Premium CAGR FY23E-25E 24% 31% 38%
Revenue Futures (FY25E) INR bn 2.51 2.58 2.84
Revenue Options (FY25E) INR bn 2.69 2.99 3.34
Total Revenue (FY25E) INR bn 6.35 6.73 7.33
Revenue CAGR % (FY23E-25E) 11% 14% 19%
Tech transition timeline (estimate) Q3FY24E Q2FY24E Q1FY24E
Total EBIT (FY25E) INR bn 3.24 3.74 414
EBIT % FY25E 50.9% 55.5% 56.5%
EBIT CAGR % (FY23E-25E) 52% 63% 72%
Total PAT (FY25E) INR bn 3.37 3.77 4.09
PAT CAGR % (FY23E-25E) 42% 51% 57%
Core PAT FY25E (INR bn) 2.59 2.99 3.31
Core PAT multiple (x) 20 25 30
MCX Core Value (INR bn) 51.65 74.76 99.22
Add: Net Cash (INR bn) ex SGF 11.98 12.78 12.78
Mcap (INR bn) 63.64 87.54 112.00
TP (INR) 1,250 1,720 2,200
Upside (%) -8% 26% 62%
Source: HSIE research

Exhibit 2: Change in estimates (consolidated)

INR mn FY24E Old FY24E Revised Change %| FY25E Old FY25E Revised Change %
Revenue 6,060 5,940 -2.0 6,839 6,726 -1.6
EBITDA 2,965 2,184 -26.3 4,190 4,078 -2.7
EBITDA Margin (%) 48.9 36.8  -1215bps 61.3 60.6 -65bps
APAT 2,861 2,237 -21.8 3,887 3,786 -2.6
EPS (INR) 56.2 43.9 -21.8 76.4 74.4 -2.6
Source: HSIE research
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Exhibit 3: Commodity options volume up ~2.7x YoY
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Commodity options: powering growth

MCXhas registered strong growth in options volume in the last two years; total options
ADTV has increased from INR 19bn in Q1FY22 to ~INR 490bn in Q1FY24. Options
volume is now ~70% of the total derivatives volume and accounts for ~41% of MCX
revenue in FY23E. The growth in MCX options volume is triggered by (1) the higher
margin in crude futures contracts which made options trading attractive, (2) the steep
rise in commodity options traders, up ~173% YoY, and (3) the launch of new options
contracts and increase in volatility. Crude and natural gas contracts account for ~85%
of the options volume because they are cash-settled and have decent liquidity. We
believe that the next phase of options volume growth will be led by the launch of mini
contracts and the launch of index options contracts (approval received from SEBI). NSE
index option is ~95% of the total options volume and a very popular product category
in India. We expect the options volume/premium to grow at a CAGR of 44/31% over
FY23-25E and account for ~55% of total MCX revenue. Options revenue is generated
on the premium collected and the premium growth is lower than notional volume as
the premium-to-notional ratio comes down gradually with increase in volume.

Exhibit 4: Crude accounts for ~75% of options volume
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Source: Company, HSIE Research

Exhibit 5: Options revenue is linked to the total premium

Source: Company, HSIE Research

Exhibit 6: Options premium-to-notional ratio is

collected coming down; options realisation at ~40% of futures
Premium ADTV (INR bn) = Premium to Notional Ratio %
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Exhibit 7: Commodity futures top traded contracts —launch
of mini contracts will drive futures volume
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Exhibit 8: Options volume is dominated by crude and
natural gas contracts
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Source: Company, HSIE Research, volume mix for April-23

Exhibit 9: Total active unique client codes (UCC) has
increased 3x post-pandemic

Source: Company, HSIE Research, volume mix for April-23

Exhibit 10: Options traded UCCs have registered 3x
growth but its only 2% of total active UCCs
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Global commodity exchanges snapshot

Exhibit 11: Derivative mix of major commodity exchanges worldwide (no. of trades):
MCX is an outlier, similar to NSE for equity derivatives
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Technology shift: near-term uncertainty; gains in the long run

The ongoing technology shift in MCX is taking longer than expected. The timeline has
shifted from December-22 to June-23 and MCX has to pay an additional amount of
~INR 1.8bn (~12% of net worth) over three quarters to 63 Moons for the extension. MCX
is actively conducting mock trading sessions on the new platform- most of the
members have actively participated in the mock trading and have provided feedback
to MCX. The new platform has been tested for ~138 hours (~3 hours/day) and as per
the last communication from MCX, the shift will happen in June-23. We reckon that
the current timeline (June-23 end) is difficult to achieve as the mock trading is still
happening in simulation mode (as of May-23). More clarity will emerge when the mock
trading starts in live mode (parallel trading). We estimate that the timeline can get
extended by at least one quarter and the shift will happen in September-23. Once the
shift happens, the cost structure will change and the incremental revenue generated
will flow to EBITDA and lead to margin expansion. We expect the EBIT margin will
expand to ~56% in FY25E vs ~27% in FY23E due to lower technology cost and options
volume growth leading to non-linearity.

TCS has developed a new trading workstation —MCX Trade Station (MTS)—and a
new member admin terminal —Member Control Station (MCS)—which will be
installed and tested at the member's end. MCX has around 500 members and all
members will have to upgrade their CTCL link and install TCS’s MCX member admin
terminal. The members have either an in-house CTCL or have outsourced it to
exchange empanelled vendors. The main challenge is to change the existing setup
(CTCL, TWS) for all MCX members. The top 300 members which constitute ~90% of
MCX'’s volume have participated in the mock trading and the initial feedback is
positive. The challenge is with the bottom 200 members. The participation and the
upgrade process are slow with the bottom 200 members because they don’t have a
dedicated technology team.

There are nine empanelled CTCL—Computer to Computer link—vendors and
Refinitiv is the largest apart from 63 Moons Technologies. Refinitiv has linked its API
with MCX new and members using Refinitiv are participating in mock trading
smoothly. Refinitiv also provides the Trade Workstation (TWS) and the client front end
for members using Refinitiv will not change.

Page | 5



MCX: Company Update

Exhibit 12: MCX registered CTCL vendors
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Name Vendor CTCL IBT WT ATF
Automated Trading Softech Pvt. Ltd. Yes Yes Yes Yes
Dion Global Solutions Ltd. Yes Yes Yes No
63 Moons Technologies Ltd. Yes Yes Yes Yes
Geojit Technologies Pvt. Ltd. Yes Yes Yes No
Refinitiv India Pvt. Ltd. Yes Yes Yes Yes
Saral Information Technologies Pvt. Ltd. Yes Yes Yes Yes
BSE Tech Infra Services Pvt. Ltd.(ASP Vendor) Yes Yes Yes No
Greeksoft Technologies Pvt. Ltd. Yes Yes Yes Yes
Symphony Fintech Solutions Pvt. Ltd. Yes Yes Yes Yes

Source: Company, HSIE research, CTCL — Computer to Computer link software, IBT — Internet-based
trading, WT — Wireless trading facility, ATF — Algo trading facility

Exhibit 13: Mock trading sessions are gradually picking up —June-23 is the deadline

Mock Trading sessions No of Hours No of Days No of hours/day
Oct-22 6 2 3
Nov-22 45 14 3
Dec-22 36 12 3
Jan-23 3 1
Feb-23 1 4
Mar-23 5 2 3
Apr-23 27 9 3
May-23 11 3 4

Total 138 46 3

Source: Company, HSIE research

Features of new platform
developed by TCS

MCX Trade Station

(MmTS)

= (Create/Modify andlaunch
workspace

= Market Watch-Profilesetup
and Broadcast

= Order placing/modify/cancel

= Exercise/Do Not Exercise-
Instruction, Instructions Bulk
Upload, Instruction Book

= Trade book, order book

= Market-wise Ol alertand
violation

= Net position

= User preference and Save and
Edit Workspace

= DailyPricelimitrelaxation
Broadcastand message

= Market PriceProtection

= Product Listand contract
information

Member Control

Station (MCS)

= Create/Modify andlaunch

workspace

= Market Watch- Profilesetup and

Broadcast

= Order andtrade confirmation for

MTS and CTCL orders, plus order
modification and cancellation

= Exercise/Do Not Exercise-

Instruction, Instructions Bulk
Upload, Instruction Book

= Trade book, order book
= Modified Trade Book and Offline

Trade Modification Book

= Generate onlne back-upfile
= Generate Realtime Trade Export

file

= Default Futures Market Watch

profilewhich will auto update new
Futures contractavailablefor
trading

= Market watch profileto allow

adding contracts based on
near/next/far month

Clearingand

Settlement system

Create UCC

Query UCC based on Client
Status, PAN< Clientcode,
clientcategory

Query UCC, select record to
enable Modify UCC screen
Risk Management -> Margin
utilisation ->Margin utilisation
view

Cash Deposit

Release of collateral (Cash, BG,
FD and Securities)

Upload of Allocation/De-
allocation files

Insttrade approval through
screen

Post Trade functionalities
moved from MCS to BaNCS
application-

Institutional Trade Book
Margin limitsettingand
Margin Surveillance Watch

Source: Company, HSIE research
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Exhibit 14: Key Metrics and Assumptions
MCX (INR mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E S?lCS;-l; ;/EO S?ZC;_I;;/EO
Futures ADTV (INR bn) 211.93 256.48 324.24 312.81 257.45 233.35 223.08 241.07 1.9% 1.6%
Growth % 26.4% -3.5% -17.7% -9.4% -4.4% 8.1%
Options ADTV (INR bn) 041 7.04 11.26 8.98 78.29 338.66 557.68 699.62 283.9% 43.7%
Growth % 1634.6% 59.9% -20.3% 771.7% 332.5% 64.7% 25.5%
Options Premium (INR bn) 8.20 11.71 13.99 30.7%
Growth % 42.9% 19.5%
Premium/Notional % 2.4% 2.1% 2.0% -9.1%
Futures Revenue 2,415 2,863 3,535 3,383 2,801 2,504 2,390 2,584 0.7% 1.6%
Growth % 23.5% -4.3% -17.2% -10.6% -4.5% 8.1%
Option Revenue 0 0 0 0 323 1,762 2,506 2,994 30.4%
Growth % 444.7% 42.2% 19.5%
Total Transaction Revenue 2,415 2,863 3,535 3,383 3,124 4,265 4,896 5,578 12.0% 14.4%
Growth % 23.5% -4.3% -7.7% 36.5% 14.8% 13.9%
MCX (INR mn) FY19 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Transaction Revenue 2,415 2,863 3,535 3,383 3,124 4,265 4,896 5,578 12.0% 14.4%
Other Operating Revenue 183 137 444 522 544 870 1,044 1,149 36.6% 14.9%
Total Revenue 2,598 3,000 3,978 3,906 3,668 5,136 5,940 6,726 14.6% 14.4%
Growth YoY % 15.5% 32.6% -1.8% -6.1% 40.0% 15.7% 13.2%
Cost Structure FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
SSC (Software Support) 494 614 689 636 640 1,882 1,757 333 30.7% -57.9%

SSC Fixed 180 180 180 180 180 180 357 333 0.0% 36.1%

SSC Variable 314 434 509 456 460 1,702 1,400 40.2% NM
Computer & Tech 229 205 206 211 205 277 318 366 3.9% 15.0%
Other Overheads 474 517 526 456 402 462 540 594 -0.5% 13.4%
Employee Cost 682 725 773 751 800 914 1,041 1,155 6.0% 12.4%
Total Cost 1,880 2,061 2,195 2,053 2,046 3,535 3,656 2,448 13.5% -16.8%
Growth YoY % 9.6% 6.5% -6.4% -0.3% 72.7% 34%  -33.0%
Cost Break-up FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Fixed Cost 1,091 1,110 1,159 1,142 1,185 1,371 1,716 1,854 4.7% 16.3%
Variable Cost 789 951 1,036 912 861 2,164 1,940 594 22.4% -47.6%
Fixed Cost % 58% 54% 53% 56% 58% 39% 47% 76%
Variable Cost % 42% 46% 47% 44% 42% 61% 53% 24%
EBITDA mn 719 940 1,784 1,852 1,622 1,601 2,284 4,278 17.4% 63.5%
EBITDA margin % 27.7% 31.3% 44.8% 47.4% 44.2% 31.2% 38.5% 63.6%
Depreciation 167 154 182 221 227 201 388 520 3.8% 60.9%
Growth YoY % -7.3% 17.6% 21.5% 2.9%  -11.5% 93.0% 34.1%
EBIT 552 785 1,602 1,632 1,395 1,400 1,896 3,758 20.5% 63.8%
EBIT margin % 21.2% 26.2% 40.3% 41.8% 38.0% 27.3% 31.9% 55.9%
Sxtt};‘;z igicr‘::r‘;)(mdu‘lmg 920 748 1,053 1,038 461 725 950 1,025 -4.6% 18.9%
PBT 1,472 1,533 2,653 2,667 1,853 2,123 2,844 4,781
PAT 1,084 1,462 2,365 2,252 1,434 1,661 2,237 3,786 8.9% 51.0%
APAT 1,084 1,700 2,365 2,252 1,639 1,661 2,237 3,786 8.9% 51.0%
Core PAT 406 747 1,428 1,377 1,089 1,120 1,517 3,006 22.5% 63.8%
Source: Company, HSIE research
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Exhibit 15: Exchanges valuation metrics

Meap  cpp TR EPS (INR) P/E (x) ROE (%) INRRev | EPS
Company (INR (INR) (INR) RECO CAGR% CAGR%
bn) FY22 FY23E FY24E FY25E [FY22 FY23E FY24E FY25E |FY22 FY23E FY24E FY25E FY23-25E | FY23-25E
Exchanges
MCX 69 1,360 1,720 BUY | 322 326 439 744|422 417 309 183|116 11.6 152 246 14.4 51.0
BSE 72 529 560 ADD | 214 209 239 263|247 253 221 201|109 108 124 1338 9.9 12.3
CDSL Ltd» 103 984 985 ADD | 298 264 304 353|331 373 324 279|564 497 513 514 13.7 15.6
Median 331 373 309 201|116 11.6 152 24.6 13.7 15.6
Source: HSIE Research, CMP as on 10t May, 2023, "\CDSL FY23 depicts actual numbers
Valuation charts
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Source: Bloomberg, HSIE Research
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Financials
INCOME STATEMENT
YE March (INR mn) FY16 FY17  FY18 FY19 FY20  Fy21 FY22 FY23E FY24E FY25E
Net Revenues 2,349 2594 2598 3,000 3978 3906 3,668 5136 5940 6,726
Growth (%) 5.6 10.4 0.2 15.5 32.6 1.8) (6.1) 40.0 15.7 13.2
Software support charges 374 471 494 614 689 636 640 1,882 1,857 533
Employee Expenses 419 644 682 725 773 751 800 914 1,041 1,155
Tech & SG&A Expenses 371 201 229 205 206 211 205 277 318 366
Other Operating Expenses 433 483 474 517 526 456 402 462 540 594
EBITDA 753 796 719 940 1,784 1,852 1,622 1,601 2,184 4,078
EBITDA Margin (%) 32.0 30.7 27.7 31.3 44.8 474 4.2 31.2 36.8 60.6
EBITDA Growth (%) (14.1) 5.7 9.7) 30.7 89.9 3.8 (124) 1.3) 36.4 86.7
Depreciation 246 186 167 154 182 221 227 201 288 320
EBIT 507 610 552 785 1,602 1,632 1,395 1,400 1,896 3,758
Other Income (Including EO Items) 1,169 1,169 920 748 1,053 1,038 461 725 950 1,025
Interest 3 2 0 0 2 3 2 2 2 2
PBT 1,673 1,777 1472 1533 2,653 2,667 1,853 2,123 2,844 4,781
Tax (Incl Deferred) 469 512 388 75 289 415 406 425 569 956
Minority Interest & Associate profit 0 0 0 43 0.4 0.9 -12.7 -38.1 -38.1 -38.1
RPAT 1,203 1,265 1,084 1462 2365 2,252 1434 1661 2237 3,786
EO (Loss) / Profit (Net Of Tax) (56) 0 0 (238) 0 0 (204) 0 0 0
APAT 1,260 1,265 1,084 1,700 2365 2,252 1,639 1661 2237 3,786
APAT Growth (%) 0.7 05 (14.4) 56.9 39.1 4.8 (27.2) 1.3 34.7 69.3
Core PAT (ex other income) 365 434 406 747 1428 1,377 1,089 1,120 1,517 3,006
Core PAT Growth (%) 19.1 (6.4) 83.7 91.2 (3.5  (20.9) 2.9 35.4 98.2
Adjusted EPS (INR) 24.8 24.9 21.3 334 46.5 44.3 32.2 32.6 43.9 74.4
EPS Growth (%) 0.7 05 (14.4) 56.9 39.1 4.8) (27.3) 1.3 34.7 69.3
Source: Company, HSIE Research
BALANCE SHEET
YE March (INR mn) Fyle  Fy17 Fy18 FY19 FY20 FY21  FY22 FY23E FY24E FY25E
SOURCES OF FUNDS
Share Capital - Equity 510 510 510 510 510 510 510 510 510 510
Reserves 12,424 13,114 13295 11,999 13,084 13,672 13,671 13,981 14,433 15,270
Total Shareholders Funds 12,934 13,624 13,805 12,509 13,594 14,182 14,181 14,491 14,943 15,780
Settlement guarantee fund 1882 1,705 1,806 3,298 4,098 4,692 5256 5361 5468 5,578
Total Debt 0 0 0 0 0 0 0 0 0 0
Net Deferred Taxes (Net) 0 76 172 14 18 0 98 98 98 98
Long-Term Provisions & Others 216 345 48 401 528 573 559 559 559 559
TOTAL SOURCES OF FUNDS 15,033 15,750 15,831 16,221 18,237 19,447 20,095 20,510 21,069 22,016
APPLICATION OF FUNDS
Net Block 1,370 1518 1562 1580 1,583 1594 1,565 1,672 1,741 1,824
CWIP 31 4 55 190 237 263 948 948 948 948
Investments 0 0 0 123 123 124 124 124 124 124
LT Loans & Advances 242 277 392 614 708 667 631 663 696 730
Total Non-current Assets 1,643 1,799 2,009 2506 2,651 2,649 3,268 3,406 3,508 3,627
Debtors 42 28 63 60 65 90 115 84 98 111
Other Current Assets 672 878 890 945 753 948 1,221 985 1,139 1,290
Cash & Equivalents 16,262 15990 16,700 17,243 23,878 21,339 23,403 25416 27,096 29,282
Total Current Assets 16,976 16,896 17,654 18,248 24,695 22,377 24,738 26485 28,333 30,682
Trading margin from members 2,597 2,149 3,018 3,518 7,599 4,296 6,429 7,678 8,812 10,040
Other Current Liabilities & Provns 990 796 814 1,016 1,510 1,282 1,482 1,704 1,959 2,253
Total Current Liabilities 358 2945 3,832 4533 9109 5578 7911 9,382 10,772 12,293
Net Current Assets 13,389 13,951 13,822 13,715 15586 16,799 16,827 17,104 17,561 18,389
TOTAL APPLICATION OF FUNDS 15,033 15,750 15,831 16,221 18,237 19,447 20,095 20,510 21,069 22,016
Source: Company, HSIE Research
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CASH FLOW STATEMENT
YE March (INR mn) FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Reported PBT 1,673 1,777 1,472 1,533 2,653 2,667 1,853 2,123 2,844 4,781
Non-operating & EO items (1,101)  (1,081) (910) (954) (1,224) (981) (419) (725) (950)  (1,025)
Interest expenses 3 2 0 0 2 2 2 2 2 2
Depreciation 246 186 167 155 181 221 227 201 288 320
Working Capital Change 513 (696) 561 2,153 3,402 (3,274) 2,572 1,667 1,151 1,285
Tax Paid (558) (509) (296) (295) (523) (479) (323) (425) (569) (956)
OPERATING CASH FLOW (a) 775 (321) 993 2,591 4492 (1,844) 3,913 2,844 2,767 4,406
Capex (202) (269) (266) (271) (277) (211) (820) (308) (356) (404)
Free cash flow (FCF) 573 (590) 727 2,320 4,215  (2,055) 3,093 2,536 2,410 4,003
Investments 0 0 0 0 0 0 0 0 0 0
Non-operating Income 363 462 525 445 407 302 220 725 950 1,025
INVESTING CASH FLOW (b)) 160 193 259 174 130 91 (600) 417 593 622
Debt Issuance/(Repaid) 0 0 0 0 0 0 0 0 0 0
Interest Expenses 0) 0 0) 0) 0 0) 1) 2) 2) 2)
FCFE 573 (590) 727 2,320 4,215 (2,055) 3,092 2,534 2,408 4,000
Share Capital Issuance 0 0 0 0 0 0 0 0 0 0
Dividend (614) (399) (921) (1,045) (1,230) (1,530) (1,408) (1,245) (1,678) (2,840)
FINANCING CASH FLOW (c¢) (614) (399) (921) (1,045) (1,230) (1,530) (1,409) (1,248) (1,680) (2,842)
NET CASH FLOW (a+b+c) 321 (527) 332 1,719 3,392 (3,284) 1,904 2,013 1,680 2,186
EO Items, Others (150) 255 379  (1,176) 3,243 744 159 0 0 0
Closing Cash & Equivalents 16,262 15990 16,700 17,243 23,878 21,339 23,403 25416 27,096 29,282
Source: Company, HSIE Research
KEY RATIOS

FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
PROFITABILITY (%)
GPM 84.1 81.9 81.0 79.6 82.7 83.7 82.6 63.4 68.7 92.1
EBITDA Margin 32.0 30.7 27.7 313 44.8 474 44.2 31.2 36.8 60.6
APAT Margin 53.6 48.8 417 56.7 59.4 57.7 44.7 323 37.7 56.3
RoE 9.8 9.5 7.9 129 18.1 16.2 11.6 11.6 15.2 24.6
RoIC (or Core RoCE) 24.7 17.9 15.1 17.7 25.4 23.4 16.2 19.3 25.1 40.9
RoCE 8.4 8.2 6.9 10.6 13.7 12.0 8.3 7.8 10.3 17.2
EFFICIENCY
Tax Rate (%) 28.1 28.8 26.4 4.9 10.9 15.6 21.9 20.0 20.0 20.0
Fixed Asset Turnover (x) 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.2 0.2 0.2
Debtors (days) 7 4 9 7 6 8 11 6 6 6
Other Current Assets (days) 104 124 125 115 69 89 121 70 70 70
Other Current Liab & Provns (days) 307 252 248 277 388 359 434 237 263 551
Cash Conversion Cycle (days) (196) (124) (114) (155) (313) (262) (301) (161) (187) (475)
Debt/EBITDA (x) (15) (12) (13) (10) 6) 6) ®) 8) 6) 4)
Net D/E (x) @ @ @™ @ @ @ @ @ @ @
Interest Coverage (x) 557 NM NM NM NM NM NM NM NM NM
PER SHARE DATA (INR)
EPS 24.8 24.9 21.3 33.4 46.5 44.3 322 32.6 43.9 74.4
CEPS 29.6 28.5 24.6 36.4 50.0 48.6 36.7 36.6 49.6 80.7
Dividend 6.5 15.0 17.0 20.0 30.0 33.2 24.1 24.5 33.0 55.8
Book Value 254.1 267.7 271.2 245.8 267.1 278.6 278.6 284.7 293.5 310.0
VALUATION
P/E (x) 54.9 54.7 63.9 40.7 29.3 30.7 42.2 41.7 30.9 18.3
P/BV (x) 54 5.1 5.0 5.5 5.1 49 49 4.8 4.6 44
EV/EBITDA (x) 77.1 75.0 83.1 64.1 Y 31.4 34.9 34.8 253 13.3
OCF/EV (%) 13 0.5) 17 43 7.6 (3.2) 6.9 5.1 5.0 8.1
FCF/EV (%) 1.0 (1.0) 12 3.9 7.2 (3.5) 5.5 4.5 44 7.4
FCFE/Mkt Cap (%) 0.1 (0.0 0.2 0.4 0.7 (0.3) 0.5 0.5 0.5 0.7
Dividend Yield (%) 0.5 1.1 13 15 22 24 1.8 1.8 24 4.1
Source: Company, HSIE Research
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