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Tanla Platform

Inline performance with strong traction in Platform
segment

Our view and valuation

Overall, inline performance on both revenue and margin front. The fourth quarter
generally has weak seasonality compared to third quarter on account of several
promotional campaigns in December quarter, driving up A2P messaging. The Wisely
platform coming live is a positive development and would drive revenue growth for
Platform segment in FY23. It remains a leader in CPaaS space in India, growing faster
than the industry. The adoption of CPaaS based A2P messaging across industries
continues to drive volume growth for both enterprise and platform segments. We
expect EBITDA margin to improve going ahead led by Platform segment(higher gross
margin) growing faster than enterprise segment. We estimate revenue CAGR of 26.0%
over FY22-FY24E with average EBIT margin of 21.4%.

We maintain BUY Rating on the stock with revised target price of Rs 1,867 per share,
based on 30x on FY24E EPS. Trades at PE of 23x on FY24E EPS.

Result Highlights

= Revenue grew by 31.5% YoY( down 3.6% QoQ) to Rs 8,531 mn. Q4 has weak
seasonality compared to Q3 and hence YoY comparison is preferred. The robust
YoY growth is led by increase in volumes from BFSI, Retail and Government
verticals and faster growth in OTT channels.

= Enterprise revenue grew by 30.2% YoY to Rs 7,844mn; while Platform business
grew by 48.7% YoY to Rs 687 mn, led by TRUBLOQ.

= Gross margin of platform business was flat YoY for the quarter at 94.6%; Gross
margin for Enterprise business was up 60 bps YoY to 22.7%. As a whole, Gross
margin was up 126 bps YoY( down 100 bps QoQ) to 28.5%

=  EBITDA margin was up 90 bps YoY ( down 130 bps QoQ)to 21.6%. The sequential
dip in EBITDA margin was due to investment in sales team and participation in
events like World Mobile congress

=  TRUBLOQ proceeded 32 bn transaction in March at daily average of 1.06bn, with
63% volume market share.

= VILis now live on Wisely platform, would cater to international messaging traffic.

= Recommended a final dividend of Rs. 2/- per equity share of Face Value Re. 1/-
each (200%) for the financial year ended March 31, 2022, subject to approval of
shareholders

YES Sec Consensus YES Sec Consensus

Sales 8,531 8,883 8,606 -4.0% -0.9%
EBITDA 1,841 2,024 1,878 -9.0% -2.0%
EBITDA 5 . .

Margin (%) 21.58% 22.79% 21.82% (120) bps (24) bps
ﬁ/‘iJT“Sted 1,406 1,559 1,443 -9.8% 2.5%
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Stock data (as on May 02, 2022)
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Shareholding pattern (As of Mar'22 end)

Promoter 43.7%
Fll+Dll 16.5%
Others 39.8%
Ain stance
(1-Yr) New old
Rating BUY BUY
Target Price 1,867 1,872
A in earnings estimates
FY22 FY23E FY24E
EPS (New) 39.7 47.8 62.2
EPS (Old) 40.5 49.6 624
% change -1.9% -3.6% -0.3%
Financial Summary
(Rs mn) FY22 FY23E FY24E
Net Revenue 32,060 40,473 50,876
YoY Growth 36.9% 26.2% 25.7%
EBIDTA 7,002 9,041 11,769
YoY Growth 61.5% 29.1% 30.2%
PAT 5,393 6,492 8,447
YoY Growth 51.4% 20.4% 30.1%
ROE 48.0% 40.6% 39.0%
EPS 40 48 62
P/E 36.0 29.9 23.0
P/B 14.3 10.5 7.8
EV/EBITDA 26.5 204 15.6
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INSTITUTIONAL EQUITIES

Exhibit 1: Quarterly snapshot (Consolidated)

Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22

Revenue 6,486 6,264 8,416 8,849 8,531 315 (3.6) 32,060 23,415 36.9
EBITDA 1,340 1,345 1,787 2,028 1,841 37.4 (9.2) 7,002 4,335 61.5
EBITDA % 20.7 215 21.2 22.9 21.6 92 bps -134 bps 218 18.5 333 bps
Depreciation 92 91 104 111 102 10.4 (8.2) 409 396 3.3
EBIT 1,248 1,254 1,683 1,917 1,739 39.4 (9.3 6,593 3,939 67.4
EBIT% 19.2 20.0 20.0 21.7 20.4 114 bps -128 bps 20.6 16.8 374 bps
Other income 15 43 31 41 46 198.5 12.1 161 219 (26.5)
finance cost 1 2 6 8 S 165.9 5.7 13 11 23.0
PBT 1,262 1,295 1,708 1,955 1,782 41.2 (8.9) 6,741 4,148 62.5
Tax 237 250 347 375 376 58.7 0.1 1,348 586 130.0
Reported PAT 1,025 1,045 1,362 1,580 1,406 37.1 (11.0) 5,393 3,561 514
Net margin 15.8 16.7 16.2 17.9 16.5 67 bps -137 bps 16.8 15.2 161 bps

KEY CON-CALL HIGHLIGHTS

= Wisely deployment would drive the growth in platform revenue in FY23. Wisely has already
gone live on VIL network and will soon go live on Trucaller.

= Cash of ~Rs 9bn offers optionality for strategic acquisitions. Also needs cash to spend on
innovation to support growth momentum

= However, the main focus is to grow the business organically

=  The CPaaS industry in India is growing at 18-20% per annum in volume terms. Tanla is
growing faster than the industry

= Platform business growing faster than Enterprise segment would support EBITDA margin
going ahead

= Core team of Tanla has been intact for last 2 decades. The attrition problem is mainly at
junior level

=  OCF/ EBITDA would remain broadly at 70% over medium term

=  Don't expect competition from telecom operators in the CPaaS space
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Exhibit 2: Q4 has weak seasonality in terms of revenue Exhibit 3: Maintains 20%+ EBITDA margin trend

growth
B QoQ revenue growth HEBITDA margin(%)
40.0% 23.5%
34.4%
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5.0%
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: -3.4% -3.6%
-10.0% 19.5%
Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22
Source: Company, YES Sec Source: Company, YES Sec
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FINANCIALS

Exhibit 4: Balance sheet

Y/e 31 Mar (Rs mn) FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Cash & equivalents 1,654 2,305 2,051 5,841 8,623 9,705 10,923
Inventories - trade 0 0 0 0 0 0 0
Sundry debtors 2,665 3,078 3,258 3,731 5,603 5,544 6,272
Other current assets 245 1,759 2,511 3,125 4,591 5,958 7,419
Sundry creditors 2,380 2,020 2,810 3,387 4,637 5,854 7,358
Other current liabs 82 1,192 1,974 3,730 5,243 6,354 7,985
Net current assets 2,103 3,930 3,036 5,581 8,938 8,999 9271
Fixed assets 4,520 3,497 359 336 1,286 1,286 1,286
Intangible assets 0 58 2,297 2,297 2,297 2,297 2,297
Investments 0 0 0 0 0 0 0
Other term assets 256 372 1,415 796 1,546 6,359 12,587
Total assets 6,878 7,857 7,107 9,009 14,067 18,941 25,441
Borrowings 0 599 0 0 0 0 0
Other long-term liabs 2 3 89 78 526 526 526
Net worth 6,876 7,255 7,017 8,931 13,540 18,414 24914
Total liabs & equity 6,878 7,857 7,106 9,009 14,067 18,941 25,441
Exhibit 5: Income statement
(Rs mn) FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Revenue 7,916 10,040 19,428 23,415 32,060 40,473 50,876
EBITDA 652 967 1,851 4,335 7,002 9,041 11,769
Depreciation and amortisation (573) (732) (3,778) (396) (409) (531) (667)
EBIT 79 235 (1,927) B8 6,593 8,511 11,102
Non-operating income 48 103 107 219 161 180 203
Interest expense 0 (3) (64) (11) (13) (12) (12)
PBT 126 335 (1,885) 4,148 6,741 8,679 11,293
Exceptional items 0 0 (487) 0 0 0 0
Reported PBT 126 335 (2,372) 4,148 6,741 8,679 11,293
Taxes 50 (37) 261 (586) (1,348) (2,187) (2,846)
PAT 176 298 (2,112) 3,561 5,393 6,492 8,447
Minorities and other 0 0 0 0 0 0 0
Attributable PAT 176 298 (2,112) 3,561 5,393 6,492 8,447

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 6: Cash flow statement
(Rs mn)
EBIT
Tax Paid
Depr. & amortization
Working capital A
Other operating items
Operating cashflow before interest
Financial expense
Non-operating income
Operating cashflow after interest
Capital expenditure
Long term investments
Other items
Free cash flow
Equity Raised
Borrowing
Dividends paid

Net change in cash

Tanla Platform

FY24E
11,102
(2,846)
667
946

0
9,869
(12)
203
10,061
(667)

Exhibit 7: Ratio analysis

Per share (Rs)
Pre-exceptional EPS
DPS

BVPS

Growth (%)
Revenues
EBITDA
EPS

Profitability ratios (%)
EBITDA margin

EBIT margin

Tax rate

Net profit margin

Return ratios (%)
ROE
ROCE

Solvency ratios (x)

Net debt/equity
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FY18A FY19A FY20A
79 235 (1,927)
0 0
573 732 3,778
(360) (1,326)
31 54
28 (304) 2,392
0 )
48 103
371 (204) 2,434
(95) 101 (2,112)
0 0
(5) 17
271 (87)
84 179
0 599
(33) (41)
321 650
FY18A FY19A FY20A
1.6 2.6
0.3 0.4
61.2 62.7
36.6 26.8
16.2 48.4
(58.9) 64.7 2954
8.2 9.6
1.0 2.3
(39.5) 10.9
22 3.0 (10.9)
2.6 4.2 (29.6)
1.9 4.6 (24.3)
(0.2) (0.2)

FY24E

62.2
14.3
183.6

257
30.2
30.1

231
21.8
25.2
16.6

39.0
50.9

(0.4)
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FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Net debt to Ebitda (2.5) (1.8) (1.2) (1.3) (1.2) (1.2) (0.9)
Valuation ratios (x)
PER (x) NA NA NA NA 36.0 29.9 23.0
Price/Book (x) NA NA NA NA 14.3 10.5 7.8
EV/EBITDA (x) NA NA NA NA 26.5 204 15.6
Dupont Analysis FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Asset Turnover 1.2 14 2.6 2.9 2.8 2.5 2.3
EBIT margin 1.0 2.3 -9.9 16.8 20.6 21.0 21.8
Interest Burden 1.6 14 1.2 1.1 1.0 1.0 1.0
Financial Leverage 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Tax burden 1.4 0.9 0.9 0.9 0.8 0.7 0.7
RoE 2.6 4.2 (29.6) 44.7 48.0 40.6 39.0
Recommendation Tracker
TANLA Reco =-=------ Nifty (RHS)
2,600 21,000
r 19,000
2,100 -
“\se-r 17,000
1,600 L 15,000
1,100 r 13,000
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | >4 research@ysil.in
Website: www.yesinvest.in
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