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Tanla Platform

Weak operating margin due to several operational
headwinds

Our view and valuation

Overall, it reported mixed performance for the quarter. While, the revenue for the
quarter was inline, EBITDA margin came sharply below estimates on several operational
headwinds such as pricing pressure in few pockets, downtime due to modernization of
platform and cross currency headwinds. The Q1 is a seasonally weak quarter and that
led to sequential dip in revenue. The Wisely platform is shaping up nicely 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 improved
execution. Platform segment(higher gross margin) growing faster than enterprise
segment will also support margin going ahead. We estimate revenue CAGR of 21.8%
over FY22-FY24E with average EBIT margin of 19.1%.

We maintain BUY Rating on the stock with revised target price of Rs 1,218 per share,
based on 22x on FY24E EPS. We have reduced target PE multiple from 30x to 22x to
account for lower margin assumption and higher cost of capita WACC) in this
environment of high macroeconomic uncertainty. Trades at PE of 13.2x on FY24E EPS.

Result Highlights

= Reported revenue of Rs 8,001mn( up 27.7% YoY, down 6.2% QoQ). The YoY
growth was led by increased volumes in domestic business and faster growth in
OTT channels; while the sequential growth was impacted by seasonality in Q1.

= Enterprise segment grew by 28.2% YoY to Rs 7,321mn; Platform revenue grew by
22.7% YoY to Rs 680mn

= EBITDA margin decreased 530 bps QoQ( 530 bps YoY) to 16.3%. The dip in margin
was due to operational headwinds such as pricing pressure in select pockets, and
downtime due to platform modernization of its legacy systems. Also, cross
currency headwinds impacted margin in international business.

=  Enterprise business had 16% gross margin vs 23% in Q4FY22; Platform business
had 96% gross margin compared 95% in Q4FY22.

= Capex was Rs 247mn vs Rs 272mn in Q4FY22 and Rs 91mn in Q1FY22

= Cash and equivalents of Rs 9.9bn vs Rs 7.2bn as of Q1FY22. It remains debt free
company.

YES Sec Consensus YES Sec Consensus

Sales 8,001 8,511 8,004 -6.0% 0.0%
EBITDA 1,307 1,853 1,664 -29.5% 21.5%
EBITDA 5 5 5

Margin (%) 16.33% 21.77% 20.79% (544) bps (446) bps
ﬁi‘T“Sted 1,004 1,423 1,259 -29.4% -20.2%

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Reco : BU
CMP : Rs731

: Rs 1,218
+66.7%

Target Price

Potential Return :

Stock data (as on July 26, 2021)

Nifty 16,484
52 Week h/I (Rs) 2097 / 731
Market cap (Rs/USD mn) 99176 / 1243

Outstanding Shares (mn) 136
6m Avg t/o (Rs mn): 406
Div yield (%): 0.3
Bloomberg code: TANLA IN
NSE code: TANLA

Stock performance

270 TANLA Nifty
170
70 + T T 1
Jul-21 Nov-21 Mar-22 Jul-22
iMm 3M 1Y
Absolute return -26.1%  -51.8% -21.9%

Shareholding pattern (As of Jun’22 end)

Promoter 43.7%
Fll+Dll 16.2%
Others 40.0%
Ain stance
(1-Yr) New old
Rating BUY BUY
Target Price 1,218 1,867
A in earnings estimates
FY22 FY23E FY24E
EPS (New) 39.7 37.3 55.4
EPS (Old) 39.7 47.8 62.2
% change NA -21.9% -11.0%
Financial Summary
(Rs mn) FY22 FY23E FY24E
Net Revenue 32,060 37,516 47,516
YoY Growth 36.9% 17.0% 26.7%
EBIDTA 7,002 6,993 10,480
YoY Growth 61.5% -0.1% 49.9%
PAT 5,393 5,063 7,516
YoY Growth 51.4% -6.1% 48.4%
ROE 48.0% 33.2% 37.6%
EPS 40 37 55
P/E 184 19.6 13.2
P/B 7.3 5.8 4.3
EV/EBITDA 12.9 12.8 8.4
PIYUSH PANDEY
Lead Analyst

piyush.pandey@ysil.in
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INSTITUTIONAL EQUITIES

Exhibit 1: Quarterly snapshot

QIFY22 Q2FY22 Q3FY22 Q4FY22 | Q1FY23 !

Revenue 6,264 8,416 8,849 8531 8001 | 277 (62) 32060 23415 36.9
EBITDA 1,345 1787 2,028 1841 1307 | (28 (290 7002 4335 615
EBITDA % 215 212 229 216 163 -514bps  -525 bps 218 185  333bps
Depreciation 91 104 111 102 i 93 i 1.5 (8.9) 409 396 3.3
EBIT 1,254 1,683 1,917 1739 | 1,214 | (3.2) (30.2) 6,593 3,939 67.4
EBIT% 20.0 20.0 217 20.4 152 -484bps  -521 bps 20.6 168  374bps
Other income 43 31 41 46 | 45 | 44 (2.1) 161 219 (26.5)
finance cost 2 6 8 & 8 99.0 8.7 13 11 23.0
PBT 1,295 1,708 1,955 1,782 1256 | (3.0) (29.5) 6,741 4,148 625
Tax 250 347 375 376 | 252 | 0.5 (33.1) 1,348 586 130.0
EZ’}Ofted 1,045 1,362 1,580 1,406 1,004 (3.9) (28.6) 5,393 3,561 514
Net margin 16.7 16.2 17.9 16.5 12.5 -413 bps -394 bps 16.8 15.2 161 bps

KEY CON-CALL HIGHLIGHTS

= The pricing pressure in the quarter was with regard to one of top customers. Tanla continues
to serve the customer with lower volume. There would be some impact of pricing pressure
in Q2FY23 performance and thereafter, it would not have impact on financials.

= The price quoted by the competitor in this issue was one off issue and will not impact other
customers

= EUR/USD cross currency headwind had 100bps impact on EBITDA margin in Q1FY23

= |t is done with platform modernization in the quarter and Q2 would not have any adverse
impact on account of this factor

=  Doesn’t see any adverse impact of in -App messaging.

= |t continues to grow faster than the industry and thus gaining market share.
= Banks and Fintech customers account for around 30% of its SMS volume

= SMS is more secure way of communication for 2" |evel of security

= Expects to come back to 20% EBITDA margin in 2 to 3 quarters

= |t is satisfied with the traction in the Wisely platform and that would support margin going
ahead.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Exhibit 2: Q1 has weak seasonality in terms of revenue

Tanla Platform

Exhibit 3: Sequential dip in EBITDA margin due

to

growth several operational headwinds
B QoQ revenue growth H EBITDA margin (%)
40.0% 25.0% 22.9%
35.0% 34.4% 21.5% 21.2% 21.6%
30.0% 20.0%
25.0% 16.3%
20.0% 15.0%
15.0%
10.0% 5.1% 10.0%
5.0% -
0.0% - 0%
~5:0% 3.4% 3.6%
-10.0% e et -6.2% 0.0%
Q1FY22  Q2FY22  Q3FY22  Q4FY22  Q4FY23 QIFY22  Q2FY22  Q3FY22  Q4FY22  QIFY23

Source: Company, YES Sec

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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FINANCIALS

Exhibit 4: Balance sheet

Y/e 31 Mar (Rs mn) FY18A FY19A FY20A FY21A
Cash & equivalents 1,654 2,305 2,051 5,841
Inventories - trade 0 0 0 0
Sundry debtors 2,665 3,078 3,258 3,731
Other current assets 245 1,759 2,511 3,125
Sundry creditors 2,380 2,020 2,810 3,387
Other current liabs 82 1,192 1,974 3,730
Net current assets 2,103 3,930 3,036 5,581
Fixed assets 4,520 3,497 359 336
Intangible assets 0 58 2,297 2,297
Investments 0 0 0 0
Other term assets 256 372 1,415 796
Total assets 6,878 7,857 7,107 9,009
Borrowings 0 599 0 0
Other long-term liabs 2 3 89 78
Net worth 6,876 7,255 7,017 8,931
Total liabs & equity 6,878 7,857 7,106 9,009

Exhibit 5: Income statement

(Rs mn) FY18A FY19A FY20A FY21A
Revenue 7,916 10,040 19,428 23,415
EBITDA 652 967 1,851 4,335
Depreciation and amortisation (573) (732) (3,778) (396)
EBIT 79 235 (1,927) 3,939
Non-operating income 48 103 107 219
Interest expense 0 (3) (64) (11)
PBT 126 335 (1,885) 4,148
Exceptional items 0 0 (487) 0
Reported PBT 126 335 (2,372) 4,148
Taxes 50 (37) 261 (586)
PAT 176 298 (2,112) 3,561
Minorities and other 0 0 0 0
Attributable PAT 176 298 (2,112) 3,561

FY22A
8,623
0
5,603
4,591
4,637
5,243
8,938
1,286
2,297
0
1,546
14,067
0

526
13,540
14,067

FY22A
32,060
7,002
(409)
6,593
161
(13)
6,741
0
6,741
(1,348)
5,393
0
5,393

FY23E
9,705
0
5,139
5,703
5,426
5,891
9,230
1,298
2,297
0
4,688
17,512
0

526
16,986
17,512

FY23E
37,516
6,993
(480)
6,513
182
(13)
6,682
0
6,682
(1,619)
5,063
0
5,063

FY24E
10,923
0
5,858
6,834
6,872
7,458
9,284
1,298
2,297
0
10,630
23,509
0

526
22,982
23,509

FY24E
47,516
10,480
(623)
9,857
203
(13)
10,047
0
10,047
(2,532)
7,516
0
7,516

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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INSTITUTIONAL EQUITIES

Exhibit 6: Cashflow statement

(Rs mn) FY18A FY19A FY20A FY21A FY22A FY23E FY24E
EBIT 79 235 (1,927) 3,939 6,593 6,513 9,857
Tax Paid 0 0 (447) (561) (1,165) (1,619) (2,532)
Depr. & amortization 573 732 3,778 396 409 480 623
Working capital A (360) (1,326) 38 1,790 (1,178) 790 1,164
Other operating items 31 54 950 46 0 0 0
Operating cashflow before interest 323 (304) 2,392 5,610 4,659 6,164 9,112
Financial expense 0 (3) (64) (11) (13) (13) (13)
Non-operating income 48 103 107 219 161 182 203
Operating cashflow after interest 371 (204) 2,434 5,819 4,807 6,333 9,302
Capital expenditure (95) 101 (2,112) (317) (457) (492) (623)
Long term investments 0 0 0 0 0 0 0
Other items (5) 17 69 (99) (614) 0 0
Free cash flow 271 (87) 392 5,403 3,736 5,841 8,679
Equity Raised 84 179 14 (1,476) (819) 0 0
Borrowing 0 599 (599) 0 0 0 0
Dividends paid (33) (41) (61) (13¢6) (135) (1,618) (1,519)
Net change in cash 321 650 (254) 3,790 2,781 4,224 7,160
Exhibit 7: Ratio analysis
Per share(Rs) FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Pre-exceptional EPS 1.6 2.6 10.2 26.2 39.7 37.3 55.4
DPS 0.3 0.4 0.4 1.0 1.0 11.9 11.2
BVPS 61.2 62.7 48.1 65.8 99.8 125.2 169.4
Growth (%)
Revenues 36.6 26.8 93.5 20.5 36.9 17.0 26.7
Ebitda 16.2 48.4 91.3 134.2 61.5 (0.1) 49.9
EPS (58.9) 64.7 295.4 157.3 51.4 (6.1) 48.4
Profitability ratios (%)
Ebitda margin 8.2 9.6 9.5 18.5 21.8 18.6 22.1
Ebit margin 1.0 2.3 (9.9) 16.8 20.6 17.4 20.7
Tax rate (39.5) 10.9 11.0 14.1 20.0 24.2 25.2
Net profit margin 2.2 3.0 (10.9) 15.2 16.8 13.5 15.8
Return ratios (%)
ROE 2.6 4.2 (29.6) 44.7 48.0 33.2 37.6
ROCE 1.9 4.6 (24.3) 51.6 58.5 42.4 49.1
Solvency ratios (x)
Net debt/equity (0.2) (0.2) (0.3) (0.7) (0.6) (0.6) (0.5)
Net debt to Ebitda (2.5) (1.8) (1.1) (1.3) (1.2) (1.4) (1.0

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Per share(Rs) FY18A FY19A FY20A FY21A FY22A FY23E FY24E

Valuation ratios (x)

PER(x) NA NA NA NA 184 19.6 13.2
Price/Book(x) NA NA NA NA 7.3 5.8 4.3
EV/EBITDA(x) NA NA NA NA 12.9 12.8 8.4
Dupont Analysis FY18A FY19A FY20A FY21A FY22A FY23E FY24E
Asset Turnover 1.2 14 2.6 2.9 2.8 24 2.3
EBIT margin 1.0% 2.3% -9.9% 16.8% 20.6% 17.4% 20.7%
Interest Burden 1.6 14 1.2 11 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 0.8 0.7
RoE 2.6% 4.2% -29.6% 44.7% 48.0% 33.2% 37.6%

Recommendation Tracker

TANLA Reco =====-- Nifty (RHS)
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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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DISCLOSURE OF INTEREST

Name of the Research Analyst : Piyush Pandey

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

N Yes/No

Particulars

Research Analyst or his/her relative’s or YSL's financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No

the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company in
the past twelve months
YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report
YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months
Research Analyst or YSL has been engaged in market
making activity for the subject company(ies)

No

~

No

10 No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

Digitally signed by :
PIYUSH KUMAR
Date: 2022.07.26
21:28:32 +05'30'
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Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single

Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL:
IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | RESEARCH
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 8
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