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Ready to take advantage of digital transformation

Tanla Platforms Ltd. is the largest Communication Platform as a Service
(CPaaS) player in India. Tanla has two major business: Enterprise and
Platform, both using blockchain technology to reduce spam and fraud
activities and make it easy to integrate with enterprise applications.

e Tanla Platforms is the largest CPaaS player in India, with a market share of
~40% and handling 800 billion interactions annually.

e The CPaaS industry is expected to grow at a CAGR of 30% in FY20-2025E
due to higher government regulation on messages and rise in mobile
customer base.

e Tanla has a healthy balance sheet with an accumulated net cash of Rs 808 cr
in FY22 and a debt-to-equity ratio of 0.03x as of FY23E.

e The drop in revenue witnessed in H1FY23 is likely to normalize in the
coming quarters on the improvement in volumes from new clients on rising
transactions from Wisely (New CPaaS Platform) along with an increase in
realisation from existing customers and measures to improve margins by
minimising currency volatility.

e Due to product price disruption, stock appears reasonable and currently
trades at a PE of 17x on FY25E, which is less than its 5-year average (5 Yr
Avg = 27x). We expect earnings to grow at a 21% CAGR during FY23-25E.
Hence, we value Tanla at 19x FY25E with a target price of Rs. 920 per share
and recommend a Buy rating.

Largest CPaaS player in India

Tanla Platforms is the largest CPaaS player in India, with a market share of ~40% and
handling 800 billion interactions annually. Tanla Platforms has transitioned from an
application-to-person (A2P) service provider to a full CPaaS provider through
inorganic growth. Tanla’s strategy of acquiring Karix found success, considerably
expanding Tanla’s CPaaS capabilities and driving enterprise business. Tanla provides
services to large players in a variety of industries, including BFSI, E-Commerce,
Healthcare, Travel, Social Media, and the Government of India.

Strong growth in CPaaS Industry drives revenue

Tanla is anticipated to continue its revenue growth on the back of robust demand for
digital interactions across industries which is favourable for CPaaS players. CPaaS is
forecasted to grow at a CAGR of 30% through FY20-2025E. Furthermore, the
government regulation on preventing unsolicited messages (Spam) to comply with
TRAI regulation, as well as the increase in mobile customer base, will benefit India's
largest CPaaS player.

Strong growth from Platform business, Wisely

The management anticipates an increase in revenue from Platform business,
including Trubloq and newly Wisely platform. Wisely is a cloud based, blockchain
enabled platform, providing data privacy & security, trackability with lower latency
and better scalability. The management expects to see gross margin of roughly
Rs.100 cr in an annualized basis during FY23.

Healthy balance sheet
Tanla has a healthy balance sheet with an accumulated net cash of Rs 808 cr in FY22
and a debt-to-equity ratio of 0.03x during FY25E.

Operational headwinds to stabilize in FY23

The drop in revenue in H1FY23 is likely to normalize in coming quarters on
improvement in volumes from new players (Vodafone Idea Ltd., Truecaller, and
Kore.ai) and increase in realisation from existing customers. Additionally, switching
billing to dollars would likely minimise the impact of currency volatility on earnings,
leading to improvement in EBITDA margin in H2FY23.

Valuations & outlook

Due to operational headwinds, EBITDA margins squeezed in H1FY23, which is
expected to improve during coming quarters by measures to minimising currency
volatility in the earnings. On the view of a recovery in revenue and steady expansion
of EBITDA margins, it is likely to show a boost in EPS during the period FY23-FY25E.
Due to product price disruption, stock appears reasonable and currently trades at a
PE of 17x on FY25E, which is less than its 5-year average (5 Yr Avg = 27x). We expect
earnings to grow at a 21% CAGR during FY23-25E. Hence, we value Tanla at 19x
FY25E with a target price of Rs. 920 per share and recommend a Buy rating.
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Company Data

Market Cap (Rs.cr) 10,205
Enterprise Value (Rs.cr) 9,404
Outstanding Shares (cr) 13.6
Free Float (%) 56.3
Dividend Yield (%) 0.27
52 week high (Rs.) 2,094
52 week low (Rs.) 585
6m average volume (cr) 0.08
Beta 0.88
Face value (Rs.) 1.0

Shareholding (%) Q4FY22 Q1FY23  Q2FY23
Promoters 43.70 43.70 43.70
FIl's 15.30 15.40 14.80
MFs/Institution 3.00 2.80 0.17
Public 32.2 32.7 35.9
Employees 5.60 5.50 5.30
Total 100.00 100.00 100.00
Promoters’ Pledge

Price Performance 3 month 6 Month 1 Year
Absolute Return -4.5% -23.1% -58.4%
Absolute Sensex 3.5% 19.3% 8.4%
Relative Return* -8.0% -42.4% -66.8%

*over or under performance to benchmark index
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Y.E Mar (cr)
Sales 3,494 4,020 4,524
Growth (%) 9.0 151 12.5
EBITDA 611 748 864
EBITDA Margins (%) 17.5 186 19.1
PAT Adjusted 451 553 658
Growth (%) (15.5) 22.6 19.2
Adjusted EPS 33.2 40.7 48.5
Growth (%) (15.5) 22.6 19.2
P/E 22.7 185 15.5
P/B 57 44 34
EV/EBITDA 12.3 9.7 7.7
ROE (%) 287 26.9 24.9
D/E 0.03 0.03 0.03

Vinod T P

Research Analyst

WWwWWw.geojit.com




€ GEOJIT

PEOPLE YOU PROSPER WITH

e Tanla ‘s business model
transformed in to a CPaas,
now serving large players
across industries like BFSI,
E-Commerce, Healthcare,
Travel, Social media and
Gol enabling them to com-
municate with their stake-
holders through Tanla’s
advanced, secured plat-
forms through voice, mes-
sage and video communi-
cation channels.

e According to Gartner, the
global market for CPaas$ is
set to grow from $20 billion
in 2020 to $47 billion by
2023.

Company Overview

Tanla Platforms (formerly known as Tanla Solutions) was incorporated in 2000 in Hydera-
bad. Tanla was the first company to develop and deploy the Application to Person Short
Messaging Service Centre (A2P SMSC) in India. Tanla ‘s business model transformed in to a
CPaa$, now serving large players across industries like BFSI, E-Commerce, Healthcare,
Travel, Social media and Gol, enabling them to communicate with their stakeholders
through Tanla’s advanced, secured platforms through voice, message and video communi-
cation channels. Since 2018, Tanla has acquired two companies: Gamooga and Karix. Tanla
successfully launched two platforms: Trubloq and Wisely within the span of 1 year. Tanla
has been the industry leader in the space of digital interactions for the past few years.

Industry overview on digital interactions

Through the COVID-19 pandemic, many firms quickly adopted to newer digital channels to
support customers. Currently, digital interactions are shaping up various sectors and seeing
significant tailwinds across sectors globally that are moulding the future of digital interac-
tions. It is beneficial to various participants in this segment.

=
« Rich, real-time W ( « Easy transition to newer
fi channels & cross channel
MmeSmeErising marketing
Interactlons. . « Quick adoption of
* E2E encryption with technology

enhanced privacy « No Capex is required

« Pay as you go models

Enterprises

Regulators

¢ Omnichannel
presence

¢ Increasing focus on

new solutions

« Easy to audit
« Data Privacy and security
« Easy to compliance

Source: Company, Geojit Research

CPaaS industry Overview

CPaaS or Communication Platform as a Service is a cloud based platform used by the enter-
prises to communicate and engage with their stakeholders through multiple channels such
as audio, video, messaging, RCS and OTT messaging applications (WhatsApp, telegram, hike
etc). CPaaS enables enterprises to seamlessly integrate voice, messaging, video communica-
tion channels into their app through APIs. Companies are adopting to CPaaS as it offers the
benefits of cost-effective communication, quick and simple access to the digital communica-
tion functionality, and a better user experience and customer engagement.

According to Gartner, the global market for CPaaS is set to grow from $20 billion in 2020 to
$47 billion by 2023. It also states that 90% of enterprises globally will adopt CPaaS by
2023. CPaaS is forecast to grow at a CAGR of 30% through 2025. Twilio, Vonage, Microsoft,
Cisco and Sinch are a few notable players in the industry. The increase in digital transfor-
mations across industries is favourable for CPaaS players as it increases communication
traffic. Unlike the traditional complex and expensive communication platforms, cloud com-
munication platforms can reduce both capex and opex for enterprises with additional bene-
fit of fast deployment.
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e Tanla Platforms have a 2- Advantages of CPaaS to enterprises

pronged strategy that re- Easy integration

volves around 2 core busi- CPaaS enables seamless integration of voice, messaging, video, etc. into the customer’s app
through APIs. The whole communication platform can be adopted without altering the back
end infrastructure of the customer’s application.

Flexibility

With the CPaaS platform, customers can build their own model according to their prefer-
ence without having to implement a completely new backed to their communication infra-
structure. As everything is situated on the cloud, business can add these channels when

nesses : platforms and en-
terprises.

Deepening

p e required and also scale up without concerning about back-end infrastructure.
Eielcc;;mng B Our relationships .
::“:;::, strategy JEEEEESLS Cost-effective
enterprise
business Through CPaaS, businesses requires lower employees and the infrastructure needed for
communication.

Realtime reporting & analytics

CPaasS offers real-time reporting and analytics of communications such as SMS delivery suc-
cess rate, email opening rate etc. helping customers in decision making.

i Customer

Management

Source: Company, Geojit Research

Source: Company, Geojit Research

e Tanla's enterprise busi- Tanla’s Key Strategies

Tanla Platforms have two core businesses namely Enterprise and Platform. Tanla is grad-
ually becoming a platform company while deepening long standing relationships with exist-
The platform business ing enterprise customers. Tanla's enterprise business generates 92% of the company's rev-
known as Trubloq which enue . While, the Platform business (Trubloq & Wisely) which provides 8% of revenue to
provides 8% of revenue to the firm with a market share of 63%.

ness generates 92% of the
company's revenue. While,

the firm with a market Tanla’s Platform business operates with a gross margin of more than 90% and witnesses

share of 63%. great customer retention compared to enterprise business. Company regularly innovating
across each part of the digital interactions value chain and have gained significant momen-
tum across each of the Platform solutions. The company were able to retain customers in
spite of higher competition from other competitors. Around 50% of their top 50 customers
have been with them for more than 7 years.

Major Business

Enterprise & Platform revenue mix 1. Enterprise

Tanla’s Enterprise business segment is well equipped after acquiring Karix for its portfolio
in 2019. The company has a world class IT infrastructure with industry standard security
systems (ISO 9001:20115, ISO 27001). The segment has 30% market share with over 2000
clients serving various industries such as banking, insurance & financial services (BFSI),
direct to home, government, automative, retail & FMCG, E-commerce etc. The Enterprise
platform provides omni channel communication services including SMS, email, WhatsApp
Business Platform, chatbots, voice, web apps, marketing automation, and push notification
solutions for various solutions. These products have the highest preference among various
industries.

® Enerprise revenue Platform revenue

Source: Company, Geojit Research
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2. Platform Business

1. Trubloq

Trubloq is the world’s first block chain enabled commercial communication stack, built
to solve the UCC (unsolicited commercial communication - Spam) problems. Trubloq
was launched commercially in September 2020 to comply with TRAI regulation
(TCCCPR 2018). TCCCPR 2018 aims to reduce UCC using permissioned and private
Distributed Ledger Platform (DLT). TCCCPR 2018 mandates all business to register
their content template and consent template with a DLT in order to send SMS in large
quantities. Proper registration and recording of information on DLT avail solid audit
trail. Trubloq helps individuals to control and manage their commercial
communications and also enables businesses to build trusted relationship with their
customers. Till FY21, Trubloq received 50,000 registrations and 62% volume market
stack, designed to combat  share since its introduction. Five out of seven telcos in India and two telcos in UAE
UCC (unsolicited commer- chose Trublog. Trubloq processes 70% of India’s A2P SMS traffic and and has become
cial communication, also  the world’s largest use case of blockchain technology. It can handle approximately 1
billion SMS messages per day.

Benefits of Trubloq to different stakeholders
Customer

e Trubloq is the world's first
block chain enabled com-
mercial communication

known as spam).

e Enables customers to choose from various categories for registration/ modification
of preferences as well as their preferred channels and time bands to receive such
communication.

e Easein complaint registration.
Enterprises
e Better conversion rate due to clear and targeted customer communication .

e improved sales as a result of communication with targeted customer base at time
preferred by them, through their choice of channel of communication.

° Safe and secure maintenance of customer data.

e Easyregistration of headers, content and consent templates.

Source: Company, Geojit Research

Access Providers

e Reduce levy of financial disincentives caused by Urchin Tracking Module (UTM)s
sending UCC.

e Easily trace defaulting telemarketers or enterprises through UCC, detect them and
take the necessary action.

e Real time reporting, red flagging and dash boarding of the complaints and
defaulters.

Telemarketers

e Enabling efficient message delivery planning as per registered customer
preferences .

e (Cognitive computing and machine learning capabilities to perform data mining to
provide customized reports/ trends.

No:of transactions through Trubloq (Bn)
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Source: Company, Geojit Research
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e Wisely has been granted
three patents in cryptog-
raphy and blockchain pro-
cesses by the US patents &
trademark office.

Network

Source: Company, Geojit Research

Source: Company, Geojit Research

Marketplace

2. Wisely

Wisely, the “platform of platforms”, is a blockchain enabled communication platform as
a service (CPaaS). Wisely Network and Wisely Marketplace are two facets of the
platform. Wisely was developed in partnership with Microsoft. The platform is hosted
on Azure stack. Wisely ensures data security and data privacy for users with
encryption. Built on block chain, wisely ensures trust and eliminate chances of fraud.
Wisely claims 99.99% uptime in platform with very trivial outages. Wisely has been
granted three patents in cryptography and blockchain processes by US patents &
trademark office.

Wisely key features

a (tc2y)
.- wisely . - i’ - @B
Enterprises Telco

AI/ML | Omni-Channel
Source: Company, Geojit Research

e E2E encryption for security.

e Blockchain based.

e  Offers settlement report.

e Use Al and ML for reporting analytics.
e Highly scalable.

e Fast deployment.

Wisely network

Wisely Network is a CPaaS, which helps customers integrating communications into
any enterprise application with a single API. Wisely offers the advantage of simple
integration of customer applications with the platform. Wisely Network can be
downloaded and configured on either cloud or on-premise. Wisely Network is
integrated with global service providers for omnichannel communications including
SMS, voice, email, RCS, push notifications and OTT apps such as whatsApp, and
Facebook Messenger through a single APIL.

Wisely Network use latest technologies like blockchain, cryptography, artificial
intelligence and machine learning. Communications between enterprise and its
customers are channelled with end-to-end encryption using advanced cryptographic
algorithms, ensuring user data privacy. Wisely network includes necessary interfaces,
plugins and applications. Wisely provides real time analytics using Al & ML
technologies. Wisely also manage user consent and preference ensuring compliance
with relevant regulations and laws.

Wisely Marketplace

Wisely marketplace is a digital platform made for businesses to discover and
collaborate with global suppliers for communication requirements. Enterprises and
suppliers are verified by Wisely. Wisely marketplace use blockchain technology to
generate zero dispute settlement reports for all stakeholders. Through the use of block
chain, platforms offers an immutable audit trail to avoid fraud and disputes.
Marketplace allows enterprises to discover, try, and expand globally with new
partnerships.

Enterprise & Platform revenue (Cr)

1000
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M Enerprise revenue Platform revenue

Source: Company, Geojit Research
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Wisely Insights

Wisely Insights It is a new feature empowering enterprises that provide a real time visual insights of

------- & ) = E2E encryption with data privacy of the entire message life cycle. These feature is
A - B bb validated by both wisely platform and telecom providers (partnership with VIL)
. ' resulting in multifield increase in end to end transparency. The system is supported by

toVIL users AI/ML that track each message from submission to delivery, which prevents
How many did you submit'* How many delivery receipts did

e recos counterfeits, grey routes and fraud messages. Thus, this feature improves delivery of

History History
= s 2 7 oue

s messages in accordance with government compliance, reduces revenue loss and
increase in ROI for enterprises, telecom operators, regulators and end consumers.

Messaging
Wisely has a reliable and robust messaging products for enterprises and mobile
operators. Wisely offers A2ZP Short Messaging Services Centre (SMSC) services with

improved quality facilities like SMS firewall, SMS hubbing, enterprise USSD and push
notifications.

Sumes v -
At oot

Source: Company, Geojit Research

Voice

Tanla Platform helps customers of all sizes to leverage different voice communication
services, such as IVR (Interactive Voice Response) hosting and voice broadcast, to
provide cost-effective way of engaging and interactively communicating with their
stakeholders.

IoT (Internet of Things)

Tanla provides an 10T platform enabling smart connections between people, devices
and processes for enterprises and major mobile operators.

Wisely Revenue Segments

Wisely Wisely

Engage Segments

Source: Company, Geojit Research

Wisely
Commu
nicate

Source: Company, Geojit Research
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Investment rationale

CPaaS market leader in india
Tanla Platforms is the CPaaS market leader in India with around 800 billion interactions
having 42% revenue market share and 63% DLT volume market share in FY22. As per
management, Tanla’s 30% market share in enterprise segment is larger than the next 3
e Tanla’s 30% market Ccompetitors combined. Tanla manages to keep strong relation with customers. Tanla’s
60% revenue comes from its top 50 customers, who have been customers for more than
5 years. Management is planning on global expansion in the future, considering the
growing opportunity for CPaaS.
next 3 competitors com-  Strong momentum in customer addition
bined. Tanla is reporting strong momentum in customer addition over the last few quarters.
Tanla successfully reported double digit growth in customer addition when compared
with FY21 & also revenue of company’s existing customers continue to grow strongly. In
FY22, Tanla and Vodafone Idea Ltd entered into an exclusive multi-year partnership for
deployment of Wisely to secure, encrypt and enhance performance for the entire
international messaging traffic on the Vi network and three major Indian banks for
secure and critical notification service on wisely. Recently, Tanla had a business with
Kore.ai, in conversational Al space and Truecaller, world leader in caller id and call
blocking app.

share in enterprise seg-
ment is larger than the

No: of new customers
160 152
e Revenue from the 10-100
Mn segment rose by 57%
in Q2 FY23 compared to 120

140

Q2 FY21, having largest 100 21
number of customers. i
60
37
40 29 29
19 19
20 10 -
0
>I10Mn-<3100Mn >3100Mn-<3I500Mn C>3500Mn

Q2 FY21 mQ2FY22 mQ2FY23

Source: Company, Geojit Research

Focused on growth

The firm is fueling its full throttle by focusing on three key engines of growth, organic,
new products and new customers. The company will continue its organic growth and
may increase its revenue from existing customers. By its constant effort in innovation,
the company added a new feature in Wisely known as Wisely Insights, improving life
time value of exiting customers. Tanla is planning to improve its pan India presence,
especially by focusing on SMEs and digital companies.

Rule of 40
70%
66%
60% 59% 58%
53
50% %
15% 44%

40% 1%
30%
20%
10%

0%

Q3FY21 Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23
. Scries2 Rule of 40

Source: Company, Geojit Research
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Financial Analysis

Strong revenue growth

Tanla is anticipated to continue its revenue growth on the back of robust demand for
digital adoption in India and an increase in the number of message transactions.
Industries such as banking & financial services, E-commerce, and logistics use CPaaS for
authentication, OTPs, communication of offers and promotions, etc. driving the
communication traffic. The government also opted messaging channel for smooth
operation of CoWin registration and other communications. Increasing smartphone
penetration is an important growth driver for the CPaaS industry. We anticipate revenue
to grow ata 13% CAGR during FY23-25E.

Revenue
5000 o 4488 [ 100%
4500 4,069 [90%
4000 3499 - 80%
3500 3,206 L 70%
e Over the last 5 years, | 3000 - 60%
, 2500 2,341 - 509%
Tanla’s revenue grew at - 1,943 A
0 - o 37% 7% IF D,
42% CAGR driven by the 1500 o ~oliEw ! - 30%
. .. 792 % . I
strong pace in digital | '°°° 579 s 16% 20%
] . . 500 . . -9% 10% 10%
adoption and increase in 0 L 0%
Volume ofmessage trans- FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E
actions . Revenue YoY growth

Source: Company, Geojit Research

Steady margins

Tanla’s EBITDA margin expanded by 136 bps in the last 5 years, supported by the
increased contribution from the Platform business. Cloud hosting charge being the only
direct cost for Platform business, enjoying above 90% gross margin. Enterprise business
gross margin expanded considerably over the recent quarters as well. However, margins
was declined in the last quarter due to price disruption, platform modernization and
currency devaluation. The impact of the revenue decline from a significant customer has
already been factored in. The improvement in revenue and cost optimisation measures,
is likely to improve the EBITDA margins .

EBITDA Margin (%)

25.0%
21.8%

0,
20.0% 18.5% 1750, 186% 19.1%
15.0%
9.6% 9.6%

10.0% 8.2%

6.7%
5.0% I
0.0%

FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E

EFY17 ®FY18 ®FY19 ®FY20 ®FY21 ®FY22 ®FY23E WFY24E ®FY25E

Source: Company, Geojit Research

Steady growth in EPS

Tanla reported growth by ~3770 bps in EPS over the last 5 years, driven by strong PAT
growth combined with share buybacks. Through share buyback, Tanla reduced around
11% outstanding number of shares since June 2020. During FY23-FY25E, EPS is
expected to grow by 17% due to an increase in PAT.

Basic EPS
60.00
50.00 48.5
’ 39.4 40.7

40.00 33.2

30.00 25.8

20.00

10.00 3.5 17 26

0.00 _— — —
10.00 FY17 FY18 FY19 . FY21 FY22 FY23E FY24E FY25E
-20.00 -14.6
EFY17 ®WFY18 ®mFY19 ®mFY20 ®FY21 ®mFY22 ®FY23E ®mFY24E ®mFY25E

Source: Company, Geojit Research
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Increase in dividend per share:

The company has given a good dividend to shareholders over the last two years of Rs. 2/
equity share. In the recent AGM meeting, Tanla announced a new dividend policy to give
out returns to stakeholders and investors. The company is expected to pay 30% of
consolidated PAT as dividend every year from FY23 onwards.

Buy back of shares

Tanla witnessed strong EPS growth in FY22 of 57% to Rs. 39.7, which was driven by
combination of PAT growth and buyback of equity shares. During FY22, the company
bought back around 7,05,677 equity shares at an average price of Rs. 920.88 per share.
It deployed Rs. 64.98 crore, excluding transaction cost which represents 99.98% of the
maximum buyback size.

Valuation Analysis

e 1 y1 FWd PE Avg+ 1SD Avg-1SD == == AVG

e Tanla witnessed strong
EPS growth in FY22 at
57% to 39.7, which was \/\//V\’\"
driven by combination of
PAT growth and buypack oo oo oo

N
wv
Forward PE

17.3 15
of equity shares 11 10
5
0
2020 2021 2022

Source: Bloomberg, Geojit Research

Tanla witnessed a sharp decline in 1 year forward PE (1Yr Fwd PE) by around 66% from
the peak of 46x during H1 CY22 due to a fall in revenue and EBITDA of enterprise
businesses, led by product price disruptions, currency fluctuations, etc. The correction
in valuation tested a low of 16x 1Yr Fwd P/E during August 2022. However, the
expectation of an increase in volumes from new clients and an increase in realisation
from existing customers, rising transactions from the new platform, Wisely (which
contributes higher margins), and measures to minimise currency volatility are likely to
improve both revenue and margins in the near term. Currently, the valuations have
started showing signs of bottoming out and is currently trading at PE of 17x, just below
the 1Yr average Fwd P/E of 19x. Now, on the view of recovery in revenue and healthy
expansion of EBITDA margins, it is likely to show a boost in EPS during the period FY23-
FY25E, due to which valuation appears reasonable. We expect earnings to grow at a
21% CAGR during FY23-25E and value the stock at 19x FY25E (5Yr avg=27x).

Higher margin with strong ROE compared to Peers in FY23E

EBITDA PAT

COMPANY MCAP (cr) Sales (cr) Margin PAT (cr) Margin EPS ESITDA EV/
(%) (%) (cr) EBITDA
TANLA 10,205 3,583 17.55 477.4 1332 36.1 628.7 11.6 20.8 0.03 314
ROUTE 7,843 3,301 11.56 267.2 8.09 42.9 381.5 - 29.2 0.01 14.8
NUCLEUS 1,045 556 0.00 55.0 9.90 21.0 67.7 - 19.0 0.00 108

Source: Bloomberg, Geojit Research

Tanla is trading with a PE of 20.8, which is cheaper compared to other peers in FY23E.

The company has higher EBITDA margin & PAT margin of ~18% & ~13%, respectively.

Further, ROE is better compared to all other peers.

Key risks

e Increasing competition may create pressure on margins.

e Rapid change in platform technologies may impact growth & margin.

¢ Any change in sector specific regulation or from other regulators may impact volume
and revenue.

e Need to maintain adequate liquidity to meet working capital requirements.

Management team

Chairman and CEO D. Uday Kumar Reddy
Chief Financial Officer JAravind Viswanathan
General Counsel and Chief Regulatory Officer Seshanuradha Chava
Independent Director Deepak Goyal
Independent Director JAmrita Gangotra
Independent Director Sanjay Kapoor
Independent Director Rahul Khanna
Independent Director Rohit Bhasin

Source: Company, Geojit Research
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Quarterly Financials

Q&‘:;zlrl'g;;f;’me Statement [ pva3 | Q2FY22 | YoY Growth (%) | Q1FY23 |QoQGrowth (%) | H1FY23 | H1FY22 |YoY Growth (%)

Revenue 851.0 841.6 800.1 1,651.2 1,726.5 44
EBITDA 139.5 178.7 (21.9) 131.1 6.5 270.6 381.5 (29.1)
EBITDA margins (%) 16.40 21.2 (483)bps 16.4 0.1 16.4 221 (571)bps
Depreciation 10.0 10.4 (3.6) 9.3 82 19.3 21.5 (10.2)
EBIT 129.5 168.3 (23.0) 121.8 6.3 251.3 360.0 (30.2)
Interest 0.4 0.6 (29.3) 0.3 28.1 0.7 0.9 (15.1)
Other Income 11.1 31 (252.5) 4.5 146.5 15.6 7.2 1152
Exceptional Items 3.2 1.8 82.0 1.8 79.0 0.0 0.0

PBT 143.4 172.6 (16.9) 127.8 12.3 271.2 368.2 (26.3)
Tax 33.0 36.4 (9.6) 27.3 20.5 137 69 97.7
Share of profit from Associate 0.0 0.0 NA 0.0 NA 0.0 0.0 0.0
Minority Interest 0.0 0.0 NA 0.0 NA 0.0 0.0 0.0
Reported PAT 110.5 136.2 (18.9) 100.4 10.0 210.9 294.2 (28.3)
Adjustments 0.0 0.0 NA 0.0 NA 0.0 0.0 0.0
Adjusted PAT 110.5 136.2 (18.9) 100.4 10.0 210.9 294.2 (28.3)
No. of shares 13.6 13.6 (0.3) 13.6 (0.3) 27.2 27.2 0.1)
EPS (Rs) 8.1 10.0 (18.6) 7.4 10.3 7.8 10.8 (28.2)

Tanla witnessed steady growth in revenue to Rs.851cr in Q2FY23, up about 1% YoY, aided by Platform business. The revenue
from platform segment grew by 20% YoY to Rs.75.1cr, led by Trubloq. While, the revenue from Enterprise business recouped by
6% QoQ to Rs.775.9cr, driven by improved volumes, price hike in ILD, growth in OTT channels and addition of new customers.

During H1 FY23, the company added 143 customers, predominantly from the digital and financial businesses. Contribution from
customers with annual revenues more than Rs.10 million jumped by 6% on a QoQ basis to Rs.826.6 crin Q2 FY23.

Gross profit grew by 11% QoQ basis to Rs.205.6 cr with a gross margin of 24.2% in Q2 FY23. The gross margin of enterprise busi-
ness was at 17.2%. The gross profit of Platform business grew by 25% YoY to Rs.72.4cr in Q2 FY23, largely driven by Trubloq
with a gross margin of 96.4%.

Operating expenses increased by 28% YoY basis to Rs.66.1cr as a result of increased sales and marketing spending as well as in-
creases in General & Administrative expenses, including higher staff & salary costs and currency depreciation.

EBITDA margin remained unchanged to 16.4% in QoQ quarter on cross currency headwinds due to depreciation of Euro resulted
in overall margin loss of 150 bps. Similarly, PAT improved by 10% QoQ to Rs.110.5 cr and PAT margin was 13%. EPS stood at
8.14.

Cash and cash equivalents (CCE) marginally improved by 1% YoY to Rs.855.2 cr. On sequential basis, cash inflows from operating
activities decreased primarily due to dividend payouts and working capital investments done towards strategic partnerships with
partners.
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Consolidated Financials

PROFIT & LOSS BALANCE SHEET
Sales 2,341 3,206 3,494 4,020 4,524 Cash and cash eq 584 862 1,237 1,498 2,102
% change 20.5 36.9 9.0 151 12.5 Accounts receivable 384 570 574 661 744
EBITDA 432 700 611 748 864 Inventories 0 0 0 0 0
% change 233.0 61.9 -12.6 22.3 15.6 Other current assets 312 459 455 523 589
Depreciation 39.6 40.9 50.9 60.3 45.2 Investments 0 0 0 0 0
EBIT 393 659 561 687 819 Gross fixed assets 531 596 646 696 746
Interest 1.1 1.1 2.9 3.3 3.3 Net fixed assets 34 91 90 80 85
Other Income 18 16 17 20 23 CWIP 6 54 65 20 20
PBT 410 674 575 704 838 Intangible assets 223 213 255 255 255
% change -274 64 -15 22 19 Deferred tax assets, net 48 41 41 41 41
Tax 69.4 137.2 120.8 147.9 176.0 Other assets 37 119 111 118 126
Tax Rate (%) 17 20 21 21 21 Total assets 1,628 2,410 2,828 3,197 3,961
Reported PAT 351 536 451 553 658 Current liabilities 717 989 964 787 900
Adj* 14.4 2.3 0.0 0.0 0.0 Provisions 6 7 5 6 6
Adj PAT 337 533 451 553 658 Debt funds 4 54 62 70 78
% change -258 58 -15 23 19 Other liabilities 8 6 9 10 10
Shares Outstanding 13.6 136 136 136 136 Equity capital 14 14 14 14 14
(cr) Reserves & surplus 880 1,340 1,775 2,311 2,953
EPS (Rs) 258 39.4 33.2 40.7 48.5 Shareholder's funds 893 1354 1,788 2,325 2,967
% change -269 59 -15 23 19 Total liabilities 1,628 2,410 2,828 3,197 3,961
DPS (Rs) 10 Lo 12 12 12 BVPS (Rs) 59 94 123 162 210
CEPS (Rs) 27.7 42.3 36.9 45.2 51.8
CASH FLOW RATIOS
Net income + Depreciation 391 576 501 613 704 Profitability & Return Ratios
Non-cash adjustments 0 0 0 0 0 EBITDA margin (%) 18.5 21.8 17.5 18.6 19.1
Other adjustments -9 -6 3 3 3 EBIT margin (%) 16.8 20.6 16.0 17.1 18.1
Changes in working capi- 179 137 15 338 41 Net profit margin (%) 14.4 16.6 12.9 13.7 14.6
FEE
Capital expenditure -32 -101 -103 -5 -50 . . L .
Change in investments 0 0 0 0 0 Wor?(mg capital & Liquidity ratios
- - Receivables (days) 56.4 54.3 59.8 56.1 56.7
Other investing cashflow 22 0 0 0 0
Cashflow from investing -10 -101 -103 -5 -50 Inventory (days) 0.0 0.0 0.0 0.0 0.0
Issue of equity 148 0 0 0 0 Payables (days) 81.4 112.6 127.3 95.0 79.2
Issue/repay debt 5 49 8 8 8 Current ratio (x) 1.8 1.9 2.3 3.3 3.7
— - Quick ratio (x) 1.3 14 1.8 2.7 3.0
Dividends paid -14 -14 -16 -16 -16 .
Other financing cashflow -1 -1 -3 -3 -3 AimpyeRS ey TS e Tatos
Gross asset turnover (x) 4.4 5.7 5.6 6.0 6.3
Cashflow from Financing -168 35 -11 -12 -12
Change in cash & cash eq 389 373 374 261 604 Total asset turnover (x) 1.7 1.6 1.3 1.3 1.3
Closing cash & cash eq 584 862 1237 1,498 2102 Interest coverage ratio (x) 367.1 615.9 194.9 209.8 250.4
Adjusted debt/equity (x) 0.0 0.0 0.0 0.0 0.0
Valuation ratios
EV/Sales (x) 3.5 2.5 2.2 1.8 1.5
EV/EBITDA (x) 18.8 11.3 12.3 9.7 7.7
P/E (x) 30.4 19.2 22.7 18.5 15.5
P/BV (x) 11.5 7.6 5.7 4.4 3.4
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Source: Bloomberg, Geojit Research.
Investment Rating Criteria
Ratings Large caps Midcaps Small caps
Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10% - 15% Upside is between 10% - 20%
Hold Upside is between 0% - 10% Upside is between 0% - 10% Upside is between 0% - 10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral =
Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note.
Accumulate: Partial buying or to accumulate as CMP dips in the future.

Hold: Hold the stock with the expected target mentioned in the note.

Reduce: Reduce your exposure to the stock due to limited upside.

Sell: Exit from the stock.

Not rated/Neutral: The analyst has no investment opinion on the stock.

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

General Disclosures and Disclaimers
CERTIFICATION

I, Vinod TP, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of
the subject issuer or securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to
as Geojit.

COMPANY OVERVIEW

Geojit Financial Services Limited (hereinafter Geojit), a publically listed company, is engaged in services of retail broking, depository services,
portfolio management and marketing investment products including mutual funds, insurance and properties. Geojit is a SEBI registered Research
Entity and as such prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compli-
ance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/
or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.

DISTRIBUTION OF REPORTS

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistribut-
ed to any other person. Geojit will not treat the recipients of this report as clients by virtue of their receiving this report.

GENERAL REPRESENTATION

The research reports do not constitute an offer or solicitation for the purchase or sale of any financial instruments, induce ments, promise, guar-
antee, warranty, or as an official confirmation of any transaction or contractual obligations of any kind. This report is provided for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. The information contained herein is from publicly
available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as
such. We have also reviewed the research report for any untrue statements of material facts or any false or misleading information. While we
endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so.

RISK DISCLOSURE

Geojit and/or its Affiliates and its officers, directors and employees including the analyst/authors shall not be in any way be responsible for any
loss or damage that may arise to any person from any inadvertent error in the information contained in this report. Investors may lose his/her
entire investment under certain market conditions so before acting on any advice or recommendation in these material, investors should consid-
er whether it is suitable for their particular circumstances and, if necessary, seek professional advice. This report does not take into account the
specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document.
The user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits
and risks involved). The price, volume and income of the investments referred to in this report may fluctuate and investors may realize losses
that may exceed their original capital.
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FUNDAMENTAL DISCLAIMER

We have prepared this report based on information believed to be reliable. The recommendations herein are based on 12 month horizon, unless
otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in
the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit
rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions ex-
pressed are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. This report is non-
inclusive and does not consider all the information that the recipients may consider material to investments. This report is issued by Geojit with-
out any liability/undertaking/commitment on the part of itself or anyof its entities. We may have issued or may issue on the companies covered
herein, reports, recommendations or information which is contrary to those contained in this report.

The projections and forecasts described in this report should be evaluated keeping in mind the fact that these are based on estimates and assump-
tions and will vary from actual results over a period of time. The actual performance of the companies represented in the report may vary from
those projected. These are not scientifically proven to guarantee certain intended results and hence, are not published as a warranty and do not
carry any evidentiary value whatsoever. These are not to be relied on in or as contractual, legal or tax advice. Prospective investors and others are
cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

JURISDICTION

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the compa-
nies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other
countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and
persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with
this restriction may constitute a violation of any foreign jurisdiction laws. Foreign currencies denominated securities are subject to fluctuations in
exchange rates that could have an adverse effect on the value or price of or income derived from the investment. Investors in securities such as
ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.

REGULATORY DISCLOSURES:

Geojit's Associates consists of privately held companies such as Geojit Technologies Private Limited (GTPL- Software Solutions provider), Geojit
Credits Private Limited (GCPL- NBFC Services provider), Geojit Investment Services Limited (GISL- Corporate Agent for Insurance products),
Geojit Financial Management Services Private Limited (GFMSL) &Geojit Financial Distribution Private Limited (GFDPL), (Distributors of Insurance
and MF Units).In the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms that we are a SEBI registered Research Entity and
in the course of our business as a stock market intermediary, we issue research reports /research analysis etc that are prepared by our Research
Analysts. We also affirm and undertake that no disciplinary action has been taken against us or our Analysts in connection with our business activ-
ities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the
reader before making an investment decision:

1. Disclosures regarding Ownership:
Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein.
It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein.
Further, the Analyst confirms that:
he, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material
conflict in the subject company.
he, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered
2. Disclosures regarding Compensation:

During the past 12 months, Geojit or its Associates:

(@) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the
subject company (c) Have not received any compensation for investment banking or merchant banking or brokerage services from the subject
company. (d) Have not received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company (e) Have not received any compensation or other benefits from the subject company or third party in con-
nection with the research report (f) The subject company is / was not a client during twelve months preceding the date of distribution of the
research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific broker-
age services or transactions pertaining to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:

It is affirmed that the I, Vinod TP, Research Analyst(s) of Geojit have not served as an officer, director or employee of the subject company

5. Disclosure regarding Market Making activity:

Neither Geojit/its Analysts have engaged in market making activities for the subject company. Please ensure that you have read the “Risk Disclo-
sure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before investing.

Geojit Financial Services Ltd., Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website:
www.geojit.com. For investor queries: customercare@geojit.com, For grievances: grievances@geojit.com, For compliance officer: compliance@geojit.com.

Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345,
Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA
Corporate Agent (Composite) No.: CA0226
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