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Refer to important disclosures at the end of this report

Route Mobile reported better-than-expected operating performance in Q3. Revenue
grew by 16.5% QoQ/75.2% YoY to Rs9.9bn (organic 34%) due to change in business
mix driving realization, benefits accruing from firewall deal, uptick in ILD rates in India,
and continued market share gains. Management is confident of achieving 70%+
revenue growth in FY23; but considering the seasonality, Q4 revenue is expected to be
lower than that of Q3. Sequential growth in billable transactions was muted and stood
at 27.4bn in Q3 vs. 27.2bn in Q2; growth was impacted by bulk of promotional spends
and festivals-led volume uptick, largely captured in Q2, and reduction in non-critical
volume of ILD messages due to price increases. Management remains watchful of
global macro headwinds such as rising inflation, energy prices, potential slowdown,
and geopolitical uncertainties; however, management suggested that the bulk of its
revenue comes from traffic terminated in emerging markets and the impact in these
markets remains limited so far. We have raised our EPS estimates by 0.8-5.8% for
FY23E-25E, factoring in the Q3 performance beat. We remain positive on medium-term
growth prospects of the CPaaS industry and Route; however, poor cash conversion
and potential growth moderation would weigh on the valuation multiple in our view. We
maintain our Hold rating with a TP of Rs1,340 at 23x Dec-24E EPS (earlier Rs1,500/26x).

Result summary: Route reported revenue growth of 75.2% YoY/16.5% QoQ to Rs9.9bn in
Q3FY23, ~10% ahead of our estimates. Billable transactions were flat QoQ to 27.4bn in
Q3FY23, which were impacted due to the Diwali festival-led volume uptick, largely captured
in Q2, and reduction in non-critical volume of ILD messages due to price increases; however,
medium-term trends remain healthy, driven by new client additions and market share gains.
Gross profit margin expanded by ~10bps QoQ to 22.4%, 70bps above our expectations.
Reported EBITDAM expanded by ~50bps QoQ to 12.6%, ~120bps above our expectations.
Net profit grew by 12% QoQ to Rs824mn, beating our expectations due to better operating
performance and lower ETR. Route continues to see strong momentum in the non-SMS
business (up 19% QoQ/53% YoY to Rs425mn), as next-generation messaging channels (IP-
based messaging, email, enterprise voice solutions, and unified communication solutions)
continue to witness increased adoption by enterprises. Route’s deep customer engagement
continues to drive high recurring revenue (88% in Q3). Management has guided for at least
70% (earlier 60%) revenue growth in FY23. What we liked: Strong operating performance
and healthy FY23 guidance. What we did not like: Weak OCF conversion (~2%
OCF/EBITDA in 9M) and muted sequential growth in the number of billable transactions
(27.4bn vs. 27.2bn in Q2).

Earnings call KTAs: 1) Management is focused on integrating all the acquisitions smoothly
and deriving synergies by leveraging cross-selling opportunities. 2) Masivian reported
revenue of ~Rs0.6bn in Q3. Masivian is performing well, based on the investments done over
the past three quarters, and management expects 20%+ growth in FY24. 3) Mr. Messaging
reported revenue of Rs2bn in Q3. 4) OCF was weak for the quarter due to strategic business
initiatives (two large firewall deals) and discharge of GST liability. Management expects cash
conversion to remain over 50% of EBITDA. 5) Realization per transaction was Rs0.36 in Q3
vs. Rs0.31 in Q2, led by business mix change in favor of RoW and ILD price increase. 6) The
board is scheduled to meet on January 26, 2023, to consider the interim dividend. 7) Route
plans to realign the senior management as well as hire a few seasoned industry professionals
to drive the next phase of growth and profitability. 8) Net cash as of Q3-end stood at Rs7.5bn.
9) Management expects Q4 revenue to be a little muted compared to Q3.
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(Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 14,062 20,020 34,250 39,041 44,885
EBITDA 1,741 2,375 4,116 4,685 5,476
EBITDA Margin (%) 12.4 11.9 12.0 12.0 12.2
APAT 1,333 1,850 2,863 3,155 3,795
EPS (Rs) 21.3 29.1 45.9 50.6 60.9
EPS (% chg) 453 36.9 57.9 10.2 20.3
ROE (%) 28.9 15.9 16.6 16.5 17.2
P/E (x) 53.7 39.2 24.9 22.6 18.8
EV/EBITDA (x) 38.5 26.3 15.4 135 11.2
P/BV (x) 11.0 43 4.0 3.5 3.0

Source: Company, Emkay Research

Source: Bloomberg
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Exhibit 1: Quarterly snapshot (Q3FY23)

Rs mn Q3FY23 Q2FY23 QoQ (%) Q3FY22 YoY (%)
Net sales 9,857 8,458 16.5 5,628 75.2
Operating expenses 8,612 7,429 5,019
EBITDA 1,246 1,029 21.0 608 104.8
Margins (%) 12.6 12.2 50.0 10.8 180.0
Depreciation 220 188 99
EBIT 1,026 841 22.0 510 101.2
Margins (%) 10.4 9.9 50 9.1 130.0
Other income 5 -18 41
Pre-tax profit 1,031 823 25.4 551
Tax provided 178 96 88
Profit after tax 854 726 463
Emkay Net profit 824 736 12.0 445 85.2
EPS, Rs 13.2 11.8 12.4 7.7 71.5

Source: Company, Emkay Research

Exhibit 2: Actuals vs. estimates (Q3FY23)

Estimate | Consensus % variation
(Rs mn) Actual . Comment
(Emkay) estimate| Emkay Consensus
Sales (Rs mn) 9,857 8,991 9.6% 9.6% |Revenue came ahead of our expectations
Reported margins were better than expectations, partly aided by the
EBIT 1,026 827 830| 24.1% 23.6%| " gins we P party y
reversal of the provision of ESOPs
EBIT, margin 10.4% 9.2% 9.2% | 120 bps 120 bps
PAT 824 674 674 | 22.3% 22.4% |Strong operating performance and lower ETR led to profit beat

Source: Company, Bloomberg, Emkay Research

Exhibit 3: Changes in estimates

FY23E FY24E FY25E

All figures in Rs mn, except EPS and % (][] New % change oid New % change old New % change
Revenue 33,385 34,250 26%| 38740 39,041 0.8%| 44,567 44,885 0.7%
YoY growth, % 66.8 71.1 16.0 14.0 15.0 15.0

EBIT 3,080 3,321 78%| 3,703 3,855 41%| 4,450 4,623 3.9%
EBIT margin, % 9.2 9.7 9.6 9.9 10.0 10.3

Net profit 2,724 2,863 51%| 3,150 3,155 0.2%| 3,783 3,795 0.3%
EPS 434 45.9 5.8% 50.2 50.6 0.8% 60.3 60.9 1.0%

Source: Company, Emkay Research

Exhibit 4: Route Mobile’s one-year forward P/E
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Key Financials (Consolidated)
Income Statement

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 14,062 20,020 34,250 39,041 44,885
Expenditure 12,321 17,645 30,134 34,356 39,409
EBITDA 1,741 2,375 4,116 4,685 5,476
Depreciation 258 383 795 830 853
EBIT 1,483 1,992 3,321 3,855 4,623
Other Income 160 201 269 272 306
Interest expenses 28 52 214 109 109
PBT 1,615 2,141 3,376 4,018 4,819
Tax 288 251 458 804 964
Extraordinary ltems 0 0 0 0 0
Minority Int./Income from Assoc. (6) 39 54 60 60
Reported Net Income 1,333 1,850 2,863 3,155 3,795
Adjusted PAT 1,333 1,850 2,863 3,155 3,795

Balance Sheet

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
Equity share capital 577 629 623 623 623
Reserves & surplus 5,944 16,097 17,125 19,843 23,140
Net worth 6,521 16,726 17,748 20,466 23,763
Minority Interest (27) 21 75 135 195
Loan Funds 200 162 1,162 1,162 1,162
Net deferred tax liability (44) 596 582 582 582
Total Liabilities 6,651 17,504 19,567 22,345 25,702
Net block 1,928 9,523 9,062 9,136 8,547
Investment 128 134 134 134 134
Current Assets 8,107 16,876 20,753 22,347 26,301
Cash & bank balance 4,677 10,262 8,907 8,773 10,610
Other Current Assets 1,012 1,287 2,556 2,878 3,270
Current liabilities & Provision 3,524 9,028 10,392 9,282 9,290
Net current assets 4,584 7,848 10,361 13,065 17,011
Misc. exp 0 0 0 0 0
Total Assets 6,651 17,504 19,567 22,345 25,702
Cash Flow

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
PBT (Ex-Other income) (NI+Dep) 1,456 1,940 3,107 3,746 4,513
Other Non-Cash items (33) (71) 0 0 0
Chg. in working cap 627 (658) (2,582) (1,138) (1,444)
Operating Cashflow 2,294 1,346 1,130 2,906 3,265
Capital expenditure (722) (4,301) (1,644) (2,604) (929)
Free Cash Flow 1,572 (2,956) (514) 302 2,336
Investments (1,590) (4,198) 688 500 (2,000)
Other Investing Cash Flow 0 0 0 0 0
Investing Cashflow (2,261) (8,385) (956) (2,104) (2,929)
Equity Capital Raised 2,578 8,646 (1,467) 0 0
Loans Taken / (Repaid) (439) (86) 1,000 0 0
Dividend paid (incl tax) 0 (304) (374) (436) (498)
Other Financing Cash Flow 0 0 0 0 0
Financing Cashflow 2,110 8,237 (841) (436) (498)
Net chg. in cash 2,143 1,198 (666) 366 (162)
Opening cash position 615 2,700 4,073 3,407 3,773
Closing cash position 4,677 10,262 8,907 8,773 10,610

Source: Company, Emkay Research
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Key Ratios

Profitability (%) FY21 FY22 FY23E FY24E FY25E
EBITDA Margin 12.4 11.9 12.0 12.0 12.2
EBIT Margin 10.5 9.9 9.7 9.9 10.3
Effective Tax Rate 17.8 1.7 13.6 20.0 20.0
Net Margin 9.4 9.4 8.5 8.2 8.6
ROCE 33.5 18.2 19.4 19.7 20.5
ROE 28.9 15.9 16.6 16.5 17.2
RolC 63.1 39.3 32.6 25.8 26.1
Per Share Data (Rs) FY21 FY22 FY23E FY24E FY25E
EPS 21.3 291 45.9 50.6 60.9
CEPS 254 35.1 58.7 63.9 74.6
BVPS 104.0 263.1 284.8 328.4 381.3
DPS 1.8 5.0 6.0 7.0 8.0
Valuations (x) FY21 FY22 FY23E FY24E FY25E
PER 53.7 39.2 24.9 22.6 18.8
P/CEPS 45.0 325 19.5 17.9 15.3
P/BV 11.0 4.3 4.0 3.5 3.0
EV / Sales 4.8 3.1 1.8 1.6 1.4
EV / EBITDA 38.5 26.3 15.4 13.5 11.2
Dividend Yield (%) 0.2 0.4 0.5 0.6 0.7
Gearing Ratio (x) FY21 FY22 FY23E FY24E FY25E
Net Debt/ Equity (0.7) (0.6) (0.4) (0.4) (0.4)
Net Debt/EBIDTA (2.6) (4.3) (1.9) 1.7) (1.7)
Working Cap Cycle (days) (2.4) (44.0) 15.5 40.1 52.1
Growth (%) FY21 FY22 FY23E FY24E FY25E
Revenue 471 42.4 711 14.0 15.0
EBITDA 74.2 36.4 73.3 13.8 16.9
EBIT 91.9 343 66.7 16.1 19.9
PAT 128.8 38.8 54.7 10.2 20.3
Quarterly (Rs mn) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Revenue 5,628 6,261 7,290 8,458 9,857
EBITDA 608 563 847 1,029 1,246
EBITDA Margin (%) 10.8 9.0 11.6 12.2 12.6
PAT 445 457 694 736 824
EPS (Rs) 7.0 7.2 10.9 11.6 13.2
Source: Company, Emkay Research

Shareholding Pattern (%) Dec-21 Mar-22 Jun-22 Sep-22 Dec-22
Promoters 60.0 59.8 59.8 58.6 58.4
Flis 19.8 20.2 19.9 21.3 211
Dlls 6.7 5.8 7.0 7.2 7.2
Public and Others 13.6 14.2 13.2 13.0 13.2

Source: Capitaline

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In
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RECOMMENDATION HISTORY TABLE RECOMMENDATION HISTORY CHART
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2-Jan-23 1,216 1,500 12m  Hold Dipeshkumar Mehta 2425 - Target Price

22-Oct-22 1,308 1,500 12m Hold Dipeshkumar Mehta 2010 4

4-Oct-22 1,392 1,500 12m Hold Dipeshkumar Mehta

30-Jul-22 1,401 1,500 12m Hold Dipeshkumar Mehta 19951
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Source: Company, Emkay Research
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.
BUY Over 15%

HOLD Between -5% to 15%

SELL Below -5%

Completed Date: 24 Jan 2023 04:01:02 (SGT)
Dissemination Date: 24 Jan 2023 04:02:02 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any
or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report
is not directed to, 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 or regulation or which would subject EGFSL or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise
stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

" An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse,
minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed or obliged to act in accordance with the directions
or instructions of the analyst.

2 Financial interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant, or
financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending conducted at the
arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in
securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC /| REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of January 24,
2023

2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report
Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research
report during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have any material conflict of interest in the
securities recommended in this report as of January 24, 2023.

5. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have actual/beneficial ownership of 1% or more
securities of the subject company at the end of the month immediately preceding the January 24, 2023

6. EGFSL, its subsidiaries and/or other affiliates and Research Analyst have not received any compensation in whatever form including compensation
for investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking
or brokerage services from securities recommended in this report (subject company) in the past 12 months.
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