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KFin Technologies

Financial Services

More diversified among capital market players; leading to higher earnings growth potential

KFin Technologies Limited (KFin) is a leading technology-driven financial services company providing comprehensive
services and solutions to the capital market ecosystem. Its clients include asset managers and corporate issuers across
multiple asset classes in India and South-East Asia, and is now expanding to other parts of the world. KFin provides critically
important services to capital market ecosystems while adopting platform-driven product design and delivery approach to
service the clients’ needs. We particularly note the growth potential in the emerging international segment, bolstered by the
strategic acquisition of Hexagram'’s fund accounting platform, while Indian MF RTA and issuer solutions provide a direct play
on the surging Indian domestic capital markets and prospective AUM growth.

Initiate with BUY and target price of Rs450 based on 30x
Ansuman Deb

FY25E EPS of Rs15 ansuman.deb@icicisecurities.com
We expect KFin operating revenues to register a CAGR of 11% between FY23- .91 22 6807 7312

25 driven by 1) 9% CAGR growth in domestic MF solutions business. For the  Rqvin Kurwa

domestic MF business, we expect AAUM growth of 12% from FY23-25 and  rqyin kurwa@icicisecurities.com
expect yields to decline by 1bp each year from 0.039% in FY23 to 0.037% in  ggnil Desai

FY25E, 2) Issuer solution business is expected see a CAGR of 12% driven by  sqnil.desai@icicisecurities.com
the positive outlook for capital market activity, 3) Other investors solution
business is expect to deliver strong 25% CAGR and 4) Other operating
revenues is expected to see a CAGR of 10%. We expect an operating expenses
CAGR of 8% resulting in EBITDA margin improvement from 41% in FY23 to
44% in FY25E. We expect overall PAT to grow by 14% CAGR to Rs2.5bn

Market Dat
through FY23-FY25E. We have assigned 30x multiple on basis of sustainable arket ot

earnings growth outlook and average ROE of 24% between FY23-25. Market Cap (INR) 64bn

Market Cap (USD) 778mn
More diversified than other capital market players. Bloomberg Code KFINTECH
Key segments of KFin's business include: investor solutions, issuer solutions Reuters Code KFIN.BO
and global business services. Investor solutions cater to domestic mutual Erz;"’:s;fgz)ge A 330 /22573
funds, international investors, alternatives and wealth managers, and pension ADTV-3M (mn) (USD) 1370

funds. Investor solutions business accounted for ~77% of the total operating
revenues as of FY23 split between domestic mutual funds (68%) and other
investor solutions (9%). Other investor solutions consist of three businesses
which include 1) international business 2) AIF/WM/PMS and 3) NPS CRA. Their Price Performance (%) 3m 6m 12m
mix in other investor solutions as of FY23 stood at 62/28/10%. Issuer  Apsolute 205 12.7 00
solutions/global business services/others contributed 14%/6%/4% in FY23. Relative to Sensex 119 10.7 25.4

Financial summary

Y/E March (INR mn) FY22A  FY23A  FY24E  FY25E ESG Disclosure 2021 2022  Change

Net Revenue 6,165 6,935 7,591 8,535 ESG score = = =

EBITDA 2,878 2,980 3,461 3,869 E”V!r‘l’“me“t - - -

EBITDA Margin (%) 45.0 41.4 439 437 R . . i

Net Profit 1,485 1,957 2,267 2,538 CoiCTIches = = =
' ’ ' ' Note - Score ranges from 0 - 100 with a higher

EPS (Rs) 8.8 116 134 15.0 score indicating higher ESG disclosures.

EPS % Chg YoY h 31.8 158 120 Source: Bloomberg, I-sec research

P/E (x) 428 325 28.0 25.0

Price to BV (X) 9.9 7.3 6.0 5.1

ROIC 25.0 233 229 20.8

RoE (%) 30.0 25.8 23.6 22.0

Please refer to important disclosures at the end of this report
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One important point is that, apart from the numeric diversification,
the potential in smaller segments must be appreciated from the
perspective that KFin is market leader in issuer solutions and
addressable TAM for international business is huge.

For the issuer solutions business which contributes 14% of the overall revenues, KFin's
market share stood at 38/42/47% in terms of number of clients/number of folios/market
capitalisation of NSE500 companies as of 31st Mar'23. For the International segment,
addressable TAM stands at US$1.3trn which is 2.5x of Indian MF business and has
been expanding.

KFin's Indian MF RTA business enjoys higher share of smaller AMCs
leading to higher yields and lower propensity for yield reduction.

In terms of total number of domestic MF houses, 26 AMCs are associated with KFin
representing 32% of Indian MF AAUM share and 34.5% in terms Equity AAUM share
as of Mar'23. These smaller AMCs typically have higher equity AUM mix in their overall
AUM, which results in higher yields for them. KFin’s equity AUM mix stood ~55% as of
Mar'23 vs 46.5% for CAMS. Company earned domestic MF revenue yield of 0.039% in
FY23 vs 0.027% earned by CAMS when calculated upon domestic AAUM serviced.

KFin has a penchant for strategic acquisitions, which can result in
strong growth in new segments.

This can be illustrated by: (1) Hexagram acquisition, which has allowed the company
to successfully establish itself in the fund accounting business which in turn is resulting
big client wins in SE Asia and now other parts of the world as well; (2) OneMoney
acquisition will help KFin foray into the account aggregator / technology service
provider (TSP) services; (3) WebileApps acquisition will help build the company’s Ul/
UX capability.

Strong financial track record

KFin’s operating revenues registered a CAGR of 13% between FY19 (on proforma
basis) and FY23, while EBITDA has grown 20% during the same period. EBITDA
margins have expanded from 33% in FY19 (proforma basis) to 41% in FY23. FY23 RoE
stood at 26%. The margin mix improvement was driven by: (1) revenue mix, (2)
operating leverage, (3) adoption of KFin's platform as a service model, (4) higher
subscriptions to value-added services (VAS) (5.3% in FY23), (5) optimising employee
headcount, (6) improved employee productivity, and (7) ongoing operational
optimisation process.

Key strengths

(1) Scaled platform with a strong track-record of growth and market leadership; (2)
diverse multi asset-class platform, which is well-positioned to benefit from strong
growth across large markets in India and South-East Asia; (3) unique ‘platform-as-a-
service’ business model providing comprehensive end-to-end solutions enabled by
proprietary technology solutions; (4) deeply entrenched, longstanding client
relationships with a diverse and expanding client base; (5) asset-light business model
with recurring revenues, high operating leverage, profitability and cash generation;
and (6) experienced management team, backed by a strong Board and marquee
shareholders, along with a strong culture of compliance.

Strategy entails

(1) Maintaining leadership in current businesses and further deepening relationship
with existing clients; (2) expanding the client base and market share through enhanced
sales and marketing; (3) investing in technology solutions and product innovation; (4)
focused and selective international expansion; (5) attracting and retaining talent,
especially in technology and business development functions; and (6) pursuing
strategic acquisitions.

India | Equity Research
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Business diversification across
segments and geographies are stand
out features of KFin among capital
market plays in India

KFin business synopsis

KFin is a leading technology-driven financial services platform providing
comprehensive services and solutions to the capital market ecosystem including
asset managers and corporate issuers across asset classes in India and South-East
Asia.

o KFinis India’s largest investor solutions provider to Indian mutual funds, based on
the number of AMC clients serviced. It provided services to 26* out of 45 AMCs in
India as of Mar'23, representing 58%* market share in terms of the number of AMC
clients.

o KFin offers services to asset managers such as mutual funds, AIF, wealth
managers and pension funds as well as corporate issuers in India, besides
servicing clients in South-East Asia, Hong Kong and Canada. Further, through its
acquisition of Hexagram, KFin serves 2 fund administration clients across AMCs,
insurance, pension funds, and AlFs.

e KFin is servicing 411 funds (63 funds added in Q4FY23) in the AIF segment,
representing 37%* market share as of Mar'23.

e KFin is the second-largest and one of the three operating central record-keeping
agencies (CRAs) for the National Pension System (NPS) in India as of Mar'23. Its
market share in overall subscriber base stood at 7.3%* as of Mar'23 vs 6.5% in
Mar'22.

o As of Apr'23, KFin serviced 24 clients in Malaysia, 3 in Philippines and Hong Kong,
1 in Middle east and Canada each, and 3 in GIFT City. Additionally, 2 clients in
Malaysia, 2 in Singapore and 5 in GIFT City are yet to go live.

e KFinis the largest issuer solutions provider in India based on the number of clients
serviced as of Mar'23. It is one of only two players of scale in India’s issuer solutions
space where it holds a 47%* market share based on the market capitalisation of
NSE 500 companies and 38%* market share based on the number of clients
serviced within NSE 500 companies as of Mar'23. KFin also had a 57%* market
share as per the issue size in the mainboard initial public offerings handled in FY23.

*market share numbers stated above have been taken from company documents.

India | Equity Research
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Exhibit 1: KFin — key roles and responsibilities in key business segments

Investor solutions

Issuer
solutions

Global business
services

Domestic m | . Pension d Alternatives & wealth
International .
fund solutions management

Account Setup,

Transaction

Account Setup,
Transaction

Account Setup
Transaction
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Unit, Allocation Unit, Allocation Unit, Allocation Fund Administration Action
Processing
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Reconciliation Calculations Processing
Payment
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Fund E;T::(j{gt?:ns Reconciliation
Administration
Reconciliation
Payment Processing
Compliance / Compliance / Compliance / Compliance / Compliance / Mortgage
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Finance &
Accounting
Distributor Online Tx Platforms Audit Trail Virtual Voting
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Investor Platform  Website and Apps Secretarial Support \e/-GALﬁM, .
IT Infra and Web gzri?oljlgﬂorm Treasury
VAS Hosting Fund . - Fund Accounting Reconciliation, -
Accountin Data Analytics AML/PML
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I Other Platform Other Platform
Reconciliation . }
Solutions Solutions
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Source: I-Sec research, Company data

Exhibit 2: KFin's revenue model is different for each of its businesses

% of AUM

Transaction based

Fixed fee for number of AMC branches serviced

Fee for information technology products and services such as
website, CRM tools

Fee for white-labelled customer communication

Fixed account opening charges Annual maintenance fees
Fee per transaction

% of AUM Fixed fee

number of folios number of corporate actions Hybrid model for
value-add products and services

Per full-time employee (“FTE")

Mutual fund solutions (domestic mutual
fund solutions and international investor
solutions)

Pension fund solutions
Alternatives and wealth management
Issuer solutions

Global business services

Source: I-Sec research, Company data
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Exhibit 3: KFin — Revenue mix (FY23) (%)

Global Business
Services
6%

Other Operating
Revenue
4%

\ e

Issuer Solutions
14%

Domestic Mutual

International and fund solutions

Other investor 67%
solutions
9%
Source: I-Sec research, Company data
Exhibit 4: KFin — Key milestones
® Launch of Issuer ® Launch of Alternative and ® Launch of Pensi = G | Atlanti = New CEO appointed = Acquired
Solutions Business Wealth Management Services Business buyout ® Acquired Sundaram BNP Paribas Hexagram (fund
Business Fund Services RTA! business accouniing)
= Listed on NSE &
BSE
1995 2019 2021 2023
Q /(o) —¥ 7 @ Bt @ — (s
1985 2010 2018 2020 2022
“ Investment in
® Launch of Investor solutions ® International investor ® New chairman of the = Kotak Mahindra Bank OneMoney (AA)
(Domestic Mutual Fund solutions business in board appointed acquired 9.9% stake = Acquired
Solutions Business) South-East Asia WebileApps

Source: I-Sec research, Company data
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Financialisation trend is visible through

the increasing mix of financial savings in

FY21 and FY22.

Exhibit 6: WADR for SCBs in India

Investment thesis

We have a positive stance on domestic mutual fund AUM industry in India

Macro tailwinds for Indian MF Industry

India has one of the world’s highest savings rate with savings as a percentage of GDP
being above the global average of 26.9%. India’s savings rate had seen a dip in
FY2020/21 because of Covid, but FY22 saw a recovery to 30%. Even though India has
a high savings rate, it is predominantly in physical assets like gold and real estate. This
trend has started changing with more than 50% of savings in financial assets in FY21.

Exhibit 5: Breakup of financial savings and physical savings

® Financial Savings B Savings in Physical Assets
120% -+

100% -
80% -+ 47 5% 44.5%
58.9% 60.4% 61.2% 59.0%
60% -
40% A
20% H
0% T T T T T T

FY1e FY17 FY18 FY19 FY20 Fy21 FY22

Source: I-Sec research, RBI

Bank and term deposits are the predominant form of financial investments in India. In
FY19, almost 38% of financial savings in the country were through deposits whereas
mutual funds accounted for only 2.7%. However, with falling deposit rates in banks
after FY19, investments in MFs saw an increase while deposits declined. In FY22,
investments in MFs increased to 6.3% of total financial savings from 2% in FY21.

Exhibit 7: Overall gross savings dipped in FY22 due to
lower flows in banking deposits, while MF flows turned

healthy
75% - WADR for SCBs in India 2000 ~ 31,620 - 35,000
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T T R B R T S-S B B S Investments in MF
000000000000 ooo

== Total Deposits ( Banks and Non Banks)

Source: I-Sec research, Company data

Source: I-Sec research, Company data
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Exhibit 8: Mutual fund AUM as a percentage of GDP
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Mutual Fund AUM as a % of GDP

1.49

Even though investment in MFs is increasing in India, mutual fund AUM as a
percentage of GDP is well below other developed and BRICS countries.

Exhibit 9: Equity mutual fund AUM as a percentage of
GDP

120% Equity Mutual Fund AUM as a % of GDP
b -

100% -

80% 1
60%
40% 1
0.21 0.23
0.157 20% 1 08 0.08

India

China

0% -
Brazil  South India UK China Brazil South
Africa Africa

Note: Above charts represent AUM-to-GDP ratio; Nominal GDP and AUM data of the US, Brazil, UK, South Africa and China has been taken as of 31st Dec’21. Nominal GDP
and AUM of India has been taken for Jun'22. Open-ended funds, excluding fund of funds, have been considered in the first chart, GDP of all the countries is based on current
prices estimation by IMF in World Economic Outlook of Jul'22.

Source: I-Sec research, Company data

Exhibit 10: Total MF AUM (Rs trn) trajectory

24.56

FY19

24.68

FY20

Source: I-Sec research, Company data

We expect India’s total MF AUM to reach Rs163trn by FY33E

Total MF AUM

32.06

Fy21

37.70

FYy22

40.05

India, as of FY23, has Rs40trn of total MF AUM. With increasing savings rate and
increase in investments in financial assets, we expect total MF AUM CAGR of 15%
over the next 10 years.

Our rationale behind the above estimate is that we expect net flows as a
percentage of opening AUM to average ~7% and MoM gains to average ~8%,
resulting in 15% CAGR over the next 10 years. Between FY15-FY23, MF AUM has
registered a CAGR of 16% driven by an average of 10% flow p.a., calculated on the
basis of opening AUM and balance with MoM gains.

Retail investments in MFs have also seen an uptrend. As of FY23, retail investors
accounted for 58% of total MF AUM. We have factored-in an increase of 0.2% in
the total mix of retail AUM to reach 60%, and expect total retail AUM CAGR of
15.4%, between FY23-FY33E.

Exhibit 11: Total retail MF AUM (Rs trn) trajectory

Total Retail MF AUM

(o]
(7]

23.27

13.51 15 g8g

FY23

FY33 E FY19 FY20 FY21 FY22 FY23 FY33 E

Source: |-Sec research, AMFI

Source: |-Sec research, AMFI
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The duopoly of MF RTA industry has
come through consolidation and not by
any regulation.

MFs handled by CAMS

SBI Mutual Fund

ICICI Prudential Mutual Fund
HDFC Mutual Fund

Kotak Mahindra Mutual Fund
Aditya Birla Sun Life Mutual Fund
Bandhan Mutual Fund

DSP Mutual Fund

Tata Mutual Fund

HSBC Mutual Fund

Franklin Templeton Mutual Fund
PPFAS Mutual Fund

Union Mutual Fund

Mahindra Manulife Mutual Fund

360 ONE Mutual Fund (Formerly Known as IIFL

Mutual Fund)

WhiteOak Capital Mutual Fund
Navi Mutual Fund

Shriram Mutual Fund

Total

Market share

Duopoly MF RTA business faces minimal competitive pressures as MF
RTAs enjoys sticky relationship with AMCs

Mutual Fund RTAs are an integral part of the MF ecosystem. They provide seamless
interfaces to asset management companies, investors, exchanges, depositories and
other stakeholders. Technology plays an important role for supporting growth in the
industry as many regulatory guidelines and changes in processes/products are
introduced by AMCs, which have to be incorporated over shortest periods of time.

The regulator, through a circular dated 10th Aug’l8, reviewed the regulations
pertaining to RTAs. They classified certain RTAs as Qualified RTAs (QRTA) if they were
servicing more than 20mn folios. QRTAs are required to comply with enhanced
monitoring requirements since they hold sensitive financial data of a large number of
investors.

MF RTA industry in India has been in a consolidation phase and has gradually been
reduced to a duopoly as of now. As of Mar'23, CAMS and KFin serviced 68% and 32%
of the total MF AUM respectively.

Exhibit 12: AMCs handled by CAMS Exhibit 13: AMCs handled by KFin
7,172 Nippon India Mutual Fund 2,932
4,996 Axis Mutual Fund 2,414
4,498 UTI Mutual Fund 2,388
2,893 Mirae Asset Mutual Fund 1,163
2,752 Edelweiss Mutual Fund 1,006
1,169 Canara Robeco Mutual Fund 625
1,147 Invesco Mutual Fund 464
984 Sundaram Mutual Fund 446
833 Motilal Oswal Mutual Fund 296
631 Baroda BNP Paribas Mutual Fund 245
337 PGIM India Mutual Fund 214
100 quant Mutual Fund 188
98 LIC Mutual Fund 176
16 NJ Mutual Fund 43
IDBI Mutual Fund 37
24 ITI Mutual Fund 36
22 Bank of India Mutual Fund 34
3 JM Financial Mutual Fund 30
27,706 Quantum Mutual Fund 19
68% IL&FS Mutual Fund (IDF) 13
Trust Mutual Fund 12
Samco Mutual Fund 8
IIFCL Mutual Fund (IDF) 6
Taurus Mutual Fund 5
Groww Mutual Fund 5
Total 12,805
Market share 32%

Source: I-Sec research, Company data

Source: I-Sec research, Company data
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Exhibit 14: RTA details for the new MFs

Frontline Capital Services Limited KFin
Bajaj Finserv KFin
NJ Mutual Fund KFin
Samco Mutual Fund KFin
ITI Mutual Fund KFin
Trust Mutual Fund KFin
Quant Mutual Fund KFin
Yes Mutual Fund (now White Oak Capital) CAMS
Mahindra Mutual Fund CAMS
Navi Mutual Fund CAMS
Zerodha Broking Limited CAMS
Helios Capital Management PTE Limited CAMS
Old Bridge Capital Management Private Limited KFin

Source: I-Sec research, Company data
Note: Players are arranged in order of launch date (recent to old); Source: Company Reports, AMFI, CRISIL Research

Further, there are three mutual fund license applications under consideration

e Unifi Capital Private Limited
e Alpha Alternatives Fund Advisors LLP

e Wizemarkets Analytics Private Limited

India | Equity Research
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Exhibit 15: Overall AAUM and market share trend has

KFin earned more than 68% of its revenues from domestic MF AUM in

FY23

Key highlights of the segment.

been growing at a consistent pace...

mmm AAUM (Rs trn)

KFin provides end-to-end support from the stage of receipt of application form

with relevant KYC documents to unit allotment and trade.

KFin is India’s largest investor solutions provider to Indian mutual funds, based
on number of AMC clients serviced. Market share as of Mar'23 stood at 58% in

terms of number of AMCs serviced and ~32% in terms of MF AUM serviced.

AUM structure managed by KFin is likely to ensure lower decline in yields on
account of telescopic pricing.

KFin garnered 36.8% of industry net flows in FY23 and had 41% market share

in Mar'23.

Market Share (RHS)

Exhibit 16: ...so has the equity AUM market share

mmm AAUM (Rs trn)

Market Share (RHS)
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Source: I-Sec research, Company data Source: |-Sec research, Company data
Exhibit 17: Equity mix has been increasing ... Exhibit 18: ..as the SIP book continues to grow and SIP
flows market share stood at 40.9% in Mar’'23
m Equity Mix s S|P Book (Rs bn) Market share (%) (RHS)
56% -
55% 2500 31% 31%  32%
54% - 53% - 31%
2000 A - 30%
52% - 28% L 299
— 1500 A
49% s - 28%
50% - 0 9 27%
& 26% - 27%
48% ~ 1000 A
48% - - 26%
500 - [ 25%
46% A L 0
- 5 3 24%
0 - r 23%
44% T T T
FY19 FY20 Fy21 FY22 FY23
FY20 Fy21 FY22 FY23
Source: I-Sec research, Company data Source: |-Sec research, Company data
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Exhibit 19: Number of transactions are also increasing
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Exhibit 20: Revenue yields are higher compared to CAMS
given a higher equity AUM mix in overall AUM

mmmm Revenue from Domestic MF business
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Source: I-Sec research, Company data

Exhibit 21: MF operations carried by KFin

Front Office Support

Back Office Support

Source: I-Sec research, Company data

Receipt of application form with
refevant KYC docurmnents

Initial scrutiny of application forms

Scan and upload of application forms
[only for successful cases)

|/-
|\ ﬁ Other Support Areas

Recelpt & storage of original physicalforms
Depositchegues
Dispateh of physical communication

Interface with various bank websites / service
providers for regular savings plan/ auto dehit
enrolmentand billing

Dual Entry of Al
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! Unit €apital

Business Intelligence / Manage ment
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| Income Distribution
| Commission

| Compliance
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Aundit

gr—
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‘ ‘ Multl-Class
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‘ | Daily Fund Prices - FA
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‘ | Reporting - Trustee

‘ | Reporting = AMC

‘ | Creation, Releasa— FA

‘ | Pay-in, Pay-out — Banks

Source: I-Sec research, Company data

KFin has a VAS portfolio spanning technology-driven offerings such as ‘platform as a
service’ (PAAS) and ‘data as a service’ (DAAS). For example, KFin implemented the
Digix data-lake platform for one of the largest AMC clients.

India | Equity Research
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International business story has strong growth potential

KFin offers a wide range of services to global asset managers across Malaysia,
Philippines and Hong Kong, Singapore, Canada and Bahrain. Company also offers full-
fledged localised solutions encompassing core services and digital platforms. It caters
to international mutual funds, employee provident funds, private retirement schemes
and fund distributors.

Key highlights

KFin services Rs545bn worth of AUM in the international segment. This AUM
witnessed a decline in FY23 on account of MTM loss and saw reversal of loss in
Apr'23. KFin had 24 clients in Malaysia, 3 in the Philippines and Hong Kong, 1 in
Middle East and Canada each, and 3 in GIFT City. Additionally, 2 clients in
Malaysia, 2 clients in Singapore and 5 clients in GIFT City are yet to go live.
International segment had 41 clients as of Mar'23 vs 32 last year. KFin provided
RTA services to 32 clients and fund administration services to 16 clients as of
Mar'23.

Service for the first client in Canada went live in Feb’23.

On boarded 10 funds in GIFT City during Q4FY23.

KFin won its first fund administration deal in Singapore in Apr'23.

Received in-principle clearance from Thailand’s Securities & Exchange
Commission for setting-up operations.

Exhibit 22: Solutions offered in the international business.

For Investors

For Distributors

IT & VAS

Fund Administration

KYC onborading

Application Processing

Online Transactions via mobile apps and portals
Statement of Account (SOA) online view
Supporting all transaction types (sales/redemption etc.)
Agent onborading

Comission management

Agents portal/mobile app

Statistical Summary of investors

Tax Statement

IT and IT enabled services solutions
Catalogue/static website, online transaction platform design, developing and hosting
Mobile Apps

DIT (Distributor initiated transaction)
KorpConnect Online platform for corporates
Contact Center

KBOLT GO

Digital On boarding

Capital Processing

Transaction Processing

Accounting Process

Expense Management

NAYV Processing

Reconciliation

MIS reporting & online reports

Compliance Monitoring

Shadow Accounting

Source: |-Sec research, Company data
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Exhibit 23: Overall AUM growth was strong between FY20-FY22; FY23 AUM was
impacted due to mark-to-market erosion in the stock market in most South-East
Asian economies.

700 - Overall AAUM s
614
600 A
500 A
= 400 A
Q
)
< 300 A
200 A
100 A
O -
FY20 FY23
Source: I-Sec research, Company data
Exhibit 24: Number of clients (RTA & FA) - of which Exhibit 25: Transaction volumes
RTA are 32 and FA are 16 in FY23*.
No of clients Transaction volumes
45 4.5 1
4.0
40 4 4.0 A
35 -+ 35 A 3.1 3.2
30 A 3.0 A
25 A — 25 A
c
20 - €20
15 A1 15 A
10 A 1.0 A 0-9
5 - 05 - .
0 4 OO T T T
FY22 FY23 FY20 Fy21 FY22 FY23
Source: I-Sec research, Company data Source: |-Sec research, Company data

Note: Above data is as on 30" Apr'23; 24 clients in Malaysia, 3 clients in the
Philippines and Hong Kong, 1 client in Middle East and Canada each and 3 clients
in Gift City. Additionally, 2 clients in Malaysia, 2 client in Singapore and 5 clients in
GIFT City are yet to go live. *Note: FY23 total may not add to 41 as there are
overlaps as few clients avail both RTA and Fund administration (FA) services
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Exhibit 26: KFin has been expanding its global foot print

Canada

Gift City

India
Thailand ot g o
Philippines
mMalaysia
Singapore

Source: Company data, |-Sec research
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1
1
1
Singapore* J‘ Hong Kong Malaysia Philippines Indonesia : Thailand
| 1]
No of Asset 1,108 i H
Manaseniant (Registered & : : 22
Be licensed fund | I (51 incl. AIFs)
Companies Iy F
managers) i i
. Mutual Fund i :
I i
Total addressable market is US$1.3trn ThH LSty 601 ' 165 218 e 32 i -
or 2.5x of India’s mutual fund industry AUM A1syoy | Vikyoy V Styoy Vaskyoy V2u%yoy | Widiyoy
Dec-22 ($bn) i M
Y ]
o [}
AUM CAGR | "
(since 2016) 13.1% ! 5.2% 4.5% 0.3% 5.2% : 3.6%
Y ]
. | ;
1 i L
! !. Continuous a In the process
| : expansion of 4§ of setting up
i | Entered new markets over last few years TAM! ' operations

Source: I-Sec research, Company data *CY21
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63 funds were added in Q4FY23 and
143 in FY23.

Expect KFin AlF/wealth management solutions business to grow at a
strong pace.

With the phenomenal rise of many AlFs and rising inflow of funds into this category,
KFin’'s RHP suggest that they expect a CAGR of 27-29% for the AIF industry between
FY22 and FY27. This is expected to help expand the allied investor services industry by
serving the rising demand.

Exhibit 28: Industry AIF AUM is expected to grow at a strong pace

Industry AIF
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FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY25E FY26E FY27E

Source: I-Sec research, Company data

Alternative and wealth management solutions

KFin’s AIF and wealth management solutions businesses were launched in FY10 by
the erstwhile entities, as part of the alternative & wealth management solutions, KFin
serves alternate investment managers across private equity, venture capital and other
investors as well as wealth managers. KFin's offerings cover fund administration
including fund accounting, digital onboarding, transfer agency services, stamp duty
services, legal and tax regulatory and compliance support, and technology solutions.

Exhibit 29: No. of funds serviced by KFin has increased Exhibit 30: AUM (Rs bn) serviced by KFin saw a strong
sharply. Market share stood at 37% based on number 26% CAGR from FY20-23

of AlFs registered with SEBI

No of Funds serviced by KFintech AAUM
450 - 411 700 -
615
400 - 600 4
350 A 505
500 -
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2 311
200 1 T 300 A
150 -
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Source: I-Sec research, Company data

Source: |-Sec research, Company data
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Exhibit 31: Services provided by KFin to AIF/PMS clients

Transfer Agency Services

Stamp Duty Services

Legal and Tax regulatory
and compliance support

Fund Administration

Tech Solutions

KYC management - FATCA/UBO

Unit capital reconciliation

Commission processing

Payment/settlement

Grievance Management

Transfer and issue of units of AIF

Deposit of stamp duty in respective State Treasury
Prepare and submit periodical returns
Application form drafting

Contribution agreement draft

Support for appointment of Auditors and Bankers
Filing regulator reports as per requirements of SEBI and ensure operational, statutory and tax compliances
Digital On boarding

Capital Processing

Transaction Processing

Accounting Process

Expense Management

NAV Processing

Reconciliation

MIS reporting & online reports

Compliance Monitoring

KBOLT

Fundtrack

Web portal for clients & investors

WAPP for wealth clients

Mobile app for end users

Customized portfolio statements

Source: Company data, I-Sec research
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ﬂ ICICI Securities

KFin has a dominant market share in issuer solutions business

KFin holds a strong market share position in the issuer solutions business in India. It is
one of only two players of scale in India’s issuer solutions space, where it holds a 47%
market share based on the market capitalisation of NSE 500 companies and 38%
market share based on the number of clients serviced within NSE 500 companies as
of Mar'23. KFin also held 57.0% market share, as per issue size, in mainboard IPOs
during FY23 (there were 10 mainboard IPOs during FY23).

Company offers new issue and post-issue services to listed clients. It also offers pre-
issue services to unlisted clients. Company has large in-house processing capabilities
and in-house record management services. It provides value added services such as
E-AGM platform, E-voting platform, E-vault, insider trading compliance platform,
advisory and analytics. It has adopted a first-to-market approach with respect to web-
based allotment and refund status.

KFin primarily has a folio-based fee model along with transaction basis, or fixed fee for
corporate actions, and subscription or usage basis for value-added services. It has
recently started servicing real estate investment trusts and infrastructure investment
trusts as well providing IBC-related services.

Exhibit 32: Issuer services business process

1 B ¢+ Reconcliation

» Basis of allotment

New Issue

_ * Regulatory filings
Services

» Collection of applications

» Listing of Securilies

« Investor grievarices * Cannectivity to depositaries

o Physical Falsctionic 3 + Admission of securities
| reglstry . . : « Greafion of ISIN from depositony
Post Issue | [TV VRN, Services to| | Reqgister of share holders
_ 1T =0« Demat / remat, reconciliation
SERVIcas =) Conporation achons Unlisted « Corporale actions
= Dividend processing Cos. + Non-converible debentures

* Web based services -
invesior query and benpos

* Lagal & compliancs

KARISMA FINTRAKS e-Voting KPRISM
KaRISMA Fintracks Evoting Kprism
Virtual regisiry online Insider trading management Online e-voting software A mobile based platform
Tech platform allowing shareholders to view

Solutions

their invesiments across equity

An initial public offering bidding
platform

Pushpak

and bonds
eAGM services

Video confarancing and eloting
platform

eVault

A platform for data security

Source: Company data, I-Sec research

Exhibit 33: KFin’s market share in NSE 500 companies

Mar-22 Dec-22 Mar-23
Number of clients 36.6 39.9 38
Number of Folios 39.8 42.8 42.1
Market capitalisation 45.2 49 47.3

Source: Company data, |-Sec research
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Exhibit 34: Number of corporate clients in KFin’s Exhibit 35: Folio count has also increased in past four
clientele has increased consistently years
Number of corporate clients No of investor folios (mn)
6,000 1 £363 120 - 110
103
| 4770 i
5,000 4413 100
4048
4,000 80 75
58
3,000 A 60 A
2,000 A 40 ~
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FY20 Fy21 FY22 FY23 FY20 Fy21 FY22 FY23

Source: Company data, I-Sec research

Source: Company data, I-Sec research

Pension CRA, account aggregator and third-party APP developer
businesses are in a nascent stage, but potentially have a long growth
runway ahead

Pension CRA

Central Recordkeeping Agency (CRA) is required to establish an internal system that
delivers compliance with standards for internal organisation and operational conduct,
with the aim of protecting the interests of NPS subscribers and their assets. CRA acts
as an operational interface between PFRDA and other NPS intermediaries such as
pension fund managers, annuity service providers, trustee banks, etc.

NPS AUM CAGR of 19% likely over the next 5 years

CRISIL Research expects AUM for NPS to register a CAGR of 18-19% between FY22
and FY27, owing to a rise in subscriber base due to the tax benefits provided by NPS.
Additionally, NPS provides the investor with an option to choose equity schemes such
as inflation-beating investments for their retirement planning, which is expected to
provide higher returns than deploying money in FDs and other such fixed-income
investments.
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Exhibit 36: Number of pension subscribers (industrywide) registered 9% CAGR
between FY17-FY23

B NPS Subscribers (million)
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Source: NPS trust, I-Sec research, Company data

Exhibit 37: Industry pension AUM has grown at a very strong pace of 31% CAGR
between FY17-FY23

10,000 - Pension AUM 02633
9000 8.716.0
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Source: NPS trust, |-Sec research, Company data

KFin is the second-largest and one of the three operational CRAs for NPS in India as
of Mar'23. The pension fund services business was launched in FY17 by the businesses
acquired by KFin pursuant to the scheme of amalgamation. KFin provides end-to-end
services for permanent retirement account number issuance, recordkeeping,
administration and investor support.

KFin offers differentiated and technology integrated offering to points of presence
(PoP) to drive investor acquisitions. It integrates the pension ecosystem participants
on a single operational interface. Company caters to corporates, Central and state
governments, and the general public.
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Exhibit 38: KFin’'s NPS market share (in terms of NPS subscribers) has inched up
strongly...
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Source: I-Sec research, Company data
Exhibit 39: ...with increasing corporate clients.... Exhibit 40: ...while AUM has risen sharply..
Number of Corporates clients AUM
2,500 1~ 350 +
294.6
1985 300 A
2,000 A
250 A
1396 211.16
1,500 H = 200 -
028 P
1
o 4
1,000 A = 150
709
100 A
500 A
50 A 30.51
8.23
O T T T O T - T T
FY20 Fy21 FY22 FY23 FY20 FY21 FY22 FY23

Source: I-Sec research, Company data

Source: I-Sec research, Company data

Account aggregator

The RBI launched the account aggregator (AA) system on 2" Sep’21. This has the
potential to transform the financial landscape once there is wide