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Indiamart Ltd

Business outlook remains strong for FY24

Dominant market share in B2B online classified business with around 70% market
share in paid listings. The overall growth in business is led by higher value proposition
for sellers and the efficient matching algorithm resulting in higher buyer satisfaction.
Enjoys substantial network effect attracting more buyers and sellers to the platform.
The strength of business model is visible in the 13.5% CAGR growth in paying
subscribers over FY18-23 and 23.2% CAGR growth in the number of registered buyers
during the period. The success of business model and its longevity can be inferred
from the fact that >50% of the registered buyers are repeat buyers.

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

It expects to add around 8k paid suppliers per quarter going ahead. The addition
of paid customer was modest in Q1FY24 on account of increase in price of Silver
monthly subscription packages.

ARPU growth to be in the range of 6% CAGR led by migration of customers to
higher priced subscription plans and some contribution from price increase.
Traffic to portal at ~250mn/quarter is sufficient to cater to 3-4 lakh paid
customers. Increase in traffic has been modest over last several quarters on
account of moderation in covid19 related enquiries.

The target market for Indiamart is around 1.3mn MSMEs, considering 10% of GST
registered 13 mn MSMEs have digital presence.

Increase in headcount going ahead would be in accordance with increase in the
number of paid customers.

Completely powered by organic traffic with little advertisement expense, resulting
in higher operating margin. Marketing related cost would remain limited in near
term thus supporting overall operating margin.

It is well, placed to achieve 30% EBITDA margin by Q4FY24 led by positive
operating leverage.

It operates through asset-light model and benefits from minimal capex
requirement (~1% of sales) leading to strong FCF generation.

Diversified revenue base across industries and geographies helps to lower business
risk. The buyer traffic is fairly distributed across the county, but the sellers are
mostly concentrated in the major cities (>50% of paying suppliers are from metro
cities).

It is net debt free company with net cash of ~Rs 24bn that offers optionality value
and would help it to invest in its platform to provide value added services to
suppliers, thereby fighting off any threat from competitors.

There is huge untapped potential in smaller cities(T2-T4) of India (~1,000 cities),
which is expected to pick up due to accelerated adoption of digital channel in the
aftermath of covid19 Pandemic

It remains focused towards realizing business synergy with regard to various
acquisitions done during 2021-22. For Busy Infotech, the focus remains on
expanding its geographical presence and it has sold around 300k licenses till date.
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INVESTMENT RATIONALE

= Business is driven by high value proposition to sellers. Buyers benefit from diversified
product listing (98mn product listings across ~100k categories); whereas, sellers find high
quality traffic (~250mn quarterly traffic) on the platform

= Huge opportunity to grow as only 2% of addressable MSMEs pay for priority listing services
in India compared to 4% in China.

= The pickup in digitalization going ahead is set to expand the presence of MSMEs using
internet for B2B transactions.

= Online B2B classified expected to grow at around 20% pa. going ahead led by growth in the
number of paying suppliers.

= High quality business as it is completely powered by organic traffic with little advertisement
expense, resulting in higher operating margin. B2C businesses have to deal with vast
distributed base of end customers. On the other hand, B2B business models are mainly
concerned with maintaining long term relationship with select MSME customers and it
requires lesser advertisement expense.

= Being B2B business, it is less subject to disruption compared to B2C online classified segment
which face high competition from Google/Facebook and other horizontal and vertical players

= Enjoys substantial network effect as the presence of a large number of buyers results in
increased business enquiries, thus encouraging more suppliers to join the platform and this
leads to more product listings, thereby attracting even more buyers.

= The business (Online B2B classified) has negative working capital cycle as the payments are
collected upfront from customers and it supports cash flow generation and reduces the risk
of receivables going bad.

= The conversion factor (Paid listing/total listing) for IndiaMART is around 2.7%, which is way
lower when compared to ~9% of 1688.com, a factor which is set to grow with growing
penetration of digital technology among MSMEs

Outlook and recommendation

We maintain BUY Rating on the stock with revised target price of Rs 3,950/share based on 15
year DCF method with terminal growth rate of 5% post projection period of FY24-FY38E and
WACC of 11.5%.

It is best placed to benefit from rising digitalization of SMEs. It benefits from huge network effect
that will continue to drive increase in the number of paid suppliers. The value proposition for
MSMEs is attractive that it requires little need of advertising and thus benefits from optimum cost
structure. Positive operating leverage would continue to drive improvement in margin. Low price
sensitivity offers it pricing power and enable migration of customers from basic to premium
packages that would drive growth in ARPU.

We estimate revenue CAGR growth of 19.0% over FY24-FY38 driven by ~12.5% CAGR increase
in volume and ~6% CAGR increase in realization, with average EBIT margin of 34.5% during the
period.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Exhibit 1: Revenue growth outlook remains strong

STORY IN CHARTS

Exhibit 2: EBITDA margin to improve in FY24
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Exhibit 3: Enjoys strong operating leverage Exhibit 4: High focus on profitability
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Exhibit 5: Operating cash flow to remain strong Exhibit 6: RoE to improve over next 2 years
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Exhibit 7: Traffic remains above 250mn+ Exhibit 8: Steady growth in paid subscribers
Mn Total Traffic mmm Paying subscribers ('000s) Annualized ARPU (Rs 000)
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Exhibit 9: Registered buyers at 175mn Exhibit 10: Headcount to grow inline with addition in
paid customers
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Exhibit 11: Unique business enquiries remain steady Exhibit 12: Sustained growth in live product listings
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FINANCIALS

Exhibit 13: Balance Sheet

Y/e March 31 (Rs mn) FY20 FY21 FY22
Share capital 289 303 306
Reserves & surplus 2,462 15,806 18,435
Shareholders' funds 2,751 16,109 18,741
Non-current liablities 3,575 8598 4,166
Other non-current liabilities 3,575 3,593 4,166
Current liabilities 4,904 5,413 6,582
Other current liabilities 4,904 5,413 6,582
Total (Equity and Liabilities) 11,229 25,115 29,489
Non-current assets 2,030 1,268 5,087
Fixed assets (Net block) 858 652 562
Non-current Investments 697 411 4,249
Other non-current assets 475 204 275
Current assets 9,200 23,847 24,402
Cash & current investment 8,957 22,952 23,776
Other current assets 242 895 626
Total (Assets) 11,229 25,115 29,489

Source: Company, YES Sec

Exhibit 14: Income Statement

Y/e March 31 (Rs mn) FY20 FY21 FY22
Net sales 6,389 6,696 7,535
Operating expenses (4,700) (3,414) (4,457)
EBITDA 1,689 3,282 3,078
Depreciation (211) (161) (119)
EBIT 1,478 3,121 2,959
Other income 686 866 1,122
Profit before tax 2,131 3,920 4,027
Tax (current + deferred) (640) (1,095) (928)
Reported Profit / (Loss) 1,474 2,798 2,977
Adjusted net profit 1,474 2,798 2,977

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 15: Cash Flow Statement

Y/e March 31 (Rs mn) FY20 FY21 FY22 FY23 FY24E FY25E
Profit before tax 2,131 3,920 4,027 4,091 5,121 6,487
Depreciation 211 161 119 311 299 356
Change in working capital 980 (134) 1,394 2,236 480 509
Total tax paid (28) (849) (928) (897) (1,243) (1,632)
Others 33 67 54 80 88 88
Cash flow from oper. (a) 3,327 3,164 4,666 5,821 4,745 5,808
Capital expenditure (977) 45 (29) (5,281) (206) (265)
Change in investments (3,305) (13,169) (4,672) (619) (1,388) (1,463)
Others (221) 25 (71) 176 (1,981) (3,222)
Cash flow from inv. (b) (4,503) (13,100) (4,771) (5,725) (3,575) (4,950)
Free cash flow (a+b) (1,176) (9,936) (105) 96 1,170 858
Equity raised/(repaid) 3 14 2 0 0 0
Debt raised/(repaid) 0 0 0 0 0 0
Dividend (incl. tax) (333) (15) (455) (61) (558) (727)
Others 968 10,475 549 (221) (554) (67)
Cash flow from fin. (c) 638 10,474 96 (282) (1,112) (794)
Net chg in cash (a+b+c) (539) 539 (9) (185) 58 64

Source: Company, YES Sec

Exhibit 16: Ratio Analysis
Y/e March 31 FY20 FY21 FY22 FY23 FY24E FY25E
Growth(%)
Revenue Growth 25.9 4.8 12.5 30.8 24.0 21.6
EBITDA Growth 105.1 94.3 (6.2) (13.0) 33.5 41.3
EBIT Growth 88.9 111.2 (5.2) (20.0) 38.4 43.3
Net Profit Growth 635.3 89.8 6.4 (4.7) 31.0 30.4
Profitability Ratios(%)
EBITDA Margin 26.4 49.0 40.8 27.2 29.3 34.0
EBIT margin 23.1 46.6 39.3 24.0 26.8 31.6
Net Profit margin 23.1 41.8 39.5 28.8 30.4 32.6
RoA 15.2 17.2 10.8 74 9.1 11.7
RoE 67.8 29.7 17.1 144 16.8 18.8
RoCE 28.6 24.0 13.9 9.7 12.0 15.2
Liquidity Ratios
Net debt/Equity (x) (3.3) (1.4) (1.3) (1.1) (1.0 (0.9)
Current ratio (x) 1.9 4.4 3.7 2.8 2.7 2.7
Quick ratio (x) 1.9 4.4 3.7 2.8 2.7 2.7
Per Share(Rs)
EPS 24.1 45.8 48.7 46.4 60.8 79.3
BV per share 45.0 263.6 306.7 336.9 388.6 456.0
DPS 4.6 0.2 7.4 1.0 9.1 11.9
Valuation Ratios
PER(x) NA NA NA 67.7 51.6 39.6
PCE(x) NA NA NA 61.0 47.8 36.9
Price/Book(x) NA NA NA 9.3 8.1 6.9
EV/EBITDA(x) NA NA NA 63.0 46.8 32.9

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 17: Dupont Analysis

Dupont Analysis FY20 FY21 FY22 FY23 FY24E FY25E
Net margin(%) 23.1 41.8 39.5 28.8 304 32.6
Asset turnover (x) 0.7 0.4 0.3 0.3 0.3 0.4
Leverage factor (x) 45 1.9 1.6 1.6 1.6 1.6
Return on Equity(%) 67.8 29.7 171 14.4 16.8 18.8

Source: Company, YES Sec
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DISCLAIMER

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

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

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

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

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

Indiamart Ltd

jurisdictions or to certain category of investors. Persons in whose

possession this document may come are required to inform themselves
of and to observe such restriction.

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

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ 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 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 by YES Securities (India) Limited only 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 or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

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

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

® +91 22 68850521 | P4 research@ysil.in
Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL &
NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 |
RESEARCH ANALYST: INHO00002376 | INVESTMENT ADVISER:
INAO00007331 | Sponsor and Investment Manager to YSL Alternates
Alpha Plus Fund (CAT Il AIF) SEBI Registration No.: IN/AIF3/20-21/0818 |
AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Aditya Goenka,
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127)

Grievances Redressal Cell: customer.service@ysil.in/igc@ysil.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Piyush Pandey, Parth Ghiya

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

=i Particulars

No. Yes/No

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

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

Research Analyst has served as an officer, director

or employee of the subject company(ies) N2

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

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

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

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

BUY: Upside greater than 20% over 12 months

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

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI)
registered Stock broker holding membership of National Stock Exchange
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is
also a SEBI-registered Category | Merchant Banker, Investment Adviser
and Research Analyst. YSL is also a Sponsor and Investment Manager of
Alternate Investment Fund - Category Ill (YSL Alternates) and AMFI
registered Mutual Fund Distributor. The Company is also a registered
Depository Participant with CDSL and NSDL. YSL offers, inter alia,
trading/investment in equity and other financial products along with
various value added services. We hereby declare that there are no
disciplinary actions taken against YSL by SEBI/Stock Exchanges.
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