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Ratings on firm wicket, Analytics may see choppiness 

Ratings business in fine fettle led by macro and micro factors 
ICRA’s full participation in the extant ratings cycle has been a function 1) reorganization 
of ratings team structure with sharpened sectoral rigor, 2) restructuring of business 
development team on lines of key sectors, 3) strong ratings performance and timely 
actions, 4) focus on remunerative and appropriate pricing/yields, and 5) inherent 
strength (leading market position) in faster growing sectors (Financial incl. 
Securitization, and Infra) and Bond Ratings (issuances have increased in recent 
quarters). After tuning around in FY22 (10% growth v/s 13% de-growth in FY21), 
ICRA’s ratings revenue growth has kept on strengthening (14% growth in FY23 and 
16% growth in Q1 FY24). An evolved business approach (focus on revenue share and 
not volume share), raising of pricing threshold (aligned to ratings quality) across 
sectors/customers and transmission of employee cost inflation has also aided growth.  

As typically witnessed during ratings upcycle, the share of initial rating fees (IRF) has 
started to inch-up. With momentum in Financial and Infrastructure Sectors to continue 
and possibility of private capex picking-up and rates declining (triggering refinance 
business) in 12-18 months, the ratings growth should sustain. ICRA’s ESG offerings are 
ready, and it would be soon applying to SEBI under the prescribed set-up of separate 
entity. The subsequent go-to-market would create additional revenue opportunity.      

Near-term volatility in ICRA Analytics, but Moody’s biz on strong footing 
While the choppiness in global environment and uncertainty around short-term 
projects from parent Moody’s could transiently weigh on ICRA Analytics’ growth, 
further enlargement of engagement with Moody’s and scaling-up of Market Data and 
Risk Management Solutions is expected to support healthy growth in longer term. 
Growth deceleration in ICRA Analytics was sharp in Q1 FY24 (4% yoy v/s growth of 
25-30% in FY22/23) owing to delay in renewal of a project (being in new area and 
evaluated for scale-up). In recent years, ICRA Analytics has become more ingrained 
within Moody’s Group by enlarging engagement of rating support, adding new areas of 
service (for instance, significant scale-up of ESG association) and supporting multiple 
entities of the Corporation. Moody’s business flows to ICRA based on capabilities, 
competitiveness, and delivery quality, as it also has two captive centers in India.  

The co. is keen on growing Market Data and Risk Management solutions businesses for 
the domestic market and Management’s time and efforts have been focused on it. The 
intent is to diversify revenues of ICRA Analytics and significantly increase the share of 
these domestic offerings in the next three years. Products & Services suite has been 
ready, and the focus now is on go-to-market and business development.     

Multiple levers for an improved margin performance  
Notwithstanding strong revival in ratings revenue growth in past couple of years, the 
trend in ratings margin has been modest due to employee cost/attrition challenges, 
industry benchmarking of compensations and lag in transmission through pricing. 
Margins, however, could improve from hereon on account of 1) stabilized attrition and 
peak employee cost challenges behind, 2) pursuit of better remunerative mandates and 
pricing increases, 3) shifting revenue mix towards initial rating business, 4) strong 
traction in more profitable segments of bond ratings and securitization and 5) benefits 
from operating leverage and productivity improvements through tech investments. In 
Analytics, the margin trajectory would be determined by growth trends in Moody’s 
business and quick scaling-up of market data and risk analytics offerings. 

Based on our management interaction, we believe that ICRA’s soft performance of Q1 
FY24 is not reflective of its likely full-year performance. Over next two years, we see 
sustained strong growth in ratings, healthy albeit moderated growth in Analytics and 
reasonable margin expansion. At consol level, we estimate 14%/17%/18% CAGR in 
Revenue/EBITDA/PAT over FY23-25 and RoE expansion of 2 ppt despite significant 
accretion of BS liquidity. Our estimates do not factor revenues from ESG offerings and 
any acquisitions which co. has been evaluating in non-ratings segment. Stock trades 
at 32x 1-yr roll. fwd. P/E and it has traded at higher multiples in preceding rating cycle. 
We continue to prefer ICRA over CRISIL.                         

Reco : BUY 

CMP : Rs 5,709 

Target Price : Rs 6,700 

Potential Return : 17.5% 

 

Stock data (as on Sept 01, 2023) 

Nifty 19,435 
52 Week h/l (Rs) 6249 / 3616 
Market cap (Rs/USD mn) 56277 / 681 
Outstanding Shares (mn)  10  
6m Avg t/o (Rs mn):  32  
Div. yield (%):  2.3  
Bloomberg code:  ICRA IN  
NSE code:  ICRA  

 
Stock performance  

 1M 3M 1Y 

Absolute return  0.3% 15.7% 51.9% 
 
Shareholding pattern 

Promoter 51.9% 
FII+DII 32.0% 
Others 15.8% 

 
∆ in stance 
(1-Yr) New Old 
Rating BUY BUY 
Target Price 6,700 5,750 

 

∆ in earnings estimates 

 FY23 FY24e FY25e 
EPS (New) 141.7 167.8 196.3 
EPS (Old) 141.7 164.8 192.5 

% Change - 1.8% 2.0% 
 
Financial Summary 
(Rs mn) FY23 FY24E FY25E 
Net Revenue 4,032 4,569 5,262 
Growth (%) 17.6% 13.3% 15.2% 
EBITDA 1,429 1,647 1,959 
Growth (%) 18.5% 15.3% 18.9% 
PAT 1,367 1,620 1,894 
ROE (%) 15.2% 16.1% 17.0% 
EPS (Rs) 141.7 167.8 196.3 
P/E (x) 40.3 34.0 29.1 
BV (Rs) 985 1,094 1,221 
P/BV (x) 5.8 5.2 4.7 

 
 

 

 

RAJIV MEHTA 
Lead Analyst 

rajiv.mehta@ysil.in 
+91 22 6885 0521 

MANUJ OBEROI, Associate 

50

70

90

110

130

150

170

Sep-22 Jan-23 May-23

ICRA Nifty



 

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

 

ICRA Limited 

2

STORY IN CHARTS 

Exhibit 1: Strong consolidated revenue growth Exhibit 2: Ratings revenue growth to sustain  

  
Source: Company, YES Sec Source: Company, YES Sec 

Exhibit 3: Revenue mix shifted in favor of Analytics Exhibit 4: EBITDA margin enroute to recovery  

  
Source: Company, YES Sec Source: Company, YES Sec 

Exhibit 5: Consistent robust cash generation ensures significant liquidity on BS despite high DPR 

 
Source: Company, YES Sec 
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Exhibit 6: High profitability & healthy dividend payout to continue 

 
Source: Company, YES Sec 

Exhibit 7: Core profitability metrics will improve underpinned by margin expansion and growth uptick 

  
Source: Company, YES Sec Source: Company, YES Sec 

Exhibit 8: 1-yr rolling P/E band Exhibit 9: 1-year rolling P/E vis-a-vis the mean  

  
Source: Company, YES Sec Source: Company, YES Sec 
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FINANCIALS  
Exhibit 10: Balance Sheet 

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

Equity 97 97 97 97 97 

Reserves 7,481 8,340 9,406 10,459 11,690 

Net worth 7,577 8,436 9,503 10,556 11,787 

Long-Term Provisions 34 31 27 29 30 

Other financial liabilities 155 121 114 120 126 

Total Non-Current Liabilities 189 153 141 149 156 

Trade Payables 78 92 84 92 104 

Other financial liabilities 120 81 88 80 72 

Other Current Liabilities 662 609 721 809 914 

Short-Term Provisions 293 365 423 431 440 

Current tax liabilities (net) 9 7 2 2 2 

Total Current Liabilities  1,161 1,155 1,317 1,414 1,531 

Total Equity & Liabilities 8,960 9,785 11,008 12,164 13,521 

Tangible Fixed Asset 269 254 275 325 375 

Intangible Fixed Asset 183 190 184 184 184 

Intangible Assets under development 32 16 13 13 13 

Goodwill 12 12 12 12 12 

Non-current investments 1,578 3,917 4,252 4,677 5,144 

Deferred tax assets (net) 58 46 23 21 18 

Long term loans and advances 1 1 0 0 0 

Non-current tax assets 114 154 207 197 187 

Other financial assets 1,754 825 373 410 451 

Total Non-Current Assets 4,010 5,425 5,354 5,854 6,400 

Investments 190 622 2,634 2,897 3,187 

Trade receivables 475 265 380 751 865 

Cash and cash equivalents 3,995 3,101 2,415 2,426 2,820 

Other current assets 117 173 192 201 211 

Other financial assets 172 199 33 35 37 

Total Current Assets 4,950 4,359 5,654 6,311 7,120 

Total Assets 8,960 9,785 11,008 12,164 13,521 

Source: Company, YES Sec 
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Exhibit 11: Income statement 

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

Ratings, research & other service fees 1,846 2,025 2,300 2,645 3,042 

Outsourcing 905 1,177 1,501 1,681 1,933 

Others 259 225 231 243 287 

Total Revenue 3,011 3,428 4,032 4,569 5,262 

Employee Expenses 1,717 1,792 2,076 2,341 2,650 

Other Expenses 482 430 528 580 653 

EBITDA 811 1,206 1,429 1,647 1,959 

Other Income 428 409 496 619 681 

Depreciation 99 78 98 108 119 

Interest Expense 21 16 14 12 10 

PBT 1,120 1,521 1,812 2,147 2,511 

Tax 293 386 445 527 616 

PAT 827 1,135 1,367 1,620 1,894 

Source: Company, YES Sec  

Exhibit 12: Cash flow statement 

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

PBT  1,120   1,521   1,812   2,147   2,511  

Depreciation  99   78   98   108   119  

Change in working cap  (1,180)  983   602   (303)  (30) 

Tax paid  293   386   445   527   616  

Cash flow from operations  (254)  2,197   2,067   1,424   1,984  

Capex  (31)  (53)  (111)  (158)  (169) 

Change in investments  (728)  (2,771)  (2,347)  (689)  (757) 

Cash flow from investments  (759)  (2,823)  (2,458)  (847)  (926) 

Free cash flow  (1,013)  (627)  (391)  578   1,058  

Equity raised/(repaid)  (5)  (6)  954   -    (0) 

Dividend (including tax)  261   270   1,255   567   663  

Cash flow from financing  (266)  (276)  (301)  (567)  (663) 

Net change in cash  (1,279)  (903)  (692)  11   394  

Op Cash  5,268   3,995   3,101   2,415   2,426  

Cl Cash  3,995   3,101   2,415   2,426   2,820  

 Source: Company, YES Sec  
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Exhibit 13: Growth and Ratio matrix 

Y/e 31 Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

Growth ratios (%)      

Ratings -12.9% 9.7% 13.6% 15.0% 15.0% 

Outsourcing 15.1% 30.1% 27.5% 12.0% 15.0% 

Other revenues -63.9% -130.3% 12.9% 10.0% 10.0% 

EBITDA -15.3% 48.6% 18.5% 15.3% 18.9% 

Net profit -15.0% 37.3% 20.4% 18.5% 17.0% 

      

Operating Ratios      

EBITDA Margin 26.9% 35.2% 35.4% 36.1% 37.2% 

PAT Margin 27.5% 33.1% 33.9% 35.4% 36.0% 

ROE 11.3% 14.2% 15.2% 16.1% 17.0% 

Dividend Payout Ratio 31.5% 23.8% 91.8% 35.0% 35.0% 

       

Per share       

EPS 86 118 142 168 196 

Book Value 727 785 874 985 1,094 

       

Valuation Ratios      

P/E 66.6 48.5 40.3 34.0 29.1 

P/BV 7.3 6.5 5.8 5.2 4.7 

Dividend Yield 0.5% 0.5% 2.3% 1.0% 1.2% 

Source: Company, YES Sec  
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Recommendation Tracker 
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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  

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: 2nd Floor, North Side, YES BANK House, 
Off Western Express Highway, Santacruz East,  

Mumbai - 400 055, Maharashtra, India. 

Correspondence Address: 4th Floor, AFL House,  
Lok Bharti Complex, Marol Maroshi Road, Andheri East,  

Mumbai - 400059, Maharashtra, India. 

 +91 22 68850521 |  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: INH000002376 | INVESTMENT ADVISER: 

INA000007331 | Sponsor and Investment Manager to YSL Alternates 
Alpha Plus Fund (CAT III 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  : Rajiv Mehta, Manuj Oberoi 

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

Sr. 
No. Particulars Yes/No 

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

No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) 

No 

5 
YSL has received any compensation from the 
subject company in the past twelve months No 

6 

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

No 

7 

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 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

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

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

Analyst 
Signature 
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Signature 
 

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 I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (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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