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Estimate change -)

TP change -)

Rating change -)
Bloomberg CAMS IN
Equity Shares (m) 49
M.Cap.(INRb)/(USDb) 116.7/1.4
52-Week Range (INR) 2668 / 2002
1, 6, 12 Rel. Per (%) -1/6/-8
12M Avg Val (INR M) 288
Financials & Valuations (INR b)

Y/E March 2023 2024E 2025E
AAUM (INR t) 27.3 32.5 37.3
Revenue 9.7 11.2 12.8
EBITDA 4.2 4.9 5.9
Margin (%) 43.3 43.7 45.9
PAT 2.8 3.4 4.2
PAT Margin (%) 29 30 32
EPS 58.1 68.8 84.9
EPS Grw. (%) 0.8 185 233
BVPS 159.7 183.6 2133
ROE (%) 39.8 401 427
Div. Payout (%) 65.0 65.0 65.0
Valuations

P/E (x) 41.0 34.6 28.0
P/BV (x) 149 130  11.2
Div. Yield (%) 1.6 1.9 2.3

Shareholding pattern (%)

As On Sep-23 Jun-23  Sep-22
Promoter 19.9 19.9 19.9
DIl 16.1 11.7 14.9
Fll 38.6 35.8 33.2
Others 25.5 32.6 32.0

Fll Includes depository receipts

CMP: INR2,376

TP: INR2,950 (+24%) Buy

In-line performance; margin improves sequentially

CAMS reported a net profit of INR838m, a growth of 16% YoY. PAT for the
quarter came in line with our estimates. The growth in profitability was well
supported by an increase in the share of non-MF business and improving
the mix of equity AUM in the total MF AUM.

The share of Non-MF business improved sequentially in 2QFY24 and is
expected to continue increasing throughout FY24. Operating revenue
reached INR2.75b, up 13.5% YoY and 5.3% QoQ, in line with our estimates.
The management is confident that CAMS WealthServ, CAMSPay, CAMSRep,
and Think360 will significantly boost revenues in the coming quarters. It
expects a growth of over 20% in revenues for the Non-MF business.
Currently, we have a BUY rating on the stock with a target price of
INR2,950 at a P/E multiple of 35x on FY25 earnings.

Share of Non-MF business rises to 12.9%

QAAUM grew 20% YoY to INR 32.5t. However, equity AUM grew 27% YoY to
INR 15.5t in 2QFY24.

The share of the non-MF business in revenue increased to 12.9% in 2QFY24.
Non-MF revenue improved 46% YoY to INR 355m in 2QFY24. The CAMS KRA
segment witnessed a jump in revenues by 125% YoY and 50% QoQ to INR
91m in 2QFY24. Alternative Services and CAMS Pay segment recorded a YoY
revenue growth of 9% each in 2QFY24.

Overall expenses grew 12% YoY, but was flat QoQ (broadly in line with our
estimates). Other expenses were up 16% YoY, but declined 7% QoQ to
INR220m. Employee expenses were up 8.5% YoY and 3% QoQ to INR977m.
Cost-to-Income ratio came in at 55.6% in 2QFY24 vs. 56.2% in 2QFY23 and
57.9% in 1QFY24.

EBIDTA came in at INR1.2b and EBIDTA margin stood at 44.4% vs. 43.8% in
2QFY23 and 42.1% in 1QFY24. EBIDTA was up 15% YoY and 11% QoQ (in line
with our estimates).

PAT stood at INR838m in 2QFY24, a growth of 16.2% YoY and 11% QoQ.

Key takeaways from the management commentary

EBIT margins are higher in MF businesses vs. non-MF businesses. On the
other hand, CAMSPay’s EBIT margin is higher than that of the entire non-MF
business, but lower than that of the MF business (on account of some
pricing pressure in the recent past), while AIF and KRA’s business margins
are ~40%.

Yields — The maximum impact of re-negotiation has been accounted for in
1QFY24, with some incremental impact observed in 2QFY24. Yields are
expected to remain stable after 2QFY24. Outside of the telescopic structure,
yields are holding up well.

Non-asset based revenue includes transaction base revenue (flat QoQ),
misc. charges, and NFO (both saw moderate increase QoQ). Going forward,
the non-asset-based revenue would more or less remain static.
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Valuation and View

B Empirically, CAMS has traded at a premium to listed AMCs in terms of one-year
forward P/E. This premium is well deserved, given: 1) the duopoly nature of the
industry and high-entry barriers, 2) relatively low risk of a market share loss, and
3) higher customer ownership as compared to AMCs.

m  Structural tailwinds in the MF industry shall aid absolute growth in MF revenue.
Albeit for any adverse implications from the forthcoming TER regulations, we
believe, MF business is well poised to deliver 1.5x nominal GDP growth over the
longer term. With favorable macro triggers and right investments, non-MF share
of revenues for CAMS is expected to increase to over 15% in the next three to
five years.

m  Currently, we have a BUY rating on the stock with a target price of INR2,950 at
a P/E multiple of 35x on FY25 earnings.

Quarterly Performance (INR m)
Y/E March FY23 FY24 2QFY24E Actv/s
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE Est. (%) YoY QoQ

Revenue from Operations 2,366 2,424 2436 2,492 2,613 2,751 2,871 2,934 2,787 -1.3 135 53
Change YoY (%) 17.6 6.5 2.5 2.5 10.4 13.5 17.9 17.7 15.0
Employee expenses 933 901 871 876 950 977 1,028 1,056 1,000.4 -2.4 8.5 2.9
Operating expenses 267 274 282 294 327 333 339 337 328.8 1.4 21.8 1.9
Other Expenses 188 189 200 232 236 220 235 256 234.1 -6.2 16.4 (6.9)
Total Operating Expenses 1,388 1,363 1,354 1401 1,512 1,530 1,602 1,649 1,563 2.2 122 1.1
Change YoY (%) 28.2 11.9 8.8 7.0 9.0 12.2 18.4 17.7 14.7
EBITDA 979 1,061 1,082 1,091 1,101 1,221 1,269 1,285 1,223 -0.2 151  11.0
Other Income 44 74 71 79 97 96 95 103 95 13 299 (0.5)
Depreciation 136 147 155 164 165 174 181 174 170 2.5 18.4 5.6
Finance Cost 18 18 20 20 20 20 19 17 19 3.6 8.8 (2.6)
PBT 869 970 978 985 1,012 1,124 1,164 1,196 1,129 -0.5 159 11.0
Change YoY (%) 2.3 0.5 -4.4 -0.4 16.4 15.9 19.0 21.4 16.5
Tax Provisions 223 249 242 242 255 286 291 292 282 1.2 15.0 119
Net Profit 646 721 736 744 757 838 873 904 847 -1.1 16.2 10.7
Change YoY (%) 2.2 0.6 -4.9 07 171 162 187 216 17.4
Key Operating Parameters (%)
Revenue / AUM (bps) 3.6 3.6 3.5 3.6 35 3.4 3.4 3.4 3.4 0.1 (0.2) (0.1)
Opex / AUM (bps) 2.1 2.0 1.9 2.0 2.0 1.9 1.9 1.9 1.9 0.0 (0.1) (0.1)
PBT / AUM (bps) 1.3 1.4 1.4 14 1.3 1.4 14 1.4 14 0.0 (0.0) 0.0
PAT / AUM (bps) 1.0 1.1 1.1 1.1 1.0 1.0 1.0 1.1 1.0 0.0 (0.0) 0.0
Cost to Operating Income Ratio 58.6 56.2 55.6 56.2 57.9 55.6 55.8 56.2 56.1 -0.5 (0.6) (2.3)
EBITDA Margin 41.4 43.8 44.4 43.8 42.1 44.4 44.2 43.8 43.9 0.5 0.6 2.3
PBT Margin 36.7 40.0 40.1 39.5 38.7 40.8 40.5 40.8 40.5 0.3 0.8 2.1
Tax Rate 25.6 25.6 24.8 24.5 25.2 25.4 25.0 24.4 25.0 0.4 (0.2) 0.2
PAT Margin 27.3 29.8 30.2 29.8 29.0 30.5 30.4 30.8 30.4 0.1 0.7 1.5
Opex Mix (%)
Employee expenses 67.2 66.1 64.4 62.5 62.8 63.9 64.2 64.0 64.0 01 (2.2) 1.7
Operating expenses 19.3 20.1 20.9 21.0 21.6 21.8 21.1 20.4 21.0 -0.8 1.7 0.8
Other Expenses 13.5 13.8 14.8 16.5 15.6 14.4 14.7 15.5 15.0 0.6 0.5 (8.0)
Key Parameters
QAUM (INR b) 26,200 27,100 27,800 28,000 30,000 32,500 33,475 34,069 32,400 03 199 83

Share of Equity AUM (%) 43.1 45.0 46.4 44.3 46.3 47.7 46.8 46.4 43.5 4.1 2.7 1.4
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CAMS

Key takeaways from the management commentary

MF business

Among the four new recent AMC wins, Helios MF & Zerodha Fund house went
live with their maiden NFOs in Oct ’23.

CAMS MF AUM stood at INR 32.2t, registering a 20% growth YoY. The overall
market share is at 68.5%. CAMS Equity AUM stood at INR 15.2t, registering 28%
growth YoY.

CAMS Equity market share grew 120bp YoY to touch 65.5%. CAMS has ~80%
share in the net sales in 2QFY24. Net flows into equity assets increased 14.2%
YoY in 1HFY24. Inflows through SIPs increased 26.2% YoY.

Non-MF Business

Beyond MF, the sustained focus on expanding Non-MF businesses led to a
300bp YoY increase in the share of Non-MF revenue to ~13% of overall revenue.
Non-MF revenue grew 47% YoY (30% growth on constant base, excluding
contribution of Think360.ai). Management expects 20%+ growth in revenues for
the Non-MF business.

The management is confident that CAMS WealthServ, CAMSPay, CAMSRep and
Think360 will significantly boost revenues in the coming quarters.

CAMS Alternatives (CAMS WealthServ) - Assets under service in CAMS
alternatives grew past the INR 2t milestone. New client acquisition momentum
continues to be strong with the business winning 15 new to CAMS logos in
2QFY24. CAMS had a Beta launch of industry first in-house built analytics
platform WealthTrak, which will assist to deliver superior fulfilment of the
industry data needs. AIF platform is now holistic with the integration of globally
acclaimed Temenos Multifonds as part of fund accounting services. Fintuple has
partnered with a large bank in its transformation program which will go live
later this year. This is a synergistic offering, which includes various other
products from the CAMS group. The growth in the AIF segment is expected to
bounce back in the next two to three quarters.

CAMS KRA - It continues to broaden its offerings in the Capital market adding
fintech brokerages and wealth advisors as its clients. This has led to a 125%
growth in revenue YoY. ‘10-Minute KYC' — Industry First Al embedded KYC
solution to Onboard Customers Instantly. Added 26 new clients for CAMS KRA
services in 2QFY24.

CAMSPay - UPI autopay offering expands beyond MF with the adoption by
fintech channels and prominent third party apps. This led to 2x growth in
volumes over the previous quarter.

CAMS Rep - Bima Central platform goes live with insta elA sign up for
policyholders. The elA policy addition grew 40% YoY. 4 Insurer integration across
Life, General and Health in progress. The platform has been generated
significant interest from insurers seeking integration.

CAMS CRA - industry-first NPS CRA platform on cloud. CAMS NPS makes inroads
into the POP and corporate segment with 62% of its new subscriptions from the
retail POP channel.

Think360 successfully piloted its first Generative Al client project, with plans to
expand its Gen Al capabilities to other clients and business sectors. In the last
quarter, the company added 10+ new clients, including a new financial services
client in international markets.
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Margins

®  EBIT margins are higher in the MF businesses vs non-MF businesses. On the
other hand, CAMSPay’s EBIT margin is higher than that of the entire non-MF
business, but lower than that of the MF business (on account of some pricing
pressure in the recent past), while AIF and KRA’s business margins are ~40%.

m CamsPay and Insurance Repository business should scale up to 40% margins if
the size increases by about 35-40% from its current levels.

Financials

B The asset-based revenue grew 9.1% YoY (on the back of strong AUM growth)
and the non-asset based revenue grew 13.6% YoY. The non-MF revenue grew
47.1% YoY.

B Non-asset based revenue includes transaction base revenue (flat QoQ), misc.
charges, and NFO (both saw a moderate increase QoQ). Going forward, the non-
asset-based revenue would be more or less remain static.

B The company expects salary expense to increase (*INR76m, which includes
increments and ESOPs).

m Yields — The maximum impact of re-negotiation has been accounted for in
1QFY24, with some incremental impact observed in 2QFY24. Yields are expected
to remain stable after 2QFY24. Outside of the telescopic structure, yields are
holding up well.

m Operating EBIDTA is expected to be in the range on ~40-44%. CAMS has
announced an interim dividend of INR 10.

Exhibit 1: AUM increased to INR 33t Exhibit 2: Share of equity AUM improved (%)
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Transaction Volume (Mn) o Unique Investor Serviced
— ™ =)
©o M = ! 4w T 25.7 26.6 28.3
4 2 8 4 9 8% 8 8 - Jig 229 236 242 246 25

2 2 g < 7 - =" 184

8 ® 16.6 17.0 18

— ~ o~ ~ ~ o m ™M ™M < < — ~N ~N ~N ~N [ag] [a¢] [ag] m < <

o~ o~ (] (] (o] o~ (] o~ o~ o~ o~ (] o~ o~ o o~ o~ o~ o o~ o~ o~

> > > > > > > > > > > > > > > > > > > > > >

[N [N [N [V [V [N [N [N [N [N (4 [N [N [ [V [N [N [ [V [N [N [N

< — o~ [52) < — o~ m < — o~ < — o~ [52) < — o~ (32) < — o~

g o o 0 oo o o o 9o 9o g g o oo o o o o o o o d

Source: Company, MOFSL Source: Company, MOFSL

9 November 2023 4



MoTiLAL OSWAL CAMS

Exhibit 5: Share of MF non-asset businesses improved QoQ Exhibit 6: Trend in key parameters
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Exhibit 7: One-year forward P/E
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Financials and valuations
Income Statement INRm
Y/E March 2020 2021 2022 2023 2024E 2025E
Revenue 6,996 7,055 9,097 9,718 11,169 12,845
Change (%) 1 1 29 7 15 15
Employee expense 2,580 2,624 3,218 3,581 4,010 4,412
Other expenses 1,544 1,471 1,638 1,925 2,283 2,538
Operating Expenses 4,124 4,094 4,855 5,506 6,293 6,949
EBITDA 2,873 2,961 4,241 4,212 4,876 5,896
Change (%) 18 3 43 -1 15.7 20.9
Dep/Interest/Provisions 582 513 587 679 770 810
Other Income 217 298 173 268 391 457
PBT 2,508 2,745 3,827 3,802 4,496 5,543
Change (%) 25 9 39 -1 18.3 23.3
Tax 773 692 957 956 1,124 1,386
Tax Rate (%) 31 25 25 25 25.0 25.0
PAT 1,735 2,053 2,870 2,846 3,372 4,157
Change (%) 33 18 40 -1 18.5 23.3
Dividend 594 2,488 1,895 1,850 2,192 2,702
Balance Sheet INRm
Y/E March 2020 2021 2022 2023 2024E 2025E
Equity Share Capital 488 488 489 490 490 490
Reserves & Surplus 5,001 4,671 5,987 7,335 8,508 9,963
Net Worth 5,489 5,159 6,476 7,825 8,997 10,452
Borrowings 0 0 0 0 0 0
Other Liabilities 2,542 3,260 3,094 3,151 3,489 3,865
Total Liabilities 8,030 8,419 9,571 10,976 12,486 14,317
Cash and Bank balance 504 1,803 1,510 164 243 437
Investments 3,056 2,355 3,170 3,298 4,598 6,098
Net Fixed Assets 3,090 2,840 3,141 3,413 3,119 2,784
Current Assets 1,380 1,421 1,750 4,100 4,526 4,998
Total Assets 8,030 8,419 9,571 10,975 12,486 14,317
9 November 2023 6
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Financials and valuations
Cashflow INRm
Y/E March 2020 2021 2022 2023 2024E 2025E
Profit after Tax 1,734 2,053 2,870 2,846 3,372 4,157
Adjustments -126 199 729 754 380 353
Change in Working Capital (237) 697 (129) (27) 276 305
Cashflow from Operating activities 1,371 2,950 3,470 3,583 4,028 4,815
Other Income 217 298 173 268 391 457
Change in Current Investments -751 701 -815 -128 -1,300 -1,500
Change in Fixed Asset 174 -63 -791 -875 -400 -400
Others -128 -20 -365 -2,269 -372 -401
Cashflow from Investing activities -489 915 -1,798 -3,004 -1,681 -1,843
Interest Expense -97 -79 -71 -76 -76 -76
Dividend Expense -716 -2,488 -1,895 -1,850 -2,192 -2,702
Cashflow from Financing activities -813 -2,567 -1,966 -1,926 -2,268 -2,778
Net Cashflow 69 1,298 (293) (1,347) 79 194
Opening Cashflow 435 504 1,803 1,510 164 243
Closing Cashflow 504 1,803 1,510 164 243 437
Y/E March 2020 2021 2022 2023 2024E 2025E
AAAUM (INR B) 18,149 19,984 25,500 27,300 32,511 37,335
Change (%) 14.6 10.1 27.6 7.1 19.1 14.8
Equity 6,706 6,806 10,100 12,400 15,376 18,144
Non-Equity 11,443 13,178 15,400 14,900 17,135 19,191
E: MOSL Estimates
Y/E March 2020 2021 2022 2023 2024E 2025E
Margins Analysis (%)
Revenue Yield (bps) 3.85 3.53 3.57 3.56 3.44 3.44
Cost to Income Ratio 58.9 58.0 53.4 56.7 56.3 54.1
EBITDA Margins 41.1 42.0 46.6 43.3 43.7 45.9
PBT Margin 35.8 38.9 42.1 39.1 40.3 43.2
PAT Margin 24.8 29.1 31.6 29.3 30.2 32.4
Profitability Ratios (%)
RoE 34.8 38.6 49.3 39.8 40.1 42.7
Dividend Payout Ratio 34.2 121.2 66.0 65.0 65.0 65.0
Dupont Analysis (Bps of AAAUM)
Y/E March 2020 2021 2022 2023 2024E 2025E
Operating Income 3.9 3.5 3.6 3.6 3.4 3.4
Operating Expenses 2.3 2.0 1.9 2.0 1.9 1.9
EBITDA 1.6 1.5 1.7 1.5 1.5 1.6
Depreciation and Others 0.3 0.3 0.2 0.2 0.2 0.2
Other Income 0.1 0.1 0.1 0.1 0.1 0.1
PBT 1.4 1.4 1.5 1.4 1.4 1.5
Tax 0.4 0.3 0.4 0.4 0.3 0.4
ROAAAUM 1.0 1.0 1.1 1.0 1.0 1.1
Valuations 2020 2021 2022 2023 2024E 2025E
BVPS (INR) 112 105 132 160 184 213
Change (%) 22.1 -6.0 25.5 20.8 15.0 16.2
Price-BV (x) 21.2 22.6 18.0 14.9 13.0 11.2
EPS (INR) 354 41.9 58.6 58.1 68.8 84.9
Change (%) 32.5 18.4 39.8 0.8 18.5 23.3
Price-Earnings (x) 67.2 56.8 40.6 41.0 34.6 28.0
DPS (INR) 12.1 50.8 38.7 37.8 44.7 55.2
Dividend Yield (%) 0.5 2.1 1.6 1.6 1.9 2.3

E: MOSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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NOTES
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