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BUY @ CMP INR 506 Target: INR 704 in 24 months Upside Potential: 39.1%

A one-stop solution for Asset Managers, Issuers & Investors

KFin Technologies Ltd (KFINT) is a technology driven financial services
platform providing comprehensive end-to-end services and solutions to

companies in India and worldwide. The company is showcasing a

compelling investment opportunity, supported by significant growth in Scrip Details

its domestic investor solution sector, an expanding presence in Face Value (INR) 10.0
international markets, and a dominant role in the issuer solution domain. Market Cap (INR Cr) 8,615
The integration of technology played a pivotal role in this advancement, Price (INR) 506
enabling the development of products and platforms and reducing No of Sh 0/S (Cr) 17.0
operational costs by minimizing opex. This technological leverage not 3M Avg Vol (000) 1.2
only elevates client interaction but also boosts revenue from current 52W H/L (INR) 562/271
clients and augments KFINT's operational profitability. Dividend Yield (%) 0.00
We initiate coverage on KFINT atthe CMP of INR 506 per share (25.2X FY26
P/E) with a price target of INR 704 per share (35X FY26 P/E), representing Shareholding (%) Sep 2023
an upside potential of 39.1% in the next 24 months. Promoter 49.1
Primarily, KFINT offers two services to its clients - Institution 313
Public 19.6
e Investor solutions - End-to-end support from receipt of TOTAL 100.0

application form to successful onboarding, unit allotment and

trade confirmation to domestic & international asset managers in m
the following manner:

o Front office support: Scrutiny of the application forms and ———KFINT SENSEX
scanning, uploading & storing the successful applications. 600 - 20,000
The service also includes cheques deposit, dispatch of 550 | ”[ 70,000
physical communication and providing an interface with 300 1 60,000
banks for auto debit enrolment and billing. :ZZ | 50,000

o Back-office support: Dual entry of all critical fields, value- :Z: : 40,000
based audit, NAV upload & support in unit allotment, trade 250 | 30,000
confirmation, fund accounting & administration, dividend 200 44—+ 20000

Feb-23
Mar-23
Apr-23
May-23
Jun-23
Jul-23
Aug-23
Sep-23

payouts, brokerage processing & payout and reconciliation.

KFINT services 25 out of 46 AMCs and serviced INR 14,825 bn of
AAUM (as on Sep 30, 2023) representing 31.5% of industry AAUM.
In the AIF space, KFINT serviced 434 funds (as on Sep 30, 2023)
representing 37.2% of total registered AlFs.

Dec-22
Jan-23
Oct-23
Nov-23

Key consolidated financial data (INR Cr, unless specified)

Net —— Net EBITDA Net EPS BVPS  RoE RolC P/E PIBV
Revenue Profit (%) (%) ®) ®) (%) (%) (X) (X)

Fy22 639.5 287.2 148.5 44.9 23.2 8.7 37.8 23.1 39.8 580 13.4
FY23 720.0 295.0 195.7 41.0 27.2 1.5 51.1 22.5 359  44.0 9.9
FY24E  830.3 355.6 234.6 42.8 28.2 13.8 65.0 21.2 43.5 36.7 7.8
FY25E  996.0 437.8  300.7 44.0 30.2 17.7 82.6 214 51.4 28.6 6.1
FY26E  1,117.7 490.1 342.5 43.9 30.6 200 1027  19.6 56.0 25.2 4.9
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¢ Issuer solutions - New issue and post-issue services to listed clients and pre-
issue services to unlisted clients. KFINT has large in-house processing
capabilities and in-house record management services. The company offers
value-added services, such as the E-AGM platform, E-voting platform, E-vault,
insider trading compliance platform, advisory, IR and analytics.

KFINT specializes in offering Data as a Service (DAAS) and Platform as a Service
(PAAS), utilizing technology to develop products and platforms designed to
minimize manual handling. This approach enhances the precision of transaction
processing and cuts costs by reducing the need for human resources in everyday
business operations.

Over FY23-26E, KFINT’s revenue/ EBITDA/ net earnings are expected to grow at a
CAGR of 15.8%/ 18.4%/ 20.5% to INR 1,118 cr/ INR 490 cr/ INR 343 cr respectively,
while EBITDA and net margins are expected to improve by 288bps to 43.9% and
346bps to 30.6% respectively. The implementation of technology-based
solutions is effectively reducing costs, thereby enhancing profitability. Moreover,
the dynamic nature of India's financial markets, combined with the company’s
growing presence ininternational markets, offers significant potential for growth.
As a result, RolC is expected to improve by 2007bps to 56.0%, however, ROE is
expected to decline by 291bps to 19.6%. The firm is directing its cash flow towards
business growth instead of dividend payouts, leading to arapid increase inits net
worth and affecting its RoE.

Our optimism stems from the following:

Rising domestic MF AAUM and increasing share of equities in total AAUM
generates better yield and provides strong revenue visibility

From FY20 to the HIFY24, the AAUM of the MF industry in India grew at a CAGR of
17.1% to INR 47 tn. This surge is mainly due to a substantial increase in SIPs, which
rose from a monthly amount of INR 8,641 cr in Mar 2020 to INR 17,073 cr in Nov
2023. In this market, CAMS and KFINT are the only two firms permitted to offer
investor solution services to domestic AMCs. During this period, CAMS saw its
market share decrease from 73.3%in FY20 to 68.5% in Sept 2023, whereas KFINT's
share grew from 26.7% to 31.5% in the same period. KFINT's edge in processing a
high volume of retail MF transactions swiftly due to its robust technology
platform, has led to an increase in application numbers over CAMS, boosting
KFINT's market share.

Furthermore, the proportion of equity AAUM within KFINT's total MF AAUM was
55.4% as of 30th Sep 2023, up from 47.5% in FY20. CAMS's equity AAUM share was
47.2% as of 30th Sep 2023, also an increase from 39.7% in FY20. KFINT's higher
share of equity AAUM allows it to generate a superior yield (total revenue on
AAUM serviced) of ~3.9bps, compared to CAMS’s ~2.7bps. The combination of
expanding market share and higher yields positions KFINT as a more
advantageous option compared to CAMS.
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During FY20-23, KFINT’s domestic investor solution revenue grew at a CAGR of
20.1% to INR 486 cr due to an increase in number of clients from 20 in FY20 to 23
in FY23 and increase in AAUM from INR 7,233 bn in FY20 to INR 12,804 bn (CAGR
growth of 21.0%). Over FY23-26E, the company’s domestic investor solutions
revenue is expected to grow at a CAGR of 17.0% to INR 779 cr on account of
increasing engagement with domestic AMCs and strong growth prospects for the
domestic AAUM.

Business expansion in the international market provides extra head room
for future growth

To further accelerate revenue growth and to diversify the business model, KFINT
is expanding its business in the international market. Over the past 3 years, the
company has expanded its business in Malaysia, Philippines, Singapore, Hong
Kong, Thailand, and Canada. As a result, the company’s international investor
solution revenue grew at a CAGR of 27.7% to INR 65 cr due to increase in number
of clients from 25in FY20 to 41in FY23 and increase in AAUM (including global MF,
AIF and pension fund) from INR 777 bn in FY20 to INR 1,455 bn in FY23 (CAGR
growth of 23.2%). In the next phase of growth, the company is targeting to expand
its businessin the bigger and developed markets of the US and Europe. As aresult,
the company’s international investor solutions revenue is expected to grow at a
CAGR of 20.5% to INR 114 cr.

Recovery in capex cycle and strong economic outlook of India ensures
strong revenue visibility for issuer solution business

The Indian government's initiatives like 'Make in India' and 'Atmanirbhar Bharat'
are bolstering manufacturing activities across the country, leading to higher
capacity utilization in manufacturing firms. With capacity utilization now
exceeding 75% and companies having reduced their debt levels, there's an
anticipation of a rapid increase in investment activities. To support the rising
demand for new production facilities, companies are gathering funds and
investing in new capital expenditures. This trend is likely to boost security
offerings in the capital markets.

KFINT, through its issuer solution division, aids companies in acquiring capital
from both primary and secondary markets. Holding a dominant market share
(NSE500 47.3%, mainboard IPO size 57.0% and mainboard IPO clients 26.3% in
FY23), KFINT is poised to gain from the escalating security issuance activities.
Moreover, KFINT also assists its clients with various corporate actions like
dividend distributions, bonus issues, stock splits, etc., further enhancing its client
relationships.

Strong tech driven operations is improving profitability, while the launch
of unique tech based products improves client engagement

KFINT has adopted a platform driven product design and delivery approach to
service the varied needs of its clients. The company has an end-to-end transaction
management platform across multiple asset classes such as MF, equities, AIF,
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wealth and pension. The company provides a data driven technology solutions
that combine an in-house platform technologies / value added services (VAS)
products across different asset classes, including white label technology to meet
client requirements:

e For its domestic MF solutions, the company’s platform provides core
registry and transfer agency services to its clients (including transaction
processing, channel management and compliance) as well as other
products and solutions as part of a composite offering, along with several
VAS products such as ‘Digix’, a data analytics and reporting tool, white
label tools such as Distributor Initiated Transaction (DIT) and ‘Kbolt Go’, a
front-end application for AMC sales channels.

The company has jointly developed ‘IQBOT’, an advanced intelligent
character recognition (ICR) program which is used to eliminate the manual
data processing of the physical MF applications at the AMCs’.

¢ In issuer solutions, the company’s platform provides core registry and
transfer agency services such as folio management and processing of
corporate actions, as well as several digital tools such as a virtual online
registry ‘KaRISMA’, an insider trading management platform, ‘Fintraks’, an
online e-voting software, ‘e-Voting’, a mobile based platform allowing
shareholders to view their investments across equity and bonds,‘KPrism’,
an initial public offering bidding platform, ‘Pushpak’, a video conferencing
and e-voting platform, ‘eAGM’ and a platform for data security, ‘eVault’.

¢ Foralternative investment funds, the company has developed AlFIn-a-Box,
a solution for managers looking to launch an AIF.

The company offers these services primarily as turnkey solutions by combining
various digital products along with requisite solutions to ensure that its platform
provides end-to-end operations support to its clients. KFINT constantly enhance
its platform by adding new products and solutions such as digital customer
acquisition tools as well as enhanced data analytics services. The company
provides offerings such as platform as a service (PAAS) and use technology to
create products and platforms that eliminate manual intervention, improve the
accuracy of transaction proceeding and reduce cost by eliminating the manpower
needs in conducting day to day business.

KFINT’s Valuation: Initiate with a BUY for a 24 months price target of
INR 704 per share (35X FY26 P/E)

The company is showcasing a compelling investment opportunity, supported by
significant growth in its domestic investor solution sector, an expanding
presence in international markets, and a dominant role in the issuer solution
domain. The integration of technology played a pivotal role in this advancement,
enabling the development of products and platforms and reducing operational
costs by minimizing opex. This technological leverage not only elevates client
interaction but also boosts revenue from current clients and augments KFINT's
operational profitability.
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We initiate coverage on KFINT at the CMP of INR 506 per share (25.2X FY26 P/E)
with a price target of INR 704 per share (35X FY26 P/E), representing an upside
potential of 39.1% in the next 24 months.

Consensus vs estimates

Ventura Estimates vs Bloomberg Consensus

Consensus vs Ventura FY23-26E
Estimates FY23 FY24E FY25E FY26E CAGR (%)
Revenue (INRcr)

Consensus 720.0 816.3 934.1 1,057.7 13.7

YoY Growth (%) 12.6 134 14.4 13.2

Ventura Estimates 720.0 830.3 996.0 1,117.7 15.8

YoY Growth (%) 12.6 15.3 20.0 12.2

Consensus 295.0 346.7 404.5 461.9 16.1

Consensus Margin (%) 41.0 42.5 43.3 43.7

Ventura Estimates 295.0 355.6 437.8 490.1 18.4

Ventura Margin (%) 41.0 42.8 44.0 43.9

Net Profit (INR cr) & Net margin (%)

Consensus 195.7 222.9 257.9 298.8 15.1

Consensus Margin (%) 27.2 27.3 27.6 28.2

Ventura Estimates 195.7 234.6 300.7 342.5 20.5

Ventura Margin (%) 27.2 28.2 30.2 30.6

Valuation

P/E Ratio (X)

Consensus 44.0 38.6 33.4 28.8

Ventura Estimates 44.0 36.7 28.6 25.2

Source: Ventura Research & Bloomberg

7|Page (13'" Dec 2023 For any further query, please email us on research@venturasecurities.com



i ventura A KFINTECH

“ EXPERIENCE TRANSFORMATION

Our Bull and Bear Case Scenarios

We have prepared likely Bull and Bear case scenarios for FY26 price, based on
revenue growth, net margins and P/E multiples.

e Bull Case: We have assumed revenue of INR 1,300 cr and a net margin of
32.0% at a P/E of 35X, which will result in a Bull Case price target of INR 987
per share (an upside of 93.2% from CMP).

e Bear Case: We have assumed revenue of INR 900 cr and a net margin of
30.0% at a P/E of 25X, which will result in a Bear Case price target of INR 441
per share (a downside of 12.2% from CMP).

Bull & Bear Case Scenario

Revenue of INR 1,300 cr, net margin of g ¢ Bull Case Price
32% and 40X P/E INR 977 per share
Revenue of INR 1,118 cr, net margin of < Target Price
30.6% and 35X P/E INR 704 per share
BSE Current Price
-«

ety INR 506 per share
Revenue of INR 900 cr, net margin of < Bear Case Price
28% and 30X P/E INR 444 per share

Source: BSE & Ventura Research
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Strong revenue growth outlook, improving profitability and healthy balance sheet could sustain valuation

1 year forward P/E P/E and its standard deviation
e Adj Price 28.35x 29.85x P/E Average Upper SD1
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Source: Ventura Research
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Valuation and comparable metrics of domestic and global companies

| PEM | PBU() | EV/EBDTAN) |  RoE(%) | RoiC(W) |  Sales | EBTDAMargin(%) | NetMargin(%) |
F— . mm P/E(X) P/BV (X) EV/EBIDTA (X) RoE (%) RolC (%) EBITDA Margin (%) | NetMargin (%)

2024 2025 2026( 2024 2025 2026( 2024 2025 2026( 2024 2025 2026( 2024 2025 2026( 2024 2025 2026 2024 2025 2026( 2024 2025 2026
Domestic Peers (fig in INR cr, unless specified)

Kfin Technologies Ltd 8615 5060 1.2 3.7 286 252 78 61 49 231 182 156 212 214 196 435 514 560 830 9% 1,118 428 440 439 282 302 306
Computer Age Mgmt Ser Ltd 13,268 2,701.0 1.7 389 336 288 150 132 116 260 224 195 385 393 403 994 911 794 1114 1274 1443 442 449 456 307 310 319
Central Depository Ser Ltd 20,513 1,930 2.0 588 500 422 156 142 129 495 419 346 265 284 306 323 349 373 712 87 98 579 582 610 490 490 502
BSE Ltd 32,207 23791 06 547 433 358 112 104 96 575 377 271 205 240 267 236 340 390 1229 1729 2309 449 486 507 479 430 389
MCX of India Ltd 16620 32590 08 1894 405 355 110 102 94 2438 314 271 58 252 265 49 421 438 676 815 941 98 631 632 130 504 498
Indian Energy Exchange Ltd 13652 1531 26 396 358 315 151 134 119 353 318 280 381 374 377 419 437 432 460 509 568 841 844 8.7 749 749
Global Peers (fig in USD mn, unless specified)

$S&C Tech Holdings (US) 14,136 5.1 20 21 110 1200 22 21 20 98 90 83 186 192 199 160 172 184 5486 5692 5913 384 394 400 213 226
Clearwater Analytics (US) 4,685 192 12 573 460 362 157 142 127 43 339 269 274 309 352 86 787 795 368 440 527 283 302 318 222 231
nCino Inc (US) 3,326 294 05 694 491 329 32 31 30 506 371 261 45 63 92 56 71 98 477 546 633 137 163 200 100 124
Meridian Link (US) 1,727 219 18 -3361 1432 353 31 30 30 197 175 152 -09 21 84 35 48 62 304 330 364 350 364 380 -17 37
Enfusion Inc (US) 1,255 98 07 649 392 285 14 13 13 386 277 206 21 34 47 25 39 52 174 203 244 179 213 238 111 158
MarketAxcess Holdings (US) 9927 2620 35 398 349 308 85 80 74 246 215 192 215 228 240 420 426 433 748 843 935 517 524 529 334 337
Tradeweb Markets (US) 21,243 %07 26 4.7 364 329 42 40 39 303 263 237 100 110 118 135 152 165 1310 1,487 1638 523 531 534 389 392
Nordnet AB (Sweeden) 4,385 174 10 180 171 166 79 70 62 133 130 136 442 408 373 560 5.7 465 436 459 475 758 734 619 559 559
Avanza (Sweeden) 3,458 20 39 184 182 183 65 59 53 151 152 152 352 321 292 414 381 347 328 343 355 698 663 641 573 552 .

Source: Ventura Research & Bloomberg
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Strong revenue growth and margin expansion deserves re-rating in valuation

90 -

80 - Clearwater @ @ cams

60 -
@ KFINT

@ Nordnet MarketAxcess

McX @ @ X o
40 @ Bst @ cost

FY26 RolC (%)

Avanza @
30 -+

20 -
SS&C Tech @
nGino @ Tradeweb

10 A ‘
@ Enfusion @ Meridian

0 T T T T T T T 1
0.0 0.5 1.0 15 2.0 2.5 3.0 35 4.0

FY26 PEG (X)

BSE

20 A KFINT

09 -

CDSL

FY23-26 Revenue CAGR (%)
N
(8, ]

CAMS

IEX Q

5 T T T T T T T T T 1
40 45 50 55 60 65 70 75 80 85 20

FY26 EBITDA margin (%)

Source: Ventura Research, ACE Equity & Bloomberg
Bubble size indicates the size of the company’s revenue
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KFin Technologoes Ltd SWOT Analysis in a nutshell

KFin Technologies

Growth Drivers

Rising share of MFs in the
financial savings driven by
increasing awarness in Tier
[1/11l cities and rural areas.
This could grow KFINT's
domestic business.

Recovery in capex driven by
growth in manufacturing
could increase fund raising
by companies. This could
grow KFINT's issuer solution
business.

Expansion in SE Asia and
Canada have improved the
growth prospects for KFINT.
The company is targeting
US & Europe to sustain the
growth momentum.

Key Challenges

Rising pressure of SEBI on
MFs to reduce RTA and
other cost could impact the
yields of KFINT on domestic
AAUM.

KFINT, which bills its

international clients in USD,
is vulnerable to fluctuations
in currency exchange rates.

New Trends

KFINT launched value added
services to improve client
engagement, which is
increasing the billing
amount per client.

Adoption of technology and
customized tech based
operating solutions is
reducing KFINT's opex and
improving its profitability.

KFINT is targeting to
expand its businessin the
markets of US & Europe,
which are much bigger and
KFINT could offer services
at competitive rates.

Investment
Themes

Diversified business model
and sizable market share
across all business
segments.

Improving profitability and
the use of technology is
scope for further margin
expansion.

Despite inorganic
expansion, the company has
maintained a debt free
balance sheet, which is
expected to continue in the
forthcoming years.

For any further query, please email us on reasech@venturasecurities.com
FOIr dily 1Jrier query, piedse erndil us ol resedrcrnwyverniturdsecuriues.Coiri

12|Page (13'" Dec 2023)



I Ventura A KFINTECH

What went wrong with Karvy Group

Karvy Group, incorporated in 1983, was a financial services company in India. It was
involved in financial services like equity, commodities trading, depository and
wealth services and distribution of other financial products. It has its headquarters
in Hyderabad, and it also had branch offices outside India in Bahrain, Dubai,
Malaysia, Philippines and the US.

Karvy Group’s business structure

Karvy Group

Karvy Insurance
Repository Ltd
(Insurance Repository
Services)

Karvy Realty India Ltd
Broking & Commission (Real Estate
investment)

Business acquired by
General Atlantic in 2017,

Karvy Consultants Ltd
(Consultancy and
Advisory Services,
Publications)

Karvy Stock Broking Ltd
mad (Broking, Wealth Mgmt,
PMS)

Karvy Capital Ltd

Karvy Computershare
mad PVt Ltd (Issuer solutions
& investor solutions)

Karvy Comtrade Ltd Karvy Financial Services
(Commaodities Broking) Ltd

Karvy Forex &
Currencies Private Ltd
(Currency and forex
services)

Karvy Global Services
sl  Ltd (Business process
outsourcing)

P |

Karvy Investment
s Advisory Services Ltd
(Investment Advisory)

Karvy Investor Services
= Ltd (Merchant Banking
and Corporate Finance)

Source: Company Reports & Ventura Research

Between Apr 2016 and Oct 2019, Karvy Stock Broking Ltd (KSBL), a subsidiary of the
Karvy Group, illicitly utilized the power of attorney (POA) for over 95,000 inactive
demat accounts. This power was used to pledge shares within these accounts as
security for loans totaling approximately INR 2,300 cr from various Indian banks.
The funds obtained from these loans were not credited to the dormant accounts;
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instead, they were funneled into the real estate ventures of the Karvy Group, a
related entity of KSBL.

This malpractice was eventually exposed, leading the SEBI to prohibit KSBL from
acquiring new clients and engaging in further trading activities. SEBI also instructed
the NSDL to promptly restore the shares to the affected clients. Subsequently,
about 90% of the shares were returned to the shareholders, leaving the banks with
only 10% of the initially pledged shares as security, and no means to recover the
loaned funds from the Karvy Group.

In response, the banks appealed to the Securities Appellate Tribunal (SAT) against
SEBI's decision. The SAT then ordered the Enforcement Directorate (ED) to
investigate. The ED's inquiry led to the attachment of assets worth INR 2,094 cr
belonging to the Karvy Group, including land, buildings, shares, cash, and term
deposits, to substantially settle a significant portion of the outstanding loan
amount.

General Atlantic acquired strategic stake in Karvy Computershare Pvt Ltd,
which was not involved in the controversy

When General Atlantic decided to acquire a stake in Karvy Computershare Pvt Ltd
(KCPL, one of the Karvy Group companies), the primary focus was on the potential
growth and the strategic value of the company represented in the financial services
sector, particularly in asset management and corporate shareholder services in
India. This decision was made before the controversies surrounding Karvy Group
surfaced publicly and KCPL was not directly involved in the controversy. At the time
of the investment:

e Market Position and Growth Potential: KCPL was a leading provider in its
sector, servicing a vast number of investor accounts and working with
numerous asset managers and corporations in India. This strong market
presence and the growth trajectory of the Indian asset managementindustry
would have been attractive to General Atlantic.

e Strategic Fit: General Atlantic, with a focus on investing in technology and
technology-enabled businesses, especially in sectors like financial services,
might have seen KCPL as a fitting addition to its portfolio, aligning with its
investment strategy and sector focus.

¢ Pre-Controversy Investment: It's important to note that General Atlantic's
investment occurred in 2017, well before the major controversies involving
Karvy Group came to light. Investment decisions are made based on the
information available at the time, and the controversies surrounding Karvy
Group surfaced later.

¢ Risk Management: Professional investment firms like General Atlantic
typically have robust risk management frameworks to mitigate potential
risks, including those that might arise from unforeseen future controversies.

e Due Diligence: General Atlantic would have conducted extensive due
diligence before the acquisition. However, certain risks or issues might not
be apparent at the time of investment and can emerge later.
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KFINT’s financial analysis and projections

FY20-23: A period of high growth phase and improvement in operating
profitability

During FY20-23, KFINT’s revenue grew at a CAGR of 17.0% to INR 720 cr. This was
mainly driven by:

e 20.9% CAGR growth ininvestor solution revenue to INR 551 cr on account of
rise in income from both domestic and international markets:

o Thecompany’s domesticinvestor solutionrevenue grew ata CAGR of
20.1% to INR 486 cr due to an increase in number of clients from 20 in
FY20to 23in FY23 and increasein AAUM from INR 7,233 bnin FY20 to
INR 12,804 bn (CAGR growth of 21.0%).

o The company’s international investor solution revenue grew at a
CAGR of 27.7% to INR 65 cr due to increase in number of clients from
25in FY20 to 41in FY23 and increase in AAUM (including global MF,
AIF and pension fund) from INR 777 bnin FY20 to INR 1,455 bnin FY23
(CAGR growth of 23.2%).

o 24.4% CAGR growth in issuer solution revenue to INR 98 cr on account of
increase in number of clients from 4,048 in FY20 to 5,363 in FY23 and
increasein total number of transactions from 1.9 mnin FY20 to 3.1mnin FY23.

e 6.6% CAGR growth in global business services revenue to INR 44 cr.

During the period, KFINT’s EBITDA and net earnings grew at a CAGR of 23.0% and
251.1% to INR 295 cr and INR 196 cr respectively, while EBITDA and net margins
improved by 570bps to 41.0% and 2618bps to 27.2% respectively. Use of technology
for business operations improved the employee productivity and enhance the
company’s profitability. As a result, return ratios - RoE and RolC - improved by
2139bps to 22.5% and 2711bps to 35.9% respectively.

H1FY24 performance: Strong revenue growth and margin expansion

In HIFY24, KFINT’s revenue grew at a YoY rate of 12.0% to INR 390 cr, and it was
primarily driven by:

e 15.8% YoY growth ininvestor solutions revenue to INR 309 cr on account of:

o 13.8% YoY growth in domestic investor solutions revenue to INR 269
cr due to the rise in AAUM from INR 12,299 bn to INR 14,825 bn over
the 12 months period (30t Sep 2022 to 30" Sep 2023), registering a
YoY growth of 20.5%

o 31.5% YoY growth in international investor solutions revenue to INR
40 cr due to an addition of 17 clients over the past 12 months and a
rise in AAUM from INR 1,397 bn to INR 1,753 bn over the 12 months
period, registering a YoY growth of 25.5%.

e 5.0% YoY growth in issuer solutions revenue to INR 49 cr due to an increase
in the number of issuers from 5,051to 5,693 over the past 12 months.
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EBITDA and net earnings grew at a YoY rate of 22.9% and 22.8% to INR 164 cr and INR
105 crrespectively, while EBITDA and net margins improved by 375bps to 42.0% and
236bps to 26.8% respectively.

Ventura estimates for FY23-26: Increasing AAUM, rising securing issuance in the
Indian capital markets and expansion in the international markets are expected to
accelerate financial performance

Over the period of FY23-26E, we are expecting KFINT’s revenues to grow at a CAGR
of 15.8% to INR 1,118 cr, which is expected to be driven by

e 17.5% CAGR growth in investor solutions revenue to INR 894 cr on account
of increasing client engagement, new client additions in the international
markets and strong growth prospects in domestic as well as global AAUM.

o The company’s domestic investor solutions revenue is expected to
grow ata CAGR of 17.0% to INR 779 cr on account of increasing client
engagement with domestic AMCs and strong growth prospects for
the domestic AAUM.

o The company’s international investor solutions revenue is expected
togrow ata CAGR of 20.5% to INR 114 cr on account of the company’s
expanding business in the overseas markets.

e 11.0% CAGR growth in issuer solutions revenue to INR 135 cr on account of
increasing issuance of equity and debt securities by listed and unlisted
companies in the Indian capital markets.

o 5.8% CAGR growth in global business services revenue to INR 52 cr on
account of increasing business prospects for KFINT in the overseas markets.

Over FY23-26E, KFINT’s EBITDA and net earnings are expected to grow at a CAGR of
18.4% and 20.5% to INR 490 cr and INR 343 cr respectively, while EBITDA and net
margins are expected to improve by 288bps to 43.9% and 346bps to 30.6%
respectively. The implementation of technology-based solutions is effectively
reducing costs, thereby enhancing profitability. Moreover, the dynamic nature of
India's financial markets, combined with the company’s growing presence in
international markets, offers significant potential for growth.

RolC is expected to improve by 2007bps to 56.0%, however, RoOE is expected to
decline by 291bps to 19.6%. The firm is directing its cash flow towards business
growth instead of dividend payouts, leading to a rapid increase in its net worth and
affecting its ROE.
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KFINT’s Financial Summary

Fig in INR Cr (unless specified) FY20 FY21 FY22 F