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With focus on tech and innovation, PESB to leverage a robust equity market BUY

Initiating Coverage

Sector : Financial Services
Investment Summary
Target Price 13230
Last Closing Price 2162 . Pun.e E-Stoc?k Broking L|m|teq (PESB) |s.a COI’pOI’:’.:lt.e broking Tlrm offering
equity broking, currency trading, depository participant services, mutual
Market Cap : %254 crore fund distribution, corporate deposit, and margin trading facility.
52-week High/Low  : 179/114 = With the emergence of internet-based trading (IBT), PESB prioritised
technology adoption and innovation which not only matched its clients’
Daily Avg Vol (12M) 1 1,15,589

evolving needs but also established the company as an industry leader
Face Value :%10 in digital solution adoption.
= The Indian equity market is expanding in terms of listed companies and

Beta :0.36
market capitalisation, creating more opportunities for brokerage firms.
Pledged Shares :0.0% With increasing retail penetration, there is an immense potential to
Year End - March benefit from the untapped market.
= The Indian economy has fared better than those of advanced and other
BSE Scrip Code 1544141

developing markets in uncertain and difficult times. Adoption of industry
NSE Scrip Code :N/A best practices and enhanced market liquidity is boosting and deepening
the capital market.

Bloomberg Code :PESBIN . . . . . . .
= The Indian stock market is witnessing a surge in participation from
Reuters Code “N/A individual investors, prompting stricter regulations from SEBI to protect
Nifty : 23538 their interests. These new guidelines are acting as a catalyst for
increased retail investor participation and benefitting early adopters of
BSE Sensex 177,341 . . K . .
technology like PESB which has successfully streamlined its operations
Analyst : Research Team to effortlessly adhere to the evolving regulatory environment.
= Tier 2 and 3 cities currently have a staggering 139 million consumers
Price Performance aged 15 to 55, nearly reaching parity with the population of Tier 1
. cities. The 52% growth in Tier 2 and 3 cities’ retail investor base in 2023

o demonstrates the increasing demand for financial planning and wealth

& W&; creation. This under-penetrated market presents huge opportunities for
financial services companies and brokers like PESB.

= The PESB stock is currently trading at an attractive FY26E forward PE of

PP N 10.6x. Assigning a target PE multiple of 15x FY26E EPS, we value PESB
e 5 &
A S at Rs 230, informing a BUY rating with a 42% upside potential.

——BSE 500 ——PESB Rebased at 100

Shareholding Pattern Key Financial Metrics (Consolidated)

¥ crore FY22A FY23A FY24A FY25E FY26E

Total income 46.7 41.0 76.3 90.1 103.5

Growth 34.3% -12.1% 85.8% 18.1% 14.9%

EBITDA 14.4 15.3 19.0 27.3 35.0

/ EBITDA margin 30.9% 37.2% 25.0% 30.3% 33.8%

PAT (ex-minority interest) 9.2 9.0 12.4 18.3 24.0

oy ey PAT margin 19.8% 22.0% 16.3% 20.4% 23.2%
EPS (%) 12.52 12.25 11.04 11.71 15.31

Source: Company data, Khambatta Research

Page 1



. Tel: +91-(0)22 4027 3300
MEMBER OF EQUITY & | THE STOCK EXCHANGE, MUMBAI

- - J - -
Khambatta Securities Ltd. sy, - SRiSSssesym ™| Fasroro2266413377

Pune E-Stock Broking Limited

J

www.khambattasecurities.com

24 June 2024

Pune E- Stock Broking Limited
is a corporate broking house
offering broking, DP, mutual
funds, corporate deposits,
MTF and currency trading

With a strong focus on
technology, PESB empowers
its clients by offering user-
friendly trading and back
office apps

Company Profile

Established in 2007, Pune E-Stock Broking Limited (PESB) is a corporate
broking house headquartered in Pune. The company serves clients in stock
investing and trading with real time quotes, execution and market news. The
company’s offerings include broking (cash, options, futures, currency and
commodity), depository participant services, mutual fund distribution,
corporate deposit, and margin trading facility. PESB’s team works with clients
to understand their investment needs and advises them with bespoke
investment strategies.

PESB is registered as a trading member at BSE Limited and the National
Stock Exchange Limited (NSE).

Management Profile

Vrajesh Krishnakumar Shah, Promoter, Chairman and Managing Director: Mr.
Vrajesh Krishnakumar Shah has been associated with PESB since its
incorporation. He posseses 25 years’ experience the stock market industry,
specialising in investment strategy and risk management. He has a MCom
degree.

Archana Vinayak Gorhe, Whole-time Director: Mrs. Archana Vinayak Gorhe is
a seasoned professional with 25 years’ experience in diverse roles within the
capital market. She has expertise in financial services, accounting, back-
office operations, compliance, and online trading. She has a BCom degree.

Saleem Chandsaheb Yalagi, Whole-time Director: Mr. Saleem Chandsaheb
Yalagi posseses 25 years’ experience in the stock market. His proficiency in
both technology and market trends enables the company to deliver cutting-
edge solutions to clients by integrating the latest market technologies. Mr.
Yalagi is a qualified computer engineer.

Mr. Daidipya Devendra Ghodnadikar, Whole-time Director: Mr. Daidipya
Devendra Ghodnadikar has 8 years’ experience in the capital market with
expertise in Depository Participant operations, and optimisation of online
trading platforms. At PESB, he is involved in strategic planning, system
implementation, and performance monitoring. Mr. Ghodnadikar has BCom
and MA Economics degrees.

Investment Thesis
Technological innovations enable PESB to stay ahead in the game

PESB uses cutting-edge technology to enhance client experience and
streamline its internal processes. The emergence of internet-based trading
(IBT) transformed how clients interact with the market. It prioritised ease and
accessibility, allowing clients to trade from the comfort of their own homes or
offices. This strategy not only matched clients’ evolving needs but also
established PESB as an industry leader in digital solution adoption.

PESB's user-friendly trading app demonstrates its commitment to technical
innovation. The app provides clients with an advanced tool for managing
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their investments, enabling them to stay up-to-date on market movements
and executing trades on the go. The app’s easy interface and real-time data
availability changed how clients engaged with their investments. PESB
introduced the Smart Back Office app, a simple and convenient application
which keeps clients up-to-speed with the current market. It allows users to
view their ledger balance, portfolio status, open positions, and bill details at
any time and from any location with a single touch of their finger.

PESB's tech driven trading application features

Real time Trade
Confirmation for
Equity / Derivative
/ Currency /
Commodity

Statement of
Account

Bill Detail on a

Easy to Use click of finger

Real time M2M
calculation on
open position

Compatible on
Any Mabile /
Tablet

Holding @ Real
Time Value

Source: PESB presentation

Growing penetration and deepening of the Indian capital market

The Indian equity market is expanding in terms of listed companies and
market capitalisation, creating more opportunities for brokerage firms. With
increasing retail penetration, there is an immense potential to benefit from
the untapped market.

Total turnover in India’s derivatives segment (US$ tn) Total mutual fund AUM in India (US$ tn)
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Turnover in the derivatives
segment reached US$ 947.24
tn in FY24 from US$ 461.63
tnin FY23

India's booming equity
market, fuelled by retail
participation, is attracting
high investment volumes and
driving growth in financial
services.

The retail investor base in Tier
2 and 3 cities grew by 52% in
2023

Demand for financial services is increasing across all income levels. With the
rapid expansion of mobile and internet usage, India is poised to become one
of the world’'s largest digital markets with over 2,100 fintech companies
presently in operation. The AUM of the Indian mutual funds industry has
grown from US$ 110.63 bn in 2014 to US$ 658.72 bn in 2024, growing 6x
in 10 years. The turnover in the derivatives segment reached US$ 947.24 tn
in FY24 from US$ 461.63 tn in FY23.

Robust economic growth and other favourable conditions boosting the Indian
equity market

In uncertain and difficult times, the Indian economy has fared better than
those of advanced and other developing markets. India’s real GDP growth
rate surged to 8.2% in FY24 after registering 7.0% in FY23. Real gross value
added (GVA) growth accelerated to 7.2% in FY4 from 6.7% in FY23. India’s
equity market, which is ranked fifth globally by market capitalization, has
experienced tremendous growth, driven by a robust economy, strong
corporate earnings, high liquidity, increasing demand for equity products,
technological advances, and favourable policy. Retail participation in India's
stock market has notably improved, backed by SEBI's educational efforts and
investor protection measures. Initiatives like the T+1 settlement cycle
underscore India's progressive stance. The Securities and Exchange Board of
India (SEBI) and the Reserve Bank of India (RBI) are proactively working to
enhance liquidity in the market/system via various measures.

Favourable policy and regulations

The Indian stock market is witnessing a surge in participation from individual
investors, prompting stricter regulations from SEBI to protect their interests.
These new guidelines emphasising transparency are forcing traditional
brokers to revamp their practices. The industry is being steered towards
technological progress to ensure smooth compliance. These policies and
regulations are acting as a catalyst for increased retail investor participation.
PESB, by embracing innovation in the digital realm, has successfully
streamlined its operations to effortlessly adhere to the evolving regulatory
environment. This tech-driven approach will not only enable PESB to become
more competitive but also allow it to cater more effectively to the growing
pool of retail investors.

Growing penetration in Tier 2 and 3 cities

Tier 2 and 3 cities currently have a staggering 139 million consumers aged
15 to 55, nearly reaching parity with the population of Tier 1 cities. This
demographic boom, together with rising incomes and an increasing
percentage of graduates and postgraduates, is driving an unprecedented
demand for financial services in these areas.

According to a study by the NSE, the Tier 2 and 3 cities’ retail investor base
grew by 52% in 2023, demonstrating the increasing demand for financial
planning and wealth creation. This under-penetrated market presents huge
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The PESB stock is currently
trading at an attractive FY26E

forward PE of 10.6x

opportunities for financial services companies and brokers like PESB.
Enabled by a robust tech-driven platform, PESB is well-placed to cater to the
demand from these lower-tier cities.

Valuation

At 15x FY26E EPS, we rate PESB a BUY based on a price target of Rs 230
and an upside potential of 42%

PESB reported robust growth in revenues and profits in FY24, enabled by
robust trading volumes and strong brokerage income. Going forward, we are
modelling normalised revenue growth over the next couple of years, whilst
forecasting PAT CAGR of 39% with increments in profitability. The PESB stock
is currently trading at an attractive FY26E forward PE of 10.6x. Assigning a
target PE multiple of 15x FY26E EPS, we value the PESB stock at Rs 230,
informing a BUY rating with a 42% upside potential.

Profit & Loss Account (Consolidated)

T crore FY22A FY23A FY24A FY25E FY26E
Total income 46.7 41.0 76.3 90.1 103.5
Growth 34.3% -12.1% 85.8% 18.1% 14.9%
Operating expenses 32.2 25.8 57.2 62.8 68.5
EBITDA 14.4 15.3 19.0 27.3 35.0
EBITDA margin 30.9% 37.2% 25.0% 30.3% 33.8%
Depreciation & amortisation 0.6 0.6 0.7 0.8 0.8
EBIT 13.8 14.6 18.3 26.5 34.2
Interest Expenses 1.2 2.5 1.6 1.8 1.9
PBT 12.6 12.2 16.7 24.8 32.3
Tax expense 2.5 2.5 4.1 6.2 8.1
PAT 10.1 9.6 12.7 18.6 24.2
Profit attributable to minority interest 0.9 0.6 0.2 0.2 0.3
PAT (attributable to parent company) 9.2 9.0 12.4 18.3 24.0
PAT margin 19.8% 22.0% 16.3% 20.4% 23.2%
EPS () 12.52 12.25 11.04 11.71 15.31
Source: Company data, Khambatta Research
Key Balance Sheet Items (Consolidated)
g crore FY22A FY23A FY24A FY25E FY26E
Paid-up capital 7.4 7.4 15.7 15.7 15.7
Reserves & surplus 60.2 69.2 111.6 130.0 153.9
Total shareholders' equity 67.5 76.5 127.3 145.6 169.6
Total debt 16.4 18.5 26.4 27.5 28.6
Investments 5.9 17.3 93.1 102.3 1104
Cash and bank balances 96.9 74.8 98.7 101.8 1131

Source: Company data, Khambatta Research
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Ratio Analysis

FY22A FY23A FY24A FY25E FY26E
ROE 13.6% 11.8% 9.8% 12.6% 14.1%
Total D/E ratio 0.24x 0.24x 0.21x 0.19x 0.17x

Source: Company data, Khambatta Research

Key Risks

= The capital market and especially the equity market are inherently risky
as market trends and movements cannot be forecast with much
accuracy. Further, Black Swan events can never be predicted until they
happen. Any event or development regarded unfavourable by investors
will negatively impact the capital market and consequently our forecast
for PESB.

= Any regulatory changes affecting demand for security trading or
profitability of security brokers will negatively affect our forecast.

= PESB operates in a highly competitive industry where companies have to
continuously engage in technological and business innovation to stay
ahead in the game. PESB’s inability to adopt effectively and remain
competitive in the future will lead to its underperformance.
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Guide to Khambatta’s research approach

Valuation methodologies

We apply the following absolute/relative valuation methodologies to derive the ‘fair value’ of the stock as a part of our fundamental research:

DCF: The Discounted Cash Flow (DCF) method values an estimated stream of future free cash flows discounted to the present day, using a company’s
WACC or cost of equity. This method is used to estimate the attractiveness of an investment opportunity and as such provides a good measure of the
company’s value in absolute terms. There are several approaches to discounted cash flow analysis, including Free Cash Flow to Firm (FCFF), Free Cash
Flow to Equity (FCFE) and the Dividend Discount Model (DDM). The selection of a particular approach depends on the particular company being researched
and valued.

ERE: The Excess Return to Equity (ERE) method takes into consideration the absolute value of a company’s return to equity in excess of its cost of equity
discounted to the present day using the cost of equity. This methodology is more appropriate for valuing banking stocks than FCFF or FCFE methodologies.

Relative valuation: In relative valuation, various comparative multiples or ratios including Price/Earnings, Price/Sales, EV/Sales, EV/EBITDA, Price/Book
Value are used to assess the relative worth of companies which operate in the same industry/industries and are thereby in the same peer group. Generally
our approach involves the use of two multiples to estimate the relative valuation of a stock.

Other methodologies such as DuPont Analysis, CFROI, NAV and Sum-of-the-Parts (SOTP) are applied where appropriate.

Stock ratings

Buy recommendations are expected to improve, based on consideration of the fundamental view and the currency impact (where applicable) by at least
15%.

Hold recommendations are expected to improve, based on consideration of the fundamental view and the currency impact (where applicable) between 5%
and 15%.

Sell recommendations are expected to improve up to 5% or deteriorate, based on consideration of the fundamental view and the currency impact (where
applicable).

Analyst Certification

I/We, Research Analysts and authors, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject
securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in
this report.

Terms & Conditions and Other Disclosures:

Khambatta Securities Limited (Khambatta Securities) is a full-service, integrated merchant banking and is, inter alia, engaged in the business of stock
brokering and distribution of financial products.

Khambatta Securities is one of the merchant bankers. We and our associates might have investment banking and other business relationship with
companies covered by our Investment Research Department. Khambatta Securities generally prohibits its analysts, persons reporting to analysts and their
relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by Khambatta Securities and are subject to change without any notice. The report and
information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or
distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Khambatta Securities. While
we would endeavor to update the information herein on a reasonable basis, Khambatta Securities is under no obligation to update or keep the information
current. Also, there may be regulatory, compliance or other reasons that may prevent Khambatta Securities from doing so.

This report is based on information obtained from public domain and is believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an
offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. Khambatta Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is
suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors,
who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not
be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The
value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Khambatta Securities accepts
no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future
performance. Investors are advised to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

Khambatta Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding
twelve months from the date of this report for services in respect of investment banking or merchant banking, brokerage services or other advisory
services.

Khambatta Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report.
Khambatta Securities or its analysts do not receive any compensation or other benefits from the companies mentioned in the report or third party in
connection with preparation of the research report. Accordingly, neither Khambatta Securities nor Research Analysts have any material conflict of interest
at the time of publication of this report.
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It is confirmed that Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service
transactions.

The Research Analysts engaged in preparation of this Report (a) may or may not have any financial interests in the subject company or companies
mentioned in this report; (b) do not own 1% or more of the equity securities of the subject company mentioned in the report as of the last day of the month
preceding the publication of the research report; (¢) do not have any other material conflict of interest at the time of publication of the research report.

It is confirmed that Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

Neither the Research Analysts nor Khambatta Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Khambatta Securities by any Regulatory Authority impacting Equity Research Analysis
activities.

This report has been prepared by Khambatta Securities. Khambatta Securities has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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