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Revenue in line, subdued collection growth; maintaining a Buy

Despite the unexpectedly weak, ~5.6% y/y, collections growth to
Rs3.6bn, IndiaMart’s Q2 revenue rose ~18% y/y, in line with our
estimate. The elevated EBITDA margin (38.7%; 27.1% a year ago, 36.1%
in Q1 FY25) was largely due to lower outsourced sales cost (~6.2% of
revenue vs. ~12.6% a year ago). Management has guided to ~10-15%
increase in collections, along with ~34-35% margins in the near term. We
introduce our FY27e earnings and retain a Buy rating at a lower 12-mth
TP of Rs3,100 (Rs3,800 earlier), P/E of 30x FY27¢ EPS.

Results update. In Q2 paid suppliers added were 2,390. The continued churn
in Silver annual and monthly suppliers led to fewer subscribers added. The
number of paid suppliers is now ~218,165 vs. ~209,747 a year ago. ARPU grew
~13.6% y/y to Rs60,800. Deferred revenue increased ~19.2% y/y to Rs14.8bn.
Collections rose ~5.6% y/y to ~Rs3.6bn.

Concall KTAs. 1) Weak collections growth in Q2 was due to continuing churn
in Silver category and issues in company structure (decentralization of customer
support and other support staff); ahead, management expects ~10-15% y/y
collections growth. 2) Elevated margins in Q2 were aided by lower collections
and dip in net customer additions, resulting in lower related costs. 3) Employee
costs to increase in Q3 due to appraisals. Ahead, the company expects ~34-35%
margins to sustain.

Outlook. We anticipate 18.5%/15.7%/18.9% revenue growth in FY25/26/27
(inc. Busy InfoTech). Our FY25e¢/26e/27¢ EBITDA margins
36.3%/34.2%/34.4%, leading to a 23.4% EPS CAGR over FY24-27c.

are

Risks: Loss of paid suppliers, absence of rebound in collections growth and
concentration risk (top 1% and top 10% paid suppliers contribute respectively
~17% and ~48% to revenue).

Key financials (YE Mar) FY23 FY24 FY25e FY26e FY27e
Sales (Rs m) 9,854 11,968 14,179 16,409 19,505
Net profit (Rs m) 2,838 3,340 4,889 5,302 6,264
EPS (Rs) 464 55.2 80.8 87.6 103.5
P/E (x) 54.1 46.0 314 29.0 24.5
EV /EBITDA (x) 57.0 46.1 29.7 27.2 22.7
P/BV (x) 7.5 8.9 7.3 6.1 5.1
RoE (%) 16.4 19.7 276 24.7 241
RoCE (%) 75 9.0 14.5 13.7 13.8
Dividend yield (%) 0.8 08 0.8 08 08
Net debt / equity (x) -1.1 -1.3 -1.2 1.2 13

Source: Company, Anand Rathi Research
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Quick Glance - Financials and Valuations

Fig 1 — Income statement (Rs m)

Fig 2 - Balance sheet (Rs m)

Year-end: Mar FY23 FY24 FY25e FY26e FY27e  Year-end: Mar FY23 FY24 FY25e FY26e FY27e
Net revenues 9,854 11,968 14,179 16409 19,505 Share capital 306 599 599 599 599
Growth (%) 30.8 215 18.5 15.7 18.9 Networth 20,585 17,361 21,039 25130 30,184
ARPU Growth (%) 45 149 130 5.0 8o Debt - - - - -
Direct costs 6680 8083 8400 10000 11837 L-easeliability 6% 562 562 562 562
Gross profit 3174 3885 5778 6408 7,668 Long-termliabilities 4605 5888 4831 5654 6462
Gross margins (%) 322 325 408 391 393 Capitalemployed 25886 23811 26432 31347 37,209
W ws % o
et Intangible assets
EBITDA , 2679 3314 5140 5604 6712 Goodwillg 4543 4543 4543 4543 4543
EBITDA margins (%) 272 277 363 342 44 e (tang. & intang) ) 5 5 5 5
Depreciation S 366 329 881 483 it of use assets M3 %1 321 31 3
Other income 1805 2088 2273 2406 2642 |5 eqiments (strategic) 5117 5236 5236 5236 5236
Interest expenses -82 -89 -89 -89 89 |nvestments (financial) 2718 22222 22222 22222 22222
PBT 4092 4948 6995 7541 8813  (Cyrrentassets (excl. cash) 495 650 660 669 681
Effective tax rates (%) 23.0 24.3 24.3 24.3 24.3  Cash 583 1,012 3,680 8,405 16,164
+Associates / (Minorities) 379 404 404 -404 404 Current liabilities 8,561 10,674 10,855 10,819 12,900
Net income 2838 3340 4889 5302 6,264  Working capital -8,065 -10,024 -10,196 -10,150 -12,219
WANS 61 61 61 61 61  Capital deployed 25886 23811 26432 31,347 37,20
FDEPS (Rs) 464 550 808 876 1035 Contingent Liabiliies 318 318 - - -
Fig 3 - Cash-flow statement (Rs m) Fig 4 - Ratio analysis
Year-end: Mar FY23 FY24 FY25e FY26e FY2le  year.gng: Mar FY23  FY24  FY25e FY26e  FY27e
PBT 4002 4948 6995 7541 8813  pE(y 541 260 314 290 245
+ Non-cash items 130 1378 329 381 453 Ev/EBITDA(x) 570 461 297 272 227
Oper. pI'Of. before WC 2,962 3,570 7,324 7,922 9,266 EV / Sales (X) 155 12.8 10.8 9.3 78
-Incr./ (decr.) in WC -2,551 -2,937 -171 46 -2,069 P/B (X) 75 8.9 73 6.1 5.1
Others incl. taxes -754 915 1,702 -1,835 -2,145 RoE (%) 16.4 19.7 276 247 24.1
Operating cash-flow 4,758 5,592 5,793 6,041 9,189 RoCE (%) - after tax 75 9.0 145 13.7 13.8
Free cash-flow 4,585 5,445 5,619 5,839 8,950 DPS (RS) 20.0 20.0 20.0 20.0 20.0
- Acquisitions 5517 -255 - - - Dividend yield (%) 08 08 08 08 08
- Div. (incl. buyback & taxes) 61 611 1210 1210 1210 pividend payout (%) - incl. DDT 4314 362 248 228 193
+ Equity raised -1,231 6,162 - - - Netdebt/equity (x) 1.1 43 12 12 13
+ Debt raised - - - - - Receivables (days) 2.6 15 15 15 15
- Fin investments -1,902 -1582 1487 -185 -108 Inventory (days) . N . - .
- Misc. (CFI + CFF) 96 431 253 89 89 Payables (days) 14 14 14 14 14
Net cash-flow -225 430 2,668 4725 7,759  CFO:PAT % 1676 1674 1185 1139 1467
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 5 — Price movement Fig 6 - Paid suppliers, break-up by area, Q2 FY25
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Fig 7 - Key operational parameters

Key metrics - operational
Registered buyers (m)
Total business enquiries delivered (m)

Daily unique business enquiries (m)

Total traffic (m)
Total products live (m)

Indian supplier storefronts (m)
Paying subscription suppliers

Annualised revenue per paying customer
(ARPU) (Rs)

Revenue share - top 10% paying
subscription suppliers

Revenue share - top 1% paying
subscription suppliers

No. of employees

Product and tech employees
Corporate employees

Sales supervision and servicing

Source: Company, Anand Rathi Research

FY22 FY23 FY24 FY25

Q2 Q@3 Q4 Fyz2 1 Q2 Q@ o4 Fyzz o Q2 Q@ Q4 Fyz4 Q1 Q2
131 138 143 149 149 154 160 165 170 170 175 182 187 194 194 198 202
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Fig 8 - ARPU trend (000s)

Paying subscription suppliers Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3 FY24 Q4 FY24 Q1FY25 Q2 FY25
Top 1% 877 824 878 850 880 896 905 967 1,013
yly growth 7.6 0.3 8.7 3.1 13.8 15.1
q/q growth 11.0 -6.0 6.6 -3.2 3.5 1.8 1.0 6.9 4.8
Top 10% 229 226 236 238 248 256 261 279 295
yly growth 8.2 8.3 13.3 10.6 17.2 19.0
q/q growth 4.1 -1.3 4.4 0.8 4.2 32 2.0 6.9 5.7
Source: Company, Anand Rathi Research
Fig 9 — Revenue contribution (%)
Paying subscription suppliers Q2 FY23 Q3 FY23 Q4 FY23 Q1FY24 Q2FY24 Q3 FY24 Q4 FY24 Q1FY25 Q2 FY25
Top 1% 18 17 17 16 16 16 16 17 17
Top 10% 47 46 47 46 46 46 47 48 48
Source: Company, Anand Rathi Research
Fig 10 — Quarterly results
(Rs m) Q2FY25 Q2FY24 % Change Q1FY25 % Change
Revenues 3,477 2,947 18.0 3,313 5.0
EBITDA 1,346 800 68.2 1,195 12.6
EBITDA margins, % 38.7 271 1,156 bps 36.1 263 bps
EBIT 1,264 720 75.5 1,114 13.4
EBIT margins, % 36.3 24.4 1,191 bps 33.6% 271 bps
PBT 1,900 1,043 82.1 1,626 16.8
Net profit 1,351 694 94.6 1,140 18.5
Source: Company, Anand Rathi Research
Anand Rathi Research 3
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I Q2 conference call highlights

Outlook and key points

Q2 collections growth was weak, up ~5.6% y/y to ~Rs3.6bn
(according to management, this could be a one-off) due to the
sustained churn in Silver category and issues in company structure
(decentralization of customer support and other staff).

Ahead, management expects collections to grow ~10-15% y/y.

Elevated, ~38.7%, margins in Q2 were aided by lower collections and
a dip in net customer additions (~2,390), resulting in lower related
costs.

Ahead, the company expects margins to sustain at ~34-35%.

Employee costs to increase in Q3 due to appraisals (Q2 FY25:
~42.4% of revenue).

Near-term net supplier addition to remain rangebound at ~2,000-
3,000.

Business enquiries to decline in the near term (~127m in Q2 FY25)
due to focus on the core supplier base to improve the conversion rate.

Category-wise bifurcation

~218,000 supplier base: Gold and platinum: silver at 50:50.
Revenue: Gold and platinum ~75% and silver ~25%.
Collections: Gold and platinum ~70-80% and silver ~20-30%.

Churn rate: Platinum & gold category ~1%, Silver (Annual) ~4% and
Silver (Monthly) ~6-7%.

Newer initiatives and synergies

Daily unique business enquities (~28m in Q2; up ~16.7% y/y)
increased due to implementation of WhatsApp-led communication
strategy.

With respect to newer sales in the platinum category, the company
further bifurcated pricing into normal and premium rates (applicable
for the top ~2-3% categories in top-tier cities).

Synergies of Vyapaar and Shoplify with the core platform allow
buyers to submit RFQs directly to the company.

Anand Rathi Research
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I Valuation

IndiaMart is India’s largest online B2B company providing ~202m
registered buyers with access to ~8.1m store fronts, listing ~113m
business products and services across ~56 sectors. It leads with 218,165
paid subscribers (~2.7% of its listings). We believe the company has
become an established and trusted all-India brand, primarily through
word-of-mouth accounts of its suppliers/buyers.

Management has guided to ~10-15% collections growth, along with ~34-
35% margins in the near term. We introduce our FY27e earnings and
retain our Buy rating at a lower 12-mth TP of Rs3,100 (Rs3,800 eatlier),
at a P/E of 30x FY27e EPS.

Fig 11 — Change in estimates

(Rs m) New Old % change New Old % change
Revenue 14,179 14,362 (1.3 16,409 17477 (6.1)
EBITDA 5,140 4,743 8.4 5,604 5,951 (5.8

EBITDA margins % 36.3 33.0 323 bps 34.2 34.1 10 bps
EBIT 4,811 4,420 8.9 5,224 5,558 (6.0)

EBIT margins % 33.9 30.8 316 bps 31.8 31.8 3 bps
PBT 6,995 6,388 9.5 7,541 7,690 (1.9)
Net profit 4,889 4,429 104 5,302 5415 (2.1)

Source: Anand Rathi Research

Fig 12 — One-year-forward PE
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Source: Anand Rathi Research

Risks

B Competition from new companies would result in shrinking demand
for services or loss of visitor traffic, market share or paying suppliers.

B Negative publicity and lawsuits against the company, claiming
products available on its “marketplace” to be pirated, counterfeits or
illegal

Loss of paid suppliers due to elevated churn rate

Absence of rebound in collections growth and concentration risk (top
1% and top 10% paid suppliers contribute respectively ~17% and
~48% to revenue).
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