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CMS Info Systems Ltd

Profitable growth demonstration continues...

BUY*

Q2FY23 Result Highlights

e Fin. Performance: Rev. grew ~27% yoy to ~Rs4.7bn (+4% qoq); EBITDA stood
at ~Rs1.3bn (+42% yoy; +8% qoq) - margins at 28.5% (+320 bps yoy; +120
bps qoq) aided by operating leverage. Net income stood at ~Rs725m (+37%
yoy; +5% qoq) - Dep/Fin cost (lease portion) is higher yoy due to ramp-up in
BLA portfolio (in-line with stated objectives).

e Cash Management (69% of rev): CM rev. stood at ~Rs3.2bn (+17% yoy; +4%
goq) -mainly due to compliance driven pricing tailwinds. EBIT margins are up
~110 bps yoy/20 bps qoq to 24.8% due to route efficiencies.

e Managed Services (29%): Rev. stood at ~Rs1.5bn (+58% yoy; +6% qoq). EBIT
margins stood at 20.3% (+570 bps yoy; flat goq) - aided by execution of
remote monitoring site contracts (higher margin business) and non BLA
contracts. Product sales remain low similar to Q1.

e Cards (2%): Rev. fell ~15% yoy/14% qoq to Rs82m. EBIT stood at break-even
levels in Q2 (similar to Q1 levels).

e Other Highlights: (1) Q2FY23 currency handled by CMSINFO = Rs3.1trn (vs
Rs3.05 trn in Q1FY23); (2) MS orderbook expands to Rs28bn (+6bn in H1); (3
18.5k RM sites live as of Sept’22 (orderbook of 25k sites).

Key positives: Improving mix with ramp-up in BLA/RM contracts
Key negatives: N/A

Financials: Broadly unchanged; Introduce FY25E

Valuation & View:

Despite the popular narrative on cash usage, CMSINFO remains on track to deliver
healthy growth ahead (est. ~19% CAGR over FY22-25E) as it benefits from
compliance increase tailwinds, which would aid both revenue growth as well as
market-share gains. In addition, its MS portfolio is relatively new, but this segment
can outperform (vs traditional CM) as it increases its footprint here mining the
same client-set (BFSI) which it has been catering to in its legacy business. The
company’s razor-sharp focus on profitable growth should mean that the 20%
CAGR would also come in the backdrop of improving return metrics (est. 27.3% in
FY25E, +300 bps vs FY22). Remain believers in the company and maintain our
BUY rating as we roll-forward our DCF valuation. At our new target price of Rs390,
CMSINFO would trade at ~15x FY2BE P/E, a fair multiple given growth
opportunities and strong balance sheet.

Key valuation metrics

Year to 31 Mar FY21 FY22 FY23E FY24E FY25E

Net sales (Rs m) 13,061 15,896 19,652 23,066 26,957
Adj. net profit (Rs m) 1,685 2,240 2,878 3,580 4,356
Shares in issue (M) 152 156 165 165 165
Adj. EPS (Rs) 11.1 14.3 17.5 21.7 26.4

% change 25.1 29.2 22.0 24.4 21.7
PE (x) 30.2 23.4 19.2 15.4 12.7
Price/ Book (x) 5.2 4.2 3.8 3.2 2.7
EV/ EBITDA (x) 16.3 12.4 10.0 8.0 6.4
RoOE (%) 18.4 20.0 21.1 22.3 22.9
RoCE (%) 22.7 24.4 25.2 26.6 27.3

Source: Company, DAM Capital Research

Aasim Bharde, CFA
aasim@damcapital.in
+91 22 42022576

For Private Circulation only

“Important disclosures appear at the back of this report”
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CMS Info Systems Ltd

Exhibit 1: Quarterly Financials (Detailed)

(Rs m) Q1FY22 Q3FY22  Q4FY22  Q1FY23  Q2FY23 Comments
Total Revenue 3,698 3,721 4,037 4,441 4,533 4,717 | CM +17% yoy/ MS +58% yoy
YoY (%) - - 21.4 8.2 22.6 26.8
QoQ (%) (9.9) 0.6 8.5 10.0 2.1 4.1
COGS / SG&A 2,853 2,779 2,986 3,281 3,293 3,375
EBITDA 845 941 1,051 1,160 1,240 1.342 Zi;:rs':ﬁ growth drove margin
YoY (%) - - 39.6 31.7 46.7 425
QoQ (%) (4.0) 114 11.6 10.4 6.8 8.3
EBITDAM (%) 229 25.3 26.0 26.1 27.3 28.5
Depreciation 195 225 224 275 297 342
Other Income 17 21 16 25 24 29
Financial Expenses 32 39 30 43 45 50
PBT 635 699 813 868 921 979
Tax Expenses 165 171 210 228 231 254
PAT 470 528 602 640 690 725
YoY (%) - - 48.0 14.0 46.8 37.4
QoQ (%) (16.3) 12.3 14.1 6.2 7.8 5.1
Source: Company, DAM Capital Research
Exhibit 2: CMSINFO - Segment Revenue Performance
(GEX) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23
Segment Revenue 3,698 3,721 4,037 4,441 4,533 4,717
YoY (%) - - 23.9 8.2 22.6 26.8
QoQ (%) (9.9) 0.6 8.5 10.0 2.1 4.1
Cash Management Services 2,432 2,764 2,924 2,988 3,131 3,242
YoY (%) - - 19.4 22.7 28.8 17.3
QoQ (%) (0.1) 13.7 5.8 2.2 4.8 3.5
% of Total Revenue 65.8 74.3 72.4 67.3 69.1 68.7
Managed Services 1,259 987 1,127 1,524 1,462 1,556
YoY (%) - - 51.2 (5.9) 16.1 57.7
QoQ (%) (22.3) (21.7) 14.2 35.2 (4.1) 6.4
% of Total Revenue 34.1 26.5 27.9 34.3 32.2 33.0
Cards 106 96 122 89 95 82
YoY (%) - - 27.5 (17.6) (9.8) (14.9)
00Q (%) (1.7) (9.3) 27.5 (27.5) 7.6 (14.4)
% of Total Revenue 2.9 2.6 3.0 2.0 2.1 1.7
Less: Inter Segment Revenue 98 126 137 159 155 163
% of MS Revenue 7.8 12.8 12.1 10.5 10.6 10.5

Source: Company, DAM Capital Research
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Exhibit 3: Revenue mix Exhibit 4: Margin improvement yoy in both CM/MS
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O Conference Call Highlights

Metro cities have caught up on cash usage: Cash handled by CMSINFO grew 12% yoy in Q2 to ~Rs3trn.
Semiurban/rural markets had reached pre-COVID levels 2-3 quarters ago, but metro markets had lagged (had
achieved 90-95% usage vs pre-COVID). This however has improved in the last 6 months (top 6 cities cash handled
rose 23% yoy).

Retail cash management segment has lot of growth room: ~1.5m retail outlets in India of which potential TAM for
cash logistics industry ranges between 700k-1m as per CMSINFO. The sector has grown at 10-12% CAGR in the
past and there is confidence that this will further grow in the years ahead given growth of organized retail/eComm
and formalization. Since revenue is linked to per visit basis, even if cash transactions in outlets is 20-30%, it is an
opportunity.

FY23E Capex of ~Rs2-2.25bn: H1 capex at ~Rs1.4bn (roughly split equally between CM/MS). Expect FY22/23E to
be peak capex years for CMSINFO. All capex to be funded through internal accruals.

On track to hit ~Rs1bn annual run-rate in RM: This level should be hit in FY23E itself. 25k sites orderbook of
which 18.5k are live. The business still is more focused to the banking industry but will be scaled up to
NBFC/Insurance segments of BFSI industry and eventually to non BFSI industry as well.

CBDC should not be a threat to CMSINFO currently: See few use cases for CBDC on the private side (esp. given
UPI adoption). As of now, unsure what problem it can solve on private citizens’ payments front.
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Exhibit 5: Financial Estimates Snapshot
Key Assumptions FY20 Fy21 FY22* FY23E FY24E FY25E

Revenue (Rs m): 13,832 13,061 15,896 19,552 23,066 26,957
- Cash Management 9,776 8,961 10,588 12,615 14,684 17,169
- Managed Services 3,622 3,641 4,896 6,463 7,885 9,265
- Cards 434 459 412 474 497 522
Revenue Growth (%) 20.7 (5.6) 21.7 23.0 18.0 16.9
- Cash Management 9.8 (8.3) 18.2 19.1 16.4 16.9
- Managed Services 83.7 0.5 34.5 32.0 22.0 17.5
- Cards (25.7) 5.7 (10.2) 15.0 5.0 5.0
EBITDA Margin (%) 18.4 225 25.1 26.3 27.3 27.9
- Cash Management 20.5 26.9 28.5 27.5 27.5 27.6
- Managed Services 22.3 21.0 25.0 30.0 315 32.0
- Cards 17.2 14.1 13.5 16.0 16.2 16.5
Other Data Points:
- Payout (%) 23.8 21.5 16.9 25.0 25.0 25.0
- RoCE (%) 22.5 22.7 24.4 25.1 26.5 27.3
- RoE (%) 16.9 18.4 20.0 20.9 22.2 229
- NWC (Days) 55 54 57 56 58 55

Source: Company, DAM Capital Research; *FY22 EBITDA Margins Estimated basis reported EBIT Margins

Exhibit 6: FCFF Valuation Snapshot

Parameters FY25E

WACC 13.5
Terminal growth (%) 4.0
Discounted cash flow total

- Forecast period (FY24E-34E) 29,686

- Terminal value 30,094
Enterprise value 59,780

- Less: Net Debt (5,204)
Equity value 64,984
Fully diluted shares outstanding (m) 165
Fair value per share (Rs) 390
Implied FY25E P/E 14.7

Source: DAM Capital Research

Exhibit 7: Revised Estimates

Revised Estimates FY23E FY24E FY25E

(Rs mn) Previous Revised Chg (%) Previous Revised Chg (%) New YoY (%)
Cash Management 12,615 12,615 - 14,684 14,684 - 17,169 16.9
Managed Services 6,463 6,463 - 7,885 7,885 - 9,265 17.5
Cards 474 474 - 497 497 - 522 5.0
Total Revenue 19,552 19,552 - 23,066 23,066 - 26,957 16.9
EBITDA 5,132 5,132 - 6,297 6,297 - 7,521

OPM (%) 26.3 26.3 27.3 27.3 27.9 2.2
Net Income 2,855 2,878 0.8 3,557 3,580 0.6 4,356 21.7
EPS (Rs) 18.6 18.8 0.8 23.2 23.4 0.6 28.4 21.7

Source: DAM Capital Research
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Income statement

Key ratios

Year to 31 Mar FY21 FY22 FY23E FY24E FY25E
EBITDA margin (%) 22,5 25.1 26.3 27.3 27.9
EBIT margin (%) 17.6 19.4 19.9 20.8 21.4
PAT margin (%) 12.9 14.1 14.7 15.5 16.2
ROE (%) 18.4 20.0 21.1 223 22.9
RoCE (%) 22.7 24.4 25.2 26.6 27.3
Gearing (x) (0.3) (0.2) (0.3) (0.3) (0.4)
Net debt/ EBITDA (x) (1.0) (0.7) (0.8) (0.8) (1.0)
FCF yield (%) 2.0 (1.3) 4.1 4.0 6.5
Dividend yield (%) 0.7 0.4 1.3 1.6 2.0
Valuations

Year to 31 Mar Fy21 FY22 FY23E FY24E FY25E
Reported EPS (Rs) 11.1 14.3 17.5 21.7 26.4
Adj. EPS (Rs) 11.1 14.3 17.5 21.7 26.4
PE (x) 30.2 23.4 19.2 15.4 12.7
Price/ Book (x) 5.2 4.2 3.8 3.2 2.7
EV/ Net sales (x) 3.7 3.1 2.6 2.2 1.8
EV/ EBITDA (x) 16.3 12.4 10.0 8.0 6.4
EV/ CE (x) 4.4 3.5 3.1 2.6 2.1
Shareholding pattern

Public & Foreign
Others 10.7%
13.7% v
Institutions
/_ 11.7%
Govt Holding
/ 0.0%
N_ Non-promoter
corporate
holding
0.8%

Promoters
63.2%

Year to 31 Mar (Rs m) FY21 FY22 FY23E FY24E FY25E
Net sales 13,061 15,896 19,552 23,066 26,957
% growth (5.6) 21.7 23.0 18.0 16.9
Operating expenses 10,125 11,899 14,420 16,769 19,436
EBITDA 2,936 3,997 5,132 6,297 7,521
% change 15.6 36.1 28.4 22.7 19.4
Other income 158 79 137 185 256
Net interest cost 82 144 179 189 197
Depreciation 635 918 1,243 1,509 1,758
Pre-tax profit 2,378 3,014 3,847 4,784 5,822
Deferred tax 0 0 0 0 0
Current tax 692 774 968 1,204 1,465
Profit after tax 1,685 2,240 2,878 3,580 4,356
Preference dividend 0 0 0 0 0
Minorities 0 0 0 0 0
Adjusted net profit 1,685 2,240 2,878 3,580 4,356
Non-recurring items 0 0 0 0 0
Reported net profit 1,685 2,240 2,878 3,580 4,356
% change 25.1 32.9 28.5 24.4 21.7
Balance sheet
As on 31 Mar (Rs m) FY21 FY22 FY23E FY24E FY25E
Paid-up capital 1,480 1,532 1,532 1,532 1,532
Preference capital (0] (0] 0 0 (0]
Reserves & surplus 8,365 11,030 13,189 15,873 19,141
Shareholders' equity 9,845 12,561 14,720 17,405 20,672
Total current liabilities 5,137 4,318 5,648 6,309 6,863
Total debt 0 0 0 0 0
Deferred tax liabilities 0 0 0 0 0
ﬁ’;gﬁ{tir;‘;”'cu”e”t 1,136 1678 1857 1,985 2116
Total liabilities 6,273 5,996 7,505 8,294 8,978
Total equity & liabilities 16,118 18,557 22,225 25,699 29,651
Net fixed assets 5,562 7,940 9,147 9,788 10,180
Investments 0 0 0 0 0
Cash 3,068 2,653 3,992 5,120 7,444
Other current assets 6,735 6,892 7,958 9,594 10,754
Deferred tax assets 248 304 304 304 304
Other non-current 505 767 824 892 969
Net working capital 4,666 5,227 6,302 8,405 11,334
Total assets 16,118 18,557 22,225 25,699 29,651
Cash flow
Year to 31 Mar (Rs m) 1 FY22 FY23E FY24E FY25E
Pre-tax profit 2,378 3,014 3,847 4,784 5,822
Depreciation 635 918 1,243 1,509 1,758
Chg in Working capital 180 (1,239) 208 (1,044) (682)
Total tax paid (692) (774) (968) (1,204) (1,465)
Net Interest 82 144 179 189 197
Others 312 531 124 93 93
Operating cash flow 2,894 2,605 4,688 4,362 5,760
Capital expenditure (1,896) (3,296) (2,450) (2,150) (2,150)
Free cash flow (a+b) 998 (692) 2,238 2,212 3,610
Chg in investments 0 ] (0] 0 0
Debt raised/(repaid) 0 (0] [0] 0 (0]
Net interest (82) (144) (179) (189) (197)
Capital raised/(repaid) 0 774 [0] 0 [0]
Dividend (incl. tax) (363) (226) (720) (895) (1,089)
Other items 43 (127) 0 0 0
Net chg in cash 596 (415) 1,339 1,129 2,324

As of Jun-22
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This document has been prepared by DAM Capital Advisors Limited [the company/DAM Capital]. DAM Capital is a fullservice, integrated investment
banking, and institutional broking company. DAM Capital is registered with SEBI as Research Analyst having SEBI Registration number as INHO00000131.

Disclaimer/Disclosures:
The following disclosures are being made in Compliance with the SEBI Research Analyst Regulations 2014 (hereinafter referred to as Regulations)

1. DAM Capital the Research Entity (RE) is also engaged in the business of Investment Banking and Stock Broking and is registered with SEBI for the same.

2. There are no material disciplinary actions taken against DAM Capital as on the date of publication of this report.

3. DAM Capital and associates may from time to time solicit from or perform investment banking or other services for companies covered in its research
report. Hence, the recipient of this report shall be aware that DAM Capital may have a conflict of interest that may affect the objectivity of this report.
Investors should not consider this report as the only factor in making their investment decision.

4. The RE and/or its associate and/or the Research Analyst(s) may have financial interest or any other material conflict of interest in the company(ies)/
entities covered in this report. Please read this in conjunction with other disclosures herein.

5. The RE and/or its associate and/or the Research Analyst or relatives or family members of the Research Analyst may have actual/beneficial ownership
exceeding 1% or more of the securities of the company (ies) covered in this report as of the end of the month immediately preceding the date of
publication of the research report.

6. A. In the past 12 months period ending on the last day of the month preceding the date of publication of this research report, DAM Capital or any of its
associates may have:

e Received any compensation for merchant banking, investment banking, stock broking or any other services from the Company covered by this
research report;

e Managed or co-managed public offering of securities of the company covered by this research report

e Received compensation for products and services other than investment banking, merchant banking or stock broking services.

B. DAM Capital or its associates have not received any compensation or any other benefits from the subject company or third party in connection with this
research report in the past 12 months period ending on the last day of the month preceding the date of publication of this research report.

7. The other disclosures/terms and conditions on which this research report is being published are as under:

i.  This document is made for the sole use of clients or prospective clients of DAM Capital who are/proposed to be registered in India. It is not for sale to general
public.

ii. This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or securities mentioned in this report or as an
official confirmation of any transaction. This document does not intend to provide any financial advice to buy/sell securities mentioned in this report.

ii. The information contained in this document has no regard to the specific investment objectives, financial situation or particular needs of any specific
recipient. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision.

iv. The investment discussed or views expressed in the document may not be suitable for all investors. Investors should make their own investigations as
they deem necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including
the merits and risks involved) and investment decisions based upon their own financial objectives and financial resources.

v. The intent of this document is not recommendatory in nature.

vi. DAM Capital has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied,
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document.

vii. The Research Analyst and DAM Capital have not been engaged in market making activity for the company (ies) covered in the Research report.

viii. The information contained herein is from publicly available data or made by thorough analysis done by DAM Capital team. The views expressed are
those of analyst and the Company may or may not subscribe to all the views expressed therein.

ix. While DAM Capital would endeavour to update the information herein on reasonable basis, the opinions and information in this report are subject to
change without prior notice and prior approval and DAM Capital, its subsidiaries and associated companies, their directors and employees (“DAM
Capital and associates”) are under no obligation to update or keep the information current.

x. Subject to the disclosures made herein above, DAM Capital, its affiliates, their directors and the employees may from time to time, effect or have
effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to
perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of
these entities functions as a separate, distinct entity, independent of each other. The recipient shall take this into account before interpreting the
document.

xi. This material is being produced by DAM Capital solely for information purposes and for the use of the recipient. It is not to be reproduced,
redistributed or passed on directly or indirectly to any other person or published copied in whole or part for any purpose and the same shall be void
where prohibited.

xii. Neither the whole nor part of this document or copy thereof may be taken or transmitted into the United States of America “U.S. Persons” (except to
major US institutional investors (“MIl”)) and Canada or distributed or redistributed, directly or indirectly, in the United States of America (except to
MIl), Canada, Japan and China or to any resident thereof.

xiii. Where the report is distributed within the United States ("U.S.") it is being distributed pursuant to exemption under Rule 15a-6(a) (2), only to Major
U.S. Institutional Investors. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this
document may come shall inform themselves about, and observe, any such restrictions.

xiv. In no circumstances DAM Capital, any of its directors, employees or any of its associates or any third party involved in, or related to, computing or
compiling the information have any liability for any damages of any kind including but not limited to any direct or consequential loss or damage,
however arising, from the use of this document.

Copyright of this document vests exclusively with DAM Capital Advisors Limited

Contd...
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Disclaimer

Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or the price of, or income derived
from, the investment. In addition, investors in securities, the values of which are influenced by foreign currencies effectively assume currency risk.

Associates of DAM Capital may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in 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 DAM Capital and its
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 a certain category of investors. Persons in whose possession this document may come are required to inform themselves of, and to observe,
such applicable restrictions.

Reports based on technical analysis centres on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's
fundamentals and, as such, may not match with a report on a company's fundamentals.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. DAM Capital will not treat recipients as
customers by virtue of their receiving this report.

The analyst certifies that all of the views expressed in this research report accurately reflect his/her personal views about any and all of the subject issuer(s)
or securities. The analyst certifies that no part of his / her compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
and/or views expressed in this report.

Research Disclaimer - Notice to US Investors

This report was prepared, approved, published and distributed by DAM Capital Advisors Limited, a company located outside of the United States (a “non-US
Company”).This report is distributed in the US by DAM Capital (Parent of DAM Capital (USA) Inc.) only to major U.S institutional investors (as defined in Rule
15a-6 under the U.S Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption 15a-(2) of the Rule and any transaction effected by a
U.S customer in the securities described in this report must be effected through DAM Capital USA as defined in the Rule.

Neither the report nor any analyst who prepared or approved the report is subject to U.S legal requirements or Financial Industry Regulatory Authority, Inc.
(“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. The non-US Company is neither registered as a broker-dealer
under the Exchange Act, nor is a member of FINRA, Inc. or any other U.S. self-regulatory organization. The non-US Company is the employer of the research
analyst(s) responsible for this research report. The research analysts preparing this report are residents outside the United States and are not associated
persons of any US regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy
the regulatory licensing requirements of FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications
with a subject company, public appearances and trading securities held by a research analyst account.

It is distributed in the United States of America by DAM Capital under 15a-6(a)(2) and elsewhere in the world by DAM Capital or any authorised associate of
DAM Capital.

ANALYST DISCLOSURES

1. The analyst(s) declares that neither he/she or his/her relatives have a Beneficial or Actual ownership of > 1% of equity of Subject Company/ companies;
2. The analyst(s) declares that he/she has no material conflict of interest with the Subject Company/ companies of this report;

3. The research analyst (or analysts) certifies that the views expressed in the research report accurately reflect such research analyst's personal views about
the subject securities and issuers; and

4. The research analyst (or analysts) certifies that no part of his or her compensation was, is, or will be directly or indirectly related to the specific
recommendations or views contained in the research report.

5. The research analyst declares that he has not served as an officer, director or employee of the subject company.

Explanation of Ratings:

*Research Entity (RE) has adopted a new rating system which provides for stock ratings on the basis of absolute projected returns. The RE was earlier
following a rating system of defining stock rating on the basis of change relative to the projected index returns.

New Rating System Old Rating System

Investment Ratings Expected returns (over 12-month) Investment Ratings Expected returns (over 12-month)
Buy

>=10% Outperformer More than 5% to Index
Sell <-5% Underperformer Within 0-5% (upside or downside) to Index
Neutral <-5% to 10% Neutral Less than 5% to Index

Copyright in this document vests exclusively with DAM Capital Advisors Limited.
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