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Disrupted quarter

Paytm reported weak 4Q24 results as revenue declined -20% QoQ with adj. EBIDTA of INR
1,020mn (-56% QoQ) and EBITDA margin at 4.5% (vs 7.7% QoQ). Revenue decline was
majorly due to a) reduction in revenue from Payment services to consumers (-30% QoQ) after
RBI's embargo on PPBL impacting wallets, FASTag and other PPIs (c.12% of GMV) b) sharp
reduction Financial services revenue (-50% QoQ) as the value of loans disbursed declined to
INR 58bn (vs 155.4bn in 3Q24,-63% QoQ) as Paytm completely stopped its Post-paid
business in Feb-Mar'24 citing asset quality deterioration in low ticket segment. Net payment
margin ex-UPI incentives (of INR2.9bn, received in Q4 of every year) declined to 12bps (vs
15bps QoQ) due to impact on high margin products and temporary disruption in operating
metrics (GMV: -8% QoQ, MTU: -4% QoQ, lower active merchants). Marketing services
revenue (-23% QoQ) declined sequentially. Cloud business declined sharply YoY while
commerce business (ticketing, travel, gift vouchers) grew despite disruption YoY.
Contribution margin ex-UPI incentives declined to 50.5% (vs 53.3% QoQ) despite reduction
in processing fees and promotional cashbacks and incentives. Loss increased to INR 5.5bn (vs
loss of 2.2bn QoQ, due to impairment provisions of INR 2.3bn taken on investments in PPBL,
which is now marked to zero). Paytm is in discussion with NPCI for conformation of signing
up new UPI consumers via its TPAP app (third party application provider). Management
guided that Q1 will see full impact of RBI embargo with negative adj EBITDA of INR 5-6bn
(only last 2 months of Q4 were impacted). We remain watchful of the closure of small ticket
post-paid business (which acted as a funnel for high ticket PLs) and pivot towards high ticket
lending thereof. Although Paytm has found alternatives for PPBL, we believe on boarding of
new customers and revival of high margin products in payments business is contingent on
regulatory approvals, seamless migration of accounts and smooth integration. Only regaining
MTU (down from 104mn in Jan'24 to 80mn in Apr'24 vs 90mn in Mar'23) will support
declining revenue and profitability, which will take time. We maintain our SELL rating with
target price of INR 300 (valuing Paytm at 7x FY30e EV/EBITDA discounted back to FY26).

= Net payment margin declined to 12bps vs 15bps QoQ: Paytm'’s net payment margin ex-
UPI incentives (of INR 2.9bn, received in Q4 of every FY, from govt on bank to bank
transfers) declined 3bps QoQ to 12bps. The decline was majorly due to impact on high
margin products (EMIs, cards etc.) and temporary disruption in operating metrics (GMV: -
8% QoQ, MTU: -4% QoQ, lower active merchants). Merchant subscriptions grew 1%
QoQ to 10.7mn and the company deployed 0.1 mn devices (revenue of INR 90 per month
per device) during the quarter. Payments vyields are expected to decline as the share of
lower yielding UPI increases to 80-85% from current 70% (payment processing margins
including UPI incentives to stabilize at 5-7bps vs 7-9bps guided before).

= Financial services business pivoting to higher ticket segment: In 4Q24, the value of loans
disbursed declined to INR 58bn (vs 155.4bn in 3Q24,-63% QoQ) as Paytm completely
stopped its Post-paid business in Feb-Mar'24 citing asset quality deterioration in low ticket
segment. Disbursements in high ticket instant personal loans (-24% QoQ) and merchant
loans (-53% QoQ) also declined resulting in sequential decline in financial services
revenue to INR 3bn (vs INR6bn in 3Q24, -50% QoQ). Paytm added new lending partners
including pilots with banks during the quarter. Paytm indicated plans of entering into
secured credit space, starting with micro-lap for small merchants, to drive growth. Paytm

Financial Summary (INR mn)
Y/E March FY22A FY23A FY24A FY25E FY26E
GMV (INR bn) 8,600 13,280 18,340 21,859 28,046
YoY growth (%) 113% 54% 38% 19% 28%
MTU (mn) - EOP 70.9 90.0 96.0 111.5 128.3
YoY growth (%) 41% 27% 7% 16% 15%
Revenue (INR mn) 49,742 79,063 99,800 114,830 148,910
Operating expenses (INR mn) 73,144 96,218 108,880 129,053 152,729
EBITDA (INR mn) (23,402) (17,155) (9,080) (14,222) (3,820)

Source: Company data, JM Financial. Note: Valuations as of 22/May/2024
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decided to temporarily pause disbursal of lower yielding, small ticket post-paid loans, a
segment in which chances of receiving collection incentives are less given deteriorating
asset quality. Mgmt. expects take rates to settle down to 3-3.5% as the low ticket post-
paid business is shut down. We remain watchful as Paytm tries to drive higher volumes to
set-off the potential loss in revenue.

m  Commerce business steady while cloud business shows weakness: Marketing services
revenue (-23% QoQ) declined sequentially. Cloud business declined sharply YoY while
commerce business (ticketing, travel, gift vouchers) grew despite disruption YoY. Credit
card marketing continues to scale with 1.18mn activated credit cards as of Mar'24,
compared to 0.59mn last year.

= Valuations and view: We remain watchful of the closure of small ticket post-paid business
(which acted as a funnel for high ticket PLs) and potential loss in revenue due to pivot
towards high ticket lending thereof. Although Paytm has found alternatives for PPBL, we
believe on boarding of new customers and revival of high margin products in payments
business is contingent on regulatory approvals, seamless migration of accounts and
smooth integration. Only regaining MTU (down from 104mn in Jan'24 to 80mn in Apr'24
vs 90mn in Mar'23) will support declining revenue and profitability, which will take time
in our view. We maintain our SELL rating with target price of INR 300 (valuing Paytm at
7x FY30e EV/EBITDA discounted back to FY26).
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OCL - 4QFY24 Trends
Exhibit 1. 4QFY24 Key Quarterly Highlights

INR mn 4QFY23 3QFY24 4QFY24| YoY (%) QoQ (%)
Payment Services 14,670 17,300 15,690 7% 9%
Financial Services (incl others) 4,750 6,070 3,040 -36% -50%
Cloud and Commerce 3,930 5,140 3,950 1% -23%
Revenue from Operations (A) 23,350 28,510 22,680 -3% -20%
Payment Processing Charges 7,800 9,820 7,150 -8% -27%
Promotional Cashback and Incentive 780 1,060 460 -41% -57%
Other Expenses 1,930 2,420 2,190 13% -10%
Total Direct Expenses (B) 10,510 13,300 9,800 -7% -26%
Contribution Profit ( C) 12,840 15,210 12,880 0% -15%
Total Indirect Expenses (D) 10,500 13,010 11,860 13% 9%
EBITDA (E) 2,340 2,200 1,020 -56% -54%
Other income and expenses -4,000 -4,360 -3,951 1% 9%
Profit before share of associates, exceptional items and tax -1,660 -2,160 -2,931 -77% -36%
Share of profit/loss of associates/JV -20 -40 -2,438-12090% -5995%
Exceptional items - - E

Tax expense -10 10 1411 1510% 1310%
Reported PAT -1,670 -2,210 -5,510, -230% -149%
Contribution Margin % 55.0% 53.3% 56.8% 1.8% 3.4%
EBITDA Margin % 10.0% 7.7% 45%| -5.5% -3.2%
GMV (INR bn) 3,600 5,100 4,690 30% -8%
Merchant Transactions (mn) 6,850 9,990 9,620 40% -4%
MTU (avg) (mn) 90 100 96 7% -4%
Loans ('000) 12,000 11,500 1,600 -87% -86%
Value of Loans disbursed (INR bn) 125.5 155.4 58.0 -54% -63%

Source: Company, JM Financial

Exhibit 2. OCL: Revenue from operations trend
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Exhibit 3. OCL: Payment and financial services revenue trend

Exhibit 4. OCL: Commerce and cloud services revenue trend
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Exhibit 5. OCL: Trend in GMV Exhibit 6. OCL: Trend in MTU
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Exhibit 7. OCL: Trend in monthly GMV per MTU Exhibit 8. OCL: Trend in volume and value of loans disbursed
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Financial Tables (Consol)

Profit & Loss (INR mn) Balance Sheet (INR mn)
Y/E March FY22A FY23A FY24A FY25E FY26E Y/E March FY22A FY23A FY24A FY25E FY26E
Revenue 49,742 79,063 99,800 114,830 148,910 Share Capital 649 634 636 635 635
-Payment Services 34,205 48,460 62,380 69,358 88,369 Reserve & Surplus 140,867 129,522 132,630 116,471 109,606
-Merchant Services 11,048 15,199 17,380 22,135 27,170 Networth 141,516 130,156 133,266 117,107 110,242
-Financial Services 4,489 15,404 20,040 23,338 33,371 Non-controlling interests (221) (227) (282) (282) (282)
Direct costs 34,761 40,921 44,410 54,368 69,569 Total Equity 141,295 129,929 132,984 116,825 109,960
Contribution 14,981 38,142 55,390 60,463 79,341 Borrowings 1 20 - 13 10
Indirect cost 38,383 55,297 64,470 74,685 83,160 Current liabilities 33,324 44,848 35,153 67,971 84,497
EBITDA (23,402) (17,155) (9,080) (14,222) (3,820) Non-current liabilities 5,296 4,860 3,254 5,641 6,964
Exes;gi:tion and amortization 2,473 4,853 7,356 3,961 4,220 Sources of Fund 179,916 179,657 171,391 190,450 201,431
PPE, Tangible Assets, Intangible
EBIT 25,875 -22,008 -16,436 -18,183 8,039 assets 9 9 9,259 12,202 12,609 19,532 23,149
Finance costs 394 233 242 1 1 Investment in JV, associates 2,233 2,518 338 2,838 5,338
Other income 2,901 4,097 5,477 2,224 1,076 Other non-current assets 60,974 25,075 36,807 25,533 25,663
Profit before share of Cash and cash equivalent 52,020 70,395 52,462 48,576 35,089
associates/JV, exceptional items -23,368 -18,144 -11,201 -15,959 -6,965
and tax Other current assets 55,430 69,468 69,175 94,373 113,175
2?:0'3 ;lgmt /(loss) of 459 125 2,648 200 100 Application of Fund 179916 179,658 171,391 190,852 202,413
i Source: Company, JM Financial
Restated loss before exceptional 5357 18269  .13849  -16,159 -6,865 pany
items and tax
Exceptional items -24 - -60 - -
Restated loss before tax -23,851 -18,269 -13,909 -16,159 -6,865
Total Tax expense 13 336 321 - -
Restated Loss for the year from : } R } }
discontinued operation
5::'[‘““ Profit/(Loss) for the 23964  -18605  -14230 16159  -6,865
Less: Non-controlling interests -35 -6 -54 - -
PAT -23,929 -18,599 -14,176 -16,159 -6,865
Source: Company, JM Financial
Cash Flow (INR mn) Ratios
YE March FY22A  FY23A  FY24A  FY25E  Fyzee  Y/EMarch FY22A  FY23A  FY24A  FY25E  FY26E
- Valuations
Cash flow from operating
activities: EPS (INR) (36.9) (29.3) (22.3) (25.4) (10.8)
Restated loss before tax from BVPS (INR) 218 205 210 184 173
P/E (x) (10.0) (12.6) (16.5) (14.5) (34.2)
- Continuing operations (23,851) (18,269) (13,909) (16,159) (6,865) P/BV (x) 17 18 18 20 21
i i P/Revenue (x; 4.7 3.0 23 2.0 1.6
OP‘?’alt'”'? loss before working 1, 365 (1,411) 2,462 (2,682) 1,860 ®
capital changes PIGMV (%) 27 1.8 1.3 1.1 0.8
Cash used in operations (10,884) 5,078 3,317 (2,906) 1,339 Dividend
DPS (INR) - - - - -
Income taxes (net of refunds) 1,479 1,762 321 - - )
Yield (%) - - - - -
Net cash (outflow) from P t (% _ _ R R R
operating activities (A) (12,363) 3,316 2,996 (2,906) 1,339 ayout (%)
: Margin (%)
Net cash inflow / (outflow) from
investing activities (B) (54,886) 26:255 @3.701) 10,347 (0.823) Contribution 30.1 48.2 55.5 52.7 533
Net cash inflow / (outflow) from 80,535 (11,123) 17,025 12 @ EBITDA (47.0) (21.7) 9.1) (12.4) (2.6)
financing activities (C )
Net increase{decrease) in cash EBIT (52.0) (27.8) (16.5) (15.8) (5.4)
and cash equivalents (A+B+C) 13286 18448 (3,680) 7452 (8487)  ppg (48.1) (23.5) (142) (14.1) 6)
Cash and cash equivalent at the 454 13,789 32,260 28,580 36032  As%of GMV(%)
beginning of the year .
Contribution 0.17 0.29 0.30 0.28 0.28
Effect of exchange differences 49 23 EBITDA 027 0.13 -0.05 .0.07 -0.01
g:;ho?r;gecazzrequwalent at the 13,789 32,260 28,580 36,032 27.545 EBIT -0.30 -0.17 -0.09 -0.08 -0.03
¥ PAT -0.28 -0.14 -0.08 -0.07 -0.02
Source: Company, JM Financial i
pany Return ratio (%)
RoAE (23.1) (13.7) (10.8) (12.9) (6.0)
Growth (%)
Revenue 77.5 58.9 26.2 15.1 29.7
GMV 113.2 54.4 38.1 19.2 283
AAU 25.0 15.0 18.0 15.0 14.0
GMV / MTU (INR) - Ticket size 57.9 14.0 18.8 10.0 11.0
Networth 116.6 (8.0 2.4 (12.1) (5.9

Source: Company, JM Financial
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Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India.
Board: +91 22 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com
Compliance Officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: sahil.salastekar@jmfl.com
Grievance officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: instcompliance@jmfl.com

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

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than
15% for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial
Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and
certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any
assurance of returns to investors.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies)
covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

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 JM Financial Institutional
Securities and/or its affiliated company(ies) 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 report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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