Technology Sector Q2FY25 Result Update

IndiaMART InterMESH Ltd. BUY Choice

Margins to align with leverage inherent in the business

IndiaMart InterMesh reported consolidated Q2FY25 revenue from operations at
INR3,477mn, up 18.0% YoY. The growth in revenue was primarily driven by 4%
increase in paying subscription suppliers and 14% improvement in ARPU. The number
of subscription-paying suppliers increased to ~218,000, up 0.9% sequentially/ 3.8% CMP (Rs.) 3,018
YoY. Consolidated collections grew 6% YoY to INR3,560mn in Q2FY25. Deferred Target Price (Rs.) 3,252
revenue rose 19% YoY to INR14.8bn, which should support revenue growth in FY25g. _Potential Upside (%) 7.8
Consolidated cash generated from operations stood at INR1,030mn for Q2FY25 “CMPas 18" 0ct2024

Oct 21, 2024

(represents 29% of collections). Company Info
BB Code INMART IN Equity
* Standalone collections trajectory has been 15-20% for past few quarters. However, gy INE933501016
this quarter saw a modest increase of only 5%. This slowdown was possibly due to Face Value (Rs.) 10
cert.an.w .challenges. in sales .execu'.uon. Despite this dip, management remains 52 Week High (Rs.) 3.198.95
optimistic, suggesting that this decline may be an anomaly and that growth levels
. . 52 Week Low (Rs.) 2,229.05
could return to their usual range. Company added ~2,400 customers in Q2 and
. .. . . . Mkt Cap (Rs bn.) 180.99
continues to see more than anticipated churn in silver category, while gold and
platinum customers continue to have a very low churn and grow healthily in terms of L6 Gy (Pl 2
Shares o/s /Float (mn.) 59.9/51

numbers and ARPU. IndiaMart registered traffic of 287mn and unique business
enquiries of 28mn in Q2FY25. Supplier Storefronts grew to 8.1mn, an increase of 5%  FY24EPS(Rs.)
YoY. Company continues to make investment and undertake measures to enhance _FY27E EPS (Rs.) 115.0
customer experience and improve retention, as well as drive a deeper penetration in
the paying customers.
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Shareholding Pattern (%)
Sep-24 Jun-24 Mar-24

. . . . . P t 49.21 49.21 49.21
= Standalone Adj. EBITDA margins reached a strong 38%, driven by organic operating romoters
L e L FIlI's 23.86 23.37 23.08
leverage, cost optimization initiatives, and lower customer acquisition expenses. -
These margins have been elevated in recent quarters due to slower growth, which Rle g il Ui
Public 14.83 15.61 17.11

has limited the company’s ability to expand its net customer base significantly.
However, they project sustainable margins for FY25E to be in the range of 34-35%, Relative Performance (%)

rather than the 37-38% levels. This normalization will be supported by continued YTD 3Y 2Y 1y
operating leverage and lower sales and marketing costs. Additionally, upcoming wage  BSEIT 18.6 48.5 32.1
hikes in Q3FY25E are expected to impact margins. Currently, the collection to cash  IndiaMart (34.4) 33.8 8.0

flow ratio has been trending between 35% and 40%, but this quarter, it has dropped
to around 33%. Therefore, the collection to cash flow ratio serves as a leading Rebased Price Performance
indicator of margin performance.
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= BUSY has done a net billing of INR171mn in Q2 representing a 17% YoY. The revenue |1q9

from operations have grown by 19% YoY to INR153mn. The deferred revenue and | 80 -
advances have grown by 40% YoY to INR533mn. The EBITDA for the quarter stood at | 60 -
INR1Imn representing a 0% margin. There were a total of about 8,000 new licenses ‘2‘8 i
that were sold to customers during the quarter, taking the total licenses sold count to 0

3,81,000 at the end of Q2. Management is focused on growing its new customer base NIV TS S
and increase the overall growth rate in coming quarters. S s E(" E g 8 Ez" 2 g k= f} 3 g
IndiaMART InterMESH Ltd. BSEIT

Valuation: IndiaMart continues to make investments in strengthening their organization
to leverage the growth opportunities. Growth will be driven by new sales, service and
marketing head, focus on tierl and tier 2 suppliers and ARPU growth in gold and
platinum segment. We have introduced FY27E and expect Revenue/EBITDA/PAT to grow
at a CAGR of 18.7%/28.1%/27.8% respectively over FY24-FY27E. We maintain our BUY
rating to arrive at a revised TP of INR3,252 implying a P/E of 35x on FY27E EPS of INR115.
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Sequential Operating Performance

Operating Metrics

Revenue (in USD Mn) 2,821 2,947 3,053 3,147 3,313 3,477
QoQ growth (%) 4.9 4.5 3.6 3.1 5.3 5.0
YoY growth (%) 25.6 22.4 21.4 17.1 17.4 18.0
Total Traffic (Mn.) 254 288 272 269 267 287
QoQ growth (%) 0.8 13.4 -5.6 -1.1 -0.7 7.5
YoY growth (%) -1.2 10.3 8.8 6.7 5.1 -0.3

Indian Supplier Storefronts

(Mn.) 8 8 8 8 8 8
QoQ growth (%) 1.3 1.3 1.3 1.3 1.3 1.3
YoY growth (%) 5.6 5.5 5.4 5.3 5.3 5.2
Paying Subscription Suppliers 208 210 212 214 216 218
(Thousands.)

QoQ growth (%) 2.5 1.0 1.0 0.9 0.9 0.9
YoY growth (%) 16.2 11.7 9.3 5.4 3.8 3.8
Total Products Live (Mn.) 98 102 104 108 110 113
QoQ growth (%) 3.2 4.1 2.0 3.8 1.9 2.7
YoY growth (%) 14.0 17.2 15.6 13.7 12.2 10.8
Registered Buyers 175 182 187 194 198 202
QoQ growth (%) 2.9 4.0 2.7 3.7 2.1 2.0
YoY growth (%) 13.6 13.8 13.3 14.1 131 11.0
Last 12 months active buyers 37 37 38 39 40 41
% of registered buyers 21.1 20.3 20.3 20.1 20.2 20.3
Unique Business Enquiries 2 24 23 24 25 )8
(Mn.)

QoQ growth (%) - 9.1 -4.2 4.3 4.2 12.0
YoY growth (%) - 4.3 4.5 9.1 13.6 16.7
Business Enquiries Delivered 123 137 127 133 128 127
(Mn.)

QoQ growth (%) - 11.4 -7.3 4.7 -3.8 -0.8
YoY growth (%) 7.0 12.3 6.7 8.1 4.1 -7.3
Annualised Revenue Per

Paying Subscriber 52 54 55 56 58 61
(Thousands.)

QoQ growth (%) 1.8 3.9 2.9 1.5 4.5 4.1
YoY growth (%) 8.2 9.9 11.5 10.5 134 13.6
Total Number of Employees 4,821 5,066 5,186 5,384 5,729 5,923

Source: Company, CEBPL
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CEBPL Estimates vs Actual for Q2FY25

::‘;I':m:m Ll Q2FY25| Q2FY24|  YoY(%) Q1FY25| QoQ (%) CEBPLEst

Revenues (INR mn.) 3,477 2,947 18.0 3,313 3,446

Employee Cost 1,474 1,324 11.3 1,432 2.9

Gross Profit (INR mn.) 2,003 1,623 23.4 1,881 6.5 1,912 4.7
Gross Margin (%) 57.6 55.1 253 bps 56.8 83 bps 55.5 211bps
Other costs 657 823 (20.2) 686 (4.2)

Depreciation 82 80 2.5 81 1.2

EBIT (INR mn.) 1,264 720 75.6 1,114 13.5 1,027 23.1
EBIT Margin (%) 36.4 24.4 1192 bps 33.6 273 bps 29.8 655 bps
Other Income 655 346 89.3 532 231

Finance Cost 19 23 (17.4) 20 (5.0)

PBT (INR mn.) 1773 933 90.0 1514 17.1

Tax 422 239 76.6 374 12.8

Adj. PAT (INR mn.) 1,351 694 94.7 1,140 18.5 1,037 30.2
Basic EPS (INR) 22.5 11.4 98.4 19.0 18.6 17.3 30.4

Source: Company, CEBPL

Change in estimates

FY25E FY26E FY27E
Income Statement

i T T = =

Revenues 14,159 14,111 -0.3% 17,725 16,513 -6.8% 20,007
Gross Profit Margin (%) 57.0% 56.7% (30) bps 56.1% 57.5% 140bps 57.9%
EBIT 4,283 4,798 12.0% 5,061 5,160 2.0% 6,412
EBIT Margin (%) 30.3%  34.0% 375 bps 28.6% 31.3% 270bps 32.1%
EPS 77.0 85.0 10.4% 94.1 92.9 -1.2% 115.0

Source: Company, CEBPL
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Paying Subscribers on upward trend
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Revenue growth expected to stay strong as subscribers increase
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Financial Summary (Consolidated in INR Mn.)

Income Statement (INR Mn.) FY23 FY24 FY25E FY26E

Revenue 9,854 11,968 14,111 16,513

Gross profit 5,607 6,527 8,001 9,495

EBITDA 2,679 3,314 5,150 5,614

Depreciation 311 365 353 454

EBIT 2,368 2,949 4,798 5,160

Other income 1,805 2,106 2,469 2,774

Interest expense 81 89 85 99

PBT 3,713 4,562 7,007 7,660

PAT 2,838 3,340 5,158 5,639

EPS (RS.) 46.3 55.0 85.0 92.9

Balance Sheet (INR Mn.) FY23 FY24 FY25E FY26E

Tangible fixed assets 130 160 168 176 184
Goodwill & intangible assets 5,403 5,205 5,205 5,205 5,205
Investments 27,834 27,459 30,078 32,952 36,107
Cash & Cash equivalents 581 848 775 763 758
Other non-current assets 163 183 201 221 244
Other current assets 335 631 665 725 793
Total assets 34,446 34,486 37,091 40,043 43,291
Shareholder's funds 20,585 17,361 18,908 20,600 22,693
Minority interest - - - - -
Borrowings - - - - -
Lease liabilities 459 406 406 406 406
Other non-current liabilities 4,961 6,158 6,687 7,175 7,532
Other current liabilities 8,441 10,561 11,090 11,862 12,659
Total equity & liabilities 34,446 34,486 37,091 40,043 43,291
Cash Flows (INR Mn.) FY23 FY24 FY25E FY26E

Cash flows from Operations 4,759 5,592 4,132 4,597 5,351
Cash flows from Investing (3,240) 1,624 (375) (421) (204)
Cash flows from financing (1,433) (6,949) (1,537) (1,794) (1,815)
Ratio Analysis FY23 FY24 FY25E FY26E

Growth Ratios (%)

Revenues 30.8 215 17.9 17.0 21.2
Gross Profit 15.4 16.4 22.6 18.7 22.0
EBITDA (13.0) 23.7 55.4 9.0 24.0
EBIT (20.0) 24.6 62.7 7.6 243
Margin Ratios (%)

Gross Profit Margin 56.9 54.5 56.7 57.5 57.9
EBITDA Margin 27.2 27.7 36.5 34.0 34.8
EBIT Margin 24.0 24.6 34.0 31.3 32.1
Profitability (%)

Return on equity 13.8 19.2 27.3 27.4 30.7
Return on invested capital 7.2 9.5 14.2 14.0 16.0
Return on capital employed 8.6 12.2 18.3 18.1 20.4
Valuation

OCF / Net profit (%) 1.7 1.7 0.8 0.8 0.8
EV / EBITDA (x) 4.9 47.8 30.8 28.2 22.8
Book Value per share (x) 337.2 286.8 312.4 340.3 374.9
Free Cash flow yield (%) 34.8 3.4 2.4 2.6 3.0

Source: Company, CEBPL
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Historical recommendations and target price: IndiaMART InterMESH Ltd.
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2900 ~ 4.21-01-2023 Add, Target Price: 5,059
2700 ~ 5.03-05-2023 Outperform, Target Price: 6,550
2500 + 6.23-07-2023 Add, Target Price 3,434
2300 A 7.25-09-2023 Add, Target Price 3,125
2100 - 8.28-10-2023 Add, Target Price 3,135
1900 ~ 9.19-01-2024 Add, Target Price 2,620
1700 - 10.18-03-2024  Buy, Target Price 2,620
1500 T T T T T T T T T T T 1 11.02-05-2024  Buy, Target Price 2,985

S & &8 &8 & &8 ¥ 8 ¥ ¥ /8% §8 +H

113 8 _$ é_ S go 43 $ _g é_ g go *33 12.31-07-2024  Buy, Target Price 3,480

© a = < = < ©0 a &« < = I 0 13.21-10-2024  Buy, Target Price 3,252
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CHOICE RATING DISTRIBUTION & METHODOLOGY
OUTPERFORM  The security is expected to generate more than 25% returns over the next 12 months
BUY The security is expected to generate greater than 5% to less than 25% returns over the next 12 months
REDUCE The security expected to show downside or upside returns by 0% to 5% over the next 12 months
SELL The security expected to show Below 0% next 12 months
Disclaimer

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited-Research Analyst - INHO00000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B Nagar, Andheri(East), Mumbai 400099. Tel. No.
022-6707 9999

Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310

Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification from NISM in no way guarantee

performance of the intermediary or provide any assurance of returns to investors

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE” Limited. The
Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon various factors, which may
include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such information. Any
person

placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives markets may be
subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives, financial
situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views and/or opinions and
should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL nor any solicitation or offering
of any investment

/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment
guide

for the readers. No action is solicited based upon the information provided herein. Recipients of this “Report” should rely on information/data arising out of their own
Study/investigations. It is advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments.
This ‘Report’ has been prepared on the basis of publicly available information, internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees,
affiliates or representatives shall not be responsible for, or warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has been
taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect,
special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Yester
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
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Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject “CEBPL RE” to any registration or licensing
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Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations
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arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).
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