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On path to become global ad-tech

behemoth May 15, 2023
Rating TP (Rs) Up/Dn (%)
Affle reported decent performance in Q4FY23 with BUY 1,372 49

EBITDA margin expansion, strong and steady growth in
emerging markets.

Market data

Current price Rs 921
Revenue at INR 3,558 Mn, +12.9% yoy / -5.4% qoq Market Cap (Rs.Bn) ®Rs Bn) 123
EBITDA at INR 803 Mn, +22.1% yoy / -10.8% qoq Market Cap (US$ Mn) US$ Mn) 1,494
Face Value Rs 2
EBITDA margin at 20% vs 18.6% / 21.4% in Q4FY22 / Q3FY23 &, eeks High/Low Rs 1369.25 / 866.5
EBIT at INR 581 Mn, +17.7% yoy / -13.1% qoq Average Daily Volume (000) 284
2752
EBIT margin at 16.2% vs 15.6% / 17.8% in Q4FY22 / Q3FY23 -0 >4275
Bloomberg AFFLE.IN

Reported PAT at INR 624 Mn, -9.2% yoy / -9.7% qoq Source:Bloomberg

Reported EPS at INR 4.7 vs 5.16 / 5.2 in Q4FY22 / Q3FY23

One Year Performance
Normalized PAT stood at INR 624 Mn, +18.4% yoy / -9.7% qoq 150
Normalized EPS stood at INR 4.7 vs 4.0 / 5.2 in Q4FY22 / 130

Q3FY23. 10
Converted Users in CPCU business stood at 62.5 Mn vs 56.6
Mn / 67.8 Mn in Q4FY22 / Q3FY23 90

Average CPCU rate stood at INR 51.2 in Q4FY23 vs INR 51.1 / 7'3 y 2 A '22 N '22 - 623 " T -
51.0 in Q4FY22 / Q3FY23 ayae Augmes Towes Febmes Ay

Affle India Ltd Nifty Index
Source: Bloomberg

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E

Net sales 5,168 10,817 14,340 17,261 21,320 % Shareholding ~ Mar-23  Dec-22
EBITDA 1,297 2,131 2,888 3,654 4,446 Promoters 59.89 59.89
Adjusted net profit 1029 1,843 2452 3238 4,062 Public 40.05  40.05
Free cash flow 1,061 1,540 1,843 2,731 3,907 Total 100 100
EPS (Rs) 10 17 18 24 30 source: BSE

Growth (%) 950 640 100 320  25.0

Adjusted EPS (Rs) 77 138 184 243 305

Growth (6 480 790 330 320 250

P/E (x) 90.2  55.1 500 379 302

P/B (x) 34.1 10.4 8.6 7.0 5.7

EV/EBITDA (x) 942 554 398  30.8 245

ROCE (%) 197 129 135 147 155

ROE (%) 378 189 172 185 189

Source: Dalal & Broacha Research, Company
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Conference Call Key Highlights

The macro headwinds from Fintech and entertainment
impacted the developed markets (US and Europe). The
headwinds should continue for a couple of quarters, but with
the focus on new strategies for the developed markets should
lead to a better H2 of FY24. The addressable market is very
large for developed markets and Affle still has small footprint.

They have recently introduced all their use cases on the
connected TV product. This should strengthen their
competitive advantage as the only CPCU model connected TV
platform for advertising. This should result in greater growth
from Q2FY24 onwards.

Their First mover advantage on Apple I0S scan advertising
product has been further fortified with the rollout of Apple app
store related multiple touch points thus providing a
differentiated product for I0S scans and apple app store. They
are also working on app store related touch points with other
OEM’s on android also. These initiatives should drive growth
for their CPCU business across all the markets from Q2FY24.

The management continue to invest in their organic business
while actively looking for inorganic acquisition for acquiring
deeper access to customers first party data in high growth
vertical like gaming.

India and emerging markets (which account for 81%+ of
business) delivered a solid revenue growth of 20% barring for
the developed markets which has a lower contribution. The
growth momentum for the global emerging market should
continue along with margin expansion.

The reduction of the inventory and data costs led to an EBITDA
margin expansion of 138 bps YoY. The margins contracted by
138 bps goqg, as Q3 is generally the highest quarter due to
seasonality while the costs of operations in Q4 remain broadly
in par with Q3.

The management remains confident of the long term tailwinds
with the digital spends in china have reached above 80% of
total advertising spends while India is still at around 30%
levels. India & other emerging markets should continue deliver
20-25% growth in FY24.

The focus on connected TV and IOS market should deliver
growth both in topline and margins going ahead.
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Quarterly Performance Analysis

Exhibit 1

Particulars QIFY22 Q2FY22 Q3FY22 Q4FY22 FY22 AQIFY23 Q2FY23 Q3FY23 Q4FY23 FY23
Converted Users (Mn) 31.5 48.7 58.5 56.6 195.3 61.9 64.7 67.8 62.5 256.9
Q-0-Q Growth (%) 6.42 54.60 20.12 -3.25 0.00 9.36 4.52 4.79 -7.82 0.00
Y-0-Y Growth (%) 85.29 7331 91.18 91.22 85.47 96.51 32.85 1590 1042 31.54
Average CPCU (INR) 42.0 51.3 51.8 51.1 49.1 52.1 51.0 51.0 51.2 51.3
Q-0-Q Growth (%) 269 22.14 0.97 -1.35 0.00 1.96 -2.11 0.00 0.39 0.00
Y-0-Y Growth (%) 244 2730 2634 2494 20.22  24.05 -0.58 -1.54 0.20 4.64
CPCU Revenue (Mn) 1323 2498 3030 2892 9579 3225 3300 3458 3200 13185
Q-0-Q Growth (%) 9.28 88.84 21.29 -4.56 0.00 11.50 2.32 4.79 -7.46 0.00
Y-0-Y Growth (%) 89.81 120.61 141.54 138.90 12297 143.76 32.08 14.11 10.64 37.64

Source: Dalal & Broacha Research, Company

Exhibit 2 — Quarterly Trend of CPCU and non-CPCU business

Consumer Platform QIFY22 Q2FY22 Q3FY22 Q4FY22 FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 FY23
CPCU 1,323 2,501 3,034 2,882 9,740 3,202 3,271 3,435 3,180 13,089
Q-0-Q (%) 9.31 89.10 21.30 -5.00 0.00 I11.10 2.16 5.02 -7.42

Y-0-Y (%) 16.79 9939 150.74 13820 126.75 142.09 30.78 13.23 10.35 34.39
non-CPCU 183.8 229.4 329.6 240.4 983.2 248.4 250.0 302.8 349.4 1,150.7
Q-0-Q %) 4.41 24.80 43.71 -27.06 0.00 3.33 0.63 21.11 15.41 0.00
Y-0-Y (%) -6.58 2.01 87.26  36.59 26.07 35.18 9.00 -8.14 4534 17.03
Total Consumer Platform 1506 2731 3363 3122 10722.9 3451 3521 3738 3530 14239.4
Q-0-Q %) 8.69 -46.20 123.27 14.35 0.00 10.51 -67.16 8.33 0.24 0.00
Y-0-Y (%) 13.33 8459 142,68 12529 111.28 129.05 28.95 11.14 13.04 32.79

Source: Dalal & Broacha Research, Company
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Affle (India) Ltd.

Quarterly Deviation Sheet

DALAL & BROACHA STOCK BROKING PVT LTD

Q4

YE March (Rs. mn) FY23
Net Sales (INR Mn) 3,558
Other operating income 26
Less:

Inventory and Data Costs 2,163
Employees Remuneration & Benefits 493
Administrative & Other Expenses 212
Total Operating Expenditure 2,868
EBITDA 716
Less: Depreciation 136
EBIT 581
Less: Interest 31
Add: Other income 149
Profit Before Tax 699
Adjusted Profit Before Tax 699
Less: Total Tax 75
Minority Interest -1
Reported PAT 624
Adjusted PAT 624
Reported Diluted EPS (Rs.) 468

Adjusted Diluted EPS (Rs.) 4.7

No of Shares Diluted (mn) 133.3
Margin Analysis %

EBIT Margin 16.2%
EBIDTA Margin 20.0%
NPM 17.4%
Adjusted NPM 17.4%
Effective Tax Rate % 10.7%
Cost Analysis %

inventory & Data Costs/Net Sales 60.8%
Employee Cost/Net Sales 13.9%
SG&A/Net sales 5.9%

B change
FY23 %
3,761  (5.4%)
0

2,281 (5.2%)
483 2.1%
193 9.4%
2,957 (3.0%)
804 (10.8%)
135 0.2%
668 (13.1%)
32 (3.1%)

165  (9.6%)

801 (12.8%)

801 (12.8%)

110 (31.8%)
1

691 (9.7%)

691 (9.7%)

5.19 (9.7%)
5.2 (9.7%)
133.3
Change
in bps
17.8% (156)
21.4% (138)
18.4% (98)
18.4% (98)
13.7% (299)
Change
in bps
60.7%" 14
12.8% 102
5.1% 81

FY(2242 c:a:t;e
%
3,151 12.9%
3
1,996 8.4%
424 16.3%
147  44.3%
2,567 11.7%
587 22.1%
93 454%
493 17.7%
16 91.8%

290 (48.7%)
767 (8.9%)
763  (8.4%)

75  (0.4%)
2
688 (9.2%)
527 18.4%
5.16 (9.2%)
4.0 18.4%
133.3
Change
in bps
15.6% 56
18.6% 138
21.8% (439)
16.7% 70
9.8% 92
Change
in bps
63.4% (256)
13.5% 40
4.7% 129
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Valuation & Outlook

At the current level of INR 920, the stock is trading at 38x / 30x FY24e / FY25e EPS. The global
headwinds in the developed market should quickly turnaround from Q2FY24 onwards, Affle’s focus
on connected TV, I0S market and internal optimization should help improving their margins and
deliver growth going forward.

Management indicated that the emerging markets should continue to grow at 20-25% in FY24, along
with the normalization of macroeconomic concerns in the developed markets should bode well for
Affle as companies will continue to spend for user conversions.

The continued focus on the organic business and on inorganic acquisitions from high growth
emerging verticals going forward should help Affle to continue growing at a steady and strong pace.

Given the headwinds in the developed markets for the next couple of quarters, we reduce our applied
target multiple from 50x FY25e to 45x FY25e. However, we remain optimistic about the future growth
prospects of the company and given the high industry growth rate coupled with Affle’s strong
fundamentals we maintain a BUY rating on the stock with a target price of INR 1,372 valuing
the company at 45x PE multiple on FY25E earnings.
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Financials

Profit & Loss Statement
YE March (Rs. mn) FY21 FY22 FY23E FY24E FY25E
Revenue from Operatior 5,168 10,817 14,340 17,261 21,320
% Growth 54.8 109.3 32.6 20.4 23.5
Operating Expenses
Inventory and Data Costs 2,977 6,789 8,843 10,437 13,070
Employee Benefit Expense 540 1,296 1,872 2,260 2,668
Other Expenses 354 600 736 911 1,136
Total Operating Expense 3,871 8,685 11,452 13,608 16,874
EBITDA 1,297 2,131 2,888 3,654 4,446
Growth (%) 47.5 64.4 35.5 26.5 21.7
EBITDA Margin (%) 25.1 19.7 20.1 21.2 20.9
Less: Depreciation 197 324 494 583 583
EBIT 1,100 1,807 2,393 3,071 3,863
Growth (%) 47.5 64.3 32.5 28.3 25.8
EBIT Margin (%) 213 16.7 16.7 17.8 18.1
Interest Paid 36 12 114 9 7
Other Income 415 716 544 690 853
PBT 1,479 2,511 2,823 3,753 4,709
Tax Expenses 120 285 371 515 647
Net Profit 1,359 2,226 2,452 3,238 4,062
Adjust PAT 1,029 1,843 2,452 3,238 4,062
Growth (%) 57.4 79.1 33.1 32.1 254
APAT Margin (%) 19.9 20.6 17.1 18.8 19.1
EPS 10‘ 17 18 24 30
Growth (%) 95.2 63.8 10.2 32.1 254
Adj. EPS 8 14 18 24 30
Growth (%) 47.8 79.1 33.0 32.1 254
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Financial Ratio Analysis

YE March (Rs. mn) FY21 FY22 FY23E FY24E FY25E
Profitability Ratios

ROE (%) 37.84 18.87 17.21 18.52 18.85
ROCE (%) 19.68 12.92 13.50 14.68 15.50
ROA (%) 11.78 8.67 8.02 9.29 10.05

Financial Leverage Ratios

Debt / Equity (x) 0.3x 0.1x 0.1x 0.1x 0.0x
Interest Coverage (x) 36x 180x 25x 428x 598x
Interest / Debt (%) 3 1 11 1 1

Asset Turnover Ratios
Debtors (Days) 118 106 105 105 105
Creditors (Days) 76 79 79 79 79

Valuation Ratios

Book Value (Rs.) 27 89 107 131 162
P/E (x) 90 55 50 38 30
P/BV (x) 34 10 9 7 6
EV/EBITDA (x) 94 55 40 31 25
Market Cap. / Sales (x) 24 11 9 7 6
Net Cash / Mkt Cap %) 0 4 6 8 11
Dividend Yield %) 0 0 0 0 0
Dividend Per Share 0 0 0 0 0
EV

Market Cap 1,22,590 1,22,590 1,22,590 1,22,590 1,22,590
Net Cash 460 4562 7735 10102 13567
Net Debt -460 -4562 -7735 -10102 -13567
Dividend Payout Ratio (%) - - - - -
Current Market Price 920 920 920 920 920
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

| Balance Sheet

Particulars FY21 FY22 FY23E FY24E FY25E
EQUITY

Equity Share Capital 255 267 267 267 267
Other Equity 3,337 11,527 13,979 17,217 21,279
Total Equity 3,592 11,794 14,246 17,484 21,546
LIABILITIES

Non-Current Liabilities
Financial Liabilities

Borrowings 893 891 543 493 443
Other Non-Current Financial Liabilities 1,067 1,218 2,917 2,917 2,917
Long-Term Provisions 16 18 16 16 16
Deferred Tax Liabilities (net) 15 61 2 2 2
Lease Liabilities 7 - 7 7 7
Total Non-Current Liabilities 1,998 2,188 3,485 3,435 3,385

Current Liabilities

Contract Liabilities 59 41 8 8 8
Financial Liabilities
Borrowings 275 593 543 493 443
Trade Payables
Dues of small enterprises 4 42
Others 1,256 2,517 3,294 3,915 4,854
Lease Liabilities 11 2 11 11 11
Other Financial Liabilities 242 788 749 904 1,067
Short-Term Provisions 12 31 12 12 12
Liabilities for Current Tax 26 69 45 62 78
Other Current Liabilities 52 204 51 51 51
Total Current Liabilities 1,936 4,288 4,713 5,455 6,524
Total Equity and Liabilities 7,526 18,269 22,444 26,375 31,455

Non-Current Assets
Property Plant & Equipment

Gross Block 223 559 1,308 1,908 2,508
Less: Depreciation 210 535 1,029 1,612 2,194
Net Block 13 24 279 296 314
Investment in Associates 1,345 1,345 1,345 1,345
Right of Use Assets 19 2 19 19 19
Goodwill 3,149 6,163 6,163 6,163 6,163
Other Intangible Assets 425 804 965 1,158 1,389
Intangible Assets Under Development 403 422 717 863 1,066
Financial Assets

Investments 996 0 500 750 1,000

Loans 13 50 13 13 13
Total Non-Current Assets 5,018 8,811 10,001 10,608 11,310

Current Assets

Contract Asset 527 758 860 1036 1279
Financial Assets
Trade Receivables 1,079 2,347 3,104 3,736 4614
Cash and Cash Equivalents 491 3,163 8,321 10,338 13,453
Other Bank Balances 141 2,883
Loans 21 12 29 173 213
Other Financial Assets 179 47 60 416 517
Current Tax Assets (Net) - 29
Other Current Assets 69 220 69 69 69
Total Current Assets 2,507 9,458 12,443 15,767 20,145
Total Assets ] 7,525 18,269 22,444 26,375 31,455
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

| Cash Flow Statement

Particulars FY21 FY22 FY23E FY24E FY25E
PAT 1,359 2,226 2,452 3,238 4,062
Less: Non Operating Income -415 -716 -544 -690 -853
Add: Depreciation 197 324 494 583 583
Add: Interest Paid 36 12 114 9 7
Operating Profit before WC Changes 1,177 1,846 2,517 3,139 3,799
(Inc)/Dec in Current Assets -818 -1,537 -710 -1,307 -1,263
Inc/(Dec) in Current Liabilities 660 2,352 425 742 1,069
Net Cash Generated From Operations 1,019 2,660 2,232 2,574 3,604
Cash Flow from Investing Activities

(Inc)/Dec in Fixed Assets -2,547 -3,748 -1,205 -939 -1,034
(Inc)/Dec in Investment (Strategic) -978 1,013 -517 -250 -250
(Inc)/Dec in Investment (Others) - -37 37 - -
Add: Non Operating Income Income 415 716 544 690 853
Net Cash Flow from Investing Activities -3,110 -2,056 -1,141 -499 -432
Cash Flow from Financing Activities

Inc/(Dec) in Total Loans 1,562 149 1,351 -50 -50
Inc/(Dec) in Other Liabilities 3 41 -54

Inc/(Dec) in Equity -59 5,976 -0 0 0
Dividend Paid

Tax Paid on Dividend
Other Financing Activities

Less: Interest Paid -36 -12 -114 -9 -7
Net Cash Flow from Financing Activities 1,470 6,154 1,183 -59 -57
Net Inc/Dec in cash equivalents -622 6,758 2,275 2,017 3,115
Opening Balance 1,265 632 6,046 8,321 10,338
_Closing Cash and Cash Equivalents ' 643 6,046 8,321 10,338 13,453

Free Cash Flow Statement

INR Mn FY21 FY22 FY23E FY24E FY25E
EBITDA 1,297 2,131 2,888 3,654 4,446
FC Investment 199 734 1,205 939 1,034
WC Changes -158 814 -285 -565 -195
Depreciation Tax Shield 16 37 65 80 80
Tax Expenses 105 285 380 501 611
FCFF 1,061 1,540 1,843 2,731 3,907

Source: Dalal & Broacha Research, Company
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

|
Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186)
was established in 1997 and is an integrated financial services player offering an extensive range of financial
solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual funds
to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of
India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and
is engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and
financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any
stock exchange with whom it is registered in any time in the past. It has not been debarred from doing business
by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by
SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued
advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the
views expressed in this report accurately reflect his or her personal views about the subject company or
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company
at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% | No
or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past twelve
months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that
are the subject of this material. Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that
may be inconsistent with the recommendations expressed herein.
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Affle (India) Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give
rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other
important information regarding our relationships with the company or companies that are the subject of this
material is provided herein. 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 D&B or
its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this
document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any
financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated,
this message should not be construed as official confirmation of any transaction. No part of this document may
be distributed in Canada or used by private customers in United Kingdom. All material presented in this report,
unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of D&B. All trademarks, service marks and logos used in this report are trademarks
or registered trademarks of D&B or its Group Companies. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination,
distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure
that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by
Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and completeness
cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173, Fax: 91-22-2287 0092

E-mail: equity.research@dalal-broacha.com
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