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SUBSCRIBE | BACKGROUND

Price Band Rs.1585-Rs. 1618 (T (Cartrade Tech) is a multi-channel auto platform with coverage and presence
Bidding Date 9-11August across vehicle types and value-added services. Its platforms operate under several
BRLM Axis, Citi, Kotak, Nomura brands: CarWale, CarTrade, Shriram Automall, BikeWale, CarTrade Exchange,
Registrar Link Intime Adroit Al:lto and AutoBiz. Through the'se pIatforms, CT enables new 'and used

automobile customers, vehicle dealerships, vehicle OEMs and other businesses to
Sector Cap. Goods: Clean Energy

buy and sell their vehicles in a simple and efficient manner. CT’s vision is to create

Minimum Retail Application an automotive digital ecosystem which connects automobile customers, OEMs,

Number of Shares 9 dealers, banks, insurance companies and other stakeholders.

Min. Application Money Rs. 14,562  petails and Objects of the Issue

Discount to retail N.A e The total issue size is Rs. 2,999 Cr constituting offer for sale of up to 1.85 Cr

Payment Mode ASBA equity shares by investors. The offer shall constitute 40.4% of the post-offer

Financials (Rs Cr) FY20 FY21 paid-up equity capital of the company.

Total Income 298 250 | |nvestment Rationale

EBITDA 40 39 e Strong growth in used vehicles industry to act as a tailwind.

Adjusted PAT 31 35 e Strong competitive positioning driven by superior customer experience, brand
Upper Band and powerful network effect.

Market Cap (Rs Cr) 7416 ° CT is the only p'rofltable player amo.ng its key competitors. N

) e (T shall monetize value added services and untapped opportunities.

Adjusted EPS* 7.7

P/E Ratio 211 ' valuation and Recommendation

EV/ EBITDA 171 T is the only profitable player in India and one of the few players internationally

Enterprise Value (Rs Cr) 6,748 in the vehicle platform space. CT owns the No.l ranked platforms in their

*Adjusted for one off tax writeback respective categories i.e. Carwale & Bikewale, which instills confidence in the

Post Issue Shareholding Pattern sustainability of its growth which is powered by this network effect. Further, with

Promoters 00% @ war-chest of Rs. 668 Cr in balance sheet, CT is well positioned and plans to
capture adjacent business opportunities such as insurance, financing, servicing of
Public 100.0% vehicles, accessories and refurbishment cum sale of cars. We believe CT offers an
attractive opportunity to participate in a new age business with a leading vehicle

Offer structure for different categories platform company at P/B of 4.2x & M.Cap/Sales of 27x. We recommend

QIB (Including Mutual Fund) 50%  SUBSCRIBE” to the issue.
Non-Institytional lnvestors Lo%
Retail 35%  Net Revenues 243 298 250
Post Issue Equity (Rs. in Cr) 45.83 Growth 23% -16%
Issue Size (Rs in Cr) 2,999  EBITDA 30 40 39
EBITDA Margins 12.1% 13.3% 15.8%
Face Value (Rs) 10 Adjusted PAT 26 31 35
Growth 21% 12%
Jehan Bhadha (+91 22 6273 8174) EPS 5.7 6.8 7.7
Sr. Research Analyst ROE 2.0% 2.3% 2.0%
jehankersi.ohadha@nirmalbang.com P/B 5.8 5.6 4.2
EV/Sales 28 23 27
Mahima Mehta (+91 22 6273 8186) EV/EBITDA 229 170 171
Research Analyst P/E 286 237 211

Source: Company data, NBRR

mahima.mehta@nirmalbang.com
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Company Background

CT (Cartrade Tech) was incorporated in April 2000. It is a multi-channel auto platform with coverage and presence across
vehicle types and value-added services. Its platforms operate under several brands: CarWale, CarTrade, Shriram Automall,
BikeWale, CarTrade Exchange, Adroit Auto and AutoBiz. Through these platforms, CT enables new and used automobile
customers, vehicle dealerships, vehicle OEMs and other businesses to buy and sell their vehicles in a simple and efficient
manner. CT’s vision is to create an automotive digital ecosystem which connects automobile customers, OEMs, dealers,
banks, insurance companies and other stakeholders.

CT’s platforms like CarWale and BikeWale are ranked number one on relative online search popularity when compared to
their key competitors during FY21, while Shriram Automall is one of the leading used vehicle auction platforms based on
number of vehicles listed for auction for the year FY20. Among CT’s key competitors, CT is the only profitable automotive
digital platform for the year FY20.

CT offers a variety of solutions across the automotive transaction value chain for marketing, buying, selling and financing of
new and pre-owned cars, two-wheelers as well as pre-owned commercial vehicles and farm and construction equipment.

Revenue streams of CT (FY21) -

1) 57% or Rs. 142 Cr revenue was generated from commission and fees from auction and remarketing services of
used vehicles for retail customers, banks and other financial institutions, insurance companies, OEMs, leasing
companies, and fleet and individual operators.

2) CT derived 36% or Rs. 88 Cr via (i) online advertising solutions on CarWale, CarTrade and BikeWale; (ii) lead
generation; and (iii) technology-based services; from OEMs, dealers and BFSI companies.

3) Inspection and valuation services for BFSI companies and OEMs formed rest of the 7% of revenue.

Car@radel==iY Svnergistic Ecosystem

Our platforms generate superior customer experiences on all sides of the trade

Consumer . Consumer
Buyers % ﬂ r '—h Sellers
Car@rade Cacarwale gikewdle ]
E3
OEMs 4 b \\
— ammp Shriram Automall e ma; !
Insurance 4 Ca r'oﬂ':gﬁigs amp Dealer 2
4 Pp .
T autobiz $
Leasing Companles < I IO / 4P Dealer 3

Source: RHP
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Investment Rationale
Strong growth in used vehicles industry to act as a tailwind

The used car market in India is relatively smaller than those of other developed countries. Decreasing replacement cycle is
expected to fuel the growth of the used car market in India. The used car market in India is expected to grow at a CAGR of at

ﬁ least 11% in the next five years, from its current size of approximately 4.4 million cars in FY20 to approximately 8.3 million
cars in FY26. Similarly the used bike market is expected to grow at 8% CAGR from 20 mn units in FY20 to 30 mn units in FY25.
N Used CVs are expected to grow faster at 7% CAGR from 1.1 mn units in FY20 to 1.6 mn units by FY25E. Approximately 90% of
o dealers are unorganized in cars, bikes and even CVs.
N Used Car Market in Mn units
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Strong competitive positioning .................

CarWale and BikeWale, both platforms owned by CT, ranked number one on relative online search popularity when compared
to their key competitors during FY21. This is a key competitive advantage for CarWale and BikeWale.

Google Trends Relative Search Interest Ower Time [(India — “Autos and YWehicles” category)!

100

. ! ri
T o SN S N
=
= [&
_= =
E =1
[-=]
& an
i) -
£ ap
=
[-F) =
=
10
h *lay 2020 1 bl 2020 1 Sep 2020 1 Mow 2020 Jan Z0E 1 Bar 2021
WWeek starting —-
Source: RHP
Google Trends — Relative Search Interest Over Time (India — “Autos and Vehicles” category)?! Bikewale
(April 2020 - March 2021), 1-100 Bikedekho
100
90 4
81
80 1 77
73
% 70 4
g .
£ 60 - 56
_
S s0 A
54
(5] 40 4 =
5 as 34 33
= 30 4 28
= 21
= 20
9
10
o
T Apr 2020 1 Jul 2020 1T Oct 2020 1 Jan 2021 T Apr 202

Week starting —>

«eeeeeneee. driven by superior customer experience, brand and powerful network effect

CT’s brands, CarWale, CarTrade, Shriram Automall, BikeWale, CarTrade Exchange, Adroit Auto and AutoBiz, are trusted brands
for automotive buyers and sellers, and enjoy a strong brand affinity. The network effects of this brands-based growth are
significant and create a positive feedback loop. More listings and more transactions lead to better brand awareness creating
network effects which in turn increases the stickiness of automotive dealers, OEMs, financial institutions, fleet owners and
other stakeholders to CT’s platforms and creates high entry barriers for new entrants.
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CT is the only profitable player among its key competitors

CT operates on an asset-light business model, operating 114 automalls, a large majority of which it leases or rents from
third parties. CT has mainly invested in building technology platforms that can manage considerably increased offerings
without requiring sizable additional investments, and its growing scale has resulted in a decrease of the share of fixed
costs. Together with its strong brands, longstanding relationships with customers, dealers and other stakeholders, and an
expanding suite of offerings, CT is creating a profitable and scalable business model. Its operating expenses have grown at a
lower rate than revenues, as it is able to leverage its operations, marketing and technology over an increasing revenue base.
This operating leverage has helped drive growth in EBITDA margins from 12.1% in FY19 to 15.8% in FY21.

Mahindra CarTrade

FY20 Financials Cars24 CarDekho First Choice Droom Tech
Gross Revenue (incl. other inc.) 3065 755 376 180 318
Less Purchase of stk in trade 2865 307 168 0 16
Changes in inventory -56 -18 -5 0 1
Revenue adj. for stk in trade 256 465 213 180 301
Ad spends 142 146 15 198 24
% of revenue 55% 31% 7% 110% 8%
Employee costs 217 339 65 42 134
% of revenue 85% 73% 31% 23% 45%
Other expenses 164 265 133 20 108
% of revenue 64% 57% 62% 11% 36%
EBITDA (incl. other inc.) -267 -284 1 -80 59
Margin -104% -61% 0% -45% 20%
PAT -285 -327 -7 -83 29
Margin -111% -70% -3% -46% 10%
Source: RHP

Monetize value added services and untapped opportunities

CT’s traffic on its platforms like CarWale, CarTrade and BikeWale, as well as its dealer base and ecosystem approach of
connecting OEMs, banks and other stakeholders, provides it with an opportunity to grow other business lines with relatively
low entry and customer acquisition costs which shall enable it to create an end-to-end marketplace that would provide a
comprehensive set of offerings for automotive customers. CT intends to increase monetization opportunities by introducing
complementary, value-added products and services to improve the experience of buying, selling and owning vehicles. For
example, CT provides vehicle buyers with dynamic, personalized and real-time financing offers from multiple financing
providers digitally through its finance platforms. CT has engaged with a select group of used car dealers, who form its CarWale
franchisee network. In some cases, CT buys and sells quality cars to such used car dealers, who then refurbish the used cars
to CT’s standards before selling to customers. To help its dealers sell the cars, CT promotes these used cars on its platforms,
thereby allowing it to provide, through the CarWale franchisee network, a curated online-offline buying experience where
customers can confidently buy used cars. CT also plans to provide vehicle servicing, automobile accessories and automobile
insurance by engaging with product and service providers who will provide these to consumers on its websites. Subject to
regulatory approvals, CT is considering diversifying into the business of financing the purchase of vehicles on its platforms.
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Concerns

Decline in individual car ownership or sudden declines in demand for certain types of vehicles due to changes in technology

Demand for cars sold through the platform may be adversely affected if demand for certain types of used cars suddenly
decline due to the introduction of innovative technologies for new cars, such as autonomous driving systems. Likewise,
actions by manufacturers or dealers may have a significant impact on demand for vehicles if they decide to offer greater
incentives for the sale of new vehicles which may in turn decline sales of used vehicles through the platform.

Increased competitive intensity

With India gaining prominence as a startup opportunity globally, many companies have entered the vehicle platform business
since 2014 including the bigger competitors like Cars 24 and Droom who, just like CT are backed by multiple marquee global
investing firms. An increase in aggression by competition fueled by large amounts of global appetite to participate in this
industry in India, could impact the positioning of CT and its profitability.

Disruptions, failures or breaches of the technology platforms

Sale and purchase of vehicles through the websites and apps is the core business of the company. Dependence on the
efficiency and uninterrupted operation of their platform, including proprietary pricing algorithms is very high. A disruption or
failure of technology platforms due to software or hardware malfunctions, system implementations or upgrades, computer
viruses, third-party security breaches, employee error, misuse, power disruptions or other causes could lead to extended
interruptions of operations.

Changes in laws and legal uncertainties

The company’s business is governed by various laws and regulations including the IT Act and the New Telecom Policy.
Unfavourable changes in or interpretations of existing, or the promulgation of new, laws, rules and regulations including
foreign investment laws could result in the company being deemed to be in contravention of such laws and may require
additional approvals. The company will incur increased costs to comply with such new requirements, which may also require
significant management time and other resources, and any failure to comply may adversely affect the business.
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Valuation and Recommendation

As there are no listed vehicle focused platform companies, we compare CT with unlisted Indian companies like Cars 24,
CarDekho and Droom and with International companies as well.

In the latest round of funding, Cars 24 is raising USD 250 Mn which shall value the company in the region of USD 1.6-2 Bn (46x
EV/Sales), as per Bloomberg reports. This is against the valuation of USD 1 Bn which the company commanded during fund
raising in Nov 2020 (EV/Sales of 29x). Also, Droom is raising USD 200 Mn in pre IPO round currently which will be valuing the
company at USD 1.2 Bn (EV/Sales of almost 50x). It is planning for an IPO in 2022.

Comparison of unlisted Indian vehicle focused platforms

CarTrade

Cars24 Cars24**  CarDekho Droom Tech
Sales adj. for stk in trade (FY20) 256 256 465 180 301
EBITDA (incl. other inc) -267 -267 -284 -80 59
Margin -104% -104% -61% -45% 20%
PAT -285 -285 -327 -83 29
Valuation Date Nov-20 Aug-21 2019 Aug-21 Aug-21
Valuation (USD Bn) 1.0 1.6 0.725 1.2 1.0
Valuation (Rs Cr) 7400 11840 5365 8880 7416
EV/Sales 28.9 46.3 11.5 49.5 24.6

** Latest round of funding talks are ongoing
Source: NBRR, Media reports

We observe that not only in India but also in the US, most vehicle focused platform companies are loss making. CT is the only
profitable player in India and one of the few players internationally. Higher growth in the automotive industry in India
compared to the US, over the coming decade also augurs well in favor of CT to command premium valuations. CT owns the
No.1 ranked platforms in the respective categories i.e. Carwale & Bikewale, which instills confidence in the sustainability of its
growth which is powered by this network effect. Further, with a war-chest of Rs. 668 Cr in balance sheet, CT is well positioned
and plans to capture adjacent business opportunities such as insurance, financing, servicing of vehicles, accessories and
refurbishment cum sale of cars. We believe CT offers an attractive opportunity to participate in a new age business with a
leading vehicle platform company at P/B of 4.2x & M.Cap/Sales of 27x. We recommend “SUBSCRIBE” to the issue.

Comparison of global vehicle focused platforms

CY20/FY21 LmMP ACV CarTrade

Figures in USD Mn Vroom Carvana Automotive Auctions Tech
Country us us us us India
Revenue 1,360 5,590 30 208 250
3Year CAGR 26% 87% 101% 95% 26%
EBITDA Margin -13.9% -4.6% -10.4% -15.7% 15.8%
ROE -62% -71% -42% -5% 2%
EV/Sales 3.3 5.2 10.4 14.0 27.0
EV/EBITDA NA NA NA NA 171
P/B 4.3 42.6 7.9 6.0 4.2
P/E NA NA NA NA 211

Source: NBRR
* CarTrade Tech numbers are in Rs Cr
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Financials
P&L (Rs. Cr) FY19 FY20 FY21
Net Revenue 243 298 250
% Growth 23% -16%
Raw Materials 0 17 1
% of Revenues 0% 6% 1%
Employee Cost 128 133 130
% of Revenues 525% 44.6% 52.1%
Other expenses 86 108 79
% of Revenues 35% 36% 32%
EBITDA 30 40 39
EBITDA Margin 12.1% 13.3%  15.8%
Depreciation 15 17 20
Other Income 24 20 32
Interest 2 3 4
PBT 35 39 47
Tax 10 8 (54)
Tax rate 27% 20% -115%
Adjusted PAT 26 31 35
% Growth 21% 12%
EPS (Post Issue) 5.7 6.8 7.7
Ratios & Others FY19 FY20 FY21
EBITDA Margin (%) 12.1% 13.3% 15.8%
PAT Margin (%) 10.7% 10.5% 14.1%
ROE (%) 2.0% 2.3% 2.0%
ROCE (%) 2.9% 3.2% 2.9%
Turnover Ratios FY19 FY20 FY21
Debtors Days 54 55 69
Inventory Days 1 0 2
Creditor Days 27 24 33
Asset Turnover (x) 0.2 0.2 0.1
Valuation Ratios FY19 FY20 FY21
Price/Earnings (x) 286 237 211
EV/EBITDA (x) 229 170 171
EV/Sales (x) 28 23 27
Price/BV (x) 5.8 5.6 4.2

&

Balance Sheet (Rs. Cr)
Share Capital

Non controlling interest
Reserve & Surplus
Networth

Other non-curr liab.
Trade payable

Other Current Liab
Total Current Liab.
Total Equity & Liab.
Fixed Assets & CWIP
Loans

Investments

Deff Tax Assets & Income’
Inventories

Other non Curr. assets
Cash & Bank

Debtors

Other Current assets
Total Assets

Cash Flow (Rs. Cr)
EBITDA

Provisions & Others
Op. profit before WC
Change in WC

Less: Tax

CF from operations
Addition to assets
(Purchase)/Sale of invst.
Interest Received

CF from Investing
Proceeds

Principal of Lease Liabiltie:
Interest Paid

CF from Financing

NIRMAL BANG
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FY19 FY20 FY21
38 38 42
56 70 82
1,193 1,224 1,638
1,287 1,333 1,762

35 47 57
18 20 22
12 11 18
75 60 70

1,427 1,470 1,930
1,010 1,016 1,023

26 38 49
287 295 645
13 13 76
1 0 2

7 27

22 20 23
36 45 47
25 38 38

1,427 1,470 1,930
FY19 FY20 FY21

30 40 39
15 17 11
as 57 51
7 (30) (5)
(17) (9) (10)
35 17 35
1 (17) (16)
(21) 7 (331)
2 2 7
(18) (8) (340)
- - 322

(2) (3) (4)
(5) (8) (9)
(8) (11 308

Source: Company Data, NBRR

Net Change in cash 9 (2) 3

Cash at beginning 12 22 20

Cash at end 22 20 23
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Disclosure:

This Report is published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) for private circulation. NBSPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO00001766. NBSPL is also a registered
Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments. It is also a registered Portfolio
Manager having registration no as INP000002981.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have different
or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities
Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBSPL or its associates or
Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the subject company.
NBSPL or its associates or Analyst or his relatives hold / do not hold beneficial ownership of 1% or more in the subject company at the end of
the month immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the company
covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or other benefits from the
company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, director or employee
of Subject Company and NBSPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: |, Jehan Bhadha the research associate and author of this report, hereby certify that the views expressed in this research
report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no
part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views
in this research. The analyst(s) principally responsible for the preparation of this research report and has taken reasonable care to achieve and
maintain independence and objectivity in making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the
investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or
use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements within such
jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty
that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the
information or opinions in it. NBSPL or any of its affiliates or employees shall 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. NBSPL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation
the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser,
whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved
in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International
investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock
market or economic conditions, which may adversely affect the value of the investment. Opinions expressed are subject to change without
any notice. Neither the company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be
noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park,
Off Ganpatrao Kadam Marg,
Lower Parel (W), Mumbai-400013
Board No. : 91 22 3926 8000/8001
Fax. :022 3926 8010
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