Dam Capital Advisors Limited

IPO Note
Company Overview

DAM Capital Advisors Limited is an investment bank in India. The company offers a wide range
of financial solutions in the areas of:

(i) Investment banking comprising equity capital markets (ECM), mergers and acquisitions
(M&A), private equity (PE), and structured finance advisory; and

(i) Institutional equities comprising broking and research.

DAM Capital is the fastest-growing merchant bank in India, achieving the highest revenue
CAGR from FY22 to FY24 and the best profit margin among peers in FY24. As one of the lead-
ing merchant banks in India, DAM Capital achieved a market share of 12.1% in FY24, based on
the number of IPOs and QIPs where it served as the book-running lead manager. The compa-
ny's wholly-owned subsidiary, DAM Capital (USA) Inc., is incorporated in New York, USA and is
registered as a Broker-Dealer with the SEC. Focusing on the Indian capital markets, one of the
most dynamic and high-growth organized markets in the world, DAM Capital leverages deep
domain knowledge across sectors and products, combined with the vast experience of its team,
to provide strategic advisory and capital market solutions. The diverse and marquee clientele
includes corporates, financial sponsors, institutional investors, and family offices. The company
has provided services to 263 active clients, including registered FPIs spread across geogra-
phies such as India, the USA, the UK, Europe, Hong Kong, Singapore, Australia, Taiwan, South
Korea, the Middle East and South Africa. As of October 31, 2024, the company had a team of
121 employees across all businesses.

Objects of the issue

The company will not receive any proceeds from the issue as the entire issue is comprised of
OFS.

Investment Rationale

Fastest-growing merchant bank in India

DAM Capital is the fastest-growing merchant bank in India by revenue CAGR from FY22 to
FY24, with the highest profit margin in FY24 among the peers considered. Recognized as one
of the leading investment banks in India, DAM Capital achieved a market share of 12.1% in
FY24, based on the number of initial public offerings (IPOs) and qualified institutional place-
ments (QIPs) undertaken as the book-running lead manager. As of FY24, 67% of revenue
comes from merchant banking, followed by stock broking at 28.3%. From the date of acquisition
on November 7, 2019, to October 31, 2024, DAM Capital successfully executed 72 ECM trans-
actions, comprising 27 IPOs, 16 QIPs, 6 OFS, 6 preferential issues, 4 rights issues, 8 buy-
backs, 4 open offers, and 1 IPOs of units by a REIT. Additionally, 23 advisory transactions were
completed, including M&A advisory, private equity advisory, and structured finance advisory,
along with the execution of block trades during this period. Further, in the six months ended
September 30, 2024, and Fiscal 2024, DAM Capital served as book-running lead manager to 5
and 17 IPOs and QIPs, respectively. Since the acquisition, market share has consistently im-
proved from 8.2% in FY21 to 12.1% in FY24, based on the number of IPOs and QIPs undertak-
en as the book-running lead manager.

Extensive coverage of corporates, financial sponsors and institutional investors, with
repeat business

The company has established long-standing relationships with institutional investors, financial
sponsors, corporates, and family offices, thanks to its experienced team and consistent client
coverage. Many of these clients have provided repeat business, which reflects the company's
ability to maintain strong, long-term relationships. By offering a comprehensive range of prod-
ucts and services, DAM Capital is able to successfully navigate through periods of market vola-
tility, ensuring clients remain confident during uncertain times.
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Dam Capital Advisors Limited

DAM Capital aims to foster repeat business by transitioning from being solely transaction-
focused to becoming a strategic partner to clients. The company has executed significant re-
peat transactions with prominent clients. Noteworthy among these, Reliance Industries Limited
undertook a Rs. 531,242 million rights issue in FY21. The Shapoorji Pallonji Group completed
multiple transactions, notably a Rs. 15,000 million QIP in FY24 and a Rs. 54,300 million IPO of
Afcons Infrastructure Limited. RBL Bank Limited engaged in several capital raises, including a
Rs. 20,252.7 million QIP in FY20 and a Rs. 15,660 million preferential issue in FY21. Lastly,
Kaynes Technology India Limited saw substantial activity with an Rs. 8,578.2 million IPO in
FY23 and a Rs. 14,000 million QIP in FY24. These key transactions highlight DAM's robust en-
gagement with major corporate clients, driving substantial financial activity.

Valuation

DAM Capital Advisors Limited, an Indian investment bank, offers expertise in ECM, M&A, PE,
and institutional equities. Founded in 1993, it rebranded as DAM Capital in 2020, with a subsidi-
ary in the USA. DAM is one of the leading investment banks in India, with a 12.1% market
share based on a number of IPO offerings. India's strong economic growth has increased the
demand for capital and financial services. In FY24, the Indian capital market experienced signif-
icant growth compared to FY23, with the number of issues rising from 234 in FY23 to 316 in
FY24. As of October 2024, there have been 215 issues recorded for FY25. During FY24, ap-
proximately Rs. 619 billion was raised through primary markets, which included a total of 76
IPOs. In terms of volume, IPOs and FPOs accounted for 46% of total issuances, which encom-
passed IPOs, FPOs, InviTs, REITs, rights issues, and QIPs. Further, till October 2024, IPOs
and FPOs made up 40% of the total issues based on volume. On the financial front, DAM Cap-
ital reported the highest growth in total income, achieving a CAGR of 38.8% between FY22 and
FY24. The company's EBITDA rose to Rs. 1,030.2 million in FY24, up from Rs. 342.7 million,
reflecting a CAGR of 73.4%. Additionally, the profit after tax increased to Rs. 705.2 million in
FY24, compared to Rs. 219 million in FY22, representing a CAGR of 79.4%. Notably, DAM
Capital had the highest profit margin among its peers, at 38.7% in FY24 and the first half of
FY25. The issue is valued at a price-to-earnings (P/E) ratio of 28.4x on the upper price
band based on FY24 earnings, which is relatively expensive compared to its peers. How-
ever, considering the company’s improving financials, its rapidly growing merchant
banking business, and favourable industry trends, we recommend a “SUBSCRIBE” rat-
ing for the issue.

Key Risks:

= The ability to attract and retain clients, investors, and employees is highly dependent on
reputation. Any reputational damage caused by non-compliance with the regulatory frame-
work, inadequate due diligence standards, incorrect advice provided to clients, or failure to
raise capital for clients in a timely manner can significantly affect the business and results
of operations.

= DAM Capital competes directly or indirectly with various companies in the financial services
industry, including merchant banking, broking, and financial advisory firms. Many competi-
tors may have significantly greater capital, resources, and a broader range of financial
products and services.

= The company’s merchant banking and institutional equities are highly dependent on market
and economic conditions. Any adverse market or economic conditions could significantly
impact the business.
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Dam Capital Advisors Limited

Income Statement (Rs. in millions)

Particulars FY22 FY24 H1FY25
Revenue

Revenue from Operations 934 849 1,800 1,078
Total Revenue 934 849 1,800 1,078
Expenses

Fees and commission expenses 55 59 66 35
Employee benefit expenses 482 535 653 385
Other expenses 65 73 70 52
Total Operating Expenses 602 667 790 472
EBITDA 331 182 1,011 605
Depreciation and Amortization expenses 51 54 63 31
Other income 11 1 20 18
EBIT 292 130 967 592
Finance costs 12 11 12 7
PBT 280 119 955 586
Current tax 62 34 241 149
Deferred Tax charge/ (credit) 0 (2) 8 1)
Total tax 61 32 249 148
PAT 219 87 705 438
Diluted EPS 3.10 1.23 9.98 6.19

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in millions)

Particulars FY22 FY23 FY24 H1FY25
Cash Flow from operating activities 374 6,794 (5,950) 197
Cash flow from/(used in) investing activities (284) (6,708) 6,582 (321)
Net cash flows (used in) / from financing activities (31) (42) (43) (59)
Net increase/(decrease) in cash and cash equivalents 59 45 590 (184)
Cash and cash equivalents at the beginning of the period 152 21 256 846
Cash and cash equivalents at the end of the period 211 256 846 662

Source: RHP, BP Equities Research
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Dam Capital Advisors Limited

Balance Sheet (Rs. in millions)

Particulars FY22 FY23 H1FY25

Assets
Financial Assets

Cash and cash equivalents 211 256 846 662
Bank Balance other then cash and cash equivalents 563 7,292 746 1,119
Receivables 472 1,869 237 487
Investments 80 60 40 44
Other financial assets 65 2,282 64 110
Total financial assets 1,391 11,760 1,932 2,423
Non-financial assets

Current tax assets (net) 70 73 66 11
Deferred tax assets (net) 27 29 21 22
Property, plant and equipment 138 110 94 70
Intangibles under development - 5 - 1
Other intangibles 4 3 5 3
Other non- financial assets 38 31 30 45
Total non-financial assets 276 252 214 152
Total Assets 1,667 12,012 2,147 2,574
Equity and Liabilities

Equity Share Capital 141 141 141 141
Other Equity 738 810 1,485 1,884
Total Equity 880 951 1,626 2,025
Non-Current Liabilities

Financial Liabilities

Trade payables 470 10,705 27 44
Borrowings (Other than Debt Securities) 14 33 49 48
Other Financial liabilities 85 59 25 16
Lease Liabilities - - - -
Total financial liablities 569 10,796 101 107
Non-financial liabilities

Current tax liabilities (net) - - 21 101
Provisions 180 212 294 244
Other non-financial liabilities 38 52 105 97
Total non-financial liabilities 218 264 420 443
Total Equity and Liabilities 1,667 12,012 2,147 2,574

Source: RHP, BP Equities Research
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd 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 inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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