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Priced at P/E of 36.4x FY19 on lower band
At the IPO price band of ¥ 740-745, the stock is available at a P/E (taking PAT
of proforma consolidated financials) multiple of 36.4x-36.7x FY19.
< crore FY17 FY18 FY19
Revenue from operations 65.6 83.8 249.4
EBITDA 35 16.8 70.3
EBITDA Margin (%) 5.4 20.0 28.2
Reported PAT 0.3 8.8 48.8
EPS 0.1 3.5 19.1
RoCE (%) 4.8 43.3 72.4
RoE (%) 1.6 29.3 67.4

*FY17, FY18: Unconsolidated Ind AS; FY19: Consolidated Ind AS; EPS calculated on post issue basis
Source: ICICI Direct Research, RHP
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Company background

Affle (India) is a global technology company with two business segments:
consumer platform and enterprise platform. The consumer platform
primarily provides the following services: (1) new consumer conversions
(acquisitions, engagements, transactions) through relevant mobile
advertising; (2) retargeting existing consumers to complete transactions for
e-commerce companies through relevant mobile advertising and (3) an
online to offline (O20) platform that converts online consumer engagement
into in-store walk-ins. The enterprise platform primarily provides end-to-end
solutions for enterprises to enhance their engagement with mobile users.

As on March 31, 2019, Affle’s consumer platform had ~2.02 billion
consumer profiles and has accumulated over 300 billion data points over the
preceding 12 months, which powers its predictions and recommendations
algorithm for the platform.

Consumer platform

The consumer platform is used by business to consumer (B2C) companies
across industries, including e-commerce, fin-tech, telecom, media, retail and
FMCG companies, both directly and indirectly through their advertising
agencies. For FY19, on a proforma basis, revenues from consumer platform
contributed 97.2% of revenue while on a consolidated basis, the same
constituted 97.0% of revenue from contracts with customers. The company
primarily earns revenue from consumer platform on a cost per converted
user (CPCU) basis, which comprises user conversions based on consumer
acquisition and transaction models. It also earns revenues through
awareness and engagement type advertising.

Enterprise platform

Affle provides end-to-end solutions for enterprises to enhance their
engagement with mobile users, such as developing apps, enabling offline to
online commerce for offline businesses with e-commerce aspirations and
providing enterprise grade data analytics for online and offline companies
(collectively, the ‘Enterprise Platform’). For FY19, on a proforma basis,
revenue from enterprise platform represented 2.8% of revenue from
contracts with customers while on a consolidated basis, the same
represented 3.0% of revenue from contracts with customers.

In connection with the offer, the company undertook a corporate
restructuring in which Affle incorporated the Singapore subsidiary. It
acquired all of Affle Global’s business, intangible assets and all of the equity
interests in the Indonesian subsidiary, effective July 1, 2018. Affle Global was
engaged in the same business as the company outside India, Indonesia and
used the company’s solutions. The Indonesian subsidiary was engaged in
the same business as this company in Indonesia and used the company’s
solutions. Affle Holdings, the corporate promoter, owns 100% of the issued
shares in Affle Global.

Further, with effect from September 1, 2018, (a) the company acquired the
Vizury commerce business in India, associated records, the brand name
“Vizury” and other intellectual property rights and domain name credentials
in India, by way of a slump sale on an “as-is-where-is” basis from Vizury
India and (b) the Singapore subsidiary acquired the brand name “Vizury” and
certain other intellectual property in connection with the Vizury commerce
business in Dubai and Singapore from Vizury Dubai and Vizury Singapore,
both of which are affiliates of Vizury India.
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Industry Overview

Advertising, ad tech industry

Globally, the advertising industry has been undergoing a transformation.
The number of avenues to market to a consumer has expanded widely
beyond print display, television and radio to digital media. Digital, while
absorbing a significant percent of ad spend today, has evolved to become
more complex and includes several forms such as search, video and rich
media, social media, classified and so on. For advertisers, the complexity
has compounded as a result of increasing avenues to target consumers in
an omni-channel world.

According to Dentsu-Aegis 2017 reports on advertising spends and Frost &
Sullivan estimates, the industry is expected to grow at 3.9% CAGR (2017-
22) to US$689.63 billion, backed by economic stability and sustained
spending from the US, India, Japan and China, among other countries.
Digital advertising — that is advertising online — comprised 34% of total
advertising spend globally, and 37% of the US market in 2017. By 2022,
digital spend will comprise over 50% of total advertising spend globally.

Exhibit 1: Total advertising spend
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Digital advertising, that is advertising online comprised 34% of total
advertising spend globally and 37% of the US market in 2017. By 2022,
digital spend will comprise over 50% of total advertising spend globally.

Exhibit 2: Digital advertising spend (global and US)
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Overview of Indian advertising industry

India is one of the very few markets in the world where advertising spends
are likely to grow in double digits. While adversely impacted by
demonetisation and the introduction of GST in 2017, the industry grew 9.6%
in 2017 compared to 11.9% in 2016. Increasing spends driven by e-
commerce, major events such as IPL and Fifa World Cup, as well as
campaigns for the upcoming elections in 2019 will likely boost higher growth
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at 12.5% to US$8.1 billion in 2018, and a CAGR of 13% to US$ 13.2 billion
by 2022. Digital advertising spend in India has ramped up in growth over the
past three years. It gained US$1.1 billion in revenue in 2017 and will likely
grow at a CAGR of 28.6% to US$ 4 billion.

Exhibit 3: Total advertising spend (India)

Advertising Spend (Total and Digital), India, 2014-2022
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A segment that is fuelling growth for the digital segment is mobile
advertising, driven by 4G penetration, cost-effective data packages,
proliferation of mobile apps and social media, m-commerce and rapid
growth in smartphone penetration. Mobile advertisement spend is expected
to grow at a CAGR of 32.7% to US$1.93 billion in 2022.

Exhibit 4: Mobile vs. PC advertising spend in India
India : Mobile Vs PC Advertising Spend, 2014-2022
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Investment Rationale

Consumer platform with leading position in India

According to Frost & Sullivan, the company is a leading ad tech solution
provider in India. As on March 31, 2019, the company had ~571 million
consumer profiles in India with services across the value chain in digital
advertising, fraud detection and ad network. Affle India is one of the very
few companies that has products spanning the entire value chain. While
some companies are more focused on buy-side platforms, others are
focused on the publisher side. The ad tech market in India is fast growing,
with a market size of US$304.9 million in 2017 and is likely grow at a CAGR
of 39% to US$808 million by 2022. The company’s extensive consumer
profile data, proprietary technology and local knowledge makes it better
placed compared to global peers to deliver profitability in India.

Asset light, automated, scalable platform

The company’s 13 years of focused research & development and investment
have resulted in a platform that is supported by a flexible and scalable
infrastructure, built in-house using cloud computing infrastructure. Its
platform consists of proprietary machine and deep learning algorithm for
prediction and recommendation that operates in real time and at significant
scale. As of May 31, 2019, the company had 236 employees, of which 209
were in India. As the ability to generate actions improves with increased user
intelligence and targeting, the company believes more businesses will use
its solutions and increase their marketing spend with the company. This
network effect would continue to fuel its growth.

Deep data driven understanding of consumer intent, behaviour

As on March 31, 2019, the company’s consumer platform had ~2.02 billion
consumer profiles and over 300 billion data points in the preceding 12
months. Consumer profiles included approximately (a) 571 million
consumer profiles in India, (b) 582 million consumer profiles in other
emerging markets and (g) 867 million consumer profiles in developed
markets. The company continually accumulates data profiles. Consumer
profiles and data points are the primary building blocks that support its
consumer platform. Its consumer platform uses a predictive algorithm to
recommend mobile users who are most likely to engage with a particular
advertisement. On that basis, it chooses to display targeted and
personalised mobile display advertisements to particular users. By
dynamically matching users’ intent or interest with relevant advertisements,
it is able to deliver more relevant and engaging experiences to consumers,
which is more likely to lead to the desired action, such as downloading of an
app or the purchase of a product or service. Therefore, having significant
number of consumer profiles, enables the company to expand into markets
and deliver results to its customers more quickly and at lower costs.

Exhibit 5: Consumer platform, converted users, monetisation factor for company in different markets

's Affl Platform’s N t
Company's e Consumer Platform’s Number of converted users Monetization Factor for FY19 on a

Region/Country consumer profiles as at March 31, delivered by markets in FY19 (in X )
s - consolidated basis*
2019 (in millions) millions)
India 571 39.3 6.9%
Other Emerging Markets 582 10.6 1.8%
Developed Markets 867 5.2 0.6%

* The Monetization Factor includes converted users delivered by Vizury Commerce Business,; Source: ICICI Direct Research; RHP
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Strategies

Continues to selectively pursue acquisitions

Affle acquired the Vizury commerce business effective September 1, 2018,
the Shoffr Platform Business on May 18, 2019, effective February 19, 2019,
and the RevX Platform Business on June 28, 2019, effective April 1, 2019.
The company is looking to continue acquiring businesses, assets and
technologies that complement its existing capabilities, revenue streams and
marketing presence and which would result in sustainable financial growth.
Affle India is looking for targets that (a) have complementing teams,
technology and data that strengthen its strategic focus and facilitate an
efficient expansion into other emerging markets, (b) have complementing
customer relationships such that an acquisition and the integrated
technology and data that accompanies it would foreseeably result in
enhanced growth and an increase in recurrence and retention of customers
and (c) will enhance value for its shareholders, through increasing the
profitability of the target and an increased price-to-earnings multiple of the
target post-acquisition.

Cross-sell its solutions

The solutions in enterprise platform enable offline to online commerce for
currently offline businesses. Its enterprise platform solutions create a new
segment of potential customers for its consumer platform. Having
developed a relationship with them through helping them build an e-
commerce business, Affle is ideally placed to get customers for their online
business through its Affle Consumer Platform. Global e-commerce revenue
was US$2.29 trillion in 2017, which comprised only 10% of total global retail
sales, thereby providing a significant opportunity in the medium to long term
to enable the shift to e-commerce globally.
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Key risks and concerns

Developments regarding data protection could impact business

The legal, regulatory and judicial environment around data protection and
other matters is constantly evolving and can be subject to significant
change. Various governments have enacted, considered or are considering
legislation or regulations that could significantly restrict the company’s
ability to collect, process, use, transfer and pool data collected from and
about consumers and devices. Trade associations and industry self-
regulatory groups have also promulgated best practices and other industry
standards relating to targeted advertising. Such losses could adversely
impact the company’s financial performance in future.

Revenue concentration around key customers

Revenue from top 10 customers constituted ¥ 160.8 crore, which
represented 64.5% of revenue in FY19. Revenue from top customer during
the same period were at ¥ 54.8 crore, 22% of revenue. Inability to keep these
customers or failure to attract a broader range of customers, would have a
material adverse effect on its business, results of operations, cash flows and
financial condition.

Adverse ruling in outstanding litigation may impact adversely

Adverse ruling on outstanding proceedings at different levels of adjudication
before various courts, tribunals and appellate authorities could have a
material impact on Affle India’s performance.

Number of Aggregate
cases amount involved
Nature of proceedings outstanding (% crore)
Litigation against company
1 Direct tax matters 3 0.7
2 Indirect tax matters 1 0.3
Other matters exceeding  0.83 crore or other material
3 litigation 1 1.8
Pending actions by statutory or regulatory
4 authorities 1 -

Litigation against Corporate promoter
Other matters exceeding Z 0.83 crore or other material
1 litigation 1* 44.4

Litigation against Individual promoter
Other matters exceeding ¥ 0.83 crore or other material
1 litigation 1 -
2 Criminal matters 2 -
Litigation against certain Directors
1 Criminal matters 5 -
2 Direct tax matters 2 1.0

* Counter-claim filed in a proceeding initiated by corporate Promoter
Source: ICICI Direct Research; RHP
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Inability to compete in highly competitive industry

The market for mobile advertising solutions is highly competitive and rapidly
changing with multiple regional and global players. Although it is dominated
by digital giants such as Google and Facebook, there are over a hundred
companies around the world who offer one or more components of this
solution. However, only a few companies operate internationally, including,
among others, Affle India, InMobi, Criteo, Tradedesk, Freakout, Mobvista
and YouAppi. Some of these companies could leverage their positions to
make changes that could be significantly harmful to its business and results
of operations, cash flows and financial condition. A few of these companies
also have access to a significantly larger pool of data than Affle India. This
larger pool of data may allow them to foreclose opportunities that may
otherwise be available to the company. Any of these developments would
make it more difficult for the company to sell its solutions and could result
in increased pricing pressure, reduced gross margins, increased sales and
marketing expense and/or the loss of market share, any of which may have
a material adverse effect on its business.
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Financial Summary

Exhibit 7: Profit & Loss Statement

X Crore) FY17 FY18 FY19
Revenue from operations 65.6 83.8 249.4
Employee benefits expense 17.6 16.0 21.2
Inventory and data costs 32.4 42.4 134.1
Other expenses 12.1 8.6 23.7
Total Operating Expenditure 62.1 67.0 179.1
EBITDA 3.5 16.8 70.3
Finance Cost 1.6 1.1 0.8
Depreciation & Ammortization 2.3 3.2 10.1
Other Income 1.2 1.1 0.4
PBT 0.8 13.6 59.8
Tax 0.5 4.8 11.0
Reported PAT 0.3 8.8 48.8
EPS 0.13 3.46 19.15

*FY17, FY18: Unconsolidated Ind AS; FY19: Consolidated Ind AS; EPS calculated on post issue
Source: ICICI Direct Research; RHP

Exhibit 8: Balance Sheet

(X Crore) FY17 FY18 FY19
Equity Capital 24.3 24.3 24.3
Reserve and Surplus (3.3) 5.9 48.1
Total Shareholders funds 21.0 30.2 72.4
Total Debt 3.4 - 9.0
Minority Interest

Other long term liabilities - - 0.3
Long term provisions 0.9 1.1 1.5
Total Liabilities 25.3 31.3 83.2
Fixed Assets

Tangible 0.4 0.4 0.7
Intangible 8.3 8.8 25.8
Goodwill 5.9 5.9 32,5
Deffered Tax assets 1.9 0.5 -
Other non current assets 0.7 0.6 0.1
Total Non Current Assets 17.2 16.2 59.2
Contract asset 3.9 1.7 13.2
Trade receivables 13.5 15.8 47.9
Cash and Bank balances 8.7 14.5 30.5
Other current assets 5.3 3.8 1.5
Total Current Assets 31.5 41.8 99.1
Trade Payables 16.0 22.0 51.7
Other current liabilities 1.2 4.6 23.0
Short term provisions 0.1 0.1 0.3
Total Current Liabilities 23.4 26.7 75.1
Net Current Assets 8.1 15.1 24.0
Total Assets 25.3 31.3 83.2

Source: ICICI Direct Research; RHP
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
companies that are coming out with their initial public offerings and then categorises them as Subscribe, Subscribe
for the long term and Avoid.

Subscribe: Apply for the IPO
Avoid: Do not apply for the IPO

Subscribe only for long term: Apply for the IPO only from a long term investment perspective

@ icici diroct com| Noll ]
Investmaents on Your Fingertips | BH{JB{:EE’% ‘

| ICICI Securities Ltd, |1 755 asins B |
| Analyst Award 2012 ‘&k

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Devang Bhatt, PGDBM, Deepti Tayal, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about 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. It is also confirmed that above mentioned
Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:
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ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
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associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.
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ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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 certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

ICICI Securities Limited has been appointed as one of the Book Running Lead Managers to the initial public offer of Affle (India) Ltd. This report is prepared on the basis of publicly available information.
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