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ONE MOBIKWIK SYSTEMS LIMITED December 10, 2024

I robikwik

Industry Fintech
Fresh Issue (Shares) 20,501,792
Net Offer to the Public 20,501,792
Issue Size (Rs. Cr.) 543-572
Price Band (Rs.) 265-279
Offer Date 11-Dec-24
Close Date 13-Dec-24
Face Value 2
Lot Size 53

Total Issue for Sale 20,501,792
QlB 15,376,344
NIB 2,050,179
Retail 3,075,269

Particulars Pre-issue Post-issue
Promoters & promoters group 34.21% 25.18%
QiB 65.79% 68.22%
NIB 0.00% 2.64%
Retail 0.00% 3.96%
Total 100.00%  100.00%

*calculated on the upper price band

The Company proposes to utilise the Net Proceeds towards
the following objects:

Funding growth in the financial services business
Funding growth in the payment services business
Investmentin data, ML, Al, product and technology
Capital expenditure for the payment devices business

General corporate purposes

Book Running Lead Manager
« SBI Capital Markets Limited
«  DAM Capital Advisors Limited

Name of the registrar
KFin Technologies Limited

SMC Ranking
* % ek T (2/5)

About the company

Incorporated in March 2008, Mobikwik is a fintech company providing prepaid digital
wallets and online payment services. It provides a range of payment services, enabling
consumers to Pay utility bills, such as mobile recharges, electricity, and credit card bills,
make purchases at both online and offline merchants, including retail stores and fuel
stations, transfer money to phone numbers, UPI IDs, or bank accounts, check bank
balances and scan QR codes and make payments using UPI or Rupay credit cards. It has
created innovative products such as MobiKwik ZIP, ZIP EMI for consumers, and Merchant
Cash Advance for merchants through in-house models and strategic partnerships with
lending partners. These offerings utilize digital public infrastructure (DPI) such as Aadhaar,
E-Nach, Digi-Locker, and NSDL to provide seamless and digital-first experiences for
consumers. As of June 30, 2024, the company has 161.03 million registered users and has
enabled 4.26 million merchants to make and accept payments both online and offline.
MobiKwik ZIP is a flagship product that lets consumers buy now and pay later within 30
days, offering flexibility and easy repayment options. As of December 2024, the company
had obtained 19 registered trademarks and had applied for 11 trademark applications
under the Trade Mark Act of 1999.

Strength

Legacy of providing positive and sustainable consumer experience: Company has
invested in creating innovative products that provide value to its existing and growing
consumer and merchant network. Its approach of putting technology at forefront of its
products have helped create products for consumers that achieve scale through the value
they provide to the consumers who use them, therefore allowing it to acquire consumers at
extremely low cost. This kickstarts a flywheel that allows good consumers to progress
through its platform’s offerings, getting access to low cost, products that fit their needs and
help fulfil their aspirations, and hence leads to repeated usage. It sees this for example,
play out in its MobiKwik ZIP product that sees an approximately 90.30% repeat usage rate.
This in turn leads to the platform improving its profitability which in turn financially enables
and motivates Company to introduce more innovative and consumer-first products.

Large, engaged consumer base acquired with low CAC: The company's registered
Users have grown at a CAGR of 12.31% from 123.56 million as of March 31, 2022 to 155.84
million as of March 31, 2024, while it had 161.03 million registered Users as of June 30,
2024. It primarily acquire users through the following: (i) SEO (search engine optimization)
and mobile ASO (application store optimization) initiatives; (ii) user referrals from a large
user base; (iii) brand recall from checkout and POS placement in its diversified merchant
network; (iv) high usage of the Bharat Bill Payment System (BBPS) platform; and (v)
marketing and publicity. This has enabled it to maintain a low Customer Acquisition Cost
(CAC) per New Registered User at Rs. 32.87 in Fiscal 2024 and at Rs. 33.53 in the three
months ended June 30, 2024. It believes that the convenience of using a platform, which
also provides access to promotions, discounts and its SuperCash loyalty rewards, is able to
effectively engage its consumers and strengthen its consumer retention.

Efficient operational management of loan products distributed by the Company:
One of its strengths lies in the adept management of operational costs for its digital credit
products distributed by it, evidenced by a consistent decline over the past three financial
years, which has been accompanied simultaneously with a substantial surge in total credit
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disbursement, underscoring its commitment to responsible and scalable lending practices. Despite
the dynamic financial landscape, it has demonstrated an ability to navigate risk effectively, resulting in
a noteworthy reduction in all lending related costs. This efficiency in addition to safeguarding the
company and its Lending Partners’ financial health, also enhances the overall resilience of the digital
credit products distributed by the company. As a result, it has successfully struck a balance between
mitigating credit risk and facilitating increased credit disbursement, showcasing its capacity for
sustainable and controlled growth.

The trust in its brand: It has strong brand name and recall, across large and small Indian cities. The
MobiKwik Application remains one of the easiest way to transact across multiple methods. Its
offerings include e-commerce, physical retail and bill payments thereby giving it the ability to capture
increasing utilization by consumers for daily life payments. Its brand is well entrenched in the digital
payments landscape and its consumers associate it with comprehensive digital payments offerings.
Its product, Xtra, is witnessing considerable traction. This showcases the amount of trust that its
consumers have put in brand MobiKwik. The Company provides curated wealth and insurance
products, exemplified by the rapid growth of Xtra, which has accumulated Rs. 1,834.8 crore in AUM,
as of June 30, 2024, within 26 months of its launch.

Technology and product first approach to business: It has a technology and product-first
approach to business which is powered by our cloud hosted transactional, data and analytical
platforms. The large transactional platforms are distributed by design capable of handling high
throughput, and uses event driven architecture to manage a large number of events and data which
are processed over its data pipelines. Its data platform processes large terabytes of transactional,
financial and external data sources which are stored in cloud hosted data lakes for analytical and
reporting purposes. It also process large amounts of data which is used to train its inhouse machine
learning models leverage deep data science (including machine learning) to continuously drive
innovations on our platform for its consumers, merchants and partners. In Fiscal 2024 and the three
months ended June 30, 2024, its engineering and technology team averaged 193 members and 226
members, respectively. Its investments in the machine learning driven algorithms allow it to optimise
payment processing, tailor consumer experiences on the MobiKwik Wallet, predict risk in loan
products and predict propensity to buy wealth-tech and insurtech products. lts technological
knowledge has also helped shape Lens, where it was able to leverage the account aggregator
technology to provide the consumers with a product that assists its consumers with their
understanding of their money and aids them in their financial wellness.

Strategy

Scaling existing products: Inits aim for sustained growth and market dominance, its strategic focus
centres on the expansion and refinement of its existing business segments. Firstly, it aims to target
larger revenue pools by enhancing efficiency in consumer acquisition. Initiatives to maintain its CAC
through optimized marketing strategies and data-driven insights will ensure a more resourceful
approach to reaching its target audience. Its expansion strategy emphasizes responsible growth
through rapid scaling. A key aspect of this growth strategy lies in risk mitigation, keeping non-
performing assets in its digital credit products in check and emphasizing its proactive risk
management practices. By prioritizing sustainability and profitability, it positions itself for long-term
success. This strategy encapsulates its commitment to strategic innovation, responsible growth, and
financial excellence, setting the stage for its position as a force in the dynamic fintech landscape.

Expanding product portfolio in existing business lines: In pursuit of sustained growth and
diversification, its strategy encompasses the exploration and integration of new product lines,
unlocking fresh revenue streams. This initiative is underpinned by its demonstrated ability to
successfully execute and navigate the credit and payments landscape, setting the stage for
replicating its learnings in other promising segments. Leveraging its existing consumer base,
particularly the digitally savvy clientele, provides a strategic foundation for introducing innovative
products and services. Its commitment to launching a diverse portfolio of profitable products within
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payments, credit, wealth management and insurance segments aligns with its vision to tap into
substantial revenue opportunities and meet evolving market demands. It aims to target growth in the
high yielding credit business.

The following products are currently in development:

»  Credit on UPI Pay with Rupay credit on UPI giving consumers access to credit via UPI payment
rails.

e Consumer durable loans: Consumer focused digital credit products specifically designed for
purchase of consumer durables. Cheaper form of credit for end use controlled spending that
would be significantly cheaper than unsecured credit otherwise available on its platform.

e Credit Cards: Co-Branded credit card backed by fixed deposit. The lifetime free card offers a
range of benefits including easy application, instant approval, no hidden charges and attractive
rewards. Backed by a fixed deposit, the card provides financial security while building the user’s
creditworthiness

Expansion of its payment aggregator business: An important component of its strategy involves
scaling its payment aggregator business, Zaakpay, pursuant to securing the in-principle approval of
the payment aggregator from the RBI. This was an important business vertical for it until Fiscal 2022
with a GMV of over Rs. 4,300 crore in Fiscal 2022, which suffered a severe reduction in business, due
to rejection of application for a payment aggregator license by the RBI. Post receipt of the in-principal
approval for the payment aggregator license in October, 2023, this business vertical has seen growth
in transactions, with a GMV of over Rs. 2,000 crore in the three months ended June 30, 2024. It aims
to accelerate onboarding of merchants and offer them a comprehensive payments experience. It also
see this as a unique opportunity to extend its product to a broader spectrum of merchants, including
those that are currently untapped and operate offline, by empowering them with a secure and efficient
payment solution and enabling them to handle the complexities of payment processing. It aims to
augment the capabilities of its platform by facilitating transactions as well as by aiming to enhance the
overall financial experience for its valued partners. This strategic approach underscores its
dedication to staying at the forefront of innovation and continuously improving its offerings to meet the
evolving needs of the merchant community.

Continuous focus on profitable growth: MobiKwik has created a product and technology led
platform that allows it to offer a curated but comprehensive financial product portfolio to its acquired
consumers. With each consumer that is added or product offering that has expanded, the platform’s
value to both the consumer and the merchant increases that is indicative of the inherent operating
leverage that fundamentally exists for all platform-oriented businesses. As of fiscal year ended March
31, 2024, its revenue from operations on a consolidated basis was Rs. 875.00 crore, with Rs. 14.08
crore as its Profit/(loss) for the year and Rs. 37.22 crore as EBITDA.

Risk factor

» Regulatory risk

» Substantial and increasingly intense competition in the fintech industry
» Security breaches and attacks againstits platform

» The company has incurred losses in the past and has negative balance of retained earnings as of
March 31,2022, March 31,2023, March 31, 2024 and the three months ended June 30, 2024.

Peer comparison

Co_Name Total Income PAT EPS P/E P/BV BV FV Price Mcap
One 97 Communications Ltd 8278.70 -680.00 -ve -ve 4.26 228 1 971.20 61902.60
One Mobikwik Systems Limtied 875.00 14.08 1.81 153.95 2.95 94.56 2 279.00 2167.45

*Peer companies financials are TTM based
**One Mobikwik Systems Limited financials are based on Fy24
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Valuation

Considering the P/E valuation, on the upper end of the price band of Rs.279, the stock is priced at pre
issue P/E of 113.32 xon FY24 EPS of Rs.2.46. Postissue, the stock is priced at a P/E of 153.92x on its
EPS of Rs. 1.81. Looking at the P/B ratio at Rs.279 pre issue, book value of Rs. 28.43 of P/Bvx 9.81x.
Postissue, book value of Rs.94.56 of P/Bvx 2.95x.

Considering the P/E valuation, on the lower end of the price band of Rs.265, the stock is priced at pre
issue P/E of 107.63x on FY24 EPS of Rs.2.46. Postissue, the stock is priced ata P/E of 146.22x on its
EPS of Rs. 1.81. Looking at the P/B ratio at Rs.265 pre issue, book value of Rs. 28.43 of P/Bvx 9.32x.
Postissue, book value of Rs.94.56 of P/Bvx 2.80x.

Industry Outlook

India’s consumer internet industry will maintain a high growth trajectory, eventually reaching USD
600 billion or more by Fiscal 2028. The overall Indian e-commerce market is expected to become
USD 190-200 billion by Fiscal 2028. On consumer payments, Redseer estimates that wallet
transaction value will reach approximately 70-75 billion in FY28P. On digital credit, the total value of
disbursed loans increased by about 41% compared to FY21, increasing from USD 5.8 billion in Fiscal
2021 to USD 11.6 billion in Fiscal 2023. In Fiscal 2028, about 4% of the total retail lending is expected
through digital channels.

Outlook

One Mobikwik Systems Limited is the fourth highest user base in India in terms of total registered
users on the platform. As of May 2024, it enjoys the largest wallet player in India with 23.11% market
share of the PPI wallet gross transaction values. It leverages big data analytics and deep data
science to continuously service users and merchants on our platform. It is focusing on expanding its
core businesses of distribution of digital financial services and digital payments and expanding
product portfolio in existing business lines for fresh revenue stream. However, the company has
incurred losses in the past and has negative balance of retained earnings. Besides, it faces strong
competition from major fintech players including PhonePe, Paytm, Airtel Payments Bank and
Freecharge.

An Indicative timetable in respect of the Issue is set out below:

EVENT INDICATIVE DATE
(On or about)
BID/ISSUE OPENS ON 11-December-24
BID/ISSUE CLOSES ON 13-December-24
Finalisation of Basis of Allotment with the Designated 16-December-24

Stock Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking of 17-December-24
funds from ASBA Account
Credit of Equity Shares to Demat Accounts of Allottees 17-December-24

Commencement of trading of the Equity Shares on the 18-December-24
Stock Exchanges
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Annexure

Consolidated Financials

Profit & Loss

Rs.in Cr.

Particulars Period ended Period ended Period ended

30-Jun-24 (3 Months)  31-Mar-24 (12 Months)  31-Mar-23 (12 Months)
Revenue from operations 342.27 875.00 539.47
Total expenditure 343.60 853.10 617.04
Operating Profit -1.33 21.91 -77.57
OPM% -0.39 2.50 -14.38
Other Income 3.56 15.31 21.65
PBDIT 2.23 37.22 -55.92
Depreciation 2.00 4.32 4.28
PBIT 0.23 32.91 -60.20
Interest 6.58 18.83 20.42
Profit Before Tax -6.35 14.08 -80.63
Tax 0.27 0.00 3.19
PAT -6.61 14.08 -83.81

Balance sheet is on next page
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Balance Sheet Rs. in Cr.
Particulars As on 30-Jun-24 As on 31-Mar-24 As on 31-Mar-23

Non-current assets
Property, plant and equipment 10.29 5.97 212
Right-of-use assets 10.70 9.87 12.42

Financial Assets

Investments 4.61 4.61 1.62
Other financial assets 255 2.52 1.77
Non-current tax assets (net) 112.44 112.44 133.95
Other non-current assets 23.72 29.11 11.73
Total Non Current Assets 164.30 164.50 163.60

Current assets

Financial Assets

Trade Receivables 109.20 81.09 75.85
Cash and cash equivalents 80.90 92.85 93.68
Bank balances other than cash and 325.08 294.64 268.02

cash equivalents

Other financial assets 184.32 175.19 83.59
Other current assets 44.30 46.38 29.60
Total current assets 743.80 690.15 550.73
Total Assets 908.10 854.65 714.33

Non-current liabilities

Financial liabilities

Borrowings 30.90 42.35 22.50
Lease liabilities 9.48 9.16 11.38
Other financial liabilities 0.04 0.04 0.04
Provisions 3.10 2.52 2.20
Total non-current liabilities 43.51 54.06 36.11

Current liabilities

Financial liabilities

Borrowings 175.44 169.35 169.78
Lease liabilities 2.80 2.22 1.92
Trade payables - MSME 4.20 9.44 9.43
Trade payables - other than MSME 227.75 217.63 108.41
Other financial liabilities 281.72 223.41 229.96
Other current liabilities 11.02 13.18 13.88
Provision 3.02 2.78 2.16
Current Tax Liabilities (Net) 0 0 0
Total current liabilities 705.95 638.00 535.53
Total 749.45 692.06 571.64

Net worth represented by:

Equity Share Capital 11.44 11.44 11.44
Other equity 147.21 151.15 131.26
Net Worth 158.65 162.59 142.69
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RANKING METHODOLOGY
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Investments 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. The securities quoted are for illustration only and are not recommendatory. SMC is a SEBI

\registered Research Analyst having registration number INH100001849. CIN : L74899DL1994PLC063609. )
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SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (‘SEBI”) and is licensed to carry on the business of broking, depository services and related
activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI| (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered
member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL
and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBF C with SEBI and Reserve Bank of India. It also has registration with AMF| as a Mutual Fund Distributor.

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in
securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its
Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this
Report. SMC orits associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report.

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC
during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report.
The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by
the Research Analystin this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any
warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision.

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.
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Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. Itis only for private circulation and use.
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any
person due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the
macro and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and
employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject
company(ies) mentioned here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject
company(ies) discussed herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other
potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.
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