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CarTrade Tech Ltd.

Company Background

Cartrade Tech Ltd. ("Cartrade") was incorporated on April 28, 2000. Cartrade is a multi-
channel auto platform with coverage and presence across vehicle types and value-added
services. They offer 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. Their
platforms are operated by 221 technology employees working at their 3 technology
centers as of June 30, 2021, Cartrade’s platforms operate under several brands: CarWale,
CarTrade, Shriram Automall, BikeWale, CarTrade Exchange, Adrait Auto and AutoBiz.

Issue Details
The offer comprises Offer for sale of Equity Shares aggregating upto Rs.2998.51Cr.

Issue Objectives
Repayment to achieve the benefits of listing the Equity Shares on the stock
exchanges.
To carry out an offer for sale.

IPO share allotment pattern

SR Allocation Nusll111ber of Issue Size at Issue Size at
ares Rs.1585 (Rs.Cr) Rs.1618 (Rs.Cr)
QB 50% 92,66,108 1,468.68 1,499.26
Non-Institutional 15% 27,79,832 440.60 44878
Retail 35% 64,86,276 1,028.07 1,049.48
Total 1,85,32,216 2,937.36 2,998.51

Source: Company RHP, ACMIIL Research, *Issue at Upper price band

Outlook and Valuations

Cartrade is a multi-channel auto platform with coverage and presence across vehicle
types and value-added services. Annual new car sales in India are expected to grow from
2.7 million new cars in financial year 2021 to 4.4 million new cars in financial year 2026,
while annual used car sales is expected to grow from 4.4 million used cars in financial
year 2020 to 8.3 million used cars in financial year 2026. There is substantial headroom
for the Indian auto industry to grow. This growth will definitely benefit Cartrade. At the
upper price band of Rs.1618/-, the stock is valued at 84.3x of FY21E earnings of Rs.19.19
and if we exclude accounting adjustments for deferred tax, then the asking price is at a
P/E of around 199.35. Hence, we recommend only high-risk investors should subscribe
to the issue from a listing gains prospective.

Investment Rationale

Business Overview

Cartrade is a multi-channel auto platform with coverage and presence across vehicle
types and value-added services. Their platforms operate under several brands: CarWale,
CarTrade, Shriram Automall, BikeWale, CarTrade Exchange, Adroit Auto and AutoBiz.
Through these platforms, they enable new and used automobile customers, vehicle
dealerships, vehicle 0EMs and other businesses to buy and sell their vehicles in a simple
and efficient manner. Company's vision is to create an automotive digital ecosystem
which connects automobile customers, OEMs, dealers, banks, insurance companies and
other stakeholders.
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The automotive ecosystem is highly fragmented and complex. The process of buying vehicles requires buyers to go through several
channels and numerous stages. The multiplicity of transactions creates potential inefficiencies and can negatively affect the margins of
the seller that can be achieved on the sale of a vehicle. Collectively, the inefficiencies in the ecosystem highlight the opportunity for an
online automotive marketplace to bring together and match the right vehicle buyers and vehicle sellers on a single platform. Accordingly,
there has been a constant move towards online automotive portals, and the total addressable market for online automotive portals in
India was estimated at USS 14.3 billion in the financial year 2020.

A summary of the key offerings is as follows:

CarWale and CarTrade: Car shoppers can visit their CarWale and CarTrade platforms to research and connect with dealers, OEMs and
other partners to sell and buy cars from the large variety of new and used cars offered by them. In addition, Cartrade engage with
financing and automotive ancillary companies to offer their products and services on CarWale and CarTrade.

BikeWale: Customers looking for new and used two-wheelers can research and connect with dealers, OEMs and other partners on
BikeWale to sell and buy two-wheelers from the large variety of new and used two-wheelers offered by them.

Shriram Automall: Company's subsidiary, Shriram Automall, facilitates sales of pre-owned cars, two-wheelers, commercial vehicles,
three-wheelers, and farm and construction equipment.

CarTrade Exchange: It is an online auction platform and a used vehicle enterprise resource planning (“ERP") toal. It is used by consumers,
business sellers, dealers and fleet owners to sell vehicles to automotive dealers and fleet owners, Automotive dealers also use CarTrade
Exchange to manage their processes for procurement, inventory management and customer relationship management (“CRM").

Adroit Auto: It offers vehicle inspection and valuation services used by insurance companies, banks and other financial institutions.
AutoBiz: It provides new car dealers a CRM solution to manage their customers in an efficient manner,

A snapshot of the ecosystem and network effects created by their key offerings:
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COMPETITIVE STRENGTHS

Leading Marketplace for Automotive Sales with a Synergistic Ecosystem

Cartrade is a multi-channel auto platform with coverage and presence across vehicle types and value-added services. Their custom-built
platforms provide an intuitive vehicle buying and selling experience. They offers a variety of solutions across the automotive transaction
value chain from discovery and research tools, pricing and auto financing information to connecting consumers with dealers and OEMs
for both used and new vehicle purchases. They also provide vehicle buyers with dynamic, personalized and real-time financing offers
from multiple finance providers digitally through their finance platforms. They also provide other related services such as vehicle
inspection and valuation through Adroit Auto as well as ERP and CRM tools through AutoBiz for their stakeholders.

Brands and Customer Experience Driving Powerful Network Effects

Company's brands, CarWale, CarTrade, Shriram Automall, BikeWale, CarTrade Exchange, Adroit Auto and AutoBiz, are trusted brands
for automotive buyers and seller. Their brands, CarWale and BikeWale, ranked number one on relative online search popularity when
compared to their key competitors over the period from April 2020 to March 2021, The strength of their brands and their association with
trust, quality and reliability is a key attribute in their business, which increases consumer confidence and influences their consumption
behaviour.

Google Trends — Relative Search Interest Over Time (India - “Autos and Vehicles” category)! — Canvale Google Trends — Relative Search Interest Over Time (India — *Autos and Vehicles” category)! = BikeWale
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Source: Company RHP, ACMIIL Research, Google Trends Tool, RedSeer analysis

Proprietary End-to-End Technology Platforms

The end-to-end technology platforms largely developed by their in-house team, allows them to offer a seamless solution to their
customers, They have a team of 221 technology employees located at their 3 technology centres as of June 30, 2021, They also use
machine learning and artificial intelligence ("Al") to advance their proprietary pricing, marketing and inventory technology for customers
to enhance their experience and to keep their systems up to date with technological advancements. They focus on leveraging their
proprietary technology platforms and analytics and data frameworks to guide consumers. Due to their deep understanding and
technology penetration, they offers a suite of products which can be deployed or sold to third parties such as automotive dealers,
OEMs, financial institutions or fleet owners, Their white-labelled solutions in CRM, used car ERP and other areas have been used by or
licensed to BMW India Pvt Ltd ("BMW India") and MG Motor India Pvt Ltd (“MG Motor").

Focus on Data Science to Provide Superior Solutions

Cartrade has a large data set on vehicles in India. They obtains data through their websites and apps, when, a vehicle is listed on
CarWale or when data is entered by dealers into CarTrade Exchange, their ERP tool for dealers. Their websites and apps handled
approximately 1.76 million user sessions per day for the 3 months ended June 30, 2021, and directly deliver the relevant data into their
systems. Their statisticians and data scientists have developed complex and proprietary algorithms to leverage this data to provide
pricing tools, product reviews and market insights as well as reports to consumers, dealers, financial institutions and OEMs through their
web and mobile user interfaces in an engaging and easy to understand way.

Profitable and Scalable Business Model

Cartrade operates on an asset-light business model, operating only 114 auto-malls, a large majority of which they lease or rent from
third parties. They have invested significantly in building technology platforms that can manage considerably increased offerings
without requiring sizable additional investments, and their growing scale has resulted in a decrease of the share of fixed costs.
Together with their strong brands, longstanding relationships with customers, dealers and other stakeholders, and an expanding suite
of offerings, they have created a profitable and scalable business model.
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Cartrade Tech: Only Profitable Player
Mahindra First
Choice

Financials Comparison (Consolidated) carTrade tech Cars24 CarDekho

Revenue (Rs. Mn)

Total Revenue 3,183 30,652 7,547 3,758 1,795
Less: Purchase of Stock in Trade 162 23,654 3,074 1,678 0
Changes in inventories of finished goods, work-in-pro-
. 9 -560 -180 -52 0

gress and stock-in-trade
Adjusted Revenue 3,012 2,558 4,654 2133 1,795
Expenses (Rs. Mn)
Advertising Promotional Expenses 241 1,415 1,461 145 1,979
Employee Benefit Expenses 1,342 2,172 3,388 653 420
Other Expenses (excluding Finance costs, Depreciation &

L 1,077 3,059 4,105 1,475 2,177
Amortisation expenses &Taxes)
Profitability (Rs. Mn)
EBITDA 592 -2,672 -2,840 -5 -803
% of Total Revenue 18.6% -8.7% -37.6% 0.1% -44.7%
PAT 292 -2.850 -3.265 -70 -829
% of Total Revenue 9.2% -9.3% -43.3% -1.9% -46.2%

Source: Company RHP, ACMIIL Research
Investment Rationale

Strong network effects driven by their unique content and transaction flywheels

The end-to-end Food Services approach makes Zomato the most unigue Food Services platform globally combining the offerings of
platforms such as Yelp, DoorDash and OpenTable in a single mobile app. They had 389,932 Active Restaurant Listings across 525 cities
in India, as of March 31, 2021, Restaurant listings on their platform include data points such as photos of the menu, photos of the
restaurant premises, address and GPS coordinates, phone number, website, social media presence (Facebook and Twitter links), cuisine,
opening timings, average cost for a meal, free parking availability, indoor or outdoor seating availability, free Wi-Fi availability, whether
the restaurant offers live entertainment, has a smoking room, whether table booking is recommended, among others. They term this
information about restaurants as “Structured Content”,

They collect and curate all Structured Content using a feet-on-street approach, aided by in-house developed technology which helps
them do this in a cost effective manner. Outside of Structured Content, they also have CGC which consists of reviews, ratings and
photos posted by customers on their platform. In Fiscal 2021, 12,7 million customers generated 61.8 million units of CGC on their platform.
Their focus on content attracts a large number of customers to their platform organically. During Fiscal 2021, 68% of their new customers
were acquired organically and not through any paid advertisements. Their customers value the rich content of the restaurant listings on
their platform and further enhance the richness of the restaurant listing content by adding their own reviews and photos to the platform
which leads to a virtuous cycle of more new customer acquisition.
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Financial Shapshot (Consolidated)

Particulars (Rs. Mn)
Equity share capital

Net worth

Net asset value per share
Debt to Equity Ratio
Revenue from Operations
EBITDA (Excluding Other Income)
EBITDA %

Net Profit

Diluted EPS (Rs)

ROE

ROCE

Source: Company RHP, ACMIIL Research

Risk and Concern

FY19
35
12,314
318
0
2,433
295
121%
259
3.87
1.36%
1%

FY20
35
12,623
326
0
2,983
397
13.3%
313
5.07
1.73%
2%

Fy21
36
16,806
407
0
2,497
394
15.8%
1.0M
18.19
5.43%
1%

1. Cartrade may be adversely affected by a general decline in individual car ownership or sudden declines in demand for certain types

of vehicles.

2. The extent to which the COVIB-19 pandemic may affect the company's business, results of operations, cash flows and financial

condition in the future is uncertain and cannot be predicted.

3. The company may experience disruptions, failures or breaches of its technology platforms.
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ACMIIL Retail Research Products

Informational Products Recommendation Products

Morning Notes Momentum Calls

Equi-Tea Positional Calls

Market Watch Smart Delivery Calls
Investor First Magazine Investment ldeas
IPO/NCD/ETF/OFS/BOND Master Trades High Risk
Market Pulse Master Trades Medium Risk
RBI Monetary Policy Techno-Funda

Union Budget Report Top Mutual Fund Schemes
Weekly Derivative Synopsis Portfolio Review

Rollover Snapshot Stock Basket

Asit C. Mehta

INVESTMENT INTERRMEDIATES LTD.

Information pertaining to Asit C. Mehta Investment Interrmediates Limited (ACMIIL):
Retail Research Desk: ACMIIL is a SEBI registered Stock Broker, Merchant Banker, Portfolio Manager and Depository Participant.
It is also a AMFI registered Mutual Fund Distributor, It does not have any disciplinary history. Its associate/
Email: retailresearch@acm.co.in group companies are Asit C. Mehta Commodity Services Limited, Asit C. Mehta Realty Services Pvt. Ltd, Asit
C. Mehta Forex Pvt. Ltd, Nucleus IT Enabled Services , Asit C. Mehta Financial Services Limited (all providing
Research Analyst Registrution Number: services other than stock broking merchant banking and portfolio management services.).

INHO00002483
Disclosures

CIN: U65990MH1993PLC0O75388 ACMIIL/its associates and its Research analysts have no financial interest in the companies covered on
An 1SO 9001:2015 Certified the report. ACMHL(itS ussociutes‘und Reseurch analysts did not have uc‘FuGI/be‘neficiuI angrship of one
Compuny per ceqt oIr more in the companies being Eoyered at ‘the end of month immediately precedlng the dulte

of publication of the research report. ACMIIL/its associates or Research analysts have no material conflict
of interest, have not received any compensation/benefits for any reason (including investment banking/
merchant banking or brokerage services) from either the companies concerned/third parties with respect
to the companies covered in the past 12 months., ACMIIL/its associates and research analysts have neither
managed or co-managed any public offering of securities of the companies covered nor engaged in market
making activity for the companies being covered. Further, the companies covered neither are/nor were a
client during the 12 months preceding the date of the research report. Further, the Research analyst/s cov-
ering the companies covered herein have not served as an officer/director or employee of the companies
being covered

Disclaimer:

This report is based on information that we consider reliable, but we do not represent that it is accurate
or complete and it should not be relied upon such. ACMIIL 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 the report. To enhance transparency we have incorporated a Disclosure of
Interest Statement in this document. This should however not be treated as endorsement of the views
expressed in the report.

You are also requested to refer to the disclaimer (which is deemed to be part and parcel and is applicable
to this research report as well) : http://www.investmentz.com/disclaimer

Follow us on:

flolinlv]Q
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