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ISSUE SUMMARY  

Issue Opens  19-Jun-17 

Issue Closes 21-Jun-17 

Offer Price (INR per share) 145-149 

Pre Issue Shares o/s (mn) 104.5 

Offer for Sale (No of sh. mn) 35.17 

Post Issue shares o/s (mn) 104.5 

Issue Size (INR mn) 5099-5240 

  QIB 50% 

  Non-institutional 15% 

  Retail 35% 

  

 
 
 

POST ISSUE DETAILS  

Mcap@INR 149/sh INR mn) 15570.5 

Shareholding pattern 
Promoters  

 
16% 

Non-Promoters  84% 

 

 

  

  

  
 

  
 
 
 
 
 
 
 
  

  

Investors are advised to refer through 
disclosures made at the end of the 
Research Report. 

  

  

Introduction: Incorporated in 1999, Central Depository Services (India) 
Limited (CDSL), a subsidiary of BSE Limited operates as a securities 
depository in India. They offer various services, such as account opening, 
demat, processing delivery & receipt instructions, account statement, re-
mat, pledging, nomination, transmission of securities, change in address, 
bank account details and SMS services for depository participants. CDSL 
also offers facilities to issuers to credit securities to a shareholder or 
applicants demat account, KYC services in respect of investors in capital 
markets to capital market intermediaries and facilities to allow holding of 
insurance policies in electronic form to the holders of these insurance 
policies of various insurance companies. They also provides online 
services such as e-voting, e-locker, national academy depository, 
electronic access to security information, electronic access to security 
information and execution of secured transaction, drafting and 
preparation of wills for succession and mobile application and 
transactions using secured texting. It serves investors through 
intermediaries such as depository participants, issuer companies, 
registrar and transfer agents, beneficial owners, and clearing members 
 

Object of issue: To achieve the benefits of listing the equity share on 

NSE and sale of up to 35.2 mn Equity Shares by existing shareholders 

 

View: CDSL is the second largest depository in terms of market share and 
has been growing at decent CAGR of 23%/14% in 3/5 years (and revenues 
grew by 13%/18%). Further, the key positive about the company is that it 
has controlled operating expenses in last 3 years which has led to 
significant margin expansion of 1150 bps since FY15 to 54% in FY17. At 
the upper band of INR149, the offer is available at 18.2x FY17 EPS which 
we believe is attractive considering - 1) strong parentage and entry 
barrier 2) stable earnings growth 3) strong margins and 4) decent ROE of 
16%. Hence we recommend to SUBSCRIBE for long term investment. 

 
Financials (INR mn) :  

Y/E March FY13 FY14 FY15 FY16 FY17 

Revenue 
                

907  
                

889  
             

1,053  
             

1,229  
             

1,460  

Growth   -2% 18% 17% 19% 

EBITDA 357 327 452 639 794 

EBITDA 
Margin 

39% 37% 43% 52% 54% 

PAT 505 495 575 911 866 

EPS 4.8 4.7 5.5 8.7 8.2 

ROE 30% 14% 15% 20% 17% 

ROCE 10% 8% 9% 12% 14% 

Source: RHP 

 



CDSL 
      

June 2017 2 

 

Key Strengths  
 
Highest share of incremental growth of BO accounts and second largest in 
terms of market share, continue to focus on developing new DPs and 
leverage existing network: 
CDSL is the leading securities depository by incremental growth of BO accounts and 
by the total number of registered DPs. It is second largest depository in India in 
terms of market share. As on April 2017, the company has 589 DPs (from 574 in 
FY15), servicing across 29 states and 7 union territories. The number of service 
centres grew at CAGR of 21.4% from 11,877 in FY15 to 17,489 in FY17 and BO 
accounts grew at a CAGR of 13% from 9.6mn in FY15 to 12.3mn in FY17. The 
company is aiming to expand its network of DPs and service centres. It expect 
significant portion of new DPs in tier II and tier III cities due to relatively lower 
penetration in these cities. 
 

 

 
 
 
Source: RHP 

 
 
 

58% 

42% 

Revenue Market Share FY16 

NSDL CDSL

39% 40% 40% 40% 41% 43% 44% 

61% 60% 60% 60% 59% 57% 56% 

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17

Number of Demat Accounts: Market Share 

CDSL NSDL
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Stable/recurring revenue stream: 
The company has diversified offerings for its several clients which are DPs, 
Corporates, Stock Exchanges, Clearing Corporations, Registrars and the Investors. 
This has provided the company with multiple streams of stable and recurring 
operating revenue like income from fixed annual charges (AMC) collected from 
companies registered with them and transaction-based fees collection. The 
company also offers dematerialization for securities including equity shares, 
preference shares and bonds of public and private companies, units of mutual funds, 
government securities, commercial papers and certificates of deposits. It also 
leverages on its existing relationship with corporates to offer services like e-notices 
and e-voting services which generates an additional source of revenue. 

 
High economies of scale leading to expand EBIDTA margin: 
As per RHP, the company has fixed operating costs and thus high economies of scale 
which has helped to improve margins. Other expenses as % of total expenses 
reduced from 66% in FY15 to 62% in FY17. Other main cost components are 
employee expenses, software development and maintenance cost. As a result of 
high economies of scale and better cost control, EBITDA margins have improved 
from 43% to 54% over FY15 to FY17, EBITDA grew by 33% CAGR as against 18% 
CAGR in revenues over FY15-17. 
 

 
Key Concerns 
 

 The company’s securities depository business competes closely with 

competitor for DPs, investor accounts and number of instruments. 

 Appointment of CERSAI as central KYC registration agency may have a 

significant adverse impact on the business prospects and result of 

operations of its Subsidiary, CDSL Ventures. 
 A large proportion of company’s business is transaction-based and 

dependent on trading volumes. 
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Disclosures 
This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most)   to provide information about the company(ies) and/sector(s), if any, covered in the report and may be distributed by it and/or its 
affiliated company(ies). This report is for personal information of the selected recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement 
to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it.  This report is not for public distribution and has been furnished to you solely for your 
general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or 
needs of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value 
of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future  performance, future returns are not 
guaranteed and a loss of original capital may occur. 
 
MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have investment banking and other business relationships with some companies 
covered by our Research Department. Our research professionals may provide input into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek 
investment banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing this material may educate investors on investments in such 
business . The research professionals responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our 
research professionals are paid on twin parameters of performance & profitability of MOSt. 
 
MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives  of any companies that the analysts cover. Additionally, MOSt 
generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals  or affiliates may 
provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions 
that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing  among other things, may give rise to real or potential conflicts of interest.  MOSt and its 
affiliated company(ies), their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (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 company(ies) discussed herein or act as an advisor or lender/borrower to 
such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific 
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the  affiliates of MOSt  even though there might exist an inherent conflict of interest in some of the 
stocks mentioned in the research report  
 
Reports based on technical and derivative analysis center on studying charts company's price  movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with 
a report on a company's fundamental analysis. In addition MOST has different business segments / Divisions with independent research separated by Chinese walls catering to different set of customers having various objectives, risk 
profiles, investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets. 
 
Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt MOSt or any of its affiliates or employees from, any and 
all responsibility/liability arising from such misuse and agrees not to hold MOSt or any of its affiliates o r employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free and ha rmless 
from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein is based on publicly available data or other sources believed to be 
reliable. Any statements contained in this report attributed to a third party represent MOSt’s interpretation of the data, in formation and/or opinions provided by that third party either publicly or through a subscription service, and such use 
and interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or developments referred to in the document. While we would endeavor to update 
the information herein on reasonable basis, MOSt and/or its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so. 
MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. MOSt 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.  
 
Most and it’s associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant banking or brokerage services, may have received any compensation for 
products or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months. 
 
Most and it’s associates have not received any compensation or other benefits from the subject company or third party in connection with the research report. 
 
 Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report 
 
MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the date of publication of the research  in the securities mentioned in this report. To 
enhance transparency, MOSt has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report. 
 
Motilal Oswal Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. SEBI Reg. No. INH000000412 
 
Pending Regulatory inspections against Motilal Oswal Securities Limited: 
SEBI pursuant to a complaint from client Shri C.R. Mohanraj alleging unauthorized trading, issued a letter dated 29th April 2014 to MOSL notifying appointment of an Adjudicating Officer as per SEBI regulations to hold inquiry and adjudge 
violation of SEBI Regulations; MOSL replied to the Show Cause Notice whereby SEBI granted us an opportunity of Inspection of Documents. Since all the documents requested by us were not covered we have requested to SEBI vide our 
letter dated June 23, 2015 to provide pending list of documents for inspection. 
 
List of associate companies of Motilal Oswal Securities Limited -Click here to access detailed report  

A graph of daily closing g prices of securities is available at www.nseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.  
 
Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be 
directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally responsible for 
preparation of MOSt research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 
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Regional Disclosures (outside India) 

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 MOSt & its group companies to registration or licensing requirements within such jurisdictions 
 
 
 
 

 

 
Motilal Oswal Securities Ltd 

Motilal Oswal Tower, Sayani Road, Prabhadevi, Mumbai 400 025 
Phone: +91 22 3089 4200  E-mail: info@motilaloswal.com 


