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Affle India is a digital marketing and advertising company that focuses on targeted mobile
marketing using artificial intelligence and data Analytics to show relevant mobile advertising to the
user so as to convert him to click / sign up and make a purchase. It's the ads we see on social
media and websites which are targeted to specific users based on their digital profile and history.

The whole play is on increasing penetration of mobile shopping, online payments, increased mobile
+ data penetration and changing consumer trends to make purchases online.

The company operates in a segment that thrives on 4 key pillars:

1. Discretionary spending by consumers :

Online shopping of discretionary and non-essential products & services is a key driver,
though educational services and other targeted ads that target consumers mindshare during the
lockdown could see higher traction (over this could be affected in the medium term due to covid job
losses income contractions etc.)

2. Advertising budgets:
Tie ups with agencies and companies along with high ad spend budgets of producers,
sellers, companies are key drivers (Near term outlook is weak on this)

3. Digital & Mobile Penetration:
Higher mobile, data, smart phone, online shopping penetration, data usage (This lever
remains intact in the long term)

4. International Competition and Technological Edge:
Data Analytics/ servers / data centres and data base of customers.Some bigger players
could have much deeper and lasting data access of customer behaviour (google/ Facebook / Tiktok
/ amazon etc.) which affle doesn’t have a direct advantage.

It's a Zero debt, non capital intensive business, with ROE Profile above 65 %.

It's at a Trailing PE of 65 with trailing (Profit) growth profile of 45 %, trading PEG of 1.4.

With 350-400 cr Topline and market cap at 3200 cr, the company is at 9-10 times Sales, which makes
valuation vulnerable in the short term given hazy outlook on growth driven by discretionary consumer
spending and reduction in corporate advertising budgets.
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This is a long term story on penetration of digital shopping and spending where affle seems well poised
to grow its position in the digital ecosystem over the long run. One must keep a close track of
competition evolving in the segment by global biggies and well funded domestic players like MOENGAGE
& Clear Tap.

The key metric to track here is

Cost per converted users (think ARPU or Revenue per converted user) *Number of Converted Users =
Revenue

We have seen a strong growth of ~35 % in number of converted users ( from 41.6 million to 56 million
YoY for 9M ending Jan20 ) but flattish growth trend in cost per converted user at Rs. 41.2 (from 40.4)
and this metric must improve to see sizeable impact on revenue which will directly flow down to profits.
The company does have a good management team, strong patented portfolio of products, high security
measures, and global tie ups with e-commerce companies, brands and agencies- thus giving it levers for
sustainable growth.

Affle India, being a multinational ( with 50 % Indian revenue and 50 % international revenue) does not
provide a pure domestic consumption story, and depends on emerging trends, consumer spending and
international competition by local players in these foreign markets- hence keeping a track of global
developments on these fronts would be critical.

Overall this deserves some allocation in the portfolio with a long term view, despite higher valuations
and near term demand headwinds, being a debt free, asset light business model providing a pure
technology play, on increasing digital & mobile spending and shopping, that seems to have multiyear
visibility and a long runway for growth.
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DISCLAIMER

This document has been prepared by Prabhudas Lilladher (PL) and is meant for sole use by the recipient and
not for circulation. The information and opinions contained herein have been compiled or arrived at, based
upon information obtained in good faith from sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made as to its
accuracy, completeness or correctness. All such information and opinions are subject to change without
notice. This document is for information purposes only.

The document should not be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments, mentioned herein. This offers only a perspective on the instrument covered for
advisory clients who need advice on the respectvie instrument. The suitability of the investment or advice
herein, depends on the clients unique circumstances and risk profile. Hence recieipents must consider their
risk appetite (ability & willingness) , time horizon, liquidity needs amongst other factors before acting on the
advice.

We/I, Mr. Siddharth Vora (CA, CFA, MSc, SEBI Certified Investment Advisor & Research Analyst), author and
the name subscribed to this report have not received any compensation from the companies mentioned in the
report in the previous twelve months.

Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature
for the information, statements and opinion given, made available or expressed herein or for any omission
therein. Recipients of this document should be aware that past performance is not necessarily a guide to future
performance and value of investments can go down as well. The suitability or otherwise of any investments will
depend upon the recipient’s particular circumstances and, in case of doubt, advice should be sought from an
independent expert/advisor.
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