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Execution delays impact quarter

CMS Info Systems (CMSINFO IN) posted flat revenue in Q3 as a 10% decline in the
Managed Services segment (mainly on account of a delay in orderbook execution)
offset an 8% YoY growth in Cash Logistics. The company has executed ~30% of past
five quarters’ order wins (INR 1.9bn) and thus, delayed execution has deferred revenue.
EBITDA margin rose 150bps YoY and 290bps QoQ to 27.4%. Margin improvement was
mainly attributable to the cards segment. Margin for Managed Services rose 220bps
sequentially due to a mix change towards services segments. Overall EBITDA grew by
6% YoY and PAT by 7% YoY.

Guidance cut, expect muted Q4 on higher base: CMSINFO has cut its FY25 revenue
guidance to INR 2.45-2.5bn from INR 2.5-2.6bn, which translates into a muted revenue
trajectory for Q4FY25. Q4FY24 revenue had higher revenue from sales of lumpy
products. We believe revenue recognition from pending orderbook will be delayed till
FY26. The orderbook challenges are only a case of revenue deferment. For Q4, we
estimate revenue growth of 2% YoY, translating into FY25E revenue growth of 8% YoY
to INR 24.4bn, lower than guided. Subsequently, we expect FY26 revenue to be higher
as the base for FY25 resets.

New businesses seeing good traction: CMSINFO has been piloting remote monitoring
projects with retail and e-commerce clients and has subsequently won an order from
a quick commerce player to implement remote monitoring services at dark stores. This
segment has an internal rate of return (IRR) of 15-18%. Total order wins for 9MFY25
stood at INR 7bn (Q3: INR 3bn). We believe the foray beyond BFSI space provides
substantial opportunity for CMSINFO.

Industry consolidation playing out; opportunity for CMSINFO over medium term:
CMSINFO's large competitor in Cash Logistics and Managed Services segments has
faced operational challenges due to high balance sheet leverage leading to disruption
and instability for bank partners. This will likely lead to a shift in relationships and
contracts to CMSINFO, thereby aiding growth.

Reiterate BUY at enticing valuations: We pare down our TP from INR 720 to INR 620 on
account of downward revision in estimates and valuation multiples — We revise our
one-year forward EPS to INR 31 from INR 33 and valuation multiple to 20x P/E from 22x
P/E (factoring in lower growth).

However, we view the recent price corrections as excessive, as the current price does
not fully reflect the value of cash on balance sheet (13% of market capitalisation), and
stable operating cash flows owing to annuity and long-term contracts. The unexecuted
order wins in the past five quarters of ~INR 13bn represent ~18% of market
capitalization. Retain BUY.

Key Financials

YE March FY23 FY24 FY25E FY26E FY27E
Revenue (INR mn) 19,147 22,647 24,453 27,664 31,293
YoY (%) 20.4 18.3 8.0 13.1 13.1
EBITDA (INR mn) 5,377 5,995 6,298 7,291 8,262
Adj EBITDA margin (%) 28.1 26.5 25.8 26.4 26.4
Adj PAT (INR mn) 3,041 3,743 3,987 4,526 5,113
YoY (%) 33.0 23.1 6.5 13.5 13.0
Fully DEPS (INR) 19.1 23.1 24.6 27.9 31.5
RoE (%) 21.1 19.8 17.8 17.8 17.4
RoCE (%) 23.5 24.2 24.0 24.9 25.1
P/E (x) 14.5 16.9 18.2 16.1 14.2
EV/EBITDA (x) 7.4 9.2 10.1 8.7 7.4

Note: Pricing as on 6 February 2025; Source: Company, Elara Securities Estimate
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Financials (YE March)

Income statement (INR mn) FY23 FY24 FY25E FY26E FY27E
Net revenue 19,147 22,647 24,453 27,664 31,293
EBITDA 5,377 5,995 6,298 7,291 8,262
Less: Depreciation & amortization 1,318 1,502 1,597 1,865 2,110
EBIT (Operating profit) 4,059 4,493 4,701 5,425 6,152
Less: Interest expense 196 162 145 148 155
Add: Other income 147 340 475 551 602
PBT 4,010 4,671 5,032 5,829 6,599
Less taxes 1,038 1,199 1,292 1,497 1,694
Reported PAT 2,972 3,471 3,740 4,332 4,905
Adjusted PAT 3,041 3,743 3,987 4,526 5,113
Balance sheet (INR mn) FY23 FY24 FY25E FY26E FY27E
Share capital 1,544 1,628 1,628 1,628 1,628
Reserves 14,081 17,840 20,961 24,537 28,547
Lease liabilities 2,033 1,809 1,845 1,932 2,067
Other LT liabilities 217 321 267 305 350
Total liabilities 17,875 21,597 24,700 28,402 32,591
Net tangible assets 4,697 4,677 5,641 7,355 8,373
Net intangible assets 109 64 36 28 17
Net ROU assets 1,826 1,558 1,481 1,423 1,383
Capital work in progress (incl intangible assets under development ) 203 181 181 181 181
Goodwill 2,061 2,061 2,061 2,061 2,061
Other LT assets 996 1,264 898 1,182 1,465
Cash and cash equivalents 4,355 7,522 9,658 11,067 13,424
Net working capital 3,628 4,272 4,743 5,104 5,686
Total assets 17,875 21,597 24,700 28,402 32,591
Cashflow statement (INR mn) FY23 FY24 FY25E FY26E FY27E
Operating cash flow 4,068 4,399 5,083 5,680 6,275
Less: Capex (1,914) (1,061) (2,032) (3,029) (2,524)
Free cash flow to firm 2,154 3,338 3,051 2,651 3,751
Investing cash flow (1,313) (2,190) (599) (1,379) (2,345)
Financing cash flow (522) (521) (1,480) (1,554) (1,738)
Net change in cash 320 627 973 (282) (332)
Ratio analysis FY23 FY24 FY25E FY26E FY27E
Income statement ratios (%)

Revenue growth 20.4 18.3 8.0 13.1 13.1
EBITDA growth 345 11.5 51 15.8 13.3
PAT growth 32.7 16.8 7.7 15.8 13.2
EBITDA margin 28.1 26.5 25.8 26.4 26.4
Net margin 15.5 15.3 15.3 15.7 15.7
Return and liquidity ratios

Net debt/equity (x) (0.1) (0.2) (0.3) (0.3) (0.4)
ROE (%) 21.1 19.8 17.8 17.8 17.4
ROCE (%) 26.2 24.8 22.7 22.8 22.4
Per share data and valuation ratios

Diluted EPS (INR) 19.1 23.1 24.6 27.9 31.5
EPS growth (%) 30.6 20.7 6.5 13.5 13.0
DPS (INR) 4.8 5.8 6.0 6.9 7.8
P/E (x) 14.5 16.9 18.2 16.1 14.2
EV/EBITDA (x) 7.4 9.2 10.1 8.7 7.4
EV/sales (x) 2.1 2.4 2.6 2.3 2.0
Price/book (x) 2.7 3.3 3.2 2.8 2.4
FCFF yield (%) 5.4 6.0 4.8 4.2 6.1
Dividend yield (%) 1.7 1.5 1.3 1.5 1.8

Note: Pricing as on 6 February 2025; Source: Company, Elara Securities Estimate
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Quarterly financials

Y/E March (INR mn) Q3FY25 Q3FY24 YoY% Q2FY25 QoQ% 9MFY25 9MFY24 YoY%
Revenue 5,815 5,823 (0.1) 6,245 (6.9) 18,055 16,376 10.3
EBITDA 1,595 1,508 5.8 1,530 4.2 4,647 4,440 4.7
EBITDA margin (%) 27.4 25.9 1.5 24.5 2.9 25.7 27.1 (1.4)
Other income 117 78 49.6 137 (14.3) 369 229 61.4
Finance cost 47 39 20.4 52 (8.9) 136 122 11.8
Depreciation 410 377 8.8 389 5.4 1,187 1,105 7.5
PBT 1,254 1,170 7.2 1,225 24 3,692 3,442 7.3
Tax 322 299 7.8 316 1.9 943 885 6.6
Tax rate (%) 25.7 25.6 0.1 25.8 (0.2) 25.5 25.7 (0.2)
Reported PAT 932 871 7.0 9209 25 2,749 2,557 7.5
Adj. PAT margin % 16.0 15.0 1.1 14.6 15 15.2 15.6 (0.4)
EPS (INR) 5.6 5.4 3.5 5.4 2.6 10.9 10.5 3.8
Segmental revenue (INR mn)
Cash management services 4,044 3,750 7.8 3,899 3.7 11,814 10,862 8.8
Managed services 1,905 2,126 (10.4) 2,467 (22.8) 6,588 5,589 17.9
Others 194 200 (2.7) 170 14.6 543 620 (12.6)
Segmental EBIT (INR mn)
Cash management services 1,034 976 6.0 973 6.3 2,994 2,867 4.4
Managed services 313 376 (16.7) 351 (10.9) 1,024 1,065 (3.9)
Others 62 35 79.7 47 325 158 75 111.2
Segmental EBIT margin (%)
Cash management services 25.6 26.0 (0.4) 25.0 0.6 25.3 26.4 (1.1)
Managed services 16.4 17.7 (1.2) 14.2 2.2 15.5 19.1 (3.5)
Others 32.1 17.4 14.7 27.8 4.3 29.2 12.1 171
Source: Company, Elara Securities Research
Exhibit 1: Quarterly summary
Y/E March (INR mn) Q3FY23 Q4FY23 Q1FY24  Q2FY24  Q2FY24 Q3FY24  Q4FY24  QIFY25 Q2FY25  Q3FY25 YoY% Q0Q%
Revenue 4,883 5,014 5,116 5,437 5,437 5,823 6,271 5,994 6,245 5,815 (0.1) (6.9)
EBITDA 1,355 1,441 1,476 1,456 1,456 1,508 1,554 1,523 1,530 1,595 5.8 4.2
EBITDA margin (%) 27.7 28.7 28.9 26.8 26.8 25.9 24.8 25.4 24.5 27.4 15 29
Other income 48 47 67 83 83 78 112 115 137 117 49.6 (14.3)
Interest 46 56 42 41 41 39 40 37 52 47 20.4 8.9)
Depreciation 324 355 364 364 364 377 397 388 389 410 8.8 5.4
PBT 1,032 1,078 1,137 1,135 1,135 1,170 1,229 1,213 1,225 1,254 7.2 2.4
Tax 274 278 294 292 292 299 314 305 316 322 7.8 1.9
Tax rate (%) 26.6 25.8 25.9 25.7 25.7 25.6 25.6 25.1 25.8 25.7 0.1 0.7
Reported PAT 758 799 843 844 844 871 914 908 9209 932 7.0 2.5
PAT margin % 15.5 15.9 16.5 15.5 15.5 15.0 14.6 15.1 14.6 16.0 0.5 15
EPS (INR) 4.7 5.0 5.2 5.2 5.2 5.4 5.6 5.5 5.4 5.6 35 2.6
Segmental revenue (INR mn)
Cash management services 3,383 3,506 3,507 3,605 3,605 3,750 3,882 3,871 3,899 4,044 7.8 3.7
Managed services 1,565 1,529 1,642 1,821 1,821 2,126 2,374 2,216 2,467 1,905 (10.4) (22.8)
Others 124 169 181 239 239 200 273 179 170 194 (2.7) 14.6
Segmental EBIT (INR mn)
Cash management services 854 934 939 953 953 976 984 986 973 1,034 6.0 6.3
Managed services 314 285 328 362 362 376 380 359 351 313 (16.7) (10.9)
Others 11 21 14 27 27 35 54 49 47 62 79.7 325
Segmental EBIT margin (%)
Cash management services 25.2 26.6 26.8 26.4 26.4 26.0 25.3 25.5 25.0 25.6 (0.8) 0.6
Managed services 20.0 18.7 19.9 19.9 19.9 17.7 16.0 16.2 14.2 16.4 3.4) 2.2
Others 8.7 12.5 7.6 11.1 11.1 17.4 19.7 27.3 27.8 32.1 21.0 4.3
Source: Company, Elara Securities Research
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Conference call highlights

Orderbook

»  CMSINFO faced execution delays in its INR 1.9bn+ orderbook, which impacted revenue.

»  Only 15% of the orderbook was executed by Hl, increasing to 30% by Q3, with a target to reach 60%
by Q4.

» Delays were caused by testing issues, technology upgrades, and handover delays from
incumbents.

»  FY26 revenue should benefit from this backlog, allowing for 15%+ growth in Managed Services

(MS) revenue.

Competition and industry disruption

4

A key competitor faced operational issues, disrupting the market and providing opportunities for
CMSINFO.

Banks are transitioning ATMs from the affected player to stronger players such as CMSINFO.

CMSINFO is engaging with private sector banks to convert contracts from transaction-based to
fixed-fee models for stability.

CMSINFO is cautious on BLAs (brown label ATMs) but is open to acquiring contracts that meet
IRR hurdles.

Outlook and guidance

4

14

4

Revenue growth for FY25 will be lower than the original INR 26bn estimated due to delays.

Medium-term growth projections: Cash Logistics: 10-13% CAGR, Managed Services & Tech: 15%+
CAGR, AIoT (Artificial Intelligence & IoT) Remote Monitoring Services (RMS): 15-20% CAGR.

Capex guidance for FY25 is INR 1.5-2bn, primarily to expand Managed Services.

Cassette Swap implementation

14

4

4

Revised guidelines by the RBI: Cassette swaps are now mandatory for all outsourced ATMs,
except cash recyclers.

CMSINFO has completed 25% of its implementation and will expand coverage from 30 to 80 cities.

Pricing, rollout, and execution are still under discussion with the banks and industry bodies.

AloT (Artificial Intelligence & IoT) expansion

4

4

4

4

Break-through win: CMSINFO has won an AloT remote monitoring contract with a quick
commerce company, marking entry into non-BFSI segments.

Retail and e-commerce sectors are now targets for CMSINFO’s AloT solutions.
AloT margin profile is strong, with project IRRs at 18-25%.

CMSINFO aims to increase AIoT's contribution to 10% of total revenue by FY27.

Execution and growth strategy

4

CMSINFO is focusing on expanding managed services for private banks, scaling AIoT solutions
in non-BFSI sectors, building a strong pipeline in bullion logistics and B2B payments, and
carefully evaluating acquisitions (but no active talks for buying a struggling competitor).
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Exhibit 2: Revenue was flat YoY as decline in Managed Services offset growth in Cash Logistics
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Exhibit 3: Cash Management revenue up by 8% YoY
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Exhibit 4: Managed Services business declined 10% YoY due to delays in order execution...
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Exhibit 5: ...leading to improved revenue mix from Cash Logistics in Q3
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Exhibit 6: Operating expense declined 2% YoY and improved as a percentage of sales, propping margin
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Exhibit 7: Fixed cost mix increased due to operating leverage
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Exhibit 8: Order wins robust but execution delayed
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Exhibit 9: EBITDA margin improved...
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Exhibit 10: ...as did PAT margin
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Exhibit 11: PAT up by 7% YoY
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Key risks

»  Slower additions in touch-points and client wins in Retail Cash Logistics;

»  Rising competition and market share loss from the entry of Hitachi via WSG acquisition;
» Delay in RFPs in managed services and slower execution of orderbook and

»  Execution risk in new businesses.

Exhibit 12: Valuation summary

(INR)

Dec-26E EPS 30.6
Target multiple (x) 20.0
Target price 620
Upside (%) 38.0

Note Pricing as on 6 February 2025; Source: Elara Securities Estimate
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Exhibit 13: Change in estimates

(INR mn) Earlier Revised % Change
FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 26,215 29,881 33,847 24,453 27,664 31,293 (6.7) (7.4) (7.5)
EBITDA 6,865 7,889 8,954 6,298 7,291 8,262 (8.3) (7.6) (7.7)
EBITDA margin (%) 26.2 26.4 26.5 25.8 26.4 26.4 (0.4) (0.0) (0.2)
PAT 3,917 4,535 5,192 3,740 4,332 4,905 (4.5) (4.5) (5.5)
EPS (INR) 25.7 29.1 333 24.6 27.9 315 (4.2) (4.3) (5.3)
TP (INR) 720 620 (14)
Source: Elara Securities Estimate
Exhibit 14: CMSINFO currently at enticing earnings yield
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Guide to Research Rating

BUY Absolute Return >+20%
ACCUMULATE  Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%

SELL Absolute Return < -5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the
business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy
or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an
investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability
for any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or agent in or for the securities mentioned in this
document. They may perform or seek to perform investment banking or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions
as a separate, distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose
possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors
without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required
from time to time. However, Elara Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change in the business or state of affairs
of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest
in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
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