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IN-DEPTH* PRECISE* ACTIONABLE

Attractive Acquisition Deepens Tech Moat and Business Scale

= Rategain announced asset-purchase based acquisition of U.S
based Adara Inc., a DaaS & Martech company for a total
consideration of $16.1mn, including $1.5mn earn-out. Deal is
valued at an attractive at 0.65x of TTM’Sept’22 Rev at Rs.2Bn
Adara Inc. is EBIDTA break even at this point.

= Adara Inc. is a leading travel data platforms, with access to
permissioned as well as actionable travel intent data, sourced
from 270+ partners, incl. large travel & hospitality entities, and
drive better marketing ROI for clients.

= Adara under RG leadership is expected to grow at 15% in FY24
and achieve 15% EBIDTA margins. Deal would add revenue
growth of 6%/23% for FY23E/FY24E respectively. Deal would be
EPS dilutive by 5% for FY23E, but accretive by 12% for FY24.

= Adara’s acquisition reflects right alignment of Rategain’s vision
to be a leading Revenue maximization SaaS platform solving
discrete needs of the customer. Maintain Buy rating with a DCF
based TP of Rs. 400 (implies 34x FY25E EPS).

Financial Performance and Deal Contours

Adara’s FY22 as well as TTM’Sept-22 Rev. stood Rs. 2Bn, with equally
split between DaaS and MarTech (Media) segments, with blended
gross margin of 80%.

Combined Entity Guidance Provides Comfort

Rategain expects combined entity to have Rev. of Rs 8,750-9,000mn
with 17-18% EBITDA margin. Presently, Adara is EBITDA breakeven,
and management aims to raise EBITDA margin to 10% over next 90
days and to 15% for FY24E. Organic biz expected to grow at 28%,
while Adara expected to grow 15% in FY24E.

Focus on Regaining Customers from Pre-COVID

Adara’s sales fell from $100mn in FY20 to $27mn in FY22, due to
COVID impact, resulting in a cycle of customer loss, cash flow stress,
and employee retention challenge. Rategain now aims to win-back
lost customers with new offerings and combined GTM strategy

FINANCIALS (Rs Mn)

Particulars FY21A  FY22A  FY23E  FY24E  FY25E
Revenue 2,508 3,666 5,485 8,820 10,848
Growth(%) (37.1) 46.2 49.6 60.8 23.0
EBITDA 62 306 718 1,362 1,867
OPM(%) 2.5 8.3 13.1 15.4 17.2
PAT (286) 75 471 862 1,264
Growth(%) (61.3)  (126.2) 529.6 83.2 46.7
EPS(Rs.) (3.1) 0.7 4.4 8.0 11.7
Growth(%) (62.9)  (122.3) 532.4 83.2 46.7
PER(x) (95.5) 428.2 67.7 37.0 25.2
ROANW(%) (14.9) 1.9 7.3 12.2 15.5
ROACE(%) (6.8) 3.0 7.6 12.4 15.7

CMP Rs 295
Target / Upside Rs 400/ 36%
NIFTY 18,233
Scrip Details
Equity / FV Rs 109mn /Rs 1
Market Cap Rs 32bn
USD 383.8mn
52-week High/Low Rs 525/ 235
Avg. Volume (no) 493,555
Bloom Code RATEGAIN IN
Price Performance 1M 3M 12M
Absolute (%) (4) 8 (21)
Rel to NIFTY (%) (2) 0 (25)

Shareholding Pattern

Jun'22 Sep'22 Dec'22

Promoters 559 559 55.9
MF/Banks/Fls 8.1 81 81
Flls 8.5 85 85
Public / Others 27.5 275 27.5
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Change in Estimates

Acquisition of Adara Inc.’s assets is a significant development for Rategain.
Accounting for acquired assets and management guidance, we raise Revenue
growth estimates by 6.2%/33.1%/28.3% for FY23E/FY24/FY25E. Expect
integration and higher depreciation to negatively impact OPM by
63bps/24bps/107bps for FY23E/FY24E/FY25E. We revise overall earnings
growth by -4.5%/ 11.8%/11.2% for FY23E/FY24E/FY25E.

Exhibit 1: Change in Estimates

Particulars FY22 FY23E FY24E FY25E

(Rs. Mn) Actual | OId New Change | Old New Change | Old New Change
INR Revenue 3,666 5,164 5,485 6.2 6,625 8,820 33.1 8,453 10,848 28.3
YoY growth (%) 462| 409 496 876bps| 283  60.8 3250bps|  27.6  23.0 (459 bps)
EBIT 5 356 343 (3.5) 776 1,012 304 1,270 1,515 19.2
EBIT margin (%) 0.1 6.9 6.3 (63 bps) 11.7 11.5 (24 bps) 15.0 14.0 (107 bps)
PAT 84 493 471 (4.5) 771 862 11.8 1,138 1,264 11.2
EPS (Rs) 0.8 4.6 4.4 (4.5) 7.1 8.0 11.8 10.5 11.7 11.2

Source: DART

Acquisition Con-call KTAs

Background: Adara was founded in 2009 in Palo Alto, U.S, and has Global
presence in UK, Dubai, Japan, France. Adara is led by Charles Mi (Co-
Founder and CEQ), and other key senior members with prior experience
at Delta Airlines, Adobe, Deutsche Bank, Starcom Media Agency, DMOs
(Destination Marketing Organization), etc., will be joining Rategain.
Customer base incl. ~270+ Enterprises incl. Hotels, Airlines, DMOs,
Agencies etc.

COVID Impacted Revenue: Adara’s TTM Sept’22 Revenue stood at Rs.
2Bn. Past 3 year revenue performance for FY22, FY21, and FY20 stood at
Rs. 2Bn, Rs. 1.6Bn and Rs. 7.3Bn respectively. COVID impact has led to a
cycle of customer loss in Travel, Hospitality and Tourism segments, and
this top-line impact led to challenges in employee retention. Even post
easing of COVID induced impact, cash flow issues persisted, leading to
challenges in re-hiring and winning back lost customers. Flat TTM Sept-22
Revenue of Rs.2Bn is also largely attributed to cash flow issues at Adara.

Guidance: For FY24, management expects combined entity to deliver
Revenue of Rs. 8,750-9,000mn, with EBITDA margin ranging from 17-18%.
Acquisition is expected to be completed in next 1 month (Feb-2023), and
management expects Adara EBITDA margins to reach 10% in Q4FY23,
from present Break Even levels, and 15% EBITDA margin for FY24 overall.

Segment Details: Adara has 2 segments: a) Data, and b) Media (with 50%
Rev. split each), and gross margins of 91% and 69% respectively, implying
blended gross margin of 80%. Data segment includes SaaS platform (DaaS
or Data as a Service) SaaS based data application that provides Custom
Segment Audience data based on travel intent. Media segment comprises
of full service performance media operation for Programmatic Advertising
leveraging data backbone. 67% of Adara’s Revenues arise from North
America region.

January 03, 2023
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Strategic Rationale: Rategain’s rationale for Adara acquisition includes: 1)
Aligned Vision: Building an integrated RevMax platform for customer
acquisition and wallet share expansion, 2) Boost Existing DaaS (26% of
Rev) and MarTech (39% of Rev): Creating a large travel intent data
platform to provide superior Return on Ad Spend ( RoAS ) for campaigns,
3) Compliant Data: Adara’ travel intent data is compliant and future proof
with a large enterprise customer base that overlaps with RateGain,
4)Multiple Data Partners: 70+ data partners provide for a strong moat for
the business; 5) Cross-Sell Up-Sell Opportunity: Expansion into adjacent
verticals like DMOs and ability to deepen relationships with Hotels,
Airlines & Car Rentals, 6) Cost Synergies: Leverage India DevCenter for
data/product/tech teams, along with reduced overheads from shared
Corporate functions.

Employees: As of Sept-22, Adara had 55 total employees (42 in US, 7 in
Europe and 6 ROW. Peak count was 200.

No Liability Risk: As nature of acquisition is an asset purchase, there is no
liability (current or future) on Rategain.

Deal payouts: Deal includes upfront payment of Rs.1.2bn, while balance
Rs. 124mn will be paid prior to Dec 31, 2023.

Key Slides from Presentation

Exhibit 2: Adara Compleme

nting Rategain's DaaS and MarTech Segments

s
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Adara’s asset acquisition would complement DaaS and Martech segments, by
adding another layer of intelligence, in form of booking behavior and travel

intent, and thereby deliver better Return on Ad Spends (RoAS) to clients.
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Exhibit 3: Adara Adds DMO & Travel Retail and Strengthen Existing Verticals

Airlines

&

access to over 100+

Entry into New segment with Access to some of the largest Deepening of relationship with
airlines in the world large OTAs on the marketing
side

Destinations

Car Rentals Hotels Travel Retail
= i i
Relationship expansion beyond Access to Marketing Access to new segment with
revenue management Leadership across Large Hotel ability to scale-up

Chains to help Martech growth

Source: Company

Adara’s acquisition also adds DMOs (Destination Marketing Organizations)
and Travel Retail as additional Customer segment. DMOs promote a location
as an attractive travel destination, e.g. Visit Florida, Wisconsin Department of
Tourism, Visit Baltimore, etc. Travel Retail refers to a sales channel provided
in travel environments. E.g. Duty Free shops.

Valuation

Rategain continues to be favorably placed in benefiting from revival in travel,
tourism and hospitality demand. Quality of offerings, improved pipeline and
net customer addition bode well for Rategain. Growth acceleration along with
margin expansion raises our confidence in improving acceptance of
company’s solutions. We value Rategain at 34x on FY25E Earnings of Rs11.7
Maintain Buy rating with a DCF based TP of Rs400 (implies 34x FY25E EPS)

January 03, 2023
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Financial Performance

Profit and Loss Account

(Rs Mn) FY22A FY23E FY24E FY25E
Revenue 3,666 5,485 8,820 10,848
Total Expense 3,360 4,767 7,458 8,981
COGS 1,914 2,582 4,034 4,877
Employees Cost 0 0 0 0
Other expenses 1,447 2,185 3,424 4,105
EBIDTA 306 718 1,362 1,867
Depreciation 301 375 350 352
EBIT 5 343 1,012 1,515
Interest 52 14 11 11
Other Income 165 247 133 160
Exc./ E.O. items 9 0 0 0
EBT 108 577 1,134 1,664
Tax 24 107 272 399
RPAT 84 471 862 1,264
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 75 471 862 1,264
Balance Sheet

(Rs Mn) FY22A FY23E FY24E FY25E
Sources of Funds

Equity Capital 107 109 109 109
Minority Interest 0 0 0 0
Reserves & Surplus 6,084 6,555 7,417 8,681
Net Worth 6,192 6,663 7,525 8,790
Total Debt 0 0 0 0
Net Deferred Tax Liability (42) (47) (52) (52)
Total Capital Employed 6,149 6,616 7,473 8,738
Applications of Funds

Net Block 2,225 3,280 3,623 3,726
CwIp 0 0 0 0
Investments 3,528 2,578 2,378 2,478
Current Assets, Loans & Advances 2,016 2,602 3,952 5,427
Inventories 0 0 0 0
Receivables 941 1,368 2,175 2,645
Cash and Bank Balances 341 421 825 1,743
Loans and Advances 5 5 5 5
Other Current Assets 729 810 948 1,034
Less: Current Liabilities & Provisions 1,619 1,844 2,480 2,894
Payables 418 535 797 960
Other Current Liabilities 1,201 1,309 1,683 1,934
Net Current Assets 397 758 1,472 2,534
Total Assets 6,149 6,616 7,473 8,738

E — Estimates

January 03, 2023
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Important Ratios

Particulars FY22A FY23E FY24E FY25E
(A) Margins (%)

Gross Profit Margin 47.8 52.9 54.3 55.0
EBIDTA Margin 8.3 13.1 15.4 17.2
EBIT Margin 0.1 6.3 11.5 14.0
Tax rate 22.3 18.5 24.0 24.0
Net Profit Margin 2.3 8.6 9.8 11.7
(B) As Percentage of Net Sales (%)

COGS 52.2 47.1 45.7 45.0
Employee 0.0 0.0 0.0 0.0
Other 39.5 39.8 38.8 37.8
(C) Measure of Financial Status

Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 0.1 254 93.5 139.9
Inventory days 0 0 0 0
Debtors days 94 91 90 89
Average Cost of Debt 9.4

Payable days 42 36 33 32
Working Capital days 39 50 61 85
FAT/O 1.6 1.7 2.4 2.9
(D) Measures of Investment

AEPS (Rs) 0.7 4.4 8.0 11.7
CEPS (Rs) 3.5 7.8 11.2 15.0
DPS (Rs) 0.0 0.0 0.0 0.0
Dividend Payout (%) 0.0 0.0 0.0 0.0
BVPS (Rs) 57.1 61.7 69.7 81.4
RoANW (%) 1.9 7.3 12.2 15.5
ROACE (%) 3.0 7.6 12.4 15.7
RoAIC (%) 0.1 5.7 15.8 22.2
(E) Valuation Ratios

CMP (Rs) 295 295 295 295
P/E 428.2 67.7 37.0 25.2
Mcap (Rs Mn) 31,862 31,862 31,862 31,862
MCap/ Sales 8.7 5.8 3.6 2.9
EV 31,521 31,442 31,038 30,119
EV/Sales 8.6 5.7 3.5 2.8
EV/EBITDA 103.2 43.8 22.8 16.1
P/BV 5.2 4.8 4.2 3.6
Dividend Yield (%) 0.0 0.0 0.0 0.0
(F) Growth Rate (%)

Revenue 46.2 49.6 60.8 23.0
EBITDA 396.1 135.1 89.6 37.1
EBIT (101.7) 6895.5 194.5 49.7
PBT (144.0) 432.7 96.5 46.7
APAT (126.2) 529.6 83.2 46.7
EPS (122.3) 532.4 83.2 46.7

E — Estimates
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Cash Flow

Particulars FY22A FY23E FY24E FY25E
Profit before tax 108 577 1,134 1,664
Depreciation & w.o. 301 375 350 352
Net Interest Exp 1 (234) (123) (149)
Direct taxes paid (33) (107) (272) (399)
Change in Working Capital (342) (287) (314) (143)
Non Cash 134 0 0 0
(A) CF from Operating Activities 168 324 775 1,324
Capex {(Inc.)/ Dec. in Fixed Assets n WIP} (1,835) (1,430) (693) (455)
Free Cash Flow (1,667) (1,106) 82 869
(Inc)./ Dec. in Investments 29 950 200 (100)
Other (1,145) 247 133 160
(B) CF from Investing Activities (2,951) (233) (360) (395)
Issue of Equity/ Preference 3,782 1 0 0
Inc./(Dec.) in Debt (1,126) 0 0 0
Interest exp net 0 0 0 0
Dividend Paid (Incl. Tax) 0 0 0 0
Other (257) (14) (11) (11)
(C) CF from Financing 2,399 (12) (11) (11)
Net Change in Cash (197) 80 404 918
Opening Cash balances 538 341 420 825
Closing Cash balances 341 420 825 1,743

E — Estimates

Notes

January 03, 2023
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

Il. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. 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) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for
rendering any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its
affiliated company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete
description of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or
completeness. Dolat Capital Market Private Limited. may 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 this report. This report is provided for information only and is not an investment advice and must not
alone be taken as the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user
assumes the entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market
Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein 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 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. This
report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any
transaction. This report 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 Dolat Capital Market Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this
report may come, are required to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: “This Report is considered independent third-party research and was prepared by Dolat Capital Market Private Limited,
with headquarters in India. The distribution of this Research is provided pursuant to the exemption under Rule 15a-6(a) (2) and is only intended for an
audience of Major U.S. Institutional Investors (MUSIIs) as defined by Rule 15a-6(b)(4). This research is not a product of StoneX Financial Inc. Dolat Capital
Market Private Limited has sole control over the contents of this research report. StoneX Financial Inc. does not exercise any control over the contents
of, or the views expressed in, any research reports prepared by Dolat Capital Market Private Limited and under Rule 15a-6(a) (3), any U.S. recipient of this
research report wishing to affect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through StoneX Financial Inc. Please contact Gene Turok at +1 (212) 379-5463 or email gene.turok@stonex.com. Under
no circumstances should any U.S. recipient of this research report effect any transaction to buy or sell securities or related financial instruments through
the Dolat Capital Market Private Limited.”
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