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Revenue for the quarter was INR 1,395 Mn (above the estimated INR 1,380 Mn) Up

CMP: INR 974 16.4% YoY/ 6.1% QoQ. EBITDA for Q3FY25 was INR 324 Mn, which grew by 6.7%

Rating: Buy YoY increase and a 5.3% QoQ, below our estimate of INR 352 Mn. EBITDA margin

down by 212.5 bps YoY and 18.8 bps QoQ to 23.3% in Q3FY25, due to investments

I for specific client requirements and future growth below our estimate of

Target Price: 1,211 25.5%PAT stood at INR 199 Mn above our estimates of INR 177 Mn, up by 64.1%

Stock Info QoQ / 76.9% YoY The sequential increase in PAT was driven by forex translation

BSE 532633 gains and a lower base in Q2, which was impacted by the dividend withholding

tax. Customer Experience Management (CXM): Revenue for the period stood at

NSE ALLDIGI  |NR 1,049 Mn, up by 29.9% YoY growth and an 8.46% sequential growth. The

Bloomberg ALLDIGIIN  company achieved mining and new sales with an ACV of ~INR 178 Mn and added

Reuters ALLS.NS ©One new logo during the period. Employee Experience Management (EXM):
Revenue stood at INR 346 Mn, reflecting a decline of 11.5% YoY and 0.35% YoY.

The company added ~4.41 Mn net employee records, representing a 10.8%

Face Value (INR) 10 increase YoY and a 1.8% sequential growth. Additionally, 33 new logos were

Equity Capital (INR Mn) 276.5 added, contributing to an ACV of ~INR 90 Mn.

Mkt Cap (INR Mn) 14,844 Investment Rationale
Strong growth traction from EXM Business: EXM has been maintained with 4.4 Mn
52w H/L (INR) 1,250/691

employee records processed in Q3FY25 in the managed services space. The sales engine

Avg Yearly Vol (in 000’) 165 for EXM has adopted Gen Al bots, especially for income tax and payroll rules and
calculations. Additionally, these bots are utilized for client-employee handbooks to extract

Shareholding Pattern % answers when queries are raised by customer employees. Interactive visual dashboards
have also been introduced to analyze monthly trends in payroll, offering a simple drag-

(As on Dec, 2024) and-drop approach, allowing for customizable reports. These features have been well
received by large customers. The EXM business has shown ~31% QoQ growth. A dip in

Promoters 73.3 labor law compliance business was observed, primarily due to the peak in the Q1FY26. As
a result, payroll now comprises the largest portion of the EXM business.

Public & Others 26.7 CXM, continue focus on International Expansion: Speech analytics has been implemented
in healthcare for call analysis and insights, including word clouds. Significant tech and
product upgrades have been made across the CXM customer lifecycle and collections.

ALLDIGI Vs Nifty Service delivery remains strong, topping partner leagues in multi-partner scenarios. The
focus on international markets continues, achieving 13.6% higher margins. A slight dip in

150 domestic CXM FT count is offset by growth in international FT. CXM contributes two-thirds

of overall revenue with 100% recurring revenue. The key challenge is generating one mid-

to-large deal per quarter to sustain the 15-20% YoY growth projection.

110 Outlook and Valuation: The company is targeting 15-20% YoY growth in CXM, supported
by an increase in international contracts and a steady 3-5% QoQ growth. In EXM, revenue

90 conversion is taking longer due to the complexity of payroll migrations, but the company

remains committed to maintaining its leadership position. Positioned for long-term

growth, the company is backed by strong recurring revenues and significant investments
in Al and digital solutions. Manila headcount has risen by 15% QoQ, driven by growth in
healthcare and BFSI clients, with the increase in international headcount aimed at
supporting higher-margin business. Domestic sales are anticipated to ramp up from
existing customers.We expect Alldigi Tech’s revenue, EBITDA, and PAT to grow at a CAGR

ALLDIGI Nifty 50 of 20.1%, 21.1%, and 9.9%, respectively, over FY25-FY27E. We used DCF model to arrive

at a target price of INR 1,211 per share. Accordingly, we have maintained our “BUY”

rating on the stock

Exhibit 1: Financial Overview
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jyoti.singh@arihantcapital.com FY23 3,905 866 489 32.1 22.17% 13.79 25.4

02267114834 FY24 4,694 1,156 640 420  24.62% 10.41 19.4

FY25E 5,485 1,301 829 54.4 23.72% 9.23 15.0

FY26E 6,545 1,566 823 54.0 23.93% 7.74 15.1
FY27E 7,911 1,909 1,001 65.7 24.13% 6.40 12.39

Source: Company reports, Arihant Capital Research
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Exhibit 2: Financial Overview

In Mn Q3FY25 Q2FY25 Q3FY24 QoQ (%) YoY(%)
Revenue from operations 1,395 1,314 1,198 6.1% 16.4%
Employees benefits expense 793 758 669 4.6% 18.4%
Other expenses 278 249 225 11.6% 23.6%
EBITDA 324 308 304 5.3% 6.7%
EBITDA Margin (%) 23.3% 23.4% 25.4% -18.9 -212.5
Depreciation and amortisation

expense 106 101 93 4.5% 13.8%
EBIT 219 207 211 5.6% 3.6%
EBIT Margin (%) 15.7% 15.7% 17.6% -7.5 -194.8
Other income 35.8 -2.5 7.50 NA 377%
Finance costs 9.7 104 9.00 -6.7% 8%
Exceptional Item 0 6.1 - - -
PBT 245 200 210 22.2% 16.7%
Total tax expense 46 79 97 -42.3% -53.1%
PAT 199 121 113 64.1% 76.9%

Segment Revenue (In Mn) Q3FY25 Q2FY25 Q3FY24 YoY(%)

Customer Experience Management (CXM)| 1,048.80 967.00 890.40 8.45% 29.9%
Employee Experience Management (EXM) 345.80 347.00 406.70 -0.3% -11.5%

Source: Company reports, Arihant Capital Research




Q3FY25 Concall highlights

The company aims for 15-20% YoY growth in CXM, supported by increasing international contracts, with a
steady 3-5% QoQ growth. In EXM, revenue conversion is taking longer due to complex payroll migrations,
but the company remains committed to maintaining its leadership position. The company is positioned for
long-term growth, backed by strong recurring revenues and investments in Al and digital solutions.

1-1.5% YoY margin expansion over last 2 years.
Launched Smart HR Basil platform targeting SMEs (8 customers signed, ACV of INR 10 Mn).

Implemented Gen bots for payroll tax calculations and employee handbook queries. Al-driven call quality
monitoring to optimize performance.

Records processed per FTE up 3% YoY.
Revenue Growth 15-20% YoY guidance maintained.

Manila headcount up 15% QoQ due to growth in healthcare and BFSI clients. Increasing international
headcount to enhance higher-margin business.

Focus on automation and Al-based efficiency tools. Al-powered customer engagement platform for the
US market (early-stage traction).

Al tools expected to improve conversion rates and reduce training overheads.
International business helping to offset salary and rental cost inflation.

CXM- 100% recurring revenue model (contracts renewed every 3 years). EXM- 75-80% recurring
revenue; 20-25% one-time revenue from vouching, compliance work, and onboarding fees.

Long-Term CXM Scaling Strategy- Targeting larger customers with 500-1000 seats. Breaking past the
1000-seat international threshold to secure larger RFPs.
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Exhibit 3: DCF Valuation

Valuation Assumptions Valuation Data
g (World Economic Growth) 3% Total Debt (long term borrowings) (2024) 447
Rf 7% Cash & Cash Equivalents (2024) 820
Rm 13% Number of Diluted Shares (2024) 15
Beta 0.6 IT:t);:{:stteE(fp?Z:s)e Rate (2024) 2:;:
CMP (INR) 974
WACC MV of Equity 14,844
We 97.1% JTotal Debt 447
wd 2.9% Total Capital 15,290
Ke 10.6%
Kd 6.3%
10.51
WACC %

FCFF & Target Price
Explicit Forecast Period

Linear Decline Phase erminal Yr

FCFF & Target Price

Year FY28 FY31 FY32 FY33 FY34 FY35 FY36)
EBIT * (1-Tax Rate) 666 793 962 1,144 1,336 1,529 1,714 1,883 2,026 2,133 2,197 2,263
Dep 422 519 639 738 866 987 1,108 1,218 1,309 1,378 1,420 1,462
Purchase of Assets 549 589 712 896 1,028 1,190 1,333 1,460 1,574 1,656 1,706 1,758
Changes in Working Capital (158)  (114) (138) (141)  (152)  (183)  (203)  (221)  (240)  (252) (259) (268)
FCFF 697 837 1,027 1,126 1,325 1,508 1,693 1,862 2,001 2,107 2,171 2,235
% Growth in Post Tax EBIT 19.1% 21.3% 19.0% 16.7% 14.4% 12.1% 9.9% 7.6% 5.3% 3.0% 3.0%)

As % of Post Tax EBIT

Dep 63.4%  65.5% 64.4% 64.4% 64.8% 64.6% 64.6% 64.7% 64.6% 64.6%  64.6% 64.6%
Purchase of Assets 82.4%  74.3% 78.3% 783% 77.0% 77.9% 77.9% 77.5% 77.9% 77.7%  77.6% 77.7%
Changes in Working Capital -23.7% -14.4% -19.1% -19.1% -17.5% -18.5% -18.4% -18.1% -18.4% -18.3% -18.3% -18.3%
FCFF 697 837 1,027 1,126 1,325 1,508 1693 1,862 2,001 2,107 2,171 2,235
Terminal Value 29,746
Total Cash Flow 697 837 1,027 1,126 1,325 1508 1,693 1,862 2,001 _ 2,107 2,171 31,982
Enterprise Value (EV) 18,089
Less: Debt 447
Add: Cash 820
Equity Value 18,462
Equity Value per share (INR) 1,211
% Returns 24.4%

Rating - 7

Terminal Growth (%)

Source: Company reports, Arihant Capital Research, Figures are in INR Mn. except
share price and percentage data
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Income statement (INR mn)

Year End-March FY23 FY24) FY25E| FY26E FY27E
Gross Sales 3,905 4,694 5,485 6,545 7,911
Net Sales 3,905 4,694 5,485 6,545 7,911
oY (%) 23%| 20%| 17% 19% 21%|
Personnel/ Employee benefit expenses 2,217 2,642 3,130, 3,728 4,498
YoY (%) 29%)| 19% 18% 19% 21%|
Manufacturing & Other Expenses 822 896 1,054 1,251 1,504
oY (%) 27% 9% 18% 19% 20%
[Total Expenditure 3,039 3,538| 4,184 4,979 6,002
oY (%) 8%)| 34%| 13% 20%)| 22%|
EBITDA 866 1,156 1,301 1,566 1,909
YoY (%) 8%)| 34%| 13% 20%)| 22%|
[EBITDA Margin (%) 22%| 25%| 24%| 24%| 24%|
Depreciation 283 336 422 519 639
EBIT 583 820 879 1,046 1,269
EBIT Margin (%) 15% 17%| 16% 16%| 16%|
Interest Expenses 37 38| 42 46 51
Non-operating/ Other income 99 69 81 96 116
PBT 645 851 1,095 1,097 1,335
[Tax-Total 157 211 265 274 334
Net Profit 489 640 829 823 1,001
PAT Margin 13% 14%| 15%] 13%)| 13%|
Shares o/s/ paid up equity sh capital 15 15 15] 15 15
Adj EPS 32.1 42.0] 54.4 54.0 65.7
Dividend payment 305 457 488| 518 564
Dividend payout (%) 62% 71%| 59%| 63%) 56%|
Retained earnings 184 183 342| 304 437
Balance sheet
Year-end March FY23) FY24 FY25E FY26E FY27E
Sources of Funds
Equity Share Capital 152, 152 152 152 152,
Reserves & Surplus/ Other Equity 2,144 2,302 2,644 2,948 3,386
Networth 2,297, 2,455 2,796 3,101 3,538
Unsecured Loans/ Borrowings/ Lease Liabilities 439 447 482 521 563|
Other Liabilities 77 93 97 102 107
Total Liabilities 3,336 3,676 4,121 4,585 5,218|
Total Funds Employed 6,344] 6,996 7,854 8,748 9,977
Application of Funds
Net Fixed Assets -78 -120) - g -
Capital WIP 120 - - - |
Investments/ Notes/ Fair value measurement 468] 563 658 785 949
Current assets 2,347 2,430 2,810 3,084 3,452
Inventory | E E - |
Days . - - - |
Debtors 592 657 839 994 1,193
Days 54] 55| 56 55 55|
Other Current Assets 94 93 112] 134 161
Cash and Cash equivalent 901 817 872 809 752
Current Liabilities/Provisions 711 865 937 1,063 1,221
Creditors / Trade Payables 381 419 489 584 706
Days E 1 2 3 4
Liabilities 88| 173 179 185 193
Net Current Assets 1,636 1,565 1,873 2,022 2,231
Total Asset 3,336 3,676 4,121 4,585 5,218]
Total Capital Employed 1,700 2,111 2,248 2,563 2,987|
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Year End-March FY23 FY24 FY25E FY26E FY27E
Retained Earning 489 640 829 823 1,001
Adjustments: Add
Depreciation and amortisation 283 336 422 519 639
Interest adjustment (62) (31) (39) (50) (66)
Trade receivables (20) (65) (182) (155) (199)
[Trade payables 131 38| 71 95| 122
Other Liabilities and provisions 24 85 5 6 8
Other Assets (181) (18) (64) (74) (86)
Taxes (16) (33) (15) (17) (19)
Net cash from operating activities 352 491 621 659 873
Net Sale/(Purchase) of tangible and intangible
assets, Capital work in progress (363) (400) (506) (638) (799)
Net Sale/(Purchase) of investments 101 (26) (14) (31) (48)
Others (10) (70) (29) (35) (63)
Net cash (used) in investing activities (272) (496) (550) (704) (910)
Interest expense (2) (4) 11 13 15
Dividend paid (913) (305) (457) (488) (518)
Other financing activities (286) (482) (488) (518) (564)
Net cash (used) in financing activities 17, (30), 11 13 15
Closing Balance 904 820, 875 812, 754
FCF 41 60 181 83 166
Capex ( % of sales ) 311.40 430.50) 548.52 589.04 711.98
Key Ratios
Year-end March FY23| FY24) FY25E| FY26E FY27E
Solvency Ratios
Debt / Equity - - - - -
Net Debt / Equity -0.20 -0.15 -0.14 -0.09 -0.05
Debt / EBITDA 0.00) 0.00) 0.00) 0.00) 0.00,
Current Ratio -0.54 -0.32 -0.30] -0.19 -0.10|
DuPont Analysis
Sales/Assets 1.17 1.28 1.33 1.43 1.52
Assets/Equity 1.45 1.50] 1.47 1.48 1.47
RoE 0.21 0.26 0.30 0.27 0.28
Per share ratios
Reported EPS 32.1] 42.0 54.4 54.0] 65.7
Dividend per share 20.0 30.0 32.0 34.0 37.0
BV per share 150.7| 161.1] 183.5 203.5] 232.2
Cash per Share 59.1 53.6 57.2 53.1 49.3
Revenue per Share 256.2 308.0] 359.9 429.5] 519.1
Profitability ratios
Net Profit Margin (PAT/Net sales) 0.11 0.13 0.14 0.15 0.13
EBITDA / Net Sales 0.22 0.25 0.24] 0.24] 0.24
EBIT / Net Sales 0.15] 0.17] 0.16] 0.16] 0.16]
ROCE (%) 0.22 0.29 0.28 0.30 0.32
Activity ratios
Inventory Days 0.0 0.0 0.0 0.0 0.0
Debtor Days 54.4 54.5 55.8 55.4 55.1
Creditor Days 0.0) 0.0) 0.0) 0.0) 0.0
Leverage ratios
Interest coverage 15.9 21.6 21.0 22.8] 25.1]
Debt / Asset 0.0 0.0 0.0 0.0 0.0
Valuation ratios
EV / EBITDA 13.79 10.41] 9.23 7.74 6.40
PE (x) 25.39 19.38 14.96 15.08 12.39
Source: Company reports, Arihant Capital Research
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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