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Key Investment Thesis for CMS Info Systems

A common belief among many is that as India embraces digitalization, the use of cash in the system
will reduce, consequently fewer ATMs will be needed. Data suggests otherwise, cash logistics and
ATM-as-a-service markets are expected to grow at 19% & 17% CAGR till FY27. The expansion of
banking infrastructure and the proliferation of ATMs further fuel the demand ATM related services.

CMS Info Systems is a leading provider of end-to-end cash management and payment solutions in
India. With over three decades of experience, CMS has established itself as a pioneer in the cash
management industry, offering a wide range of services including currency management, ATM
services, managed services, and digital payment solutions.

= India has over 2.2 lakh ATMs, with 58% of them outsourcing their services. CMS Info Systems stands
as a market leader in India’'s cash management industry, commanding a market share of over 45%

in outsourced business.

= In the next 12-18 months, banks are anticipated to undergo a significant ATM refresh cycle, which will
involve both the replacement of aging ATMs and the addition of new ones.

= Books of banks are getting cleaner which is helping them to improve their spends on branch
expansions. As and how the branches increase, so will the ATMs. In the medium term it is anticipated
that 80,000 ATMs will be opened by PSU banks and 20,000 by private banks.

= Key customers of CMS include HDFC Bank, SBI, ICICI Bank and Axis Bank. Widespread network and
strong customer relationships. The company's established presence provides it with a competitive
edge, barriers to entry for new players, and economies of scale, which contribute to sustainable

growth and profitability.
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= The current mix of 67:33 in favour of cash management services can move to 60:40 in a couple of
years. Managed services business is expected to grow faster than cash management business,
primarily due to segments like AloT and banking automation services, which are anticipated to fuel
growth.

= Cash management business, which accounts for approximately 67% of revenue, includes
movement of cash from bank to ATM and vice versa. This segment also includes retail cash
management, where cash generated by retailers such as e-commerce players and petrol pump
owners, who deal with significant cash volumes, is handled.

= With the introduction of the cassette swap method in ATMs, the likelihood of losses will decrease as
its implementation accelerates across India. Implementing this compliance measure can also
assist CMS in reducing their provisions for potential business losses going forward.

= Banking Automation Involves installing ATMs, cash recyclers, passbook kiosks, and teller cash
recyclers. CMSINFO has partnered with Nautilus Hyosung, (3rd largest ATM manufacturer globally)
for deployment of machines. It is also setting up a manufacturing facility to manufacture the
machines in-house.

= Brown label ATM is a concept wherein the ATM is set up under the bank’s brand name on an
asset-light model where the capex is borne by players like CMS. These services include deploying,
maintaining, and managing ATMs on an end-to-end basis under the bank’s name.

= AloT segment deals with the remote monitoring of ATMs and branches. As of today, less than 40% of
ATMs and 30% of branches are remotely monitored, leaving a significant scope in this market. This
segment also boasts high operational margins, nearly 40%. Therefore, expansion in this segment
would aid CMS in improving its margins.

CMS currently trades at a price/earnings multiple of 19.2 times which looks like an attractive multiple
to take a long-term bet. We estimate the profits of CMS to be Rs 463 crore by FY26. Giving an exit
multiple of 20 times, we give a target price of Rs 601 including dividend yield.

Risks

= Changes in policies, and frameworks by RBI or government regarding its cash management can
have an impact on its business growth or profitability.

= Given the large volumes of cash handled by CMS, it is exposed to various operational risks like theft
and embezzlement. CMS has 5% of revenue reserved for such losses.

= Slower than estimated branch expansion can hamper the growth estimates.
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Projections for CMS Info Systems

Particulars (in crore) FY23 FY24 FY25 FY26

Sales 1915 2225 2563 2962
Total Expenses 1424 1621 1882 2167
EBITDA 490 604 681 795
EBITDA Margins (%) | 25.6% 27.1% 26.6% 26.8%
Other Income 62 30 30 30
Interest 20 18 18 18
Depreciation 132 150 165 182
Profit Before Tax 401 466 528 625
Tax 104 121 137 163
Profit After Tax 297 345 390 463
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