
  
 

 
 

Nitin Aggarwal - Research Analyst (Nitin.Aggarwal@MotilalOswal.com) 

Research Analyst: Dixit Sankharva (Dixit.Sankharva@motilaloswal.com) | Disha Singhal (Disha.Singhal@MotilalOswal.com) 

Investors are advised to refer through important disclosures made at the last page of the Research Report. 

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital. 

 

 
Estimate change 

 
TP change 

 
Rating change  
 
Bloomberg PAYTM IN 

Equity Shares (m) 635 

M.Cap.(INRb)/(USDb) 234.5 / 2.8 

52-Week Range (INR) 998 / 310 

1, 6, 12 Rel. Per (%) -4/-74/-71 

12M Avg Val (INR M) 3538 

 

Financials & Valuations (INR b) 

Y/E March  FY24 FY25E FY26E 

Revenue from Op 103.0 96.7 116.4 

Contribution Profit 58.6 48.6 58.9 
Adjusted EBITDA 8.8 3.3 7.2 

EBITDA (5.9) (8.5) 1.6 
PAT (8.8) (11.4) (1.2) 

EPS (INR) (13.8) (17.6) (1.8) 

EPS Gr. (%) (50.8) NM NM 
Ratios    

Contribution 
Margin % 

55.5 50.3 50.6 

Adjusted  
EBITDA Margin % 

5.6 3.4 6.1 

EBITDA Margin (%) (9.1) (8.8) 1.4 

RoE (%) (6.7) (8.8) (0.9) 

RoA (%) (4.9) (6.5) (0.7) 
Valuations    

P/E(X) (26.8) NM (205.5) 

P/BV (X) 1.8 1.9 1.9 
P/Sales (X) 2.3 2.5 2.1 

 

Shareholding pattern (%) 

As On Mar-24 Dec-23 Mar-23 

Promoter 0.0 0.0 0.0 

DII 6.9 6.1 3.2 

FII 60.4 63.7 71.8 

Others 32.7 30.2 25.0 

FII Includes depository receipts 
 

  CMP: INR369 TP: INR400 (+8%) NEUTRAL 

 Business metric softens; 1QFY25 to mark the bottom 
Adj. EBITDA beat estimates; contribution margin declines 
 PAYTM reported a net loss of INR5.5b in 4QFY24 (adj. net loss at INR3.2b; 

our est. of INR4.7b loss), due to impairment of INR2.27b in carrying value of 

PPBL investment and a conservative approach to small-ticket loan 

disbursements.  

 Total revenue, thus, declined 3% YoY/20% QoQ to INR22.7b (24% higher 

than MOFSLe), driven by better than expected GMV (modest 8% QoQ 

decline) and relatively steady subscription revenues. Disbursements 

declined sharply by 54% YoY/63% QoQ. 

 Net payment margin grew 24% YoY/14% QoQ to INR8.5b (net payment, adj. 

for UPI incentives, declined 24% QoQ to INR5.7b), which, coupled with a 

decline in financial services and commerce revenue, resulted in a dip in adj. 

contribution margin to 50.5% (est. 55.6%). 

 We cut our adj. EBITDA estimates by 24%/44% for FY25/FY26, and we expect 

PAYTM to turn profitable in FY27. We, thus, estimate PAYTM to report 

EBITDA of INR7.2b in FY26. Retain Neutral with a revised TP of INR400. 
 

GMV growth healthy; moving toward distribution-led credit model  
 PAYTM reported a net loss of INR5.5b (adj. for loss on impairment, net loss 

stood at INR3.2b vs. our est. of INR4.7b loss). GMV stood at INR4.7t (19% 

higher than MOFSLe). Loan disbursements took a hit as PAYTM took the 

conscious decision to focus on the distribution-led credit model while 

forgoing collection incentives. 

 Total revenue declined 3% YoY/20% QoQ to INR22.7b (24% higher than 

MOFSLe) as GMV and subscription revenue came in better than our 

estimates. 

 Revenue from payment and financial services fell 3% YoY/19% QoQ to 

INR15.6b, as revenue from financial services declined sharply by 50% QoQ 

owing to a sharp decline in loan distribution (down 54% YoY/ 63% QoQ). 

 Revenue from marketing services (commerce and cloud services) too 

declined by 23% QoQ to ~INR4b. Cloud business is largely driven by 

advertising services and co-branded credit cards, while marketing cloud 

business continues to decline. The number of active cards increased by 

0.17m to ~1.18m. 

 The company expects payment processing margins to settle at around 5-6bp 

vs. the historical rate of 7-9bp as 80-85% of the payment GMV now comes 

from UPI. Net payment margin grew 24% YoY/14% QoQ to INR8.5b 

(excluding UPI incentives, it declined 24% QoQ to INR5.7b; 12bp of GMV vs. 

15bp in 3Q). 

 Direct expenses declined to 43% of total revenues (47% in 3QFY24), due to 

the impact of PPBL products and a conservative approach to certain lending 

products. Contribution profit stood at INR12.9b, with contribution margin of 

57% (adj. for UPI incentive, contribution margin stood at 50.5%). 

 Adjusted EBITDA stood at INR1b vs. INR2.2b in 3QFY24. Adjusted EBITDA 

margin declined to 4.5% from 7.7% in 3QFY24. 
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Highlights from the management commentary 
 On account of embargo on PPBL products, EBITDA impact should be ~INR5b. 

Most of the impact will start from 1QFY25 as these products were operational 

during most part of 4QFY24. 

 Due to temporary disruptions in operating metrics and conservative lending 

practices, there will be incremental impact of INR1b to INR1.5b in 1QFY25. 

 Incremental EBITDA impact of INR0.75-1b in 1QFY25 due to temporary impact 

basis various measures in line with regulatory guidance. 

 Expects 1QFY25 revenue to be in the range of INR15-16b and EBITDA, excluding 

ESOP, to be a loss of INR5-6b. This includes investments in marketing to acquire 

customers. 

 

Valuation and view: Maintain Neutral with a TP of INR400 
PAYTM reported a weak quarter after regulatory actions compelled a severe course 

correction, resulting in multiple strategic changes by the company to enable long-

term sustainable growth while adhering to robust governance and compliance 

standards. Loan disbursement thus declined sharply even as GMV was better than 

our estimate. Most KPIs, e.g., value of loans, MTUs and revenue growth, exhibited 

softness and the management suggested that business metrics will bottom out in 

1QFY25 and start improving thereafter. Merchant attrition was lower than 

estimated and the company added merchants in 4Q despite business uncertainties. 

Adjusting for UPI incentive, contribution margin moderated as financial revenue 

declined; however, it was partly offset by a decline in payment processing charges. 

Adjusted EBITDA came in better than our estimates. We estimate overall 

disbursements to decline 8% YoY in FY25 as the company follows a distribution-led 

model and stays away from low-ticket postpaid loans. Merchant and personal loan 

segments are already seeing a recovery; however, take rates will moderate as the 

company forgoes collection incentives. We cut our earnings estimates and project 

PAYTM to achieve EBITDA breakeven in FY26. We value PAYTM based on 15x FY28E 

EBITDA and discount the same to FY26E at a discount rate of ~15%. We thus value 

the stock at INR400, which implies 2.3x FY26E P/Sales. We revise our TP to INR400 

and retain our Neutral rating. 
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Quarterly performance                                                                                                                                                                              (INR b) 

  
  

FY23 FY24 FY23 FY24 FY24E V/s our 

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q   4QE Est 

Payment Services to Consumers 5.2 5.5 5.1 5.2 5.5 5.8 6.0 4.4 21.1 21.7 3.8 0.2 

Payment Services to Merchants 5.6 6.2 6.4 9.2 8.4 9.2 10.8 11.2 27.4 39.6 6.6 0.7 

Financial Services and Others 2.7 3.5 4.5 4.8 5.2 5.7 6.1 3.0 15.4 20.0 1.1 1.8 

Payment and Financial Services 13.5 15.2 16.0 19.2 19.2 20.7 22.9 18.6 63.8 84.2 13.8 0.4 

    % Change (Y-o-Y) 95.4 80.6 43.2 58.6 42.4 36.1 43.0 -3.0 65.5 31.9 -28.2 -0.9 

Commerce and Cloud Services 3.3 3.8 4.2 3.9 4.1 4.2 5.1 4.0 15.2 17.7 4.3 -0.1 

    % Change (Y-o-Y) 64.8 54.6 23.8 22.7 22.0 12.5 22.4 0.5 37.6 16.4 8.6 -0.9 

Revenue from Operations 16.8 19.1 20.6 23.4 23.4 25.2 28.5 22.7 79.9 103.0 18.3 0.2 

    % Change (Y-o-Y) 88.7 76.2 41.7 51.5 39.3 31.6 38.2 -2.9 60.6 28.9 -21.5 -0.9 

Direct Expenses 9.5 10.7 10.2 10.5 10.4 10.9 13.3 9.8 40.9 44.4 7.4 0.3 

Contribution Profit 7.3 8.4 10.5 12.8 13.0 14.3 15.2 12.9 39.0 58.6 10.9 0.2 

    % Change (Y-o-Y) 197.4 223.4 131.0 138.1 79.3 69.2 45.1 0.3 160.4 50.2 -14.8 -1.0 

Indirect Expenses 10.0 10.1 10.2 10.5 12.2 12.7 13.0 11.9 40.8 49.8 11.4 0.0 

Adjusted EBITDA -2.7 -1.7 0.3 2.3 0.8 1.5 2.2 1.0 -1.8 8.8 -0.5 -3.2 

EBITDA -6.3 -5.4 -3.3 -1.3 -2.9 -2.3 -1.6 -2.2 -16.3 -5.9 -4.3 -0.5 

PAT -6.4 -5.7 -3.9 -1.7 -3.6 -2.9 -2.2 -5.5 -17.8 -8.8 -4.7 0.2 

    % Change (Y-o-Y) 68.5 20.4 -49.6 -77.9 -44.5 -49.9 -43.9 227.6 -25.9 -50.7 178.7 0.3 

Adj. PAT -6.4 -5.7 -3.9 -1.7 -3.6 -2.9 -2.2 -3.2     

Operating Parameters             

GMV (INRt) 3.0 3.2 3.5 3.6 4.1 4.5 5.1 4.7 13.2 18.3 3.9 0.2 

Disbursements (INR b) 55.5 73.1 99.6 125.5 148.5 162.1 155.4 58.0 353.8 523.9 50.6 0.1 

GMV Growth (%) 101.5 62.6 38.4 39.8 36.8 41.5 47.4 29.6 55.2 38.4 8.6  

Disbursements Growth (%) 778.8 481.8 356.6 253.3 167.3 121.7 56.0 -53.8 364.2 48.1 -59.7  

Asset Quality            - 

Contribution Margin 43.3 44.0 50.8 55.0 55.7 56.6 53.3 56.8 48.8 55.5   

Adjusted EBITDA Margin (%) -16.3 -8.7 1.5 10.0 3.6 6.1 7.7 4.5 -2.2 5.6   

EBITDA Margin (%) -37.7 -28.1 -16.0 -5.5 -12.5 -9.2 -5.5 -9.9 -20.4 -9.1   

E: MOFSL Estimates 
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Quarterly snapshot 

 Profit and Loss (INR m) 
FY23 FY24 Change (%) 

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q YoY QoQ 

    Payment Services to Consumers 5,190 5,490 5,130 5,240 5,540 5,790 5,980 4,380 -16 -27 

    Payment Services to Merchants 5,570 6,240 6,400 9,180 8,420 9,210 10,810 11,170 22 3 

    Financial Services and Others 2,710 3,490 4,460 4,750 5,220 5,710 6,070 3,040 -36 -50 

Payment and Financial Services 13,470 15,220 15,990 19,170 19,180 20,710 22,860 18,590 -3 -19 

Commerce and Cloud Services 3,320 3,770 4,200 3,930 4,050 4,240 5,140 3,950 1 -23 

Other Operating Revenue 20 150 440 250 190 240 510 140 -44 -73 

Revenue from Operations 16,810 19,140 20,630 23,350 23,420 25,190 28,510 22,671 -3 -20 

    Payment processing charges 6,938 7,460 7,380 7,803 7,670 8,170 9,820 7,148 -8 -27 

    Promotional cashback & incentives 1,431 1,910 910 780 850 730 1,060 460 -41 -57 

Direct Expenses 9,539 10,710 10,150 10,513 10,380 10,930 13,300 9,798 -7 -26 

Contribution Profit 7,271 8,430 10,480 12,837 13,040 14,260 15,210 12,873 0 -15 

Indirect Expenses 10,012 10,100 10,170 10,494 12,200 12,720 13,010 11,860 13 -9 

Adjusted EBITDA -2,741 -1,670 310 2,343 840 1,540 2,200 1,013 -57 -54 

ESOP Expense 3,590 3,710 3,620 3,630 3,770 3,850 3,780 3,260 -10 -14 

EBITDA -6,331 -5,380 -3,310 -1,287 -2,930 -2,310 -1,580 -2,247 75 42 

Finance Costs 55 50 50 70 70 70 50 50 -29 0 

Depreciation and Amortization 972 1,040 1,240 1,600 1,590 1,800 2,010 1,960 23 -2 

Other Income 1,020 996 780 1,300 1,230 1,440 1,490 1,320 2 -11 

PBT -6,398 -5,564 -3,770 -1,677 -3,540 -2,730 -2,190 -3,107 85 42 

Tax  48 150 150 7 40 130 10 140 1,900 1,300 

PAT -6,446 -5,714 -3,920 -1,684 -3,580 -2,860 -2,200 -5,517 228 151 

Adj. PAT -6,446 -5,714 -3,920 -1,684 -3,580 -2,920 -2,200 -3,247 93 48 

Balance Sheet (INR m)           

Net Cash Balance 94,110 91,820 89,560 82,740 83,670 87,530 89,000 86,500 5 -3 

Key Metrics (INR b)           

GMV (INRt) 3.0 3.2 3.5 3.6 4.1 4.5 5.1 4.7 30 -8 

Disbursements (INR b) 55.5 73.1 99.6 125.5 148.5 162.1 155.4 58.0 -54 -63 

No of loans disbursed (In mn) 8.5 9.2 10.5 12.4 12.7 13.2 11.4 0.3 -97 -97 

Net Payment Margins (INRm) 3,842 4,420 4,590 6,867 6,480 7,070 7,480 8,542 24 14 

MTU (average over the period) (mn) 74.8 79.7 84.9 90.0 92.0 95.0 100.0 96.0 7 -4 

Registered Merchants (mn) 28.3 29.5 31.4 33.5 35.6 37.5 39.3 40.6 21 3 

Payment Devices (mn) 3.8 4.8 5.8 6.8 7.9 9.2 10.6 10.7 57 1 

Ratios FY23 FY24 Change (bR) 

Asset Quality Ratios (%) 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q YoY QoQ 

Take rates - Financial Services (%) 4.9 4.8 4.5 3.8 3.5 3.5 3.9 5.2 146 133 

Payment processing charges % of GMV 0.23 0.23 0.21 0.22 0.19 0.18 0.19 0.15 -7 -4 

Net Payment Margin as % of GMV 12.98 13.90 13.27 18.97 16.00 15.71 14.67 18.21 -76 355 

Net Payment Margin 35.7 37.7 39.8 47.6 46.4 47.1 44.6 54.9 731 1,038 

Direct Expense % of Revenues 56.7 56.0 49.2 45.0 44.3 43.4 46.7 43.2 -181 -343 

Contribution Margin 43.3 44.0 50.8 55.0 55.7 56.6 53.3 56.8 181 343 

Indirect Expense % of Revenues 59.6 52.8 49.3 44.9 52.1 50.5 45.6 52.3 737 668 

Adjusted EBITDA Margin (%) -16.3 -8.7 1.5 10.0 3.6 6.1 7.7 4.5   

EBITDA Margin (%) -37.7 -28.1 -16.0 -5.5 -12.5 -9.2 -5.5 -9.9   

PAT Margin (%) -38.3 -29.9 -19.0 -7.2 -15.3 -11.4 -7.7 -24.3   
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Highlights from the management commentary 
Opening Remarks 
 Last three months have been a roller coaster journey for the company. 

 February and March was very difficult for the company. But the worse is behind 

in terms of loss of consumers and merchants.  

 Started to come back to the line of businesses, which was paused. 

 Had two months of business impact, but at the annual level, it was still better 

than FY23. 

 EBITDA profitability stood at INR5.59b and revenue at INR99.78b for FY24. 

Contribution profit increased 42% YoY to INR55.38b, driven by growth in NP 

margin and higher-margin financial services business on the back of growth and 

improvement in contribution margin. 

 Despite the impacts, the company outperformed FY23 metrics. 

 For 4Q, operating revenue dropped to INR22.67b due to business transition. 

Contribution profit too declined to INR12.88b. 

 Merchant business has started to grow in April and May.  
  

Payments business 
 April MTU was lower by 24% as compared to January and has stablished in May. 

 MTU growth is expected as new TPAP user onboarding commences. 

 Active device base declined by 1m due to higher attrition in February and March 

and no new merchant addition. 

 From 1QFY25, it started acquiring new merchants and is focusing on activation 

of inactive merchants.  

 Continues to innovate and launch new devices with improved features to 

address merchants’ needs. 

 The majority of decline was on account of disruption in wallet and reduction in 

other payment business due to prudent measures, which contributed 12% to 

GMV in January and have become negligible now. 

 Excluding these products, May daily average GMV (MTD) is up from its March 

low; only 6% down as compared to January. 

 In bank-to-bank UPI transactions, the bank does not earn MDR but receives 

subvention on the payments from the Govt for the costs involved. A majority of 

80-85% of UPI transaction were bank to bank. 

 On payments, the focus is on consumers using UPI, debit and credit cards, and 

EMIs for making payments. 

 Payment procession margin is expected to be 5-6bp of GMV, including UPI 

incentives. 

 Due to 1m deactivations, the merchant subscription per device was INR90 per 

device in 4Q. Expects the same to bottom out at INR80 in 1QFY25, post which it 

should increase, subject to market forces. 

 Expects net merchant additions to recover to past trends by 3QFY25. 

 On payment aggregator license, the RBI has a variable approval and the bank 

does not see a risk there. It will be due once the government is formed. 

 The company has not lost any online merchant. Revenue from online merchant 

has grown on product-to-product basis. 

 At 3-5bp of NPM, the incentive scheme was similar to last year.  
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 Acquiring GMV is back to the January levels and did not grow during January to 

April. 

 Overall UPI incentive is similar to the payment business bank.  

 UPI is slowing moving toward the MDR mode, if we see there are many products 

such as credit cards on UPI. 

 In 1QFY25, there is recovery in subscription revenue and there is not much 

deterioration, but the full quarter impact will be higher in entire FY25. 
 

Lending Business 
 PAYTM has prudently paused certain loan products basis regulatory guidance 

and transition to TPAP model. This led to reduced disbursements of INR57.8b. 

 On PL, the focus is shifted to distribution model in the personal loans. It does 

not provide collection services and vast majority will come from the distribution 

model. 

 Take rate has increased as the share of postpaid loans has reduced and it 

continues to receive collection bonus on its erstwhile portfolio. 

 Expects take rate to settle at 3-3.5% due to an increase in distribution of only 

loans and focus on prime and super prime customers. 

 On insurance broking, PAYTM is building insurance business by offering 

embedded insurance and DIY products to consumers and merchants. 

 On equity broking and distribution, the focus is on retention of trading 

customers by offering a high quality trading platform. 

 PAYTM is expanding the distribution of mutual funds, particularly SIPs and other 

wealth management products. 

 On consumer loans, the company is expanding on different types of distribution 

only loans and now earns on distribution fees. 

 Looked at the small PL and now taken a call unless the market is back to normal, 

PayTM will not do a collection model. 

 For merchants, PAYTM will continue to collect. 

 In micro-LAP, now looking at the secured credit lines, especially for the small 

merchants. 

 Majority of merchant loans at INR9.71b in April saw significant recovery and 

back to the January numbers. 

 On potential signs of asset quality issues, the company takes a conservative 

approach of not disbursing the loans. 

 There will be no impact on the contribution margin due to the collection only 

model, the margins will not be different. Avg. take rate of distribution of some 

of the loans will be even higher than the distribution + collection model. 
 

Marketing services (commerce and cloud) 
 Marketing services business primarily includes ticketing (travel, movie, events 

etc.), advertising, credit card marketing, and deals and gift vouchers. 

 GMV for ticketing, deals and gift vouchers etc. grew by 28% YoY, driven by an 

increase in market share in travel (despite disruption) and higher volumes in the 

events business. 

 Marketing cloud has seen a sharp decline YoY, and its contribution to overall 

revenue has become insignificant now. Excluding marketing cloud, marketing 

services revenue grew by 17% YoY. 
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 The take rate for 4Q was above the 5-6% guided range due to high contribution 

of the events business, which has higher take rate as well as high direct costs. 

 Credit card marketing continues to scale, with 11.8lac activated credit cards as 

of Mar’24, compared to 5.9lac last year. 

 Has lower consumer base and the growth is flat. Has strong relationship with 

merchants and created and integrated merchant opportunities.  

 Marketing business supports payments business. 
 

Financial Impact 
 On account of embargo on PPBL products, EBITDA impact should be INR5b. 

Most of the impact to start from 1QFY25 as these products were operational 

during most part of 4QFY24. 

 Due to temporary disruptions in operating metrics and conservative lending 

practices, there will further be incremental impact of INR1b to INR1.5b in 

1QFY25. 

 Expects improvement in 2QFY25 on stabilization or growth in consumer and 

merchant base from April/May. 

 Incremental EBITDA impact of INR0.75-1b in 1QFY25 due to temporary impact 

basis various measures in line with regulatory guidance. 

 Expects 1QFY25 revenue to be in the range of INR15-16b and EBITDA ex of ESOP 

to be a loss of INR5-6b. This includes investments in marketing to acquire 

customers. 

 It is confident of meaningful improvement in 2QFY25, as the company restarts 

certain paused products and achieves steady growth in operating metrics. 

 PAYTM is optimizing the cost structure by creating a leaner organization 

structure; expects annualized people cost savings of INR4-5b. 
 

Miscellaneous 
 Will invest in customer acquisition as it has excess cash of INR83b. The company 

will be back to profitability soon. Will discuss with the board about how to 

return this excess cash. 

 Will continue to add more sales executives. The company is focusing more on 

merchant ecosystem to add more sales people. In terms of devices, the number 

is moving close to the January level. 

 None of the lending partners have terminated the partnership with PAYTM. 

 In 4QFY25, marketing expenses were only half of usual 4Q expenses. In 1QFY25, 

marketing costs will be higher than in 4Q and ads have started to come out. Will 

spend on the marketing in 1Q and will be partially offset by the indirect cost. 
 

Key focus areas: 
 Enhancing governance structure across PayTM and group entities by appointing 

subject matter experts as advisors or independent directors with greater 

regulatory engagement and higher focus on compliance. 

 Reaffirming the commitment to payments as our core business by focusing on 

recovering the consumer and merchant base, making targeted investments to 

bring them back to the Paytm platform. 

 Focusing on monetization by cross-selling financial services, in line with 

regulatory guidelines. Expanding offerings through insurance and equity broking 

& distribution. 

 Achieving significant cost efficiencies through AI-led capabilities, a leaner 

organization structure and the pruning of non-core businesses. 
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Exhibit 1: Total GMV declined 8% QoQ to INR4.7t in 4QFY24 

 

Source: MOFSL, Company 
 

Exhibit 2: Average MTU decreased to 96m in 4QFY24 

 
Source: MOFSL, Company 

Exhibit 3: Monthly GMV/MTU stood at INR16.3k in 4QFY24 

 
Source: MOFSL, Company 

 

Exhibit 4: Merchant base grew to 40.6m in 4QFY24 

 
Source: MOFSL, Company 

Exhibit 5: Devices deployed increased to 10.7m in 4QFY24 

 
Source: MOFSL, Company 

 

Exhibit 6: No. of loans declined sharply to 0.3m 

 
Source: MOFSL, Company 

Exhibit 7: Value of loans also fell sharply to INR58b 

 
Source: MOFSL, Company 
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Exhibit 8: Ticket size rose sharply as the company stopped PAYTM postpaid loans  

 

Source: MOFSL, Company 
 

Valuation and view: Maintain Neutral with a TP of INR400 
 PAYTM reported a weak quarter after regulatory actions compelled a severe 

course correction, resulting in multiple strategic changes by the company to 

enable long-term sustainable growth while adhering to robust governance and 

compliance standards. Loan disbursement thus declined sharply even as GMV 

stood better than our estimate.  

 Most KPIs viz. value of loans, MTUs, Revenue growth etc. exhibited softness and 

the management suggested that business metrics will bottom out in 1QFY25 

and start improving thereafter. Merchant attrition was lower than estimated 

and the company added merchants in 4Q despite business uncertainties.  

 Adjusting for UPI incentives, contribution margin moderated due to reduced 

financial revenue; however, this was partly offset by a decline in payment 

processing charges. Adjusted EBITDA came in better than our estimates. We 

estimate overall disbursements to decline 8% YoY during FY25 as the company 

follows a distribution-led model and stays away from low-ticket postpaid loans.  

 Merchant and personal loan segments are already seeing a recovery; however, 

take rates will moderate as the company forgoes collection incentives. We cut 

our earnings estimates and project PAYTM to achieve EBITDA breakeven in 

FY26.  

 We value PAYTM based on 15x FY28E EBITDA and discount the same to FY26E at 

a discount rate of ~15%. We thus value the stock at INR400, which implies 2.3x 

FY26E P/Sales. We thus revise our TP to INR400 and retain our NEUTRAL rating. 
 

Exhibit 9: We cut our estimates and project Paytm to achieve EBITDA breakeven in FY26E 

INR b 
Old Estimates New Estimates Change (%/bps) 

FY25 FY26 FY25 FY26 FY25 FY26 
Payment and Financial Services 76.5 94.1 74.4 89.9 -2.7 -4.4 

Commerce and Cloud Services 21.0 24.9 21.0 24.9 0.0 0.0 

Revenue from Operations 99.0 120.8 96.7 116.4 -2.3 -3.6 
Direct Expenses 43.3 51.7 48.1 57.5 10.9 11.0 

Contribution Profit 55.6 69.1 48.6 58.9 -12.6 -14.6 

Indirect Expenses 51.3 56.3 45.3 51.8 -11.7 -8.1 
Adjusted EBITDA 4.3 12.7 3.3 7.2 -23.6 -43.7 

EBITDA -7.5 6.8 -8.5 1.6 NA NA 
PAT -9.8 5.7 -11.4 -1.2 NA NA 

GMV (INRt) 20.6 25.1 21.0 25.7 2.3 2.3 

Disbursements 465 572 482 554 3.7 -3.1 
Contribution Margin (%) 56.2 57.2 50.3 50.6 -593 -653 

Adjusted EBITDA Margin (%) 4.3 10.5 3.4 6.1 -94 -438 

EBITDA Margin (%) -7.6 5.6 -8.8 1.4 -120 -424 
PAT Margin (%) -9.9 4.7 -11.8 -1.0 -191 -570 
 

Note: Our estimates are factoring in UPI incentive which comes in fourth quarter. Source: MOFSL, Company 
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Story in charts 
 

Exhibit 10: Payment and Financial services form 83%, within 

which Financial services and others form ~21% 

 
Source: MOFSL, Company 

Exhibit 11: Adjusted EBITDA margins declined to 4.5% in 

4QFY24 vs. 7.7% in 3QFY24 

 
Source: MOFSL, Company 

 
Exhibit 12: Payment processing charges reduced to 0.15% of 

GMV 

 
Source: MOFSL, Company 

 

Exhibit 13: Marketing expense reduced to 6% of revenues 

 
Source: MOFSL, Company 

 
Exhibit 14: Contribution margin improved to 57% due to UPI incentive vs 53% in 4QFY24 

 

Source: MOFSL, Company 
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Financials and valuations 
 

Income Statement           (INRm) 

Y/E March FY21 FY22 FY23 FY24 FY25E FY26E 
    Payment Services to Consumers 9,692 15,286 21,050 21,680 16,836 20,540 

    Payment Services to Merchants 10,116 18,919 27,391 39,600 38,672 48,255 

    Financial Services and Others 1,284 4,372 15,404 20,040 15,906 17,737 
Payment and Financial Services 21,092 38,577 63,845 84,200 74,437 89,919 

Growth (%) 10.6 82.9 65.5 31.9 -11.6 20.8 

    Commerce 2,452 3,736 6,153 7,384 9,008 10,810 
    Cloud 4,480 7,312 9,046 10,312 11,962 14,116 

Commerce and Cloud Services 6,932 11,048 15,199 17,696 20,970 24,925 
Growth (%) -38.0 59.4 37.6 16.4 18.5 18.9 

Other Operating Revenue - 117 859 1,080 1,274 1,555 

Revenue from Operations 28,024 49,742 79,903 1,02,976 96,682 1,16,399 
Growth (%) -14.6 77.5 60.6 28.9 -6.1 20.4 

    Payment processing charges 19,168 27,538 29,577 32,800 33,672 41,080 

    Promotional cashback & incentives 2,357 3,781 5,020 3,100 4,630 5,135 
    Other Expenses 2,874 3,442 6,300 8,500 9,775 11,241 

Direct Expenses 24,399 34,761 40,897 44,400 48,077 57,456 

Growth (%) -30.7 42.5 17.7 8.6 8.3 19.5 
Contribution Profit 3,625 14,981 39,006 58,576 48,605 58,943 

Growth (%) -252.4 313.3 160.4 50.2 -17.0 21.3 
    Marketing 2,968 4,773 5,744 6,120 4,834 5,936 

    Employee cost (Excl ESOPs) 10,724 16,226 23,225 31,240 28,116 32,052 

    Software, cloud and data center 3,498 4,999 6,939 6,430 5,787 6,539 
    Other indirect expenses 2,983 4,160 4,855 6,000 6,600 7,260 

Indirect Expenses 20,173 30,158 40,763 49,790 45,337 51,788 

Growth (%) -9.6 49.5 35.2 22.1 -8.9 14.2 
Adjusted EBITDA -16,548 -15,177 -1,757 8,786 3,268 7,155 

Growth (%) -33.0 -8.3 -88.4 -600.1 -62.8 118.9 

ESOP Expense 1,125 8,093 14,558 14,660 11,740 5,580 
EBITDA -17,673 -23,270 -16,315 -5,874 -8,472 1,575 

Growth (%) -32.9 31.7 -29.9 -64.0 44.2 -118.6 
Finance Costs 348 394 233 240 288 346 

Depreciation and Amortization Expenses 1,785 2,473 4,853 7,360 8,685 10,422 

Other Income 3,844 2,901 4,097 5,470 6,838 8,547 
PBT -15,962 -23,368 -17,304 -8,004 -10,607 -646 

Share of (profit)/loss of associates/JV 740 459 125 380 433 494 

Exceptional items 281 24 0 60 0 0 
Tax  27 113 336 320 386 46 

PAT -17,010 -23,964 -17,765 -8,764 -11,427 -1,185 

Growth (%) -42.2 40.9 -25.9 -50.7 30.4 -89.6 
        
Balance Sheet       
Y/E March FY21 FY22 FY23 FY24 FY25E FY26E 

Share Capital 605 649 634 636 648 660 

Reserves & Surplus 64,743 1,40,867 1,29,522 1,32,630 1,26,917 1,26,324 
Non-Controlling Interest -186 -221 -227 -282 -310 -341 

Net Worth 65,162 1,41,295 1,29,929 1,32,984 1,27,254 1,26,643 

Non-Current Liabilities 5,229 6,119 6,435 518 544 571 
Current Liabilities 21,122 32,502 43,294 37,889 48,795 52,801 

Total Liabilities 91,513 1,79,916 1,79,658 1,71,391 1,76,593 1,80,015 
Fixed Assets 5,149 9,259 12,202 12,812 13,453 14,125 

Investments 341 10,062 13,247 22,605 25,237 27,761 

Other Non-Current Assets 8,533 48,394 8,655 11,963 13,301 14,829 
Non-Current Assets 16,340 69,948 36,622 47,718 51,991 56,715 

Investments 1,472 - 11,206 23,340 23,340 23,340 

Cash and Bank Balances 52,150 84,315 1,03,822 73,026 63,562 56,247 
Other Current Assets 21,551 25,653 28,008 32,761 37,700 43,712 

Current Assets 75,173 1,09,968 1,43,036 1,29,127 1,24,602 1,23,300 

Total Assets 91,513 1,79,916 1,79,658 1,76,845 1,76,593 1,80,015 
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Financials and valuations 
 

Key Operating Metrics             

Y/E March FY21 FY22 FY23 FY24 FY25E FY26E 

GMV (INRb) 4,033 8,516 13,220 18,300 21,045 25,675 

Disbursements (INR b) 14 76 354 524 482 554 

Net Payment Margins (INRm) 640 6,667 18,864 53,551 12,716 15,212 

Revenue from Operations Mix (%)       

    Payment Services to Consumers 35% 31% 27% 23% 19% 19% 

    Payment Services to Merchants 36% 38% 34% 40% 40% 41% 

    Financial Services and Others 5% 9% 19% 20% 16% 15% 

Payment and Financial Services 75% 78% 81% 83% 75% 76% 

    Commerce   9% 8% 8% 7% 9% 9% 

    Cloud 16% 15% 11% 10% 12% 12% 

Commerce and Cloud Services 25% 22% 19% 18% 22% 21% 

E: MOFSL Estimates 

        

Ratios       

Y/E March FY21 FY22 FY23 FY24 FY25E FY26E 

Payment Services to Consumers % of GMV 0.24 0.18 0.16 0.12 0.08 0.08 

Payment Services to Merchants % of GMV 0.25 0.22 0.21 0.22 0.18 0.19 

Take rates - Financial Services (%) 9.1 5.7 4.4 3.8 3.3 3.2 

Payment processing charges % of GMV 0.48 0.32 0.22 0.18 0.16 0.16 

Net Payment Margin (%) 0.02 0.08 0.14 0.29 0.06 0.06 

Direct Expense % of Revenues 87.1 69.9 51.2 43.1 49.7 49.4 

Contribution Margin 12.9 30.1 48.8 55.5 50.3 50.6 

Indirect Expense % of Revenues 72.0 60.6 51.0 48.4 46.9 44.5 

Adjusted EBITDA Margin (%) -59.0 -30.5 -2.2 5.6 3.4 6.1 

EBITDA Margin (%) -63.1 -46.8 -20.4 -9.1 -8.8 1.4 

PAT Margin (%) -60.7 -48.2 -22.2 -8.5 -11.8 -1.0 

        

Valuation       

RoE -23.3 -23.2 -13.1 -6.7 -8.8 -0.9 

RoA -17.5 -17.7 -9.9 -4.9 -6.5 -0.7 

Sales per share (INR) 46 77 126 162 149 176 

Growth (%) -14.7 65.5 64.4 28.5 -7.9 18.2 

Price-Sales (x) 8.0 4.8 2.9 2.3 2.5 2.1 

Book Value per share (INR) 108 218 205 209 196 192 

Growth (%) -19.6 102.1 -5.9 2.0 -6.1 -2.3 

Price-BV (x) 3.4 1.7 1.8 1.8 1.9 1.9 

EBITDA per share (INR) -29 -36 -26 -9 -13 2 

Price-EBITDA (x) -12.6 -10.3 -14.3 -40.0 -28.2 154.6 

EPS (INR) -28.1 -36.9 -28.0 -13.8 -17.6 -1.8 

Growth (%) -42.3 31.3 -24.1 -50.8 28.0 -89.8 

Price-Earnings (x) -13.1 -10.0 -13.2 -26.8 -20.9 -205.5 
E: MOFSL Estimates  

  

 

 

 

 

 

 

 

 
 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing 
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