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Shareholding (%) Pre IPO Post IPO 

Promoter & Promoter 
Group 

0 0 

Public 100 100 

Share Reservation 
Net issue 

(%) 

QIB 75 

NII 15 

Retail 10 

Company Leadership 

Vijay Shekhar 
Sharma 

Managing Director & CEO 

Douglas Feagin Non-Executive Director 

Madhur Deora President & Group CFO 

Issue Managers 

BRLMs 

Morgan Stanley, Goldman 
Sachs, Axis Capital, ICICI 
Securities, J.P. Morgan 
India, Citigroup Global 
Markets, HDFC Bank 

Registrar Link Intime Private Limited 

All you need to know about PAYTM IPO 

(ONE 97 COMMUNICATIONS LIMITED)  

 

                  Issue Opens: 8th Nov 2021; Issue Closes: 10th Nov 2021 

 

This document summarizes a few key points related to the issue and should not be treated as a comprehensive summary. Investors are requested to refer the Red 
Herring Prospectus for further details regarding the issue, the issuer company and the risk factors before taking any investment decision. Please note that investment in 
securities is subject to risks including loss of principal amount and past performance is not indicative of future performance. Nothing herein constitutes an offer of 
securities for sale in any jurisdiction where it is unlawful to do so. This document is not intended to be an advertisement and does not constitute an invitation or form any 
part of any issue for sale or solicitation of an offer to subscribe for or purchase any securities and neither this document nor anything contained herein shall form the 
basis for any contract or commitment whatsoever. 

Company Overview:  
One 97 Communications Limited is India’s leading digital ecosystem for consumers and merchants as they 
have built the largest payments platform in India based on the number of consumers, number of merchants, 
number of transactions and revenue. The company offers payment services, commerce and cloud services, 
and financial services to 337 million registered consumers and over 21.8 million registered merchants. One 97 
Communication’s two-sided (consumer and merchant) ecosystem enables commerce and provides access to 
financial services through their financial institution partners, by leveraging technology to improve the lives of 
their consumers and help their merchants grow their businesses. One 97 Communication launched Paytm in 
2009, as a “mobile-first” digital payments platform to enable cashless payments for Indians, giving them the 
power to make payments from their mobile phones. Starting with bill payments and mobile top-ups as the first 
use cases, and Paytm Wallet as the first Paytm Payment Instrument, they have built the largest payments 
platform in India. As per the Kantar BrandZ India 2020 Report, the "Paytm" brand is India's most valuable 
payments brand, with a brand value of US$ 6.3 billion, and Paytm remains the easiest way to transact across 
multiple methods. 

Face Value:  

INR 1 

Issue Size: 

INR 18300 Cr 

Bid Lot & Size: 

6 Equity Shares 

Issue Type: 

100% Book Building 

Price Band: 

INR 2080 – 
INR 2150 

Post money market cap of ₹ 139379 crores-at upper price band. 

IIFL Research: E-mail - research@iifl.com 

*Source: RHP 

 



 
 

 

Objects of the Offer 
 
 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 

  
 

 
 
 
 
 
 
 
 
 

 
 
 
 

 
   

(`₹ in million) FY19 FY20 FY21 

Revenue from Operations 32,320 32,808 28,024 

EBITDA (43,661) (26,344) (17,673) 

PAT (42,309) (29,424) (17,010) 

EPS (75) (49) (28) 

RoNW (%) (73.0%) (35.1%) (26.0%) 

The offer comprises of fresh issue and offer for sale. The fresh issue is comprised of INR 8,300cr 
of which INR 4,300cr will be utilized for growing and strengthening their Paytm ecosystem, INR 
2,000cr for investing in new business and rest for the general corporate purposes. The offer for 
sale is comprised of INR 10,000 crore and the proceeds would go directly to the selling 
shareholders. 

Consistent Track Record of Financial Performance 

The company’s revenue has decreased at a CAGR of ~7% from INR 32,320mn in FY19 to INR 
28,024mn in FY21. The company was able to reduce its EBITDA loss from INR (43,661) mn in 
FY19 to INR (17,673) mn in FY21. The company has shown a reduction in loss from INR (42,309) 
mn in FY19 to INR (17,010) mn in FY21. 

Competitive Strengths 

Company’s ecosystem allows them to address 
large market opportunities 
One 97 Communications has a wide addressable market in 
India across payment services, commerce and cloud services 
and financial services. According to RedSeer, the market 
segments that they serve have a massive scale and growth, 
are significantly underpenetrated, and have potential of 
technology to grow the industry. Their ecosystem allows them 
to address these multiple large market opportunities at scale 
and gives them multiple growth vectors. 
 

Trusted brand, scale, and reach 
One 97 Communications believes that their brand stands for 
Trust, Convenience and Transparency. Paytm is available 
across the country with “Paytm karo” (i.e., “use Paytm”) 
evolving into a verb for hundreds of millions of Indian 
consumers, shopkeepers, merchants and small businesses, 
according to RedSeer. An indication of trust in their brand is 
that Paytm has the highest top of mind recall and unaided 
awareness among merchants compared to other digital 
payment platforms, which represents the strength of their 
brand, according to RedSeer. As per the Kantar BrandZ India 
2020 Report, the "Paytm" brand is India's most valuable 
payments brand, with a brand value of US$ 6.3 billion, and 
Paytm remains the easiest way to transact across multiple 
methods. 
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Their insights of Indian consumers and merchants 
One 97 Communications has developed unparalleled insights into the way Indian consumers 
spend and save, and the way merchants operate their businesses. Each transaction on their 
ecosystem provides insights that help them to improve personalization for their consumers and 
merchants and create products and services addressing their needs. This personalization in turn 
improves consumer and merchant experience and the quality of their engagement on their 
ecosystem. They are also able to leverage these insights to develop insights and credit risk 
models for them and for their financial institution partners and prevent fraud on their ecosystem. 

 
Product and technology DNA with focus on innovation 
One 97 Communication has an average engineering and technology team of 2,550 members 
and 2,471 members in FY2021 and in the three months ended June 30, 2021. Their technology 
stack is built ground up and integrated across all aspects of their ecosystem. Building technology 
and innovating at each layer of the technology stack, allows them to ensure that they are able to 
launch products and services quickly, build various features, offer integrated and synergistic 
products, ensure system stability, handle large scale and provide highest success rates. This 
significantly improves the experience of their consumers and merchants on their ecosystem. One 
97 Communications is the only payments company in India that, together with their affiliates, 
owns each layer of the payment stack. This allows them to integrate their payments offering 
seamlessly with other offerings. Similarly, for financial services, their technology infrastructure is 
built on a stack that is owned, controlled and written by them, their respective subsidiaries or 
associates. Their technology ownership and scope of their ecosystem has allowed them (or their 
associates, or financial institution partners) to offer services such as Paytm Wallet, Paytm QR, 
Paytm Soundbox, Gold investments and Fixed Deposit, Paytm Postpaid, Merchant Cash 
Advance and FASTag. All these products aim to improve the experience of consumers and 
merchants who use it on their ecosystem. 

 
 
Network effect creates sustainable advantages for the company 
One 97 Communications benefits from self-reinforcing network effects. The network effect leads 
to low acquisition costs, higher monetization and lifetime value of consumers and merchants, 
and better economics across their offerings. 
 

Strong leadership and culture 
One 97 Communications’ mission and focus on solving big problems, and the expanse of their 
ecosystem makes them an attractive place for best-in-class leaders who bring a combination of 
domain expertise and a hunger to redefine the way Indians access payments, commerce, cloud 
and financial services products. This, combined with their culture of empowerment, helps them 
to grow multiple large businesses at the same time. Their values and culture guide their 
approach to the market, and how they do business, and provides them a long-term and 
sustainable advantage. Their focus on transparency defines their products, and also helps to 
build trust with regulators and other stakeholders. Their culture of innovation allows them to 
solve big problems using technology by developing pioneering products. 
 

Contribution profit and Contribution margin increasing 

One 97 Communications’ contribution profit improved from a loss of ₹19,980 million in FY 2019 
to a profit of ₹3,625 million in FY 2021, and from ₹820 million in the first quarter of FY 2021 to 
₹2,445 million in the first quarter of FY 2022. The company’s contribution margin, as depicted in 
the table and chart below, increased from a loss of 61.8% in FY 2019 to a profit of 12.9% in FY 
2021, and from 14.9% in the first quarter of FY 2021 to 27.4% in the first quarter of FY 2022. 



 
 

 

Strategies Going Forward 

 

 

 

 

 

 

 

 

 

 

 

 
 
  

Grow consumer and merchant base 
One 97 Communications will continue to grow their consumer and merchant base, adhering to their 
mission which is to bring half a billion Indians into the mainstream economy. The company expects 
this to include tens of millions of small Indian businesses and merchants. While they already have a 
large number of consumers and merchants on their ecosystem, they believe that there is continued 
scope for expansion given the under-penetration of the various products and services they offer. They 
endeavour to continue to increase the engagement and retention of their consumers and merchants 
on their ecosystem by offering them better products. 

 
Expand and enhance Paytm App’s offerings for their consumers 
It is One 97 Communications’ endeavour to continue to add new use cases and new payment 
instruments that add value to their consumers and increase their monetization. One 97 
Communications will continue to focus on bringing together various pieces of their ecosystem to build 
innovative products for their consumers, which could take the form of increasing seamlessness 
between (i) consumers and merchants, (ii) various use cases and, (iii) various payment instruments. 

 

Deepen merchants’ partnerships and drive adoption of technology  
One 97 Communication’s merchants are integral to Paytm’s ecosystem. They plan to continue to 
expand their merchant network across cities and towns in India while also deepening their 
partnerships with existing merchants. They will continue to expand their payment services’ offerings 
for merchants and innovate to offer wider selection of commerce and cloud services. They also intend 
to continue making access to technology easy and affordable for their merchants by identifying 
merchant problems that can be solved using technology. 
 

Rapidly scale up financial services and expand its access  
One 97 Communications is focused on rapidly scaling up their financial services business. They will 
focus on consumers and merchants who have limited access to financial services products and 
continue to work in close collaboration with their financial institution partners to create products and 
services addressing their requirements while leveraging their technology and insights. A key strategic 
focus for them is to scale up their consumer and merchant lending businesses, including Paytm 
Postpaid (buy-now-pay-later), in collaboration with their financial partners, as well as their wealth 
management offerings. They plan to continue to leverage their partnership with Paytm Payments Bank 
to expand the suite of banking solutions for consumers and merchants. 
 
 



 

 

Management 

  

Vijay Shekhar Sharma (Managing Director and CEO): He holds a bachelor’s degree 

in electronics and communications from the Delhi College of Engineering. Mr. Sharma is the 
founder of the Company and over-sees the Company's key strategic efforts including engineering, 
design and marketing. Mr. Sharma has featured in ‘2017 Time 100’, the list of ‘hundred most 
influential people in the world’ by Time magazine. 

 
Douglas Feagin (Non-Executive Director): He holds a bachelor’s degree of arts from the 

University of Vir-ginia and a master’s degree in business administration from the Harvard 
Business School. He was previously associated as a managing director in the investment banking 
division of the Goldman Sachs Group, Inc.. He currently serves as senior vice president of the Ant 
group. 

 
Madhur Deora (President and Group Chief Financial Officer): He has been 

associated with the Company since October 3, 2016. He holds a bachelor’s degree of science in 
economics from the Wharton School of the University of Pennsylvania. He was previously 
associated with Citigroup Global Markets India Private Limited. 

 
Recommendation & Valuation 

At a higher price band of Rs 2,150, the company is demanding a Price to sales multiple 
of 49.73x and an EV/sales multiple of 48.85x on FY21E. When compared to an 

international peer PayPal which has a Price to sales ratio and a EV/sales of 11.98x and 
12.42x respectively, the valuations look expensive. However, considering the huge 

scalability of the platform business, sharp reduction in EBITDA loss and Net loss, focus 
on innovation, a trusted brand with a wide reach, company getting benefit of networks 
effect, Contribution margin increasing from (61.8)% in FY19 to 27.4% in 1QFY22, we 

recommend Subscribe to the issue with a long-term perspective. 

Expand into international markets 
While One 97 Communications continues to innovate and provide better products and services to their 
consumers and merchants in India, they believe there is a large opportunity for them to leverage their 
technology infrastructure and expand to international markets. In 2017, they piloted their bill payment 
services in Canada and in 2018, they partnered with Softbank Corp. and Yahoo Japan Corporation to 
launch PayPay, a leading digital payments and financial services company in Japan. They continue to 
explore international opportunities, especially in the developed markets, where they can either launch 
their merchant services, or collaborate with partners to launch consumer facing platforms. 
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IIFL Securities Limited shall not be in any way responsible for the contents hereof, any omission there from or shall 
not be liable for any loss whatsoever arising from use of this document or otherwise arising in connection therewith, 
including with respect to forward looking statements, if any. IIFL makes no representation/s or warranty/ies, express 
or implied, as to the contents hereof, accuracy, completeness or reliability of any information compiled herein, and 
hereby disclaims any liability with regard to the same. Neither IIFL Securities 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.  You shall verify the veracity of the information on ytheir own before using the information provided in the 
document. Investors are requested to review the prospectus carefully and obtain expert professional advice.  IIFL 
Group | IIFL Securities Ltd (CIN No.: U99999MH1996PLC132983) IIFL House, Sun Infotech Park, Road No. 16V, 
Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604. Tel.: (91-22) 2580 6650 *Customer 
Service: 40071000 *Stock Broker SEBI Regn: INZ000164132 *NSE: 10975 *BSE: 0179 *MCX:55995 *NCDEX:378 
*Depository: INDP185 2016 *MF Distributor ARN: 47791, *PMS SEBI Regn.: INP000002213, *Investment Adviser 
SEBI Regn. : INA000000623, *Research Analyst SEBI Regn:- INH000000248 | Kindly refer to www.indiainfoline.com 
for detailed disclaimer and risk factors.  
 
 
IIFL Group | IIFL Securities Ltd (CIN No.: U99999MH1996PLC132983) IIFL House, Sun Infotech Park, Road No. 
16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604. Tel.: (91-22) 2580 6650 *Customer 
Service: 40071000 *Stock Broker SEBI Regn: INZ000164132 *NSE: 10975 *BSE: 0179 *MCX:55995 *NCDEX:378 
*Depository: INDP185 2016 *MF Distributor ARN: 47791, *PMS SEBI Regn.: INP000002213, *Investment Adviser 
SEBI Regn. : INA000000623, *Research Analyst SEBI Regn:- INH000000248 | Kindly refer to www.indiainfoline.com 
for detailed disclaimer and risk factors. 
 
 
For Research related queries, write at research@iifl.com 
  
For Sales and Account related information, write to customer care: cs@iifl.com or call on 91-22 4007 1000 

RISKS 

1. The Company has a history of net losses and they may not be able to achieve profitability. 

2. If they are unable to attract merchants to their ecosystem, grow their relationships with their existing 

merchants, and increase transaction volumes on their platforms, the business could be materially 

and adversely affected. 

3. The company may be adversely affected by the evolving laws and regulation governing their 

business and the introduction of any new laws and regulation which may become applicable to their 

business. 

4. The company may not be able to maintain and strengthen the network effects of their platform, 

which could have a material adverse effect on their business. 

5. The company is subjected to chargeback and refund liability risk when their merchants refuse to or 

are unable to reimburse chargebacks and refunds resolved in favor of their customers. Any 

increase in chargebacks and refunds not paid by their merchants may adversely affect their 

business, financial condition, cash flows or results of operations. 

6. Failure to maintain or improve their technology infrastructure could harm their business and pro-

spects. 

7. The business depends on a strong and trusted brand, and any failure to maintain, protect, and 

enhance their brand would hurt their business. 
*For complete list of risk factors referring to the Red Herring Prospectus. 


