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About the Company

Dreamfolks Services Limited (DFSL) is the largest airport service aggregator platformin India. It is a
market leader and has over 95% of the market share for all credit and debit cards issued in India. The
company has 100% market share in facilitating access to the 60 lounges that are now operating in
India. It provides travellers with an improved airport experience by utilising a technology-driven plat-
form. By integrating international card networks, card issuers, and other corporate clients in In-
dia—including airline corporations with a variety of airport lounge operators and other service provi-
ders for the airport industry—onto a single technology platform, the company operates under an as-
set-light business model. Customers of DFSL's clients can enjoy airport-related services like lounges,
food and drink options, spa treatments, pick-up and drop-off services. The convergence of its domi-
nant market position, main Client base, extensive presence in the airport lounge market in India and
diverse service offerings helps create a network flywheel effect.

Investment Rationales

Deep-rooted relationship with marque clients: It has tie-ups with all the 5 Card Networks operating
in India, including Visa, Master Card, Diners, Discover, and RuPay. Some of India’s largest Card Issuers
are also among its key clients, including ICICI Bank Limited, Axis Bank Limited, Kotak Mahindra Bank
Limited, HDFC Bank Limited (in respect of the debit card lounge program) and SBI Cards and Payment
Services Limited. The company also has tie-ups with some of India’s prominent corporates, including
airline companies, a telecommunications company, OTA, loyalty aggregators, and other corporates.
The company has been constantly increasing its client base from 12 in FY17 to 52 as of 6MFY23.

Low cost of consumer acquisition and strong business moat due to flywheel effect: The company’s
business model is as such where the acquisition of the consumers is done by the company’s clients and
it can capitalize on the increasing consumer base of air traffic passengers and card users without incu-
rring any direct consumer acquisition cost. The company’s services are interdependent and its unique
value proposition enables them to attract newer clients and Operators, which helps them to further
strengthen its position in the market. This helps the company to cut down its cost and sustain and im-
prove the profitability margins.

Strong Balance sheet due to asset-light model: The company is a net debt-free company and as far
as business is concerned, it is asset-light and its ability to scale up its business requires minimal incre-
mental capital deployment resulting in high operating leverage which in turn results in high capital
efficiency. The company is confident of financing any future scale-ups or expansions through internal
approvals.

Expanding into newer sectors to create customer engagement and provide loyalty management
solutions: It increased the service offerings to their premium customers with the tie-up with Vidsur
Golf, enabling them to access 40+ golf courses in the country and 1800+ golf courses globally. To
broaden the customer base, it has also entered into railway stations as part of their expansion into
newer sectors and now currently offers 12 railway lounges in the country. It also plans to create anci-
llary revenue opportunities for Clients in the online travel agency and airline industries.

® Slowdown in the travel industry
® Airport lounge operations forward integrating and directly tying up with card networks and issuers.
® |ncrease in competition.

We believe Dreamfolks is a well-positioned dominant player in the domestic airport service aggrega-
tor platform and an incubator of the industry with a unique, capital-efficient, asset-light business
model. We like companies' one-stop shop diversified Service offers partnered with all 60 lounges in
India which include Lounge Access, Food and Beverage, Spa Services, Meet and Assist along with Air-
port transfer services. We believe the industry is expected to grow robustly from here to around 193
lounges by 2040E along with Tier Il airports also expected to drive the growth of new lounges in
coming years. Due to its market dominance and rising trend of air travel experience, The business stra-
tegy of asset and human resource light, and lounge network acts as the biggest competitive advantage
which would help company to deliver healthy growth going forward. Additionally, DFSL has concen-
trated on diversifying and boosting the scope of its service offerings by entering into the railway loun-
ges segment which would be the next big growth trigger along with focus towards growing its interna-
tional presence. Hence considering investment rationale, we recommend investors to “Accumulate”
Dreamfolks at every dips keeping a long term perspective.

The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or
commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its repre-

sentatives will not be liable for the recipients’ investment decision based on this report.
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INDUSTRY OVERVIEW

INDIAN AIRPORT OUTLOOK

The number of airports in India has greatly expanded in the last 8 years. In 2014, India had
around 72 airports, but the number has now reached 141 and the government is working on
adding 80 more airports in the next four to five years which will take the total number of
airports to 220.

Greenfield airports contribute significantly to economic growth. The government of India has
agreed in principle to the development of 21 Greenfield airports in the coming 4-5 years. The
growth in passenger demand and air traffic is one of the key drivers for the same. The overall
program cost is estimated to be Rs 25,000 crores. As of 2022, there were roughly 141 opera-
tional airports in India, and it is expected to increase to 295 operational airports by 2040.

The Indian Government plans to spend around X 1 trillion to set up new airports by 2024.
These include Jewar Airport, Noida; Purandar Airport, Pune; Orvkal Airport, Kurnool; Mopa
Airport, Goa; Sindhudurg Airport, Maharashtra; Kalyani Airport, Kolkata; Holongi Airport,
Arunachal Pradesh; Rajkot Airport, Gujarat; Navi Mumbai International Airport, Maharashtra;
Rajkot International Airport and Maa Danteswari Airport, Jagdalpur.

In India, the top 15 airports still handle the majority of the air traffic. The Indian economy is
expected to mature and spread to the rest of the country. As a result, non-metro cities will
drive future growth in the Indian aviation market.

n INDIAN LOUNGE OUTLOOK

The airport lounges have grown steadily in India over the past 5 years. The growth was being
driven by the metro cities until about 2- 3 years ago, however, in the past 2 years the lounges
have been expanding in non-metro airports as well. Any airport with a passenger movement of
around 5-6 million a year can accommodate a successful lounge.

The number of lounges in an airport is proportional to the passenger numbers; the top 24
Global Airports average around 7 lounges per airport. The Indian Airports average around 2
lounges per airport. The Indian lounge market is expected to grow at 4x the current market
size and is expected to reach 193 lounges by CY40E.

Heathrow International, UK is seen to have the largest number of lounges across the global
market with a value of 29, followed by Dubai International (24 airport lounges). In India, Indira
Gandhi International Airport (7 airport lounges) has the highest number of lounges followed
by Chhatrapati Shivaji International in Mumbai (5 lounges).

Increased privatization of airlines is also expected to increase the investment in airline-based
lounges. The growth in the lounge operators' market is anticipated to increase opportunities
for the lounge aggregators market. Tier Il airports are expected to drive the growth of new
lounges. This is due to the lower rates and increase in traffic from these airports.
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NO. OF LOUNGES IN INDIA
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Source: Estimates based on FICCl data, 30 | Statement by MoCA and Frost Modelling | 2020 Industry revenue has been estimated Notes:
No of Lounges are expected to grow to 193, these are inclusive of additional lounges in existing airports and new lounges in upcoming
airports. Around 10 airports are to be operational every year.

Airport Lounge Product Lifecycle Stage — Key Countries
Figure 32: Product Life Cycle, India Benchmarked to Global Markets*’
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Note: Product Life Cycle (PLC) for Growth in Airport Lounges Market in India. The PLC Ratio is calculated based on economic modeling.
Source: Frost & Sullivan Estimates



MSEARCH

INVESTMENT IDEA

1
REWARDING RELATIONSHIPS

India is still at the nascent stage or the introduction stage as far as global markets are concerned.
There is a lot of scope as the expansion progresses in Tier 2 and Tier 3 cities. India has become the
third-largest domestic aviation market in the world and is expected to overtake the UK to become
the third-largest air passenger market by 2024. It significantly increases the demand for lounge
areas at the existing and new airports.

DFSL is the largest and dominant airport lounge access provider in India. In Fiscal 2020, of the total
Indian domestic lounge access, around 80% was through India-issued credit cards and debit cards.
Its dominant position is underpinned by its estimated market share of over 95% in Fiscal 2022 of all
India issued Card Based access to domestic lounges in India. Moreover, it has coverage across 60
operational airport lounges constituting 100% of airport lounges in India. Further, as of Sept 30,
2022, it had exclusivity to provide access to 12 domestic lounges across 11 airports in India consti-
tuting around 22% of the total access of domestic lounges for India-issued credit cards and debit
cards. Further, the Company catered to approximately 68% of the overall lounge traffic in volume
across all lounges in Indian airports (both the domestic and international lounges). DFSL is well-po-
sitioned to get benefited from the growth in the number of airports and lounges.

AIR PASSENGER TRAFFIC (DOMESTIC AND GLOBAL)

It is expected that the air traffic recovery to pre-covid level could be seen between 2023-2025.
Global air passenger traffic is expected to grow at 3.6% CAGR between 2019-2041. There can be
short-term turmoil but with the decline in the oil prices and CPl index and improvement in the GDP,
the overall trend remains positive.

Global Air Passenger Traffic (in billions)
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Note: Global Air Passenger Traffic between CY 1990 to CY 2021. 990-CY 2019 are actuals, while CY2020 and CY 2021 are estimates
Source: IATA
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Comparison of India and Global Air Traffic, Billions
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I THE FOLLOWING ARE THE FACTORS THAT ARE EXPECTED TO CONTRIBUTE TO THE OVERALL
INDIAN AIR TRAVEL GROWTH

Jump in India’s Travel and Tourism Competitiveness

Jump in Ease of Doing business

Growth in Business Travel

Reducing the Cost of Air Travel

Increased travel in Tier-2 and Tier-3 destinations

Air Travel Propensity (CY 2019)

3.5

2.5

1.5
“

Indonesia  China Brazil Mexico Russia Japan Canada United  Australia
States

%)

=

Ln

(=]

Note: Air Travel Propensity for key Economies including US, China, India, Indonesia, Japan, Brazil, Russia, Australia, Mexico, and Canada |
Source: World Bank
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Travel propensity is defined as the frequency of travel for a given individual within a nation. It is the
ratio of passenger traffic to the overall population within a given region. The top 4 countries with
the highest propensity to travel via Air are noted to be Australia, the US, Canada, and Japan. The
countries with low air travel propensity are the BRIC countries, Indonesia and Mexico. Amongst
the least air travel propensity countries, India is the lowest, however, it is also expected to be the
third largest air travel market by 2030 according to IATA (International Air Transport Association).
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Growth of the Domestic and International Air Travel
Industry (2021-2040) - in bn
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In the financial year 2022, the total air passenger trafficin India reached more than 105 million pas-
sengers. It was a huge increase compared to the previous year. Domestic passenger traffic saw a
compound annual growth rate (CAGR) of 3.3 percent from 2011 to 2022, while international pas-
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senger traffic saw a -5.7 percent CAGR during the same period.
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2025E 2030E 2040E
Total Passenger (in m) 293 567 1114
Airline Fleet 1175 1570 2360
General Aviation Fleet 2452 3668 6100
Industry Revenue (in USD bn) 16.9 20.8 28.6
Operational Airports 200 235 295
No. of cities with more than 2 airports 8 16 31
No. of airports with >10m passengers 20 29 47

Source: Msearch
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Growing Air Traffic and Passenger Traffic: Passenger traffic has been growing steadily since
the new millennium, driven largely by income growth and low-cost aviation. Domestic air
travel increased from 139.33 million in FY 2015 to 275.22 million in FY 2019. It is projected
that India will overtake the UK to become the third-largest air passenger market in 2024. Fur-
thermore, India is one of the world's fastest-growing domestic aviation markets. The interna-
tional passengers have also grown from around 50.8 million in FY 2015 to around 69.48
million in FY 2019. While the aviation industry faced a severe setback due to the COVID-19
pandemic, there are encouraging signs of a gradual recovery. With the expectation that air
traffic may reach pre-pandemic levels by the end of fiscal year 2026. Hence, with growing air
and passenger traffic, the lounge market would flourish.

Development of New Airports: : India will require 2,380 new commercial aircraft by 2040
because of an increase in air travel. Considering airline orders for dozens of new planes in
order to satisfy a resurgent travel demand, India will spend around 980 billion rupees (about
$12 billion) on airports over the next two years, placing pressure on current infrastructure.

Government Initiatives: The government of India has launched many schemes to make flying
affordable for people of all income levels. Under UDAN 4.0, 24 routes were identified in Assam
in February 2021. During the UDAN 4.1 bidding process, the Ministry of Civil Aviation (MoCA)
has proposed 392 routes as part of the Azadi Ka Amrit Mahotsav launch by the Government of
India in March 2021. The UDAN scheme and the privatization of the airports are expected to
the key government initiatives which could contribute to this market.

Increasing Uptake of Digital Economy: The current credit card penetration is extremely low
in India; it is around 3% for credit cards. The penetration of the digital economy and cards is
expected to increase exponentially due to the effect of the pandemic, large customer base,
rising income, and changing attitude of the end customer. In turn, the financial system will have
agreater incentive to manage customer loyalty; programs like lounge access will form a signifi-
cant part of the loyalty management initiative. The industry reports suggest that the credit
card user base is expected to grow 33x in the next two decades.

Addition of Lounges: On average it can be stated that the top 25 airports in India account for
2 lounges per airport. This is much lesser than the Global average whichis 7 airports per top 25
Global airports. The number of airport lounges in India is very small. Currently, there are
approximately 60 lounges in India (30th September 2022), and the overall number of lounges
willincrease in line with increasing traffic and passengers. It is important to note that the over-
all growth in the lounge also includes the growth in the lounge area in the existing lounges
which are not included in the 150 new lounges which are expected to be added in between the
years 2023-2040. The total number of lounges is expected to be 204 by 2040; these include
the additional lounges across existing airports and new lounges across Greenfield airports.
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Passenger entering ARPU Gross Margin Gross Margin
Year lounge (in Mn) ) Per Passenger (in %) | Per Passenger (in )
FY20 48.8 752 18% 135
FY21 13.8 765 16% 122
FY22 25.3 800 16% 128
FY23E 77.3 923 16% 147
FY24E 1120 987 17% 168
FY25E 138.0 1056 17% 180
STORY IN CHARTS
PAX AND ARPU REVENUE TREND
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INCOME STATEMENT

Particulars (In% Cr) 2020 2021 2022 2023 2024E 2025E
Revenue 367 106 283 773 1,110 1,437
Growth 0 -71% 167% 174% 44% 30%
Cost of services 300 88 237 645 921 1,192.96
Employee Expenses 18 13 17 17 22 29
Other Expenses 4 6 6 12 11 14
Total Expense 322 106 260 674 954 1,236
EBITDA 45 0 23 99 155 201
EBITDA Margin 12.28% -0.36% 7.98% 12.79% 14.00% 14.00%
Depreciation 2 2 2 3 2 2
Other Income 1 1 3 0] 0
EBIT 44 1 22 99 153 199
Interest 1 1 1 1 1 1
PBT 44 0 20 97 152 198
Tax 12 1 4 26 38 49
PAT 32 -1 16 72 114 148
PAT Margin 8.63% -1.37% 5.75% 9.27% 10.26% 10.31%

Source: Cline, Msearch

CASH FLOW STATEMENT

Particulars (X Cr) 2020 2021 2022 2023 2024E 2025E
Operating Cash Flow 22 6 -12 50 47 43
Investing Cash Flow 0 -27 6 -30 12 18
Financing Cash Flow 0 -2 -3 -2 0 -2

Source: Cline, Msearch
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BALANCE SHEET
Particulars (InX Cr) 2020 2021 2022 2023 | 2024E | 2025E
EQUITY & LIABILITIES
Shareholders Fund 66 64 82 157 271 419
Share Capital 5 5 10 10 10 10
Reserves & Surplus 61 60 72 146 260 408
Total Non Current Liabilities 4 9 9 9 11 12
Long Term Borrowings 2 1 1 7 7 7
Other Long Term Liabilities 0 6 6 0 0 0
Long Term Provisions 2 2 2 3 4 5
Total Current Liabilities 68 49 77 156 175 225
Short Term Borrowings 0 2 1 1 1 1
Trade Payables 56 31 71 139 154 199
Other Current Liabilities 12 16 5 16 20 25
TOTAL EQUITY & LIABILITIES 138 123 169 323 456 656
ASSETS
Total Non Current Assets 21 61 41 21 56 61
Fixed Assets(incl. Capital Work in Progress) 6 39 16 13 17 21
Tangible Assets 5 38 11 10 10 10
Intangible Assets 0 0 5 4 4 4
Capital Work in Progress 1 0 0 0 0 0
Deferred Tax Asset(Net) 2 1 1 2 1 1
Long Term Loans & Advances 3 2 3 4 3 3
Other Non Current Assets 11 19 21 1 21 22
Total Current Assets 116 62 128 302 400 595
Current Investment 0] 0 0 44 44 44
Trade Receivables 69 40 91 202 258 394
Cash & Cash Equivalents 32 10 15 37 78 137
Short Term Loans & Advances 3 0 0] 0] 0 0
Other Current Assets 13 12 23 19 20 20
Other Assets 0 0] 0 0] 0] 0
TOTAL ASSETS 138 123 169 323 456 656

Source: Cline, Msearch
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This Report is published by Mehta Equities Limited (hereinafter referred to as “MEL”) for registered client circulation only. MEL is a registered Research
Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO0000552. MEL is a registered broker with the Securities & Exchange
Board of India (SEBI) and registered with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments, Multi Commodity
Exchange of India (MCX), National Commodity & Derivatives Exchange Ltd. (NCDEX) for its stock broking activities & is Depository participant with Central
Depository Services Limited (CDSL), is registered with SEBI for providing PMS services and distribute third party PMS product and also member of Association
of Mutual Funds of India (AMFI) for distribution of financial products.

MEL a “Research Entity” under SEBI (Research Analyst) Regulations 2014 has independent research teams working with a Chinese wall rule with other
business divisions of MEL as mentioned above.

MEL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities Market. MEL, its
associates or Research analyst or his relatives do not hold any financial interest in the subject company. MEL or its associates or Research analysts do not have
any conflict or material conflict of interest at the time of publication of the research report with the subject company. MEL or its associates or Research
Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of
publication of this research report.

MEL or its associates or Research analyst has not received any compensation / managed or co-managed public offering of securities of the company covered
by Research analyst during the past twelve months. MEL or its associates have not received any compensation or other benefits from the company covered by
Research analyst or third party in connection with the research report. Research Analyst has not served as an officer, director or employee of Subject
Company and MEL / Research analyst has not been engaged in market making activity of the subject company.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. MEL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular
needs of the reader. This research has been prepared for the general use of the clients of MEL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MEL will not treat
recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident
in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject MEL
& its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. MEL or any of
its affiliates or employees shall 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. MEL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and
non-infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. MEL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, MEL is committed to providing independent and transparent recommendations to its clients,
and would be happy to provide information in response to specific client queries.

The information/document contained herein has been prepared by Mehta Equities Ltd and is intended for use only by the person or entity to which it is
addressed to. This information/document may contain confidential and/or privileged material and is not for any type of circulation and any review,
retransmission, or any other use is strictly prohibited. This information/document is subject to changes without prior notice. Kindly note that this
information/document is based on technical analysis by studying charts, patterns, trends of a stock's price movement and trading volume of the stock and as
such, may not match with any company’s fundamentals. This information/document does not constitute an offer to sell or solicitation for the purchase or sale
of any financial instrument or as an official confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all
customers may receive this information/report at the same time. MEL will not treat recipients as customers by virtue of their receiving this
information/report.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. Opinions expressed are subject to change without any
notice. Neither the company nor the director or the employees of MEL accept any liability whatsoever for any direct, indirect, consequential or other loss
arising from any use of this research and/or further communication in relation to this research. Here it may be noted that neither MEL, nor its directors,
employees, or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost
profit that may arise from or in connection with the use of the information contained in this report.
Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects my
personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the Research analyst
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The Research analyst is principally be
responsible for the preparation of this research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

Msearch’s Recommendation (Absolute Performance) Buy: > 20% within the next 12 Months
Accumulate: 5% to 20% within the next 12 Months Sell : < -20% within the next 12 Months
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