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Radiowalla Network Limited

Investor Call Transcript — 26" November 2024

(1:13) Should we get started Harry? It's 16 or 4. (1:18) 4 minutes. (1:20) 4 minutes already. (1:25) Yeah, |
think we should.

(2:06) Okay, let's start. (2:09) Good evening everyone. (2:11) Thank you for attending this investor
presentation from Radiowalla.

(2:17) I have my colleague Harpreet (2:20) on the call with me. (2:22) And both of us will be walking you
through the (2:27) first half performance of Radiowalla (2:30) and answering any queries (2:33) which
we may have for all of you. (2:37) So this is a statutory disclaimer.

| will not read it, but it is there for everyone to have a look as part of (2:44) our presentation. (2:48) Just
a quick recap. What is Radiowalla ? (2:53) Radiowalla is a customer engagement platform where we are
working primarily with (2:58) retail, hospitality and public spaces.

(3:02) We provide multiple solutions to our customers, (3:07) starting from in-store audio, which is our
core business for retail stores. (3:12) We are providing in-store music to our retail clients. (3:18) As part
of that, we have digital audio advertising where (3:23) brands which are selling in these retail stores or
affiliate (3:27) brands who want to target these shoppers, they are advertising in that platform.

(3:33) Third aspect is corporate radio, where we are creating (3:38) bespoke radio for (3:41) corporates
for their in-house consumption, which is played in their factory (3:46) warehouses or in large office
spaces. Fourth (3:51) arm of our business is digital signage solutions, wherein we are

creating (3:56) digital screens at multiple (4:01) specific outlets or in public spaces where we have got
exclusive rights (4:06) for the same. Point of purchase advertising is (4:11) wherein we are creating some
static and other advertising (4:16) opportunities in retail environment, where already we are working
with our clients.

(4:21) And the last one is audio in public spaces, where we are targeting (4:27) public places like bus
stands, like petrol pumps, wherein (4:31) there is a mass public footfalls (4:36) and there are
opportunities on advertising revenue over there via the audio media. (4:43) Where we are today, we
have 30,000 plus stores, (4:48) over 1 billion footfalls across the network, (4:52) 20,000 plus unique
playlists every day. So across our brands, (4:57) this is the kind of playlist we are generating every day.

We have a music database of (5:02) 100,000 plus tracks, which becomes a library for us to use for our
clients. (5:08) Over 600 brands are our clients today, and we are present (5:12) in more than 1,000 cities
and towns in India. And globally, (5:17) we have our clients who are present in 10 countries.



(5:22) I'll quickly jump to H1-24 performance. (5:28) I've compared the April to September 24 (5:31) and
April to September 23, year on year to last year. (5:37) These are the five sub-segments, you can say,
wherein (5:41) in-store radio, advertisement, digital video, corporate radio and other income.

(5:46) As you can see, we had a robust in-store radio growth of 47%. (5:51) Advertisement was as
expected because it was on a low base. So we were (5:56) expecting a larger jump and we were happy to
say we're 119%.

(6:01) Digital video comparatively was lower and we'll cover the reasons for the same. (6:05) Corporate
radio was more or less the similar as we did last year. And other income is since we (6:11) did the IPO, so
there is an interest income which is coming in.

So our total (6:15) revenue was touching almost 10 crores, which shows a growth of around
35%. (6:21) Margins, they were slightly lower than last year. Again, (6:25) I'll come to the reasons which
are highlighted below.

Marketing expenses. (6:31) Yes, we had some IPO related expenses, which got covered in
six (6:35) months, so which we were to expense off. So that shows the increase.

(6:42) Indirect expenses more or less similar, no growth in that. (6:46) So we expected to remain in that
range. So overall we had a 21% (6:52) comparative Apple to Apple growth and profit.

(6:56) However, there were three specific items which we had to expense off. One was (7:00) exceptional
and extraordinary expense pertaining to IPO related (7:05) expenses and one time IPO related expenses,
13 lakhs. (7:10) As mentioned in our IPO prospectus as well, we were to augment our tech resources.

So we (7:15) have started hiring those tech people. That cost was not there next last year. (7:21) And this
is an investment for future growth.

So it was a straight cost which was hitting our (7:27) expenses. So accordingly adjusted profit reported
was 59 (7:31) lakhs vis-a-vis 94 lakhs. Key focus area for (7:36) us in-store radio, which is a crux, which is
the base on which the whole business is built up.

(7:42) It has shown rapid growth and we are very happy that (7:46) we have reached over a billion
footfall in these stores, which augments well for our advertising (7:51) revenue as well. And
advertisement has started showing (7:56) and in six months we did two crores and we continue to

see (8:01) equally fast growth going forward as well. (8:06) And advertisement is as a margin, you know,
it is a better margin (8:11) and it helps us improve the overall margins.

Other than these one time (8:16) cost and onboarding of tech team and everything, we expect that by
the year end we will (8:21) come back to the similar margins as we were achieving last year. And
thereafter we will start (8:26) seeing an increase in the margins as well because our senior
management (8:31) is not going to grow in that pace because you already have (8:36) seasoned people
in place. At best we will be hiring in the tech space and (8:41) in the sales and marketing at a mid-
management level.



So we don't expect (8:47) our indirect cost to go up significantly and the margins (8:51) will improve
thereafter. If we look at our (8:57) category split, the left side is primarily a store count by

category. (9:04) Of the 30,000 stores we are 31% are apparel business, (9:08) 18% is F&B business, 17%
is grocery, 8% footwear and then (9:13) rest of the others.

And if | on the right hand side is client (9:18) count by category, wherein if we are talking about 600
clients, 29% (9:23) are apparel, 18% shopping malls, F&B 18% and rest all are (9:29) in the smaller
segments of businesses. So it's a (9:33) well spread pie chart which reflects that we are

not (9:38) dependent on one particular business. So the risks are hedged to that extent (9:43) across the
spectrum.

I'll request Harpreet to take over (9:54) from here and talk about the respective segment. Harpreet is our
chief operating officer (9:58) and will be able to walk us through these particular slides
pertaining (10:04) to individual segments of the businesses. (10:08)

Thank you Harry

And I'd like to start with the in-store radio business (10:14) as that is the formative business for us. We've
seen a lot of (10:19) new clients coming on board and a lot of new stores being added in the first six
months. (10:24) In general, first six months are a little bit slower as you can understand from the retail
industry (10:29) perspective.

The new store openings are muted in the first six months and the (10:34) bulk of store openings happen
in the second half of the year. However, we've seen new (10:39) brands being added, new logos being
added. Some of them are mentioned here.

We've added (10:44) 80 new brands in this six months, which comprise of about 1300
stores. (10:49) Overall, our store count has grown by 2000 plus. (10:54) And the rest of the stores coming
from existing (10:58) brands, new store openings from existing brands.

(11:02) We have a pretty strong pipeline in terms of new clients and new stores being

added. (11:08) And of course, new stores from existing clients being added in the second half. (11:13) As
we spoke earlier, we generate 20,000 plus unique playlists every day (11:18) and our network is close to
30,000 right now.

(11:22) We expect this network to continue to grow, which is the (11:28) foundational pillar for all of our
other businesses, other revenue streams going forward. (11:33) So this continues to be very strong and
on a very good growth trend. (11:39)Harry Can you go to the next slide, please? (11:41) Right.

Now, let's talk about the audio out of home advertising, (11:58) which is the ads which play inside retail
stores. As we (12:03) saw in terms of revenue, that growth has continued. Last year, we
started (12:08) on a smaller base.

This year, it has expanded by more than 100%. We've seen (12:13) a whole bunch of brands trying out
audio medium for their advertising and audio inside the retail (12:18) stores is now becoming a



preferred way for brands to experiment and target (12:23) specific customer segments. We've seen a lot
of premium (12:28) brands doing campaigns with us in the in-store radio segment, especially (12:33) the
grocery brands.

As you can see, some of these brand names are pretty well known. | would like to (12:38) point out two
or three brands, which are interestingly non FMCG category brands, (12:43) which have also tried this
medium. One of them is Amazon Pay, for instance.

They've done (12:48) a couple of campaigns with us and pretty large campaigns with us. Dr. Agarwal Eye
Hospital. (12:53) They've been doing regular campaigns with us, city specific campaigns
and (12:58) stores which are closer to their centers.

Those are the target stores. (13:03) We've also done campaigns. | think one logo which you're missing
here is from (13:08) an immigration consultant called AECC.

So wide categories (13:13) of advertisers are coming on board to try out this medium and to

see (13:18) results from this medium. Of course, FMCG, it makes (13:23) an obvious choice for them
because the products are being sold there. But as you can see from (13:28) the logos here, even the
brands which are in non FMCG category, which are not being sold (13:33) there in the stores, they are
also trying out this medium.

So that's a very positive (13:38) development. We've seen... (13:42) Maharashtra tourism is a very good
case. Other state governments (13:48) are also now looking at the medium.

Correct. And the largest campaign (13:53) that we've done for a single client is across 925
stores, (13:58) 18 different states. (14:02) So not only are the clients diversifying, the range of stores
which they are taking is also (14:08) increasing in a way.

So a lot of positives from here. (14:25) Harry we can go to the next slide please. And on our digital
screens, (14:27) again, we've been getting a lot of traction in terms of different brands coming on to
digital (14:32) signages, digital LED hoardings that we operate. We have (14:36) launched nine digital
hoardings in Gujarat.

Another four are in progress and they should (14:42) be live in next month or so. We've done in the last
six months, 30 plus ad campaigns. (14:47) Some of these brands are mentioned here and there have
been (14:52) brand campaigns from brands which are repeating.

(14:56) They've done two or three campaigns in the six months. (15:06) So when it comes to digital
signage solutions inside the retail stores, (15:14) we've been pitching these solutions and we've got
some (15:16) good success. We've recently closed on a few large clients, (15:22) which include Max
Fashions, which is part of Landmark Group and which includes (15:26) Bangalore International Airport,
where we provided 120 screens to them.



(15:32) So there's a very strong pipeline of thousand plus screens (15:37) that we are looking at. Now, in
this segment, the revenue comes (15:42) from two different aspects. One is the hardware sale of the
screens and (15:47) the turnkey projects of setting up signages.

The second one is the content management. (15:53) You've seen earlier that the content, (15:57) the
revenue in this segment was lower than the last fiscal. That is (16:02) primarily because of a one-off
project revenue, which was there in the H1 of last year.

(16:07) As we go forward, we expect the subscription revenue or the service revenue to (16:12) become
a larger portion and hence reduce the fluctuations in terms of the (16:16) overall revenue from this
segment. Once we onboard and (16:22) start servicing these clients, the larger ones, our (16:26) services
revenue is going to go up substantially. Some of these clients (16:31) are already signed up.

Some of these we've signed up in the last six months, which we'll start billing now (16:36) and so on. So
there are various stages of clients being signed up. (16:41) All the logos that you see here are already
signed up.

(16:48) Harry you can go to the next. In the digital out-of-home segment, (16:53) as | mentioned, we've
launched nine screens in Gujarat. Some of these are mentioned here.

We've (16:58) done screens in Morbi, Surat, Gandhinagar, Navsari, Dahod, Deesa (17:03) Halol,
Ankaleshwar and there are various ones which are under progress right now. (17:08) So the idea for us is
to establish a deeper network in Gujarat (17:13) in terms of advertising on the LED hoardings. For people
who are from Guijarat, (17:19) primarily LED Gujarat (17:22) are concentrated in Gandhinagar, more than
Gandhinagar, rather Ahmedabad and (17:28) Surat and possibly Vadodara.

There are practically no digital (17:33) hoardings in tier two, tier three cities right now. And that is a
space we want to capture with (17:38) a wider network. Now, these are some of the initiatives which we
are working on right now (17:49) at different stages of implementation.

The (17:53) first and | think the most important one which will impact us going forward (18:00) and
perhaps impact our margins (18:04) positively is the Al generated music. Now, all of you would have
heard the (18:08) power of Al and how Al is changing different industries. Our (18:14) industry is no
different.

Music is no different. We want to be at the forefront of (18:18) using Al to provide better services, to
improve our margins, to (18:23) provide wider options to the clients when it comes to music curation
as (18:28) well as music creation. So currently we are using Al to create music for us.

We've (18:33) already started sampling this music where the music is completely created by (18:38) Al
with no manual interference. We have the rights to monetize it, which (18:43) means we don't need to
pay any royalty to anyone. We are using premium (18:49) tools which are available, which are being
developed right now.



And in (18:53) fact, interestingly, we've put up some of these Al generated music samples (18:59) on our
YouTube page. Please give it a listen whenever you have the time (19:04) and share your feedback with
us. They are improving (19:09) very rapidly.

The Al tools are improving rapidly and we want to be at the forefront of (19:13) using these tools to
provide better services to our clients. (19:18) Another way we are using Al and going to use (19:22) it in
future is to curate the music based on keywords from the (19:27) clients. So essentially, if you say this is
the kind of playlist | (19:32) want, our system will throw out a playlist for you in a second and you should
be able to customize (19:37) it as per your requirements.

So it will make a lot of sense for smaller (19:42) stores, for people who do not have a larger network of
stores. (19:48) It will become much easier for them to manage the entire music curation (19:52) process.
So these are two things which we are very actively working on.

(19:57) And in coming weeks and months, you'll see a lot of these (20:02) processes across different
verticals. (20:07) The third one, which is still in progress, it is taking more time than we expected,
is (20:12) programmatic advertising. It is being done first time in India.

So there are (20:16) a lot of tech glitches which are happening, but we are working on it and we are
hoping to resolve (20:22) it in next month, month and a half. This will dramatically alter our

advertising (20:27) approach where, you know, so the advertising in the (20:32) stores in terms of audio
ads would move from being a BTL activity to (20:36) a digital activity. So the entire inventory will be
digitized.

So that is the process (20:42) that we are working on right now. We are hoping to close it in next month,
month and a half. (20:50) Another thing that we are working on right now, which (20:52) is very close to
being launched, is a premium service for, let's (21:02) say, restaurants which have requested for a higher
bitrate music.

(21:05) Typically our music is at a bitrate of 192 kbps. It's all standardized and it's all (21:11) normalized
to the extent that there are no volume fluctuations. Now, (21:16) we are creating a separate technology
and a separate database to enhance this bitrate to (21:21) 320 kbps, which would be like (21:26) HD
guality music playing out in the restaurant.

So that will open up (21:31) the new target segment for us, which is the F&B standalone fine dining
restaurants or (21:36) hotels, specifically when clubbed with Al generated music as well as Al
curated (21:41) music. So these three things will go together. (21:46) Now, the next phase of growth
as (21:51) for us has to come from deeper within the tier two and tier three cities.

(21:56) So we are augmenting our sales and business development teams to these cities and to these
areas to (22:01) target retail chains, which are perhaps not on the radar as of now. (22:06) So that is the
kind of targeting we want to do. So we are going deeper into different states.



(22:11) And lastly, in a very positive development, we've started (22:15) a corporate radio pilot for an e-
commerce company in Brazil. We already work with them (22:20) in India and Mexico. We started a pilot
in Brazil now and we're looking at other countries (22:25) as well.

So this is an interesting development as well. This is a three month pilot. (22:31) We are quite hopeful
that this will get extended.

Just to add on what Harpreet (22:38) talked about, augmenting sales and business development

teams. (22:42) We are, you know, rather than just hiring people and having some (22:47) fixed costs, we
are working with some partners who have deep engagements (22:51) with large agencies and they are
helping us seeding this medium (22:57) with larger agencies. And, you know, we are working (23:01) on a
thing to ensure that our medium (23:07) is recognized by these larger agencies and the media budget is
allocated (23:12) towards this when they start planning for next fiscal.

So it will (23:17) take some time for us to get them on board. (23:22) But since the response from the
brands is very positive, we (23:27) see that brands are asking their agencies to experiment as well. So we
are hopeful (23:31) that you will be able to see a larger growth from these agencies' business (23:36) as
well.

Till now, all the ad business is coming in directly from the brands. (23:46) So this was a kind of a short
presentation from (23:51) our end, you know, on where we are and (23:55) what we are looking ahead in
the next couple of months. (24:03) So I'll open the floor (24:06) for any questions from your end.

And | see that there are some, (24:11) you know, questions on the chat box. (24:18) Harpreet, if we can
address those one by one, that would be (24:23) helpful. So what | can do is | can, you know, Jayant has a
guestion (24:30) on, you know, is the margin same similar for all revenue brackets? (24:36) So Jayant,
primarily we expect the margin (24:40) in the in-store business would be around 35 to 40 percent.

(24:46) And when | say margin, this is a margin after all (24:50) direct costs allocated for that particular
business. (24:55) I'll stop sharing so that we can have. So (25:04) Jayant, as | said, the margin would be in
the range of (25:07) 35 to 40 percent.

And this includes after all the direct costs, the employees (25:12) pertaining to that businesses, all their
costs are factored in. (25:17) Other than indirect costs, which is the corporate head cost, the functional
heads (25:23) remuneration and the rent, just all costs are factored in. (25:27) So we expect that
advertising will have a larger (25:32) percentage margin.

As of now, it is around (25:37) 28 to 29 percent, Harpreet, if I'm correct. And it should (25:42) grow to
around 35 to 40 percent, around 35 percent, (25:47) not 40 percent, around 35 percent in the near
future. (25:52) So Harry, my only limited point over here, of course, and you know it better than anyone
else (25:57) here, just focus on based on the size of the margin (26:02) pie rather than only the revenue

pie.



That's the only thing which | wanted to add. (26:08) Fair point. No, in fact, this time, in fact, when we
are (26:12) talking of we did some restructuring of even our payroll, we have factored (26:17) in the
variable pay and margin is a good percentage (26:22) variable which will affect the variable pay.

So the teams are aware of it now. (26:27) Sure. And you don't have to answer my points.

They are just for (26:31) your thinking. I'm sure you have thought through, but they are just. No, it's
good (26:37) to address them.

Question on the digital video degrowth. (26:44) Harpreet, you want to take up? Yeah. As | mentioned
earlier during (26:49) the presentation, digital video as of now comprises of two elements.

One (26:54) is the hardware part and one is the service element of it. As we go forward,

the (26:59) service element is expected to grow to a larger pie. In (27:04) the last financial year in H1,
the revenue was slightly higher because (27:09) of a one off revenue in terms of the hardware

or (27:14) a project revenue.

And these are usually timing issues where the (27:18) hardware sales happen over a period of time. So
probably it will be taken care of in H2. (27:25) So | think this is a temporary blip.

| don't see any (27:28) fundamental change in the business in terms of digital video. (27:35) | hope that
answers the question. And on the (27:46) same store revenue growth.

So typically from a (27:50) service perspective, what we are trying to do is that bring in

other (27:55) revenue stream from the same store. So subscription is one revenue (28:00) advertisement
is another digital signage is third one. So (28:06) you know, these are the three revenue streams we are
building (28:11) on top of from the same store, same growth perspective.

(28:17) Increasing the revenue just every year on subscription may not be (28:21) the right way to look
at it, but we want to have larger pies of (28:25) revenues coming out from the same store. The question
you asked (28:36) is on the hardware to client in digital video. There are both (28:42) opportunities.

The quantum is not that big that we have to (28:47) allocate a lot of capital for this asset. Even when
we (28:51) are investing in that asset, our ROl is within 12 months. We are recovering the money from
client, that extent (29:01) it is just that it's kind of a entry point for us over there to (29:06) get the
services business from the client.

And we just kind (29:11) of soft landing for them and we invest and we recover the money within 12
months. (29:16) So there is no large capex investment for us here. (29:31) International partnership
alliances.

Yes, we are keeping (29:35) our eyes and ears open for any other opportunity which we see in

other (29:39) geographies. So that Anil and myself, we are, you know, (29:45) looking at those assets if
there is an opportunity to grow organically (29:49) inorganically as well. While domestic

business (29:54) Harpreet is focussed on domestic business to grow it.






