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EXECUTIVE  SUMMARY 
 

 

This major research project is made out with the learnings and understanding that I made 

through the MBA. As, I have done my major in finance, so most of this project is covering the 

finance part. In this project, I tried my best to cover all the topics on which a company should 

work while bring its IPO. Launching an IPO is a remarkable step in the journey of a company. 

When a company going through an IPO, it becomes more recognizable and get better deal from 

the potential clients through the press release and financial media coverage. As the companies 

have the obligation to publicly disclose information, listed entities are more transparent than 

private ones. 

 

 

One of the unconventional facts about Zerodha that intrigues people is that it managed to join 

the "Unicorn" club while being bootstrapped and receiving no outside money from investors. 

Based on its $1 billion self-assessed worth, Zerodha joined the club of unicorns. Zerodha has 

the highest market share in the broking industry. It has left behind the well-established players in 

this industry. So, with the help of this project, I tried to understand the business model of 

Zerodha and its competitors. I also learned about key risks associated with this business. After 

that, I will be taking data from the prowessIQ software and will do relative valuation with the 

peer. In this , we will also try to reach out the possible price at which they should do book 

building exercise. Once the company gets listed, the shareholding pattern of current investors 

gets decreased down , so the new shareholding pattern needs to be get calculated.  
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1.Introduction 
 

 

1.1 Overview 
 

 

A vital part of the nation's financial sector is the Indian broking industry. It describes the system 

of businesses and people that serve as middlemen between buyers and sellers of securities 

including stocks, bonds, and commodities. These brokers offer a variety of services, including as 

trading, portfolio management, and research and analysis. With the introduction of new technology 

and business models like online trading platforms, mobile trading apps, and robo- advisors, the 

sector is also going through a considerable transition. Major players in this industry are Zerodha 

Broking, Upstox, Groww, Angel One, Sharekhan, etc. A privately held firm can become a publicly 

traded company by first issuing its shares to the general public through a procedure known as an 

initial public offering (IPO). Drafting an IPO prospectus and filling it with SEBI is a first step in 

IPO listing. Zerodha is an unlisted company. So, preparing an IPO prospectus for Zerodha is a 

challenging task. 

 

 
 

1.2 Objective of the Study 
 

 

The objective behind to carry out this research was to cover the following aspects: 

 
 

 To study and understand the business model of Zerodha. Zerodha is a major player in 

broking industry. It is a bootstrap startup which has left its competitor behind rapidly. So, 

with the help of technology, this company has changed the entire structure of the industry. 

 To identify the risks associated with that kind of business. So, that, in future if any new 

player emerges in this industry, how it will change the course of business. 

 When any company brings its IPO, the most challenging question in front of them is how 

much the promotors dilute their stake via IPO. 

 To analyze the financial statements and reach to a particular price where the investors are 

ready to do fixed price offer or book building price offer. 
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 While drafting this IPO prospectus, the objectives which needs to be fulfilled from 

company’s point of view are following: 

The offer's goals are to: 

1. Realise the advantages of being listed on stock exchanges. 

2. The listed companies get a benefit to strengthen their company's reputation and give current 

shareholders access to liquidity. 

3. According to our company, the planned listing will provide Indian equity shares access to a 

public market. 

 

 
1.3 Know about IPO  

 

 

A firm that participates in an IPO is moving forward significantly since it provides the opportunity 

for considerable cash raising. As a result, the company's potential for expansion and growth is 

increased. In addition to it, the transparency and trustworthiness of the share leads to get better 

terms when a company opts the path to borrow money. The following implications of an IPO are 

listed since it is a significant turning point in a company's history: 

 
 It can be a method to arrange finance if it is for specified end use.

 It offers a new ownership opportunity for institutions, high net worth investors and retail 

investors to board the company’s success story.

 It may be a liquidity event since it provides an exit path for the company's present and 

potential investors.

 It help the company to realize its market value which gets calculated by the product of no 

of its issued shares by the current market price.

 The firm's market capitalization can operate as both an enabler and a disincentive to future 

fund raising via the issuing of more shares in the company.



5 
 

1.4 Important Stages in an IPO 
 

 

1. IPO Blueprint Stage - The company decides to list, creates an internal team to oversee 

the IPO, establishes Lead Manager With the help of the Lead Manager, Auditors, Legal 

Advisors, and important Board Members, discussions are undertaken to evaluate the 

readiness for the IPO. The Issue Blueprint is also discussed. Time frames are established 

and action plans and activity charts are created. The measures necessary to accomplish 

the plan of action include determining the necessary statutory requirements, important 

approvals, and compliances. 

 
2. Pre – Issue Stage- The company has a choice to opt out between fixed pricing or a book- 

built offer. Issue Determined are the pricing benchmark, tool, and structure. Issue The 

Lead Manager finalises the budget and marketing strategy after consulting with the Issuer. 

The appointment of other organisations, including an underwriting syndicate, bankers, 

legal counsel, registrars, a public relations firm, etc., is finished. Pre-issue due diligence 

has been carried out, and DRHP has been created, authorised, and submitted to SEBI. 

 

 

3. Post-issue Process - The director of that stock exchange, along with the post-issue LM and 

the registrar, are responsible for determining the basis of allocation in a fair and appropriate 

way. According to the stipulated method and on a proportionate basis based on the 

oversubscription obtained for the issue, the basis of allotment is determined. 
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2. Literature Overview 
 

 
 

2.1 Introduction of Zerodha 
 

 

The company's name, Zerodha, is an aim of their business. It is a mix of two words: zero and rodha 

(which means barrier), i.e. breaking down all cost, support, and technical obstacles that traders and 

investors confront in India. Overall, Zerodha is an online discount brokerage firm that attempts to 

reduce expenses for its clients, which is critical in determining the long-term profitability of traders 

trading in the country's. Today, Zerodha's revolutionary pricing strategies and in-house 

technologies have propelled them to the top spot in terms of active retail clients in India. 

Furthermore, they conduct a project to assist retail traders and investors. 

 

Products- 

❖ Kite- Flagship trading platform featuring streaming market data, powerful charting, an 

appealing user interface, and more. It is the greatest trading platform in India for active 

traders. Zerodha Kite online and mobile apps are available for both Android and iOS.  

❖  Console- The Zerodha account's main dashboard. In-depth analyses and visualisations 

provide insights on trades and investments. It generates sophisticated cloud-based market 

notifications for stocks, futures, and options, among other things, for free. 

❖ Coin- Enjoy the investment experience on Android and iOS client devices.It is India's first 

direct investing mutual fund product offered by a stock broker, with the potential to save up 

to 28 lacs over a 25-year period. 

 
❖ Varsity mobile- A comprehensive, easily understood compilation of stock market 

teachings with examples. To facilitate learning while on the go, the content is divided into 

manageable cards. 
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2.2 Business Model: - 

Zerodha's business plan is based on a 'low margin and high-volume approach.' Because Zerodha 

costs extremely little for transactions, often high. This chargecollection of lesser sums from a greater 

number of clients generatesa substantial amountof money for it. Another aspect that contributes to 

the company's strong profit ratios is its operating costs.  

 
 

Revenue and Profit 
 

Over the previous three fiscal years, the company's profits also climbed. Additionally, the 

company's active users increased by about two times   annually.  Along with a rise in operational 

income, Zerodha's overall costs also rose. In FY20, it was worth Rs. 517.70 crore, and in FY21, it 

was worth Rs. 1260.20 crore. 

 

Revenue Breakdown 

 
According to NSE statistics released on February 14, 2022, Zerodha's client base started off with 

16 lakh customers overall before growing to 33.91 lakhs. The business claims of being a unicorn in 

June 2020 without ever seeking investment from any parties, depending only on self-funding. 

Additionally, Zerodha is credited for purchasing ESOPs for approximately 4X its book value, which 

occurred just around the time the stockbroking business considered itself to be a unicorn.As of 

November 2021, the firm is presently valued at over $2 billion.
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Fig -2.1 (source https://startuptalky.com/zerodha-trading-services/ )

 

Peers 

Zerodha Broking operates in a market with many players and heavy competition. Zerodha 16% 

followed by ICICI Securities and RKSV Securities. The chart below shows market share of players 

based on active clients on NSE as at the end of Q1FY22. 

Peers of Zerodha are:- 
 

❖ ICICI 

❖ UPSTOX 

❖ Angel 

❖ Kotak
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Fig – 2.2 ( source https://tradebrains.in/) 

Industry overview 
 

 

 

Global Economy 

According to World economic outlook (International Monetary Fund) 2022, “due to the 

widespread Covid-19 epidemic in CY2020, the worldwide economy shrank by 3.1%. However, it 

is anticipated to expand by 5.9% in CY2021 before slowing to a growth rate of 4.9% in CY2022, 

thanks to a campaign for vaccinations and the restart of economic activity when pandemic-related 

restrictions are lifted globally. Though the effects vary by country, the fundamental effect of the 

2020 negative growth rate has led to better growth in 2021.Nevertheless, the effects vary across 

the board in 2021”. 
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Fig – 2.3 ( source https://www.imf.org/) 

 

 
2.3 Types of brokerages in India 

Lean and adaptive forms of technology-driven brokerage supersede traditional 

models 

Despite being a relatively new concept in our country, flat fee-based brokerages have swiftly risen 

to the top of the market owing to the services they provide to traders and investors who utilise both 

mobile applications and terminals. Retail investor participation is rising, which is causing trade 

turnover to rise in the industry. This is made possible by the ease of doing business and the 

lightning-fast registration and account creation procedures shared by both types of brokers. As the 

usefulness of technology increases, customers are offered an increasing number of options for 

information acquisition and active decision-making based on information that is readily available. 

The systems have become faster and more reliable while also changing continually. Their outdated 

IT architecture has given way to modern agile, adaptable,andleanarchitectures.

http://www.imf.org/)
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Brokerages' ability to scale is improved by digital trading platforms 

As the domestic brokerage market develops, different brokers set themselves apart from one 

another by providing better services to their clients, including reduced fees, less maintenance costs, 

quicker account opening turnaround times, greater security features, quicker access to systems, 

etc. Additionally, the advancement of technology has aided their rapid penetration of their target 

market. They can scale it easily, which lowers their operational expenses per client and boosts 

profitability. Live TV, sophisticated research reports, push alerts, increased price discovery 

settings, and other features that complement mobile-based trading improve the user experience for 

their clients and increase customer retention. Due to the scalability of the infrastructure created by 

contemporary platforms, brokers have significantly reduced the variable operational cost per client. 

The same systems that serve repeat customers may expand to accommodate several additional 

users. This enables companies to set cheaper prices for their products and, in many circumstances, 

impose fixed transaction-based costs or perhaps impose no fees at all for transactions involving 

deliveries. 

 
Discount brokers have profited substantially in terms of continued customer growth, especially 

over the past year. Market share for Zerodha increased from 13% in January 2017 to 19% in 

January 2018. Similar to this, in just a year, RKSV Sec (Upstox) had a substantial increase in market 

share, moving from 5% to 11.3%. Discount brokers have undoubtedly profited from this market's 

early mover advantage. We also believe that firms have attracted more clients, particularly those 

from the New to Market, thanks to digitization, user-friendly software and interfaces, and a 

service-oriented culture. Numerous traditional brokerages, like Sharekhan, Kotak Sec, and others, 

were inspired by this to create their own discount schemes. 

 
 

According to Similarweb statistics on monthly visitors, chittorgarh.com would be the leading 

competitor of zerodha.com in August 2022 with 2.7M visits. Groww.in is the second-most similar 

website to zerodha.com with 19.2M visitors in August 2022, and nseindia.com completes the top 

3 with 17.4M. 
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Mobile and internet penetration In India, the change from a cash-dominated to a digital 

economy has been made possible by increased cellphone penetration, better connection, quicker 

and less expensive internet speeds, reinforced by Aadhaar and bank account penetration. 

According to CRISIL Research, 76% of the country's population would have access to the internet 

by FY 2025, when there will be more than 1000 million active internet users. 

 

Fig – 2.4 (source https://niti.gov.in/) 
 
 

In the upcoming years, CRISIL Research anticipates a significant growth in the percentage of 

mobile banking and prepaid instruments. Additionally, it is anticipated that better broadband 

connectivity, low levels of adoption of digital payments, and aggressive government actions would 

accelerate the country's digitalization and move it closer to a cashless economy. People will feel 

more at ease handling their money digitally and engaging in mobile trade as a result.India's 

development narration is still exciting. Even Nevertheless, there are dangers associated with the 

anticipated economic expansion. Political unrest, a steep rise in interest rates, slower-than-

anticipated private investment, an inability to control the budget deficit, geopolitical turmoil, a 

major increase in crude oil prices, 

 

Market segment insights 

Based on NSE active clients, full-servicebrokers held largest market share (58%) of the total  sector 

in FY 2020. The income earned by full-service brokers grew as a result transition from anoffline an 

bricks mortar mode. Full-service brokers have been 

https://niti.gov.in/
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Number of issues through primary market equities 
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2.4 Offer Structure 

         In this IPO, 214 million equity shares will be offered out of which 100 million equity shares will be 

as a fresh issue and 114 million equity shares will be an offer for sale.  The Offer will       constitute [●] 

% of the post-Offer paid-upEquity Share capital ofour Company. Through the Book Building 

Process,theOfferisbeingraised. 
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Fig – 2.6 
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2.5 Financial Statements 
 

 

Balance Sheet 
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Profit and Loss Statement 
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Cash Flow Statements 
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 3.Research Methodology 
 

 

 

3.1 Research Methodology 

We have used secondary research in this. It is a method of study that involves compiling preexisting 

information from multiple sources. Sources can be both internal as well as an external. Secondary research 

can be performed on the secondary data already published on websites, statistical reports and by survey 

results. By using procedures like surveys, phone interviews, observation, in-person interviews, and 

others, the information is frequently gathered for no cost or at a moderate cost. Obtaining, examining, 

analysing, and incorporating secondary data helps researchers affirm their research objectives for 

the study period. 

 
 

3.2 Research Design 

Descriptive research was chosen as the analytical approach since the aim of this study was to fully 

comprehend the patterns and financial statements of the Zerodha organisation for the specified 

financial years. The goal of this kind of definitive research study is to describe the traits of a certain 

person or group. It involves doing study on certain theories, character characteristics, or societal 

roles, etc. The approach for descriptive research must be well thought out in order to get accurate 

and extensive data for the study. The researcher must clearly define the outcomes they wish to assess. 

What is it that he wants to assess? He must describe the population under investigation in great 

detail. 

 
 

3.3 Data Collection 

The 'ProwessIQ' is where the information is gathered. The information on many fields was gathered 

from this website. ProwessIQ offers graphing tools and professionally written reports on business 

performance. The reports include financial data, including benchmark comparisons and analytical 

ratios. This aids in forming our decisions. 
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4. Data Analysis 
 

 

Financial Ratios 
 

Profitability Ratios Table 
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Earning per Share Table 
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BASIS FOR OFFER PRICE 

The company tries to determine the offer price in consultation with the investors who are 

offloading their stake via IPO and on the. The investor may lose all or part of their investment and 

could see the fall in the stock price due to factors mentioned in the Key Risks associated with the 

company. 

 

Qualitative Factors 

There are certain qualitative factors which affect the stock price along with financial data.  
 

• Among the biggest retail brokerage firms with a solid brand equity. 
 

• Company tries to h a v e g o o d client satisfaction record with the execution of advanced 

technology and digitalization in their apps and website 

• A sizable customer base thanks to our online and digital platform and their network of authorised 

people. 
 

• They have remarkable presence in cash and commodity segment 

• They have robust financial track record and outperforming their own quarterly and yearly financial 

results. 
 

• Solid execution and a proven and seasoned management team 



 

Quantitative Factors 
 

Relative Valuation with Peers 
 

 

 

 

 

 

 
 
 

Table 4.3 

(Own analysis) 

 

 

Ratio’s quartile range table 
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Note:-There is no preferred dividend in our company. 

EBITDA is calculated from Balance sheet= PAT + TAX + Depreciation 

=1122.31+347.11+16.65 

EBITDA = 1486.07 

Enterprise value = EBITDA (last year of Zerodha)*Median of EV/EBITDA Ratio 

Enterprise value= 1486.07*9.335=13872.463 cr 

 

 
 
 

Share Capital = Face Value * Number of Share 

Number of Shares = Share Capital / Face Value 

Number of Shares = 100 cr/ 10 

Number of Shares = 10 crore 

 

 
Price Range Table 
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Shares Allocation:- 
 

Share Allocation Table 
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Shareholding pattern after IPO 
 

Shareholding table 
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5. CONCLUSION 
 

 

A company has a mean to raise equity funding from the general public through the route of an 

IPO. Private investors can realize their gains from their initial investment by offering their 

shares on the premium. One of the main motivations for a firm to go public is to generate 

operating capital for projects like diversifying its existing line of business into other industries 

or increasing its clientele by constructing physical stores in underserved regions. The money 

might also be used by the business to do research and create new items. A financially solid 

business may decide to launch an IPO rather than submit a loan request to a bank. Before 

disbursing a loan, banks often carefully review the firm balance sheets, however the loan might 

have a high interest rate. Therefore, the IPO method is advantageous for businesses wishing to 

raise substantial quantities of money. The corporate board or the promoters, however, can 

effectively grow the firm and reward the shareholders if they carefully employ the capital 

acquired during the IPO process. 

 
Through this IPO drafting, I calculated the financial ratios of Zerodha. I have adopted the 

method of relative valuation approach to reach a price point where investors can be ready to 

participate in built in offer. The price band for the IPO should be under 20% price limit. The 

price band according to calculation should be from 1291 to 1549. We have also calculated the 

shareholding patterns after the company gets listed. 
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