
Central Depository Services (India) Limited (CDSL) is one of 
the two securities depositories operating in India and the only 
listed Depository. The company offers dematerialization 
services for different types of securities. It received the 
certificate of commencement of business from the Securities 
and Exchange Board of India (SEBI) in February 1999 and 
was initially promoted by the BSE Ltd, which thereafter 
divested its stake to leading private and public sector banks. 
It facilitates holding and transacting in securities in the 
electronic form and facilitates settlement of trades executed 
on stock exchanges. These securities include equities, 
debentures, bonds, Exchange Traded Funds (ETFs), units of 
mutual funds, units of Alternate Investment Funds (AIFs), 
Certificates of deposit (CDs), commercial papers (CPs), 
Government Securities (G-Secs), Treasury Bills (TBills), etc. 
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   Need for establishment of Depositories in India 

 

Ever wondered 

what happened if 

there were no 

depositories.  

With growth in Indian capital 

market, it became difficult to 

handle the growing volume of 

paper. This caused problems like 

delay in transfers, long settlement 

period, high levels of failed trade 

and bad deliveries, high risk 

exposure etc. To remove these 

bottlenecks the Depositories Act 

was legislated in August 1996. 

Subsequently  three years later in 

1999, CDSL was established 

following the implementation of 

compulsory trading in 

dematerialized securities for all 

investors.  



Evolution of Indian Broking Industry 

To overcome the problem of paper based trading, online trading 

system established. After the screen based trading system, now 

mobile trading has also been introduced for the convenience of 

investors and traders. CDSL was listed on June 30, 2017 on the 

National Stock Exchange (NSE) through Initial Public Offer 

(IPO) and thereafter became the first and the only depository to 

get listed in Asia-Pacific region and second in the World 

SCREEN BASED 

TRADING 

(ONLINE) 
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AI 
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What does a Depository do? 

Depository is a type of institution that holds securities (Shares, 
bonds, debentures etc.) in an electronic form (in financial 
terms, it is known as dematerialized form or Demat Account). 
The work of a depository is similar to a bank. Just as a bank 
holds money on behalf of its depositors, a depository holds 
shares and other securities on behalf of its investors. However, 
unlike bank accounts, an investor cannot open his Demat 
account directly with the Depository; rather, he needs to go 
through an intermediary known as depository participants. 

Depository Participants (DPs): More popularly known as 
stockbrokers, DPs are an intermediary between the Depository 
and the investors. So an investor is a member or client of a 
Depository participant (when they open a Demat account), 
whereas a Depository participant is a member of a Depository. 
Basically, brokers offer a platform for the transaction, but 
securities are held by Depository in Demat form. 
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Revenue Sources 
Annual issuer charges:- Every issuer (Listed securities) is 
required to pay an annual fee to the depositor, which is decided 
by the market regulator, SEBI and remains the same for both 
depositories. Currently, it is levied at the rate of Rs. 11 per folio 
(ISIN position) subject to the Nominal Value of Securities 
admitted (Paid-up capital).  

Transaction Charges:- As mentioned earlier, investors' holdings 
are kept by the Depository, but the transaction is carried through 
the broker/DP. For any transaction done by an investor, the 
broker has to pay a fixed amount to CDSL for the transaction 
settlement.  

Online data charges:- The company is also engaged in KYC 
services through its subsidiary CDSL Ventures Ltd (CVL). CVL is 
the largest KYC Registration Agency (KRA) in India, with 60% of 
the market. The primary revenue in the segment includes one 
time charges for KYC creation and additional charges for data 
fetching  

 

 



IPO & corporate action charges:- The company also 

facilitates crediting of securities for initial public 

offerings and other corporate actions, such as share splits 

and consolidation, as well as payment of dividends. For 

these services, CDSL charges a fixed amount to the issuer 

company based on the number of folios.  

Other segments:- Besides the above category, the company 

also earns through account maintenance charges, E-voting 

charges, ECAS charges and other operating revenues.  

The major part of the revenue, around 34%, comes from 

Annual issuer charges, which is a kind of stable revenue 

stream. The transactional charges, which are the 2nd 

biggest contributor, is quite cyclical in nature as the income 

on this dependent on the transactional volume.  
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CDSL Subsidiaries 
O CDSL Ventures Limited (CVL) : CVL is registered with 

Securities Exchange Board of India, UIDAI and Goods 
and Services Tax Network. It is the first KYC 
registration agency registered with SEBI as a 
Registrar and transfer agent to provide various 
services to corporates. CVL is registered as GST 
Suvidha Provider with GSTN. 

O CDSL Insurance Repository Limited (CIRL) : CIRL is 
regulated by insurance Regulatory and Development 
Authority of India and is in the business of enabling 
policy holders to hold life policies, motor policies, 
health policies and all other types of general (non-
life) policies. The subsidiaries has arrangements with 
several life insurance companies, health insurance 
companies and general insurance companies for  
holding policies in electronic form. The arrangement 
enables policy holders to hold, centrally manage the 
e-insurance account and monitor insurance policies 
with ease. 

 

 

 



O CDSL Commodity Repository Limited (CCRL) : 
CCRL is regulated by the Warehousing 
Development and Regulatory Authority(WDRA) 
and is in the business of holding and 
transacting in electronic negotiable warehouse 
receipts (eNWR). The arrangement enables 
farmers, Farmer Producer Organizations (FPOs), 
etc. to hold commodities in eNWR form as 
against holding it in the form of a physical 
storage receipts. This also allows Banks/ Non-
Banking Financial Institutions (NBFs) to pledge, 
depledge or invoke eNWRs and control the 
eNWRs more effectively, cut down their risk of 
funding against duplicate/fake warehouse 
receipts and thereby realize their income at a 
lesser risk due to clearer title on the eWNRs. 



Peer Comparison 

CDSL vs. NSDL 

 

2020 



Reasons for increasing market share of 
CDSL 
O CDSL has a centralized server model that requires no 

upfront investment vs setting up on-premise servers to 
connect to NSDL. 

O CDSL focuses on retail DPs, particularly discounted 
brokers 

O Deposit requirement for CDSL is 50 lakhs, half of 
NSDL’s requirement of Rs 1 crore. 

O The minimum net requirement for starting a DP 
account with CDSL is Rs. 2 crores vs Rs 3 crores for 
NSDL. The cost of setting up a  

O DP account with CDSL  is more attractive than that 
with NSDL. 

O CDSL offers a tariff based on slab system vs Fixed rate 
structure for NSDL. 



 Competitive Advantages 
O Operates in a duopoly market:- Depository business in India 

operates under a duopoly structure with 2 leading players 
NSDL and CDSL. CDSL enjoys a market-leading position 
with a 58% market share. Additionally, the business 
operates in a highly regulated environment with a strong 
entry barrier coupled with decent growth prospects.  

O License Cost :- As per the regulations of SEBI, a company 
needs to have net worth of 100 crores to obtain a license to 
open depository. This acts as an entry barrier for a new 
company to enter the market. 

O Network effect:- Another great moat that discourages new 
players to enter the industry is the Network effect. The 
company has 589 registered DPs across India and 289.34 
lakhs investor account as of Q3 2021. Due to the higher 
switching charges, DPs prefer to stay with the Depository 
for a long period, and this offers a stable revenue stream 
for the depository company and makes it difficult for a new 
entrant to compete with the existing players.  

 

 



O Diversified Revenue stream:- CDSL, along with its 
subsidiaries, offers a variety of services to several 
financial players such as mutual fund houses, 
securities market, insurance companies. This helps 
the company earn from multiple sources and remain 
less vulnerable to market cycles.  

O Asset Light business model:- The company has an 
asset-light business model with minimal fixed cost 
requirement. Due to this, CDSL enjoys a significant 
degree of operating leverage and an excellent 
operating margin. Thus any rise in income will directly 
expand the net profit and ROE.  

O Exit Barriers :- Though SEBI has removed the 
regulation of entry barriers, any new depository is 
allowed to be opened on fulfilling the necessary 
requirements. But no new depository enter because of 
exit barriers involved. 
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Increasing Retail Participation 

The active participation of retail investors was 

demonstrated with the increase in the turnover of 

shares traded in BSE rising from 5.21 lakh crores in 

FY 2014 to 6.61 lakh crores in FY 2020 at CAGR of 

4.05%, while trading on NSE increased from 28.08 

lakh crores in FY 2014 to 89.99 lakh crores in FY 

2020 at CAGR of 21.42%. 

Moreover the share of client participation in capital 

market at NSE has risen to 45% in year 2021 as 

compared to 33% in 2016. This acts as a structual 

growth in Indian capital markets. 



Why we like CDSL share 

Steady growth & Room for growth: - The company's total 
active BO (Beneficial Owner) accounts have grown at a 
CAGR of 19% from 1.08 crore in FY 2015-16 to 2.12 crore 
in FY 2019-20. Though the industry has grown 
tremendously in the last few years, the Indian capital 
market is still highly underpenetrated in terms of equity 
participation, and there is significant room for growth. 

Business execution:- Despite being a late entrant in the 
depository market, CDSL has outgrown its competitor 
NSDL with its unique business strategy. CDSL focuses on 
retail DPs, particularly discounted brokers, and with its 
relatively low fee structure and relaxed registration 
requirements, it has become India's largest Depository in 
terms of DP accounts.  

 



Risks involved 

O Cyclical revenue streams:- Transactional charges and IPO 

charges which together contribute 29% to the revenue, are 

market-linked in nature. These income are dependent on 

stock market performance, and the downfall in market level 

may bring volatility in the total revenue.  

O Regulatory hurdles:- The charges for some of the services 

like annual issuer charges are controlled by SEBI, and thus 

the company does not enjoy any pricing power on the same. 

The e-KYC segment is also exposed to the risk of changes 

in government policies.  

O Competition from NSDL:-  CDSL needs to maintain its 

current market share. It can even expand the market share 

further. It can attract more depositary participants and 

should keep an eye on the competitor  i.e. NSDL. 

 





     Financial statements 





Balance sheet analysis  

Though the return ratios of the company are volatile in comparison 

to the other NBFC, it appears to be quite high. The hefty cash and 

investments in the books have weighed down the return ratios, but 

due to regulatory requirements, CDSL is required to carry these 

liquid assets.  

The Company is almost debt free and has good cash reserves.  

 

 







Profit & Loss analysis  



CDSL has been consistently growing both in terms of 

revenue and profit. The revenue has grown at 

a CAGR of 22% and 23% in the last 3 and 5 Years 

period. The company requires low incremental 

Capital expense and low Operating expense, thus the 

bottom line grew at a higher rate on the back of 

increasing operating leverage. 
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       Cash Flow Statement  





       KEY RATIO ANALYSIS  

O Profitability ratios: Profit margin (PAT margin) of the 
company shows how well a company controls its cost. It is 
one of the important indicators to show the financial 
health of the company. Net profit of the company is 
Rs 200 Cr and the compounded growth of profit in the 
past 3 years is 25 %.  

O EPS growth: Investors should ensure the EPS figure is 
growing faster than revenue numbers because it indicates 
company management is increasing the efficiency with 
which it runs the company. In Central Dep. Service , the 
EPS is Rs. 19.17 which is growing at a good rate. 

O Return on capital employed: The Company has 
a healthy ROE track record. The ROCE of CDSL is at 32 % 
for the latest year. 

O Return on Equity (ROE): The Company has a healthy ROE 
track record. The ROE of CDSL is at 25 % for the latest 
year. 



O P/E Ratio: Relative valuation metrics like the P/E 

ratio can be used to see if the stock of Central Dep. 

Service is worth at the current levels at 

Rs 1,498.80. The stock is trading at a current P/E 

ratio of 61.4 

O Debtor days Debtor days have improved from 35.03 

to 25.21 days. 

O Dividend payout Company has been maintaining a 

healthy dividend payout of 42.69% 

O Cash Conversion Cycle The company’s cash 

conversion cycle has reduced from 44 days to 25 

days which is a good sign. 



Conclusion 
O The equity investment in India has a very low penetration of 

2-3%, whereas, in developed nations such as the USA, the 
ratio stands at 45%. With the growing financial literacy and 
the relative outperformance of Equity instruments over other 
asset classes, the share of equity investments as 
proportions to total household savings & investments is 
expected to rise. 

O One more growth trigger for the company is the recent MCA 
guidelines which makes it compulsory for the unlisted 
companies to dematerialize their shares before any transfer 
or corporate action. Out of 80,000 unlisted companies, 
around 11,000 have been admitted for dematerialization till 
now. The company's duopoly business structure, repeat 
business in several offerings, and robust financials makes it 
a no brainer stock. However, regulatory factors and 
competition from the equally strong player, NSDL, may create 
a risk to the company's future growth. 

 Therefore we recommend to buy CDSL share now and hold for long term 


