
© DalalBytes Educational purposes only, not financial advice. 1

CDSL: Five-Pillar Analysis
DalalBytes Research | October 8, 2026 | NSE: CDSL, BSE: 541996

Companion to the CDSL investment report (75/100, Positive). This piece grades the business against the five-pillar engine: Sunrise,
Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 1,258 (NSE close, October 8, 2026). Five pass, zero partial.

Grades at a glance

Pillar Grade

Sunrise (retail financialization) PASS

Leadership PASS

Moat (regulated duopoly) PASS

Iron Fortress (balance sheet) PASS

Free Cash Flow PASS

Overall fit verdict: five pass, zero partial. CDSL clears the five-pillar compounder bar cleanly: a regulated

toll road on India's retail financialization, run by a regulator-turned-operator, with a fortress balance sheet

and real cash generation, whose moat is legal and whose main risk is the regulator's pen. Full investment

report score: 75/100, Positive.
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Pillar 1: Sunrise, PASS

GRADE: PASS

The tailwind is the financialization of Indian savings, and it is structural, not cyclical. Under 10 percent of

India's population participates in the securities market (Nehal Vora, Q4 FY26), demat accounts keep

compounding (CDSL crossed 18 crore in FY26, the first depository to do so), and SEBI keeps widening

the demat mandate. Three company-specific gusts strengthen the read:

First, CDSL takes about 80 percent of incremental industry accounts: the sunrise is landing

disproportionately on this depository, not just on the industry. Second, the regulatory direction is one-way:

demat for transfers of listed securities, insurance dematerialization as a decade-long project, commodity

e-receipts under WDRA. Third, the account base is the installed base for everything else: e-voting, e-CAS,

KYC records, insurance e-accounts, each a revenue line that grows with accounts, not with market levels.

The partial-risk to note: sunrise does not repeal cyclicality. Transaction income was flat for five quarters

through Q1 FY27 even as accounts grew, because the sunrise compounds accounts while the cycle

moves volumes. But the pillar tests the industry, not the company, and the industry passes with unusual

clarity: the penetration number is low, the regulatory wind is at the back, and the installed base

compounds.
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Pillar 2: Leadership, PASS

GRADE: PASS

Nehal Naleen Vora has run CDSL since September 2019 and is reappointed through September 2029 with

SEBI approval. He spent a decade at SEBI before joining, sits on SEBI committees and an IFSCA expert

committee, and under his tenure demat accounts roughly tripled, CVL crossed 10 crore KYC records, and

the company won 30+ awards including CSD of the Year 2025. The MII framework puts a Public Interest

Director in the chairman's seat (Balkrishna Vinayak Chaubal), and the auditor is S R Batliboi (EY).

The deduction, honestly stated: the November 2022 LockBit ransomware attack was a leadership failure,

and SEBI's July 2026 Rs 1 crore penalty says so in writing. An internet-facing server excluded from VAPT,

unauthorized access from November 2021, settlement halted about 46 hours: that is the kind of lapse a

market-infrastructure CEO owns. The company absorbed it, stated no material financial impact, and is now

spending structurally more on IT (up 37.6 percent YoY). The CTO changed in September 2026. One

owned failure in seven years of compounding, with the fix visible in the P&L;: PASS, with the cyber record

as the monitored metric.
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Pillar 3: Moat, PASS

GRADE: PASS

The moat is legal before it is economic: India has exactly two depositories, and the MII framework makes a

third license functionally unthinkable. Inside that duopoly, CDSL holds the retail network: 18.59 crore

accounts, 80 percent of new account flow, 49,684 issuers, and 1,33,364 active ISINs. Issuers, depository

participants, RTAs, and KRAs all integrate to CDSL's rails; switching a depository relationship is

operationally expensive for every one of them. CVL adds a second regulated network: 10.6 crore+ KYC

records as the first and largest KRA.

The competitive reality check: NSDL holds 87 percent of custody value and is now listed and pushing retail

(best-ever 59 lakh additions in FY26). But custody value is the wrong scoreboard for CDSL: the retail

annuity compounds on account counts, where CDSL leads 4-to-1, with 65 percent recurring revenue

(IPO-time comparison) against NSDL's 42 percent. SEBI can reprice tariffs (it did, October 2024) but

cannot legislate away the network. The moat has a regulator-shaped edge case, which is priced into the

multiple, not a hole in the wall. PASS.
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Pillar 4: Iron Fortress, PASS

GRADE: PASS

The cleanest pillar in the set. Zero debt, nil interest expense in every reported year, Rs 1,487 crore of cash

and investments on the March 2026 balance sheet. The fortress survived its siege: through the November

2022 ransomware attack and the 46-hour settlement halt, the company never raised emergency capital,

never drew debt, and kept paying the dividend. The dividend is now Rs 12.75 a share at a ~58 percent

payout: the fortress returns its surplus rather than hoarding it.

The structure reinforces the pillar: a Market Infrastructure Institution cannot lever up for vanity acquisitions

the way an operating company can, and SEBI's net-worth and supervision requirements keep the balance

sheet honest. Receivables are tiny, capex is light outside build years, and the float is 85 percent with 15.23

lakh shareholders. PASS, no real deduction.
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Pillar 5: Free Cash Flow, PASS

GRADE: PASS

A depository is a software-and-trust business with near-zero marginal cost per account, so free cash flow

tracks operating cash flow closely: Rs 258 cr (FY22), Rs 44 cr (FY23, the capex year), Rs 313 cr (FY24),

Rs 388 cr (FY25), Rs 346 cr (FY26). FCF-positive in every year, with operating cash flow consistently

exceeding operating profit. The FY23 dip was a build year (Rs 174 cr of capital work in progress), not a

burn year.

The watch item, stated plainly: FY26 FCF (Rs 346 cr) trailed the FY25 peak (Rs 388 cr) because the tariff

reset and KRA pricing compression hit operating leverage while IT investment rose. That is a margin story,

not a cash-conversion story: the cash still converts, the payout still grows. Q1 FY27's growth turn (total

income up 15.4 percent) is the path back to FCF growth. PASS, with FCF growth resumption as the

monitored metric.
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Summary
• Pillar 1. Sunrise: PASS, retail financialization with under 10 percent penetration; 80 percent of new

accounts land here

• Pillar 2. Leadership: PASS, ex-SEBI MD with a compounding record; the 2022 cyber lapse and

2026 fine are the owned deduction

• Pillar 3. Moat: PASS, regulated duopoly plus the retail network; SEBI can reprice tariffs but not the

network

• Pillar 4. Iron Fortress: PASS, zero debt, Rs 1,487 cr cash and investments, 58 percent payout;

survived the 2022 halt untouched

• Pillar 5. Free Cash Flow: PASS, FCF-positive every year, cash converts; FY26 dip was margin, not

conversion

Five of five pass. The engine's read: a regulated toll road on India's retail financialization, run by a

regulator-turned-operator, with a fortress balance sheet and real cash generation, whose moat is legal and

whose main risk is the regulator's pen. That matches the investment report's 75/100 Positive: back the

annuity compounding, monitor SEBI.

What changes the grade: Moat downgrades to partial if NSDL sustains retail account-share gains over

several quarters or if a tariff reset cuts deeper than the 2024 one. Leadership downgrades on any repeat

cyber event. Iron Fortress or FCF downgrades if the payout is cut to fund a large acquisition or if cash

conversion breaks. Sunrise is the least likely to move: the penetration number has a decade of runway.
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Sources
• Company filings and disclosures (NSE archives): Q1 FY26-Q1 FY27 results and investor

presentations, FY26 results (May 2, 2026), SEBI penalty disclosure (Jul 20, 2026), CTO change filing

(Sep 22, 2026)

• Screener.in financials and market data (Oct 8, 2026); Univest, 5paisa, Finnhub (KPIs and multiples,

2026)

• JM Financial (Nov 2025, Feb 2026) and HDFC Securities (Sep 2026) research notes

• Trade Brains (FY24 revenue split); BusinessLine (May 2026 results; Jan 2026 CVL milestone);

Outlook Money (Jun 2026 custody); NSDL RHP coverage (Aug 2025)

• Full source list in the companion investment report.


