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Companion to the Systematix Corporate Services investment report (54/100, Neutral). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 75.61 (NSE close, October 23, 2026). Two pass, two partial, one fail.

Grades at a glance

Sunrise (capital markets demand) PASS
Leadership PARTIAL
Moat PARTIAL
Iron Fortress (balance sheet) PASS
Free Cash Flow FAIL

Overall fit verdict: two pass, two partial, one fail. Systematix is a fortress balance sheet and a real
merchant banking licence wrapped around a cost base that currently eats the franchise earnings and its
cash, which is why the investment case rests on proof of repair rather than on the record market outside.
Full investment report score: 54/100, Neutral.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The demand facts are as strong as this pillar ever gets. India raised a record Rs 1.8 lakh cr through IPOs
in FY26, with 219 listings, and a further Rs 2.4 lakh cr through preferential allotments, QIPs and rights
issues. Public equity fundraising in H1 FY27 rose 75% year on year to Rs 2.43 lakh cr. The pipeline behind
it holds 145 SEBI-approved companies seeking about Rs 2.78 lakh cr, with 102 more awaiting approval for
Rs 1.87 lakh cr. India ranked first in the world for IPO count in FY26 and third for funds raised, per SEBI's
annual report.

The wealth side compounds the same way. Household savings continue to financialise, HNI and family
office wealth is formalising, and every point of that shift enlarges the fee pools Systematix fishes in:
merchant banking, institutional broking, PMS, AlFs and private wealth. Total Indian investment banking
fees hit a record $1.1 bn even as equity underwriting fees dipped 9%, because advisory and other routes
filled the gap.

The cautions belong to other pillars, and they are noted there so this grade stays honest: QIP fundraising
fell 47% in FY26, SME issuance shrank about 25% in value, and league table share is consolidating
toward the largest houses. Those are capture problems (Leadership, Moat), not demand problems. The
sunrise itself, the secular growth of the market this company serves, passes without argument. PASS.

© DalalBytes Educational purposes only, not financial advice.



Pillar 2: Leadership, PARTIAL
GRADE: PARTIAL

Credit first. This house has survived 41 years, kept a Category | licence, and navigated three market
crises. The FY25 preferential raise of Rs 103 cr was executed before the earnings fell, which is either
foresight or luck, and either way it funded the group through the current loss-making phase without debt.
Capital was deployed on schedule: Rs 25 cr into the broking arm in H1 FY26, Rs 35 cr more in April 2026,
Rs 10 cr into wealth in September 2026. Promoters hold 70.58%, diluted by primary issuance rather than
by selling, with pledging nil. A senior private wealth leader was hired from Axis Bank rather than promoted
beyond his record.

The deductions are heavy. Leadership raised equity at peak earnings (PAT of Rs 53 cr and Rs 46 cr) and
delivered Rs 14 cr and then two loss-making quarters with the money. The wealth build it funded was
loss-making within a year, per ICRA, and the response so far is more capital, not a published breakeven
date. The company does not guide in numbers, so shareholders grade the profit and loss account after the
fact. An ESOP scheme covering about 5% of the share count was layered on top of the preferential
dilution. And the file carries ICRA's documented record of the promoter's June 2022 arrest and February
2023 bail, with a rating downgrade to BB+ that took two years to reverse. Competent capital raising, weak
profit delivery, and a governance history that raises the bar: PARTIAL.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

What Systematix has is tenure with paperwork. A SEBI Category | merchant banking licence held for
decades is a real barrier: it cannot be bought off a shelf, and mid-market issuers in western and central
India have banked with this house for a generation. The institutional research franchise, distributed on
Bloomberg and LSEG, holds relationships with Flls, insurers and bank treasuries that took 30 years to
build. In rights issues and preferential allotments, the two fastest-growing FY26 fundraising routes, a
founder-led house that can commit in days has a genuine speed edge over top-tier committees.

What it does not have is pricing power or lock-in, the tests that separate a moat from a position. Issuers
auction mandates. Institutions split broking wallets on a phone call and pay for research they can source
from a dozen desks. Retail flow belongs to discount brokers on price. The evidence is in the top line:
operating revenue was flat at about Rs 140 cr to Rs 146 cr across FY24 to FY26, in the largest fee pool in
Indian history, while JM Financial and ICICI Securities topped the H1 FY27 league table. A moat that
cannot convert a record market into growth is a niche, defended by habit and geography. PARTIAL, with
an upgrade path if league table share and revenue growth print together for two years.
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Pillar 4: Iron Fortress, PASS
GRADE: PASS

The leverage and liquidity facts settle this pillar. Net worth is about Rs 314 cr at March 2026, built from Rs
13.73 cr of equity capital and Rs 300 cr of reserves. Borrowings are Rs 19 cr. The company is, in
Screener's own summary phrase, almost debt free. Promoter pledging is nil. The broking subsidiary,
where the group's financial risk actually sits, held a net worth of Rs 128 cr at December 2025 with
negligible dependence on external borrowings, per ICRA, which assigned BBB- (Stable) and A3 ratings to
its Rs 100 cr of bank lines.

The siege test has already happened twice. Through the 2022 to 2023 governance crisis, when lenders
contracted the broking arm's bank lines, the group did not raise emergency debt or sell the franchise.
Through FY25 and FY26, with operating cash flow negative in both years, the salary bill and the build were
paid from the equity raise, not from leverage. Two honest reservations keep the grade from carrying the
investment case on its own: book value here is financial assets, subsidiary capital and receivables (debtor
days rose to 94 in FY26), so its quality rides the same markets as the income statement; and the margin
funding book inside the broking arm is a market-linked exposure that a sharp correction would test. The
balance sheet structure itself passes. PASS.
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Pillar 5: Free Cash Flow, FAIL
GRADE: FAIL

This pillar asks one question: does cash show up, reliably, after the business pays to run itself. For
Systematix the recent answer is no. Operating cash flow on Screener was positive Rs 88 cr in FY24, then
negative Rs 20 cr in FY25 and negative Rs 21 cr in FY26. Free cash flow followed the same path: positive
Rs 75 cr, then negative Rs 23 cr, then negative Rs 31 cr. Two consecutive years of negative operating and
free cash flow, in the strongest primary market on record, is not a timing quirk. It is the current economics
of the business.

The mechanics are visible. Salaries are paid monthly in cash; mandate fees arrive on closing and slipped
in FY26. Receivables slowed, with debtor days rising from 37 in FY24 to 94 in FY26, so even booked
revenue converted late. The investment book, which supplied Rs 29.48 cr of other income in FY25,
supplied Rs 1.44 cr in FY26 and mark to market losses in between. Meanwhile the group kept spending:
capital infusions into subsidiaries, a housing LLP stake, fixed assets up from Rs 17 crto Rs 31 cr. A
fortress balance sheet (Pillar 4) is what makes this affordable. It does not make it cash generation. Until
operating cash flow prints positive for a full year without a proprietary trading rescue, this pillar fails. FAIL.
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Summary

e Pillar 1. Sunrise: PASS, record FY26 IPO fundraising of Rs 1.8 lakh cr, H1 FY27 public equity
fundraising up 75%, and a Rs 2.78 lakh cr approved pipeline in a financialising economy

e Pillar 2. Leadership: PARTIAL, a well-timed Rs 103 cr raise and clean promoter record since,
against peak-cycle capital deployed into loss-making builds, no numeric guidance, and the
documented 2022 governance episode

e Pillar 3. Moat: PARTIAL, a decades-held Category | licence, research relationships and mid-market
speed, but no pricing power and flat revenue in a record fee pool

e Pillar 4. Iron Fortress: PASS, net worth of about Rs 314 cr against borrowings of Rs 19 cr, nil
pledging, and an ICRA BBB- (Stable) rating at the broking arm

e Pillar 5. Free Cash Flow: FAIL, operating cash flow and free cash flow negative in both FY25 and
FY26, with debtor days up from 37 to 94

Two of five pass. The engine's read: this is a fortress balance sheet and a real licence wrapped around a
cost base that currently eats the franchise's earnings and its cash. That is why the investment report
scores the stock 54/100 Neutral rather than Positive on the market boom, and not Negative on a single
bad year: the sunrise and the fortress are genuine, the cash engine is broken, and the price at 3.3x book
already assumes the repair.

What changes the grade: Sunrise downgrades only on a structural break in Indian primary issuance, not a
soft year. Leadership upgrades if wealth reaches a dated breakeven and investment banking prints two
clean years, and downgrades on any fresh regulatory action against the promoter group. Moat upgrades
on two years of revenue growth at or above the fee pool's growth. Iron Fortress downgrades if margin
funding losses or subsidiary support push borrowings up materially. Free Cash Flow upgrades after one
full year of positive operating cash flow earned from fees, not from the investment book.
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Sources

Screener (consolidated): cash flows, balance sheet, ratios, shareholding to September 2026, market
data at October 23, 2026

ICRA rating rationales for Systematix Shares and Stocks (India) Ltd: BBB- (Stable) / A3, subsidiary
capitalisation and group profitability, the FY25 preferential raise, and the 2023 downgrade history

NSE primary market report for FY26 and The Hindu BusinessLine (October 7, 2026): fundraising
records, route mix, pipeline and league tables

[IFL and Value Research: other income split and return history; Edulnvesting and MarketsMOJO
quarterly result analyses

Full source list in the companion investment report.
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