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Revenue Visibility during the quarter stood at USD 348 Mn,
+8.4% YoY / -0.6% QoQ. Furthermore, management reported
the addition of 2 new MTS customers during the quarter, as
well as 4 renewals and 1 scope expansions.

% Shareholding Dec-23 Sep-23
Promoters 34.73 34.84
Public 65.27 65.16

Source: Bloomberg

Financial Summary

Y/E Mar (Rs mn) FY22 FY23 FY24E FY25E FY26E
Netsales 11,323 13,618 15,704 19,235 23,932
EBIDTA 2,916 2,920 3,686 4,569 5,885
Margins 25.8 21.4 235 23.8 24.6
PAT (adj) 2,021 1,922 2,190 2,880 3,746
Growth (%) - -4.9 13.9 31.5 30.1
EPS 3.50 15.45 16.28 21.40 27.84
P/E (x) 129 29 28 21 16
P/B (x) 48 8 6 5 4
EV/EBITDA (x) -2 19 15 12 9
RoE (%) 37 27 23 24 25 Neel Nadkarni
ROCE (%) 48 29 31 33 34 (022) 67141412
RoIC (%) 200 67 62 69 77 neel.nadkarni@dalal-broacha.com

Source: Dalal and Broacha
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Concall Highlights

Organic Growth: Organic business witnessed a 6% QoQ growth in constant currency terms, and
a similar trend is expected to continue. Consolidated revenue for the first nine months increased
by 18% YoY.

Training Consumption: Lower training consumption volume due to uncertainty was
compensated by expanding the scope in existing customers, adding new customers and
transitioning them to run rate customers.

Visibility: Total number of MTS customers now stands at 86, with Revenue visibility of USD 348
million dollars (-0.6% QoQ / +8.4% YoY), executable over the next 2 years.

The addition of 2 new MTS customers in the quarter (1 in life sciences/healthcare and 1 in
technology/telecom segments) indicates a healthy customer acquisition, contributing to future
growth. Despite uncertainties, NLSL improved its wallet share, diversified offerings, and increased
market share across multiple customers. Existing customers are taking slightly longer to ramp up
in the current uncertain macro environment.

Automation and Al: NLSL continues to leverage automation, implementing new systems and
measures, including Al.

Tax Rate: Effective tax rate for the year is expected to be around 28%, with an anticipated future
rate of approximately 27%.

Working Capital and Cash Flow: Temporary working capital increase last quarter due to contract
transitions from NIIT Ltd. To NLSL has normalized, resulting in higher free cash flow at INR 1,099
million. DSO stands at 59 days.

Cash balance is at INR 6,588 million, with Net cash standing at Rs 5,599 Mn, up INR 790 Mn QoQ
after payout of payout INR 336 million towards dividend during Q3.

Headcount: Total employees stand at 2,417, down 51 on a QoQ basis. Continued
disproportionate investments in sales and marketing to tap into the under-penetrated Learning &
Development market for faster customer acquisition. Large organizations reducing headcount
due to uncertainty negatively impact NLSL. However, the long-term perspective remains positive
with low unemployment rates in the US and a robust economy.

Growth Strategies:
Most growth comes from acquiring new customers and transitioning them.

Anticipates growth in existing customers by offering more capabilities and gaining wallet
share.

c. Expectations of continued sequential growth, maintaining mid to long-term guidance of
20%.

Client Relationships: Top 5 clients have been with NLSL for more than 10 years, and Top 10 for
more than 7-8 years.

Acquisition Plans: NLSL is in active pursuit of acquisitions to build capabilities, enter new
geographies, or explore new market segments.

Seasonality for St. Charles: Seasonal softness in Q3 as clients of St. Charles are mainly consulting
companies and there are a lot of holidays/ furloughs in this quarter, while Q4 is anticipated to be
a bigger quarter for St. Charles.

Attrition Rate: Attrition remains less than 12%, with the highest recorded at 21-22%.
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Depreciation & Amortization includes INR 32 Mn on account of amortization of Intangibles related
to acquisition. Lower depreciation sequentially due to the extension of a real estate-related
contract, where amortization is spread out.

Net Other Income/Expenses encompasses Treasury Income (INR 65 Mn), Acquisition related
expenses/charges of Rs 48 million (including interest on loans of Rs. 19 million); Demerger
related Non-Operating / Transitory expenditure of Rs 11 million and Other Misc. Expenses of Rs
22 million.

The Strategic investment of Euro 3 Mn in EIT InnoEnergy in the previous quarter opens up the
green energy or renewable space market segment and expects this space to be a massive
opportunity.

FY24E Outlook

Management expects full-year growth in constant currency terms to be between 11-12% for FY24,
with INR growth in the mid-teens.

FY24 EBITDA margins are expected to be in the range of 22%-24%.

Management expected flat HIFY24, with a pickup in Q3, slightly lower than initial expectations.
Anticipates QoQ improvement in Q4 while maintaining margins similar to Q3.
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Quarterly Deviation Sheet

YoY Growth QoQ Growth

(Rs.Mn) Q3FY24E Q3FY23 Q2FY24 Q3FY24E Deviation
(%) (%)

Revenue from Operations 3,913 3,633 7.7% 3,819 2.5% 3,915 0%

Other Income 72 34 110.0% 74 -2.5% 74

COGS 2,648 2,506 5.7% 2,572 3.0% 2,683

Other Expenses 364 325 11.9% 348 4.5% 352

Total Expenses 3,012 2,831 6.4% 2,920 3.1% 3,035

EBITDA (Excluding Other Income) 901 802 12.4% 899 0.2% 880 2%

Depreciation and Amortisation Expenses 143 118 21.1% 170 -16.0% 170

EBIT / PBIT 831 719 15.6% 803 3.4% 784

Finance Costs 55 46 20.0% 87 -36.3% 87

EBT/ PBT (Before Exceptional items) 776 673 15.3% 717 8.2% 697 11%

Exceptional Items - 107  -100.0% 43 -100.0% 43

Tax Expense 208 105 97.7% 205 1.6% 177

Net Profit after Tax 568 460 23.3% 469 21.1% 478 19%

Adj. PAT 568 547 3.7% 499 13.8%

Earning Per Share 4.20 3.43 22.4% 3.48 20.7%

Adj Earning Per Share 4.20 4.08 2.9% 3.71 13.4% 3.8 11%

No of Shares Diluted (mn) 135.0 134.1 134.6 134.6

Margins Analysis (%) bps bps

Gross Margins 32.3% 31.0% 130 32.7% -33 31.5% 86

EBITDA Margins (Excl Other Income) 23.0% 22.1% 95 23.5% -51 22.5% 56

PAT Margins 14.5% 12.7% 183 12.3% 223 12.2% 230

Effective Tax Rate % 26.8%  18.6% 822 30.4% -358 27.0% -17

Cost Analysis (%) bps bps

COGS as a % to sales 67.7%  69.0% -130 67.3% 33 68.5% -86

Other exps as a % to sales 9.3% 9.0% 35 9.1% 18 9.0% 30

Source: Dalal & Broacha Research, Company

Valuation & Outlook

NIIT Learning Systems Ltd (NLSL) is strategically positioned to leverage the outsourcing trend in the
training industry. With a medium to long-term outlook remaining intact for 20%+ revenue growth and
margins expected to be above 20%, the company shows promise. With initial green shoots of
sequential growth and signs of uncertain markets improving, NLSL's focus on new customer
acquisition and scope expansion in existing customers positions them well to capitalize on the L&D
outsourcing trend.

NIIT Learning Systems is currently trading at 21.0x / 16.2x FY25e / FY26e EPS respectively.
Taking the above factors into consideration, we reiterate our BUY rating and our target multiple
of 22x FY26e EPS to arrive at a TP of INR 612.
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Net Sales Trajectory

DALAL & BROACHA STOCK BROKING PVT

EBITDA Trajectory
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Financials
P&L (Rs mn) FY22 FY23 FY24E FY25E FY26E Cashflow (Rs mn) FY22 FY23 FY24E FY25E FY26E
Net Sales 11,323 13,618 15,704 19,235 23,932 PBT 2,622 2,285 3,042 3,945 5,132
Operating Expenses -7,489 -9,418 -10,620 -13,034 -16,208 Depreciation 423 471 517 569 722
Other Expenses -918 -1,280 -1,398 -1,632 -1,839 Net Chgin WC -517 -1,150 -202 -301 -405
Operating Profit 2,916 2,920 3,686 4,569 5,885 Taxes -466 -625 -852 -1,065 -1,386
Depreciation -423 -471 -517 -569 -722 Others 704 635 304 234 211
PBIT 2,493 2,449 3,169 4,000 5,163 CFO 2,766 1,617 2,810 3,381 4,274
Otherincome 139 151 151 151 151 Capex -190 -407 -307 -325 -346
Net Investments
Interest -10 -129 -278 -206 -182 made -557 -471 -265 -27 -
PBT 2,622 2,471 3,042 3,945 5,132 Others 82 -1,776 - - -
Profit before tax
(post exceptional) 2,622 2,285 3,042 3,945 5132  CFI -665  -2,654 -572 -352 -346
Provision for tax -601 -363 -852 -1,065 -1,386 Change in Debts -129 1,090 - -320 -120
Reported PAT 2,021 1,922 2,190 2,880 3,746 Div. & DivTax -744 - 438 461 562
Adjusted Profit
(excl Exceptionals) 2,021 2,079 2,190 2,880 3,746 Others -17 -24 -1,615 -1,895 -2,258
CFF -890 1,066 -1,177 -1,754 -1,816
Total Cash Generated 1,211 29 1,060 1,275 2,113
Cash Opening
Balance 1,320 2,531 2,560 3,620 4,895
Cash Closing Balance 2,531 2,560 3,620 4,895 7,008
Balance Sheet (Rs mn) FY22 FY23 FY24E FY25E FY26E Ratios FY22 FY23 FY24E FY25E FY26E
Equity capital 1,156 269 269 269 269 OPM 25.8 214 235 23.8 24.6
Reserves 4,296 7,434 9,186 11,605 14,789 NPM 17.6 15.1 13.8 14.9 15.6
Net worth 5,452 7,703 9,455 11,874 15,058 Taxrate -22.9 -15.9 -28.0 -27.0 -27.0
Non Current Liabilites 23 3,068 3,068 2,848 2,778 Growth Ratios (%)
Net Sales - 20.3 15.3 225 24.4
Current Liabilites 4,008 6,298 6,594 6,927 7,400 Operating Profit - 0.1 26.2 24.0 28.8
PBIT - -1.8 294 26.2 29.1
TOTAL LIABILITIES 9,483 17,069 19,116 21,649 25,237 PAT - -4.9 13.9 315 30.1
Non Current Assets 1,468 6,445 6,912 7,161 7,404 Per Share (Rs.)
Net Earnings (EPS) 3.50 15.45 16.28 21.40 27.84
Fixed Assets 834 1,630 1,818 2,025 2,253 Cash Earnings (CPS) 4.23 17.79 20.12 25.63 33.20
Goodwill 344 4,342 4,342 4,342 4,342 Dividend - - 3.26 3.42 4.18
Right of Use Assets 37 120 120 120 120 Book Value 9.44 57.24 70.26 88.24 111.90
Financial Assets 25 27 294 322 323 Free Cash Flow 2.83 7.24 17.02 21.27 27.79
Deferred Tax Asset 160 192 197 203 209
Other Non Current
Assets 68 134 141 148 155 Valuation Ratios
P/E(x) 129 29 27.6 21.0 16.2
Current Assets 8,015 10,624 12,204 14,488 17,833 P/B(x) 48 8 6 5 4
Current investments 994 2,826 3,109 3,420 3,762 EV/EBIDTA(x) -2 19 15 12 9
Inventories 5 1 1 2 2 Div. Yield(%) - - 0.72 0.76 0.93
Trade Receivables 1,394 2,155 2,486 3,044 3,788 FCF Yield(%) 0.63 1.61 3.78 4.73 6.18
Cash and Bank
Balances 3,526 2,786 3,620 4,895 7,008
Other Financial
Assets 1,942 2,653 2,786 2,925 3,072 Return Ratios (%)
Other Current Assets 153 202 202 202 202 ROE 37% 27% 23% 24% 25%
ROCE 48% 29% 31% 33% 34%
TOTAL ASSETS 9,483 17,069 19,116 21,649 25,237 RolC 200% 67% 62% 69% 77%
FY22 FY23 FY24E FY25E FY26E FY22 FY23 FY24E FY25E FY26E
ROA 21.3 12.2 11.5 13.3 14.8 Equity 1,156 269 269 269 269
Current Assets 3,495 5,012 5,475 6,174 7,064 Face Value 2 2 2 2 2
Net Debt -4,439 -4,453 -5,570 -7,456  -10,011 CMP 450 450 450 450 450
Mcap - 60,557 60,557 60,557 60,557
Debt 80 1,159 1,159 859 759
Cash 4,588 5,746 6,869 8,462 10,924
EV -4,507 55,969 54,846 52,953 50,391
Net Debt -4,507 -4,587 -5,711 -7,604  -10,166

Source: Dalal & Broacha Research, Company
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services
player offering an extensive range of financial solutions and services to a wide spectrum of customers
with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange
of India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for
investments and is engaged in the securities businesses including stock broking (Institutional and
retail), depository participant, portfolio management and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details
of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO0O0001246 as per
SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were
suspended by any stock exchange with whom it is registered in any time in the past. It has not been
debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations
have issued advice letters or levied minor penalty on D&B for certain operational deviations in routine
course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that
all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or
will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research
Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for
the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or | No
more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject company | No
in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of securities | No
for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past twelve
months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or
companies that are the subject of this material. Our salespeople, traders, and other professionals
may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing
businesses may make investment decisions that may be inconsistent with the recommendations
expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest including but not limited to those stated herein.
Additionally, other important information regarding our relationships with the company or companies
that are the subject of this material is provided herein. This report is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject D&B or its group companies to any registration
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an
official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message
should not be construed as official confirmation of any transaction. No part of this document may be
distributed in Canada or used by private customers in United Kingdom. All material presented in this
report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any
other party, without the prior express written permission of D&B. All trademarks, service marks and
logos used in this report are trademarks or registered trademarks of D&B or its Group Companies.
The information contained herein is not intended for publication or distribution or circulation in any
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this
communication is prohibited unless otherwise expressly authorized. Please ensure that you have read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report
includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | : equity.research@dalal-broacha.com
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