NIIT Learning Systems Ltd (NIITMTS)

DALAL & BROACHA
-

STOCK BROKING PVT. LTD.

1QFY26 Result Update | Managed Training Services Equity Research Desk

7 August 2025

Acquisition to Aid Growth Amidst Macro Uncertainty

NIIT Learnings completed the acquisition of a German entity Rating TP Rs) Up/Dn (9
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The company delivered a modest growth on the revenue front Bloomberg NITMTS
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During the quarter, the company added two new managed
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services clients and secured three contract renewals. Al is
transforming customer engagement in the L&D space and Surce: Bloomberg
continues to gain traction. A wage hike was implemented % Shareholding Jun-25  Mar-25

effective July 1st. The MST acquisition is expected to contribute FPromoters 34.45 35.48
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3-4% to topline growth while sustaining current profitability
levels.

Financial Summary

Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E

Netsales 11,323 13,618 15,535 16,533 18,453 20,835

EBIDTA 2,916 2,920 3,622 3,553 3,943 4,453

Margins 25.8 21.4 233 21.5 21.4 21.4

PAT (adj) 2,021 1,922 2,132 2,275 2,210 2,686

Growth (%) - -4.9 10.9 6.7 2.9 21.5

EPS 3.50 15.45 16.02 17.32 16.23 19.73

P/E (x) 94 21 21 19 20 17

P/B (x) 35 6 5 4 3 3

EV/EBITDA (x -2 14 11 11 10 .

Ro{E (%) " 37 27 22 19 16 17 Bharat Gulati
+91 22 67141412

ROCE (%) 48 29 31 26 23 23 .

RoIC (%) 200 67 55 45 34 36 bharat.gulati@dalal-broacha.com

Source: Dalal & Broacha Research, Company
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Concall Highlights

MST Acquisition:

NIT has acquired Germany-based MST Group for €22.7Mn through its subsidiary, marking its entry into the
fast-growing DACH L&D market. MST adds over 20 marquee clients, seven Global 10,000 logos, and capabilities
like the Quick Start Learning Academy and a Hungary-based delivery hub. The asset-light, margin-accretive
business is expected to be EPS-accretive from year one, contributing 3—4% to NLSL's topline with no client
overlap. The acquisition enhances NLSL’s European footprint, strengthens sectoral presence in automotive
and industrials, and aligns with its strategy of scaling global MTS operations.

Vertical Update and Outlook:

Technology & Telecom

» Strong QoQ growth continues despite sectoral layoffs.

* Layoffs are driving demand for reskilling/upskilling due to skill gaps.

* Training includes cloud, cybersecurity, tech upgrades, certifications, and consulting.
= Vertical expected to maintain growth momentum.

Management & Professional Services
» Signs of recovery seen vs. last year.
» Management believes the worst is behind; gradual improvement expected to continue.

Industrials (Automotive, Industrial, Energy, Aerospace)

» MST acquisition adds 20+ marquee clients across these sectors.

» Margin pressures in auto and IT viewed as transformation opportunities for L&D.

= L&D spend per employee in these sectors is above the average of $1,100/year.

» NLSL to leverage MST’s local strength to scale in Germany’s industrial and auto space.
* MST’s client relationships to support NLSL’s expansion into North America.

» Strong positioning in aerospace; expects growth by expanding into airlines.

Life Sciences & Financial Services (FSI)
» Active deal pipeline continues in both verticals.
» Remain focus areas with engagement potential.

Pharma & Hospitality
* 2 new MTS wins during the quarter — one in pharma and one in hospitality.

Operational Highlights:

Order Book and Pipeline

* The deal pipeline remains strong with active opportunities across technology, outsourcing, professional
services, automotive, life sciences, and FSI.

» Decision-making cycles are elongating due to elevated market uncertainty.

» Revenue visibility stands at X388 Mn, up from X350 Mn YoY.

Cash and Capital Management

*» Cash and cash equivalents reported at 28,349 Mn.

= Net cash increased to X7,740 Mn (vs. 7,360 Mn QoQ and %6,489 Mn YoY).

= Capex for the quarter stood at 88 Mn, down from X145 Mn, reflecting continued Al investments.
» MST acquisition funded via internal accruals and term loans; equity portion was an all-cash deal.
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Customer Traction and Renewals

» Secured 2 new MTS clients in Q1FY26 — one each in pharma and hospitality.

= All 3 MTS contracts due for renewal were successfully renewed, maintaining 100% renewal rate.

» Growth driven by wallet share expansion and deep client relationships.

» Spend from existing clients is stabilising, though still below prior peak levels; early signs of recovery visible.

MTS Customer Metrics

» MTS customer count at quarter-end: 95.

» Post MST acquisition, global MTS client count has crossed 100.

* MST contributed 7 Global 10,000 clients with no overlap — all are net new additions.

Days Sales Outstanding (DSO)
» DSO rose to 68 days from 56 days QoQ, due to delayed collections which have since been recovered.

Headcount and Workforce Strategy

» MST added over 100 L&D professionals, taking total headcount to ~2,500.

» Company continues to prioritise variable staffing over permanent additions to manage cost and utilisation
amid market volatility.

* Plans to increase headcount selectively once macro conditions stabilise.
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Valuation & Outlook

With its recent acquisition, NIIT Learnings has entered the DACH region — one of Europe’s fastest-growing
L&D markets. While management has guided for ~10% revenue growth in constant currency terms, it remains
cautious given the prevailing macro uncertainty.

We remain cautious on the stock as there is slowdown in the overall environment. The company recognizes
that the global economic environment remains volatile, contributing to increased uncertainty across sectors.
This macro backdrop is adding complexity to strategic and operational decisions, leading to extended decision-
making cycles and shifts in key stakeholders and relationships.

Currently we have a ‘NEUTRAL’ rating on the stock with a target price of Rs. 401 arrived at by the assigning
a PE multiple of 18x on FY27e EPS with a CMP of 323.
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Quarterly Result Analysis

QoQ Growth YoY Growth
(Rs.Mn) 1QFY26 4QFY25 (%) 1QFY25 (%)
Revenue from Operations 4,514 4,297 5.0% 4,072 10.8%
Other Income 131 126 3.5% 93 39.9%
Total Income 4,644 4,423 5.0% 4,166 11.5%
COGS 14 4 1
Employee Benefits Expense 2,009 2,012 -0.1% 1,950 3.0%
Professional & Technical outsourcing 1,150 1,038 10.8% 750 53.3%
Other Expenses 436 442 -1.4% 411 6.0%
Total Expenses 3,609 3,496 3.3% 3,112 16.0%
EBITDA (Excluding Other Income) 904 802 12.8% 960 -5.8%
Depreciation and Amortisation 181 167 8.4% 140 29.4%
EBIT / PBIT 854 761 12.2% 914 -6.6%
Finance Costs 61 60 0.5% 72 -15.8%
EBT/ PBT (Before Exceptional items) 793 700 13.2% 842 -5.8%
Exceptional Items 63 7 29
Tax Expense 237 206 15.3% 212 11.7%
Net Profit after Tax 493 487 1.2% 600 -17.9%
Adj. PAT 535 492 8.7% 622 -13.9%
Earning Per Share 3.63 3.58 1.6% 4.42 -17.9%
Adj Earning Per Share 3.95 3.62 9.1% 4.58 -13.9%
Margins Analysis (%) bps bps
Gross Margins 29.7% 28.9% 74 33.7% -398
EBITDA Margins (Excl Other Income) 20.0% 18.7% 138 23.6% -355
PAT Margins 10.9% 11.3% -41 14.7% -382
Effective Tax Rate % 32.5% 29.7% 279 26.1% 635
Cost Analysis (%) bps bps
COGS as a % to sales 0.3% 0.1% 22 0.0% 30
EE Costas a % to sales 44.5% 46.8% -230 47.9% -337
Outsourcing Expenses as a % to sales 25.5% 24.2% 133 18.4% 706
Other exps as a % to sales 9.7% 10.3% -63 10.1% -44

Source: Dalal & Broacha Research, Com pany
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Financials

P&L (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
Net Sales 11,323 13,618 15,535 16,533 18,453 20,835
Operating Expenses -7,489 -9,418 -10,464 -11,271 -12,385 -13,769
Other Expenses -918 -1,280 -1,449 -1,709 -2,016 -2,141
Operating Profit 2,916 2,920 3,622 3,553 4,052 4,925
Depreciation -423 -471 -592 -619 -755 -831
PBIT 2,493 2,449 3,030 2,934 3,297 4,094
Otherincome 139 151 319 449 523 523
Interest -10 -129 -327 -208 -683 -466
PBT 2,622 2,471 3,023 3,175 3,137 4,151
Profit before tax (post exceptional) 2,622 2,285 2,971 3,064 3,074 4,151
Provision for tax -601 -363 -839 -789 -830 -1,121
Profit & Loss from Associates/JV - - - - - -

Reported PAT 2,021 1,922 2,132 2,275 2,244 3,030
Mi - - - - - -

Owners PAT 2,021 1,922 2,132 2,275 2,244 3,030
Adjusted Profit (excl Exceptionals) 2,021 2,079 2,170 2,357 2,290 3,030
Balance Sheet (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
Equity capital 1,156 269 271 272 272 272
Reserves 4,296 7,434 9,504 11,827 13,667 16,152
Net worth 5,452 7,703 9,774 12,100 13,939 16,424
Mi - - - - - -

Non Current Liabilites 23 3,068 2,568 1,902 3,552 2,822
Current Liabilites 4,008 6,298 7,989 7,879 8,168 8,331
TOTAL LIABILITIES 9,483 17,069 20,331 21,881 25,659 27,577
Non Current Assets 1,468 6,445 7,108 7,085 8,927 9,081
Fixed Assets 834 1,630 1,602 1,566 1,963 2,082
Goodwill 344 4,342 4,408 4,519 5,319 5,319
Right of Use Assets 37 120 386 300 900 900
Financial Assets 25 27 332 469 505 530
Deferred Tax Asset 160 192 148 93 96 98
Long Term Loans and Advances - - - - - -

Other Non Current Assets 68 134 231 138 145 152
Current Assets 8,015 10,624 13,224 14,796 16,732 18,496
Current investments 994 2,826 3,474 3,843 4,228 4,651
Inventories 5 1 1 1 - -

Trade Receivables 1,394 2,155 2,250 2,515 3,135 3,425
Cash and Bank Balances 3,526 2,786 2,844 3,425 4,136 4,955
Short Term Loans and Advances - - - - - -

Other Financial Assets 1,942 2,653 4,202 4,429 4,650 4,883
Other Current Assets 153 202 453 583 583 583
TOTAL ASSETS 9,483 17,069 20,331 21,881 25,659 27,577

Source: Dalal & Broacha Research, Company
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Cashflow (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
PBT 2,622 2,285 2,971 3,064 3,074 4,151
Depreciation 423 471 592 619 755 831
Net Chg in WC -517 -1,150 -1,346 -180 -521 -322
Taxes -466 -625 -729 -805 -830 -1,121
Others 704 635 1,298 -227 685 468
CFO 2,766 1,617 2,786 2,471 3,164 4,007
Capex -190 -407 -473 -479 -607 -186
Net Investments made -557 -471 -389 -322 -33 -22
Others 82 -1,776 -957 -491 - -
CFI -665 -2,654 -1,819 -1,292 -640 -208
Change in Share capital - - - - - -
Change in Debts -129 1,090 -249 -254 1,608 -780
Div. & Div Tax -744 - -336 -372 -404 -545
Others -17 -70 -108 -99 -2,964 -1,655
CFF -890 1,020 -693 -726 -1,760 -2,980
Total Cash Generated 1,211 -18 274 453 764 819
Cash Opening Balance 1,320 2,577 2,569 2,920 3,373 4,136
Cash Closing Balance 2,531 2,560 2,843 3,373 4,136 4,955
Ratios FY22 FY23 FY24 FY25E FY26E FY27E
OPM 25.8 21.4 23.3 21.5 22.0 23.6
NPM 17.6 15.1 13.7 13.9 12.1 14.2
Taxrate -22.9 -15.9 -28.2 -25.7 -27.0 -27.0
Growth Ratios (%)

Net Sales - 20.3 14.1 6.4 11.6 12.9
Operating Profit - 0.1 24.0 -1.9 14.1 21.5
PBIT - -1.8 23.7 -3.2 12.4 24.2
PAT - -4.9 10.9 6.7 -14 35.0
Per Share (Rs.)

Net Earnings (EPS) 3.50 15.45 16.02 17.32 16.82 22.26
Cash Earnings (CPS) 4.23 17.79 20.12 21.26 22.03 28.36
Dividend - - 2.75 3.00 2.97 4.01
Book Value 9.44 57.24 72.19 88.89 102.40 120.66
Free Cash Flow 2.83 7.24 8.54 16.97 14.94 24.33
Valuation Ratios

P/E(x) 94 21 20.5 19.0 19.6 14.8
P/B(x) 35 6 5 4 3 3
EV/EBIDTA(x) -2 14 11 11 10 7
Div. Yield(%) - - 0.84 0.91 0.90 1.22
FCF Yield(%) 0.86 2.20 2.60 5.16 4.54 7.39
Return Ratios (%)

ROE 37% 27% 22% 19% 16% 18%
ROCE 48% 29% 31% 26% 23% 26%
RolC 200% 67% 55% 45% 35% 40%

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 INHO00001246 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 more securities | No
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 company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
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 other than | No
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 the subject | No
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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