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Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Adj EPS RoE (%) P/E (x) 

FY18 2,859 10.2  396 13.9  244 21.5  24.5  17.9  9.3  

FY19 3,580 25.2  592 16.5  382 56.5  38.4  23.6  7.1  

FY20 3,588 0.2  610 17.0  387 1.2  38.9  20.3  6.6  

FY21 3,858 7.5  644 16.7  454 17.6  45.7  19.5  23.4  

FY22E                    4,602  19.3              743  16.2                   546  20.2                           54.9              19.2   19.5  

FY23E                    5,383  17.0              892  16.6                   660  20.7                           66.2              19.5   16.2  

FY24E                    6,070  12.8          1,032  17.0                   767  16.2                           76.9              19.0   13.9  

We present to you an investment idea on Saksoft, a niche technology specialist that provides 
a comprehensive suite of business transformation, cloud solution, information 
management, application development and testing services enabling companies efficiently 
‘change/run the business’. We expect the company to clock 16% CAGR revenue during FY21-
24E driven by its capabilities in select verticals, strong presence in UK and US and domain 
expertise (helping create familiarity and client recall). The technological upcycle coupled 
with Saksoft’s capabilities in thriving sectors provides a platform for future growth, while on 
execution capabilities we derive comfort from its reputed clientele. Significant earning 
expansion on the back of revenue growth leads us to value Saksoft at 16x PE to arrive at fair 
value range of Rs1,190-1,250.  

 Focus on high-growth interconnected verticals: Saksoft’s strategy focuses on a limited 
number of verticals as against mainstream companies. The confluence of domain 
expertise, technological capabilities and established track record should help the 
company drive revenue growth of 16% CAGR during FY21-24E, as focus verticals  are at 
an inflection point driven by increasing tech spends. Saksoft’s niche capabilities within 
select sectors give it an edge over generic players, as evidenced by winning deals against 
larger players.  

 Filliping growth through acquisition: Saksoft, through its 5 acquisitions over the last 
decade and a half, added defined capabilities and newer service verticals along with 
increased exposure to dominant geographies. It acquired companies for capabilities in 
analytics (Acuma), testing (Three Sixty Logica), business intelligence (EDP), IoT in 
transportation (DreamOrbit) and Healthcare (Faichi) under its ‘String of pearls’ strategy. 
Bundling of capabilities enabled Saksoft to offer bouquet of complementing services 
under one roof which are scalable and relevant across long-term.  

 Robust financials + industry tailwinds: During FY16-21, PAT grew 19% CAGR, ahead of 
revenue CAGR of 10% owing to expansion in margins from 10-12% to 15-17%, driven by 
cost efficiency, increased offshoring and dedicated team model. The demand across 
industry has been buoyant as Gartner expects IT spends to grow by 5.5% in 2022, post a 
robust 9.5% growth in 2021 driven by acceleration in digitization across geographies 
benefiting IT service providers. Reduction in deal size, shift to Agile/ DevOps framework 
should benefit small players and we believe Saksoft could tap these opportunities. The 
management expects key revenue drivers to be higher digital transformation deals, 
increasing IT spends and general buoyancy in demand within the booming focused 
verticals.  

 Valuation and rating: We value the company at 16x PE multiple on FY24 earnings and 
arrive at our fair value range of Rs1190-1250 (Bull case: Rs1,375, bear case: Rs910). Its 
PEG ratio stands at <1, one of the lowest in the industry, and currently it is trading at an 
attractive 13.9x on FY24 EPS. References + history/ prior experience + capabilities are 
driving customers to go with smaller players that tend to be more adaptable while 
Saksoft’s technology expertise, cloud solutions and advanced business intelligence along 
with propriety frameworks/accelerator enabling shorten delivery timelines could assist it 
in reaching its stated revenue target. 

 

 

 
 

Fair Value 1190-1250  Key Data  

   Bloomberg Code SAK IN 

CMP 1,071  Curr Shares O/S (mn) 10.5 

   Diluted Shares O/S(mn) 10.5 

Upside NA  Mkt Cap (Rsbn/USDmn) 11.2/151.7 

Price Performance (%)   52 Wk H / L (Rs) 1175/305 

 1M 6M 1Yr  5 Year H / L (Rs) 1175/105 

SAK IN 8.6 56.9 180.9  Daily Vol. (3M Avg.) 80,714 

NIFTY 5.4 15.1 25.1    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

Particulars Sep-21 Jun-21 Mar-21 Dec-20 

Promoter 68.54 69.11 69.11 69.11 

FPIs        3.75        2.19 2.15 0.98 

DIIs 0.00 0.00 0.00 0.00 

Others 27.71 28.70 28.74 29.91 

 Source: Ace Equity 

 

 

Why should you read this report? 

 Thinly covered stock; play on cloud solutions  

 Focus on verticals with high growth 

 Where Saksoft stands with increased digital 
transformation offerings  

 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Srishti Jain 
srishti.jain@mnclgroup.com 

 

Source: Company, MNCL Research Estimates
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Saksoft Ltd 
CMP: Rs1,071 l MCap: Rs11.2bn l Fair Value: Rs1,190-1,250 
Creating its niche in a crowded market 

Vision to reach USD100mn in 

revenues by 2025 

Focused approach on clientele 

generating USD100mn to USD2bn 

revenues 
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Focus on high-growth interconnected verticals: 
Saksoft has identified 4 key verticals viz healthcare, transport and logistics, fintech, and retail/ e-
commerce wherein it possesses i) technological capabilities ii) domain acumen, and iii) execution 
experience and intends to focus on these niche verticals to aid growth under its ‘inch wide mile 
deep’ strategy which differentiates it from the pantheon of bigger ‘can do it all’ companies. This 
helps Saksoft demarcate its target market and position itself as domain expert with established 
track record in these industries. Furthermore, we believe these verticals are at an inflection point 
post the pandemic driven by increased digital interactions by customers and the need for efficient 
infrastructure increasing demand for automation/ digital endeavors. Saksoft, which relies on its 
execution ability and past projects combined with its front end to win new logos should benefit 
from the strong tailwinds in these sectors. The interconnectedness between these verticals further 
provides opportunities to cross-sell/up-sell thereby increasing target market for Saksoft. Change in 
customer behavior/buying habits with the advancement of technology is leading to higher online 
transactions and increasing pressure on logistics thereby driving growth in the addressable market 
for Saksoft.  

 

Exhibit 1: Contribution from top verticals in Q2FY22 Exhibit 2: Geographical break-up of revenue in Q2FY22 

  
Source: Company, MNCL Research 

 

 

1) Healthcare  

Saksoft forayed into delivering healthcare solutions in development, integration, analytics, chronic 

care management and compliance services by acquiring Faichi Solutions LLC in 2018 (California-

based start-up). This acquisition served multiple benefits including: i) additions of healthcare 

capabilities to the portfolio ii) expansion of footprint in USA and iii) ability to leverage deep 

understanding of the US healthcare industry. Saksoft currently offers platform solutions to 

healthcare companies assisting in transformation of data into actionable insights; its accelerator 

and healthcare solutions empower customers in expediting innovative product development. 

The vertical witnessed a slow start; however, the management believes with continued focus and 

slight change in strategy the sector could fillip growth for the company as a whole. Traditionally, 

Saksoft concentrated on the provider side of the healthcare business and currently intends to 

extend focus to the payer side by building digital assets to exploit opportunities there. The sector 

is witnessing tailwinds in terms of increased spending on IT and this could benefit players like 

Saksoft.  
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Saksoft’s niche capabilities in healthcare are mainly in the telemedicine and telehealthcare space 

and we believe the pandemic led acceleration should drive growth for the company. The telehealth 

space witnessed tremendous growth during the lockdown phases and has now stabilised at 38x of 

what it was pre pandemic as per McKinsey. This has also led to increased investments in virtual and 

digital health and we believe telehealth is here to stay as it provides i) convenience in cases of 

routine care, ii) expands services to remote areas, and iii) improves care models for chronic 

conditions 

Exhibit 3: Growth in telehealth usage peaked during April 2020 but has since stabilised 

 
Source: Mckinsey, MNCL Research 

Apart from telemedicine, healthcare sector as a whole is witnessing increased spending on 

technology as more than 50% of hospital respondents plan to increase their IT spend (according to 

Frost & Sullivan) as the pandemic necessitated transformation to efficient business models led by: 

 Patients seeking on demand medical treatment 

 Assisting businesses leverage big data as an enabler for lowering rate of medication errors, 
could assist in identifying patterns and help increase operational efficiency 

 Rising demand for wearable medical devices; according to global news wire wearable 
medical device market (such as heart rate sensors, exercise trackers, oximeters) is 
expected to reach USD27bn by 2023 from USD7bn in 2017 driven by increased demand for 
continuous and at home monitoring of conditions coupled with importance placed on 
health and fitness. 

 

2) Transport and Logistics 

Saksoft specializes in IoT solutions in the transportation and logistics vertical accredited to its 

acquisition of DreamOrbit Softech, a Bengaluru-based company with expertise in the logistics 

sector. DreamOrbit works with 5 of the top 100 largest logistics technology companies in the US 

and was included in the Deloitte Technology Fast 50 list since 2014. Its offering include automation 

through chatbots, augmented reality for contactless transit and RPA for tracking of goods on transit. 

There are several tailwinds in the sector driven by increasing ecommerce penetration, logistical 

issues witnessed during the pandemic and focussed approach to increase operational efficiency by 

legacy modernisation/ digitalisation; both being strong areas of the company. 

Saksoft’s offerings include: 

 Technologies for hyper local to international logistics and all modes of transportation 

 Expertise in carrier integration, enhancing workflow seamlessness, increasing 
responsiveness and moderating operating costs 

 Focus on B2B businesses (from small parcels to be delivered point-to-point to large 
shipments to be delivered across customers) 

 Vehicle tracking, maintenance alert  

 Custom software and accelerators to address supply chain management issues  

 Helping maximise utility of vehicles and other assets 

 Providing near real-time visibility  

Saksoft won a multi-

million dollar contract, 

beating a Tier 1 

competitor, to build an 

enterprise application for 

a leading port operations 

company in Singapore. 
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Saksoft’s offerings help clients achieve i) Complete visibility of the consignment ii) Milestone-based 

tracking iii) Route optimization iv) Paper-less offices and virtual payments, and v) Geofencing and 

System integration 

Exhibit 4: Offerings in transportation and logistics sector 

 
Source: Company, MNCL Research 
 

3) Fintech 
 

In Fintech, Saksoft provides integrated and comprehensive solutions, driving analytics and cloud 

migration. Fintech has been a flagship vertical for the company wherein it provides bouquet of 

services including customised application development, AI-driven decision making, predictive 

analysis, while also providing testing services. Fintech’s are leveraging technology to redefine 

customer experiences and journeys and Saksoft helps these companies achieve desired outcomes 

driven by leveraging its domain expertise, proprietary framework and delivery models, industry 

specific products and ability to align with customer goals along with ability to chart out digital 

strategy. Saksoft’s clientele include one of the top three bureaus in the US.  

 

Case studies of products developed in the Fintech space 

 Cardless cash: Modernised a solution that empowers participating banks and customers to 
provide cash pay-out to individuals with a valid mobile at participating ATMs, even if the 
beneficiary does not possess a bank account or a debit card. Build innovative mobile cash 
disbursement solutions for clients that help ‘Issuers’ and ‘Money service Businesses’ to 
provide a ‘Cardless cash’ option at ATMs. The platform also enables enterprises looking to 
enhance their promotion, loyalty and rebate programs. 

 Omni-channel payment processing: Developed a native mobile and web application that 
automates and optimises invoicing and payments process. The solutions range from 
mobile, web application development, redesigned architecture, B2B integrations (payment 
gateways, banks treasury systems etc.), enhanced UI/UX and end-to-end testing, including 
test automation 

Exhibit 5: Contribution from Fintech vertical for Saksoft 
expected to increase post sluggishness 

Exhibit 6: Number of Fintech startups worldwide from 2018 
to Nov’21 increasing multifold 

  
 

Source: Company, Statista, MNCL Research 
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4) Retail/ E-commerce 
Saksoft consults retail companies on the right device, technology, and infrastructure strategy and 

via its end-to-end retail solutions enables superior and efficient supply chain management, pricing, 

and customer engagement etc. driving business growth and helping with digital transformation. 

Saksoft‘s clientele include a large US outdoor equipment e-tailer engaged in the sale of 

mountaineering and sports gear and a high-fashion e-commerce player. 
 

 

Exhibit 7: Increasing % of online retail sales across geographies  

 
Source: Company, MNCL Research 
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Filliping growth through acquisition:  
 

Saksoft’s acquisitions have predominantly been for capabilities and it acquired 5 niche companies 
over the last decade or so, allowing it to add newer service verticals and increase penetration in US 
and UK. Saksoft refers to this as ‘String of pearls’ strategy whereby it acquires capabilities in 
industries it envisages growth and/or complements existing capabilities. Bundling of acquired with 
existing capabilities enabled Saksoft to offer bouquet of complementing services under one roof 
which are scalable and relevant across long-term. DreamOrbit has been a key acquisition registering 
42.9% CAGR revenue growth during FY17-21. 
 

Exhibit 8: Understanding acquisitions 

Particulars Acuma EDP 
Three Sixty 
Logica   

DreamOrbit Faichi 

Year of Acquisition 2006 2013 2015 2016 2018 

Location UK USA Noida Bangalore USA 

Vertical/ Specilisation Public Sector 
Business 
Intelligence 

Testing 
Transportation 
and logistics 

Healthcare 

Niche 
Information 
 Management 

Information 
Management 

Testing 
IoT and  
Blockchain 

Provider side, 
CMS 

Geographies addressed Europe USA  All 
USA and Asia 
Pac 

USA 

Source: Company, MNCL Research 
 

Ring-fencing target market  
In order to be more efficient in its approach, the organization has defined its target market based 
on a set of criteria. These demarcations are based on certain criteria such as domain knowledge, 
strengths and opportunities in certain geographies and this delineation of territory as highlighted 
by the management should drive growth. 

Exhibit 9: Basis on defining target market 

Particulars Target Basis 

Verticals 
Fintech, Healthcare,  
Transport and Logistics  and Retail/ e-commerce 

Domain knowledge, capabilities and 
demand tailwinds 

Client 
Clientele generating USD100mn to USD2bn 
revenues 

Ability to generate maximum revenue 
and limit competition with bigger 
peers 

Geographies US/ UK/ Europe 
Acquisitions in those geographies, 
higher demand 

Source: Company, MNCL Research 

 

Possible challenges 
i) Rising Attrition: The company is helping employees get ‘back to work’, also enrolling short 

term gig workers and hiring graduates. Its employee welfare program also includes enhanced 

flexibility to employees which is the need of the hour.  

ii) Tightening of IT budgets: The management highlighted that this is less of a concern 

considering strong tailwinds, however with addition of new logos the issue should subside. The 

company is using the ‘Network Effect’ coupled with its sales front end to drive growth and 

believes this creates familiarity and leads to deal conversion. 

 iii) Concentration risk: Saksoft’s top 5 clients contribute approximately 50% thereby losing a 

top client could significantly impact revenues. However, this is a challenge in most small caps 

and the possible solution is addition of more logos.  
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Unprecedented demand; accelerated digital 

transformation, IT spends on the rise 

With technology emerging as a bedrock for growth, the technology industry has evolved from 
merely supporting operations to participating in business growth. Furthermore, the pandemic 
forced businesses towards early adoption of technology, causing them to recalibrate their digital 
strategy and emphasize on enhancing, extending and transforming company’s value proposition. 
Dramatic increase in digital customer interactions led to the realisation that adoption of advanced 
technology can help with business differentiation. Emphasis on customer experience and brand 
building is playing a vital role in increased dependence on quality assurance as we witness shorter 
delivery cycles and reduced costs. All of this is leading to increased spends on technology as overall 
IT spend is expected to grow at 5.5% to USD4.4tn driven by a shift in the technology industry to a 
growth enabler (according to Gartner).  

 

Exhibit 10: Digital revenue to grow at a faster pace and gain 
a larger portion compared to traditional services – Indian IT 

Exhibit 11: Global IT spend expected to moderate, post 
robust recovery in 2021 

  
Source: Nasscom, Gartner, MNCL Research 

Exhibit 12: Acceleration witnessed in adoption of digitization and avg. share of products (%) / services digitized increasing  

 
Source: Mckinsey, MNCL Research 

Increasing IT spends coupled with shorter delivery timelines, agile/ DevOps framework, increased 
shorter deal tenures and digital transformation deals are expected to be beneficial to smaller 
players such as Saksoft. Cloud adoption also surged with the pandemic as Gartner expects 
worldwide spending on cloud adoption. Gartner forecasts end-user spending on public cloud 
services to grow 21.7% to reach USD482bn in 2022 from USD396bn in 2021. Additionally, Gartner 
predicts by 2026 public cloud spending will exceed 45% of all enterprise IT spending, up ~17% in 
2021.   

Saksoft believes revenue contribution from cloud could significantly improve in the coming years 
and there lies ample of opportunity for the company to exploit. 
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Our View: 

The management has been prudent and maintained profits evidenced by the fact that PAT grew by 
20% CAGR during FY16-21 despite sluggish topline growth of 10% CAGR during FY16-21. We expect 
revenue CAGR of 16.3% over FY21-24E for Saksoft, led by growth in cloud solutions, digital 
transformation deals and addition of new logos coupled with movement from USD0.5mn to 
USD1mn+ revenues as it managing to carve a larger share of IT spend from existing customers. The 
management has a stated vision to reach USD100mn by 2025 driven by increased penetration in 
focused verticals and overall buoyancy in the demand scenario. 

Exhibit 13: Addition of employees to drive expected revenue 
growth  

Exhibit 14: Increased offshoring mix to act as margin 
expansion lever (%) 

  
Source: Company, MNCL Research 

We expect EBITDA margin to oscillate between 16-18% range driven by higher offshoring, respite 
on subcontracting costs and Saksoft’s dedicated team model. The company’s margin profile has 
significantly improved from 10-12% during FY12-15 to 16-18% in FY16-21 driven by cost initiatives 
by the management coupled dedicated team model.  

The company has a healthy balance sheet and is net debt free with cash of Rs940mn. Going forward, 
we expect cumulative FCF generation of Rs1.9bn during FY22-24E and believe this could present 
higher dividend/ inorganic growth opportunities. 

We believe over the years Sakosft has built a sustainable model and is now set for higher growth 
trajectory driven by increased demand and ability of efficient execution (the fact that its execution 
capability is in line with top peers has come out in our conversation with ex-employees) We believe 
with revival of revenue growth, company’s strong financials, debt free status, increasing repeat 
orders showcasing client retention ability and increasing larger deal wins, the company is set on a 
growth trajectory and thus we assign 16x (~50% discount to large caps accounting for sheer size of 
the company and risks revolving around small-caps such as client concentration, limited ability to 
leverage brand name and employee retention) on its FY24 EPS arriving at a Fair value range of 
Rs1,190-1,250. 

Valuation  

Exhibit 15: Valuation 

PE Valuation FY24 

EPS (Rs) 77 

PE (x) 16 

Fair Value/ share (Rs) 1190-1250 

Source: Company, MNCL Research Estimates 
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Bull-case valuation  
Exhibit 16: Valuation 

PE Valuation FY24 

EPS (Rs) 81 

PE (x) 17 

Fair Value/ share (Rs) 1375 

Source: Company, MNCL Research Estimates 

In our bull case, we have assumed that revenue grows ahead of our expectations at a CAGR of 18% 
during FY21-24E based on acceleration in demand and winning contracts ahead of our expectation. 
On the operational front, we assume margins to expand owing to operational efficiency playing 
out. Due to acceleration in growth, we have increased our target multiple to 17x mainly to factor 
in growth ahead of estimates as growth and valuations in the IT sector are co-related.   

Bear-case valuation  
Exhibit 17: Valuation 

PE Valuation FY24 

EPS (Rs) 70 

PE (x) 13 

Fair Value/ share (Rs) 910 

Source: Company, MNCL Research Estimates 

In our bear case, we have assumed that revenue growth stabilizes post strong FY22E and grows at 
a CAGR of 12% during FY21-24E based on tightening of IT budgets and limitations in adding new 
logos. On the operational front, we assume margins to remain stable in the 16-17% range and due 
to tapering of growth, we have decreased our target multiple to 13x (mean valuations post 
considering growth in FY22).   

Company Background  

Saksoft is a leading digital transformation provider enabling organizations stay relevant in an ever 
evolving world. It co-creates, modernizes and automates solutions by leveraging its 2 decades of 
experience, its capabilities as well as domain expertise enhancing customer experience.  Mr. Aditya 
Krishna is the current Chairman and MD of the company. He has worked with Citi Bank and even 
managed to sell his company (Nation Wide Finance) to Citigroup as a part of its financial arm. Mr 
Aditya, along with his father, founded Saksoft in 2000 and under his leadership,  Saksoft offers a 
gamut of services including Strategic Consulting, Information Management, Application 
Development, Digital Testing, Robotic Process Automation (RPA), Cloud, Mobility and Internet of 
Things (IoT). 

MNCL Research’s AQCG Score 

We analyse companies accounting quality and corporate governance based on MNCL’s proprietary 
Accounting Quality & Corporate Governance (AQCG) score, which accounts for 15 different 
attributes in the accounting and corporate governance domain for at least 5 years. This proprietary 
score has been back-tested on BSE 500 companies and enables us to assess the accounting and 
corporate governance practices of the company.   

Saksoft’s AQCG Score: 81% and 1st quadrant  

Interpretation of the score: A score of 81% signifies that Saksoft’s financial reporting and 
governance policies are widely in compliance with accepted regulations. The company misses 
higher score owing to lower cash yield. We believe, going forward, this aspects should improve with 
more clarity on utilisation of cash by the company and thus, it does not raise any concern. 

Downside risks to the thesis 

One key risk to the thesis is related to tightening of IT budgets and hiccups caused by the pandemic. 
Forex-related fluctuation is an added risk for the company and could have an adverse effect on the 
company. Muted demand in key markets could have some impact on the company, though the 
company has diversified operations. 

Quadrant 1: >=72% 

Quadrant 2: 65% - 71.9% 

Quadrant 3: 60% - 64.9% 

Quadrant 4: <60% 

 

https://www.saksoft.com/application-services/custom-application-development-using-net-java/
https://www.saksoft.com/application-services/custom-application-development-using-net-java/
https://www.saksoft.com/application-services/robotic-process-automation/
https://www.saksoft.com/cloud-services/
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Financials (Consolidated) 
Exhibit 18: Income Statement 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Net Sales  2,437   2,595   2,859   3,580   3,588   3,858   4,602   5,383   6,070  

% growth  5.5   6.5   10.2   25.2   0.2   7.5   19.3   17.0   12.8  

Raw Materials  1,124   1,208   1,354   1,654   1,814   1,829   2,116   2,543   2,853  

% of sales  46.1   46.5   47.4   46.2   50.6   47.4   46.0   47.2   47.0  

Personnel  601   704   753   914   899   1,124   1,480   1,665   1,866  

% of sales  24.7   27.1   26.3   25.5   25.1   29.1   32.1   30.9   30.7  

Other Expenses  350   355   356   421   265   261   263   283   319  

% of sales  14.4   13.7   12.5   11.7   7.4   6.8   5.7   5.3   5.3  

EBITDA  362   329   396   592   610   644   743   892   1,032  

EBITDA Margin (%)  14.8   12.7   13.9   16.5   17.0   16.7   16.2   16.6   17.0  

Depreciation  10   13   29   43   73   67   69   75   80  

EBIT  352   316   367   549   538   577   675   816   952  

Interest Expenses  43   47   52   48   51   34   27   20   18  

PBT From Operations  309   269   315   501   486   543   648   796   934  

Other Income  22   19   23   22   39   41   82   86   90  

Exceptional items  -     -     -     -     -     -     -     -     -    

PBT after Exceptional  330   289   338   523   525   584   730   883   1,025  

Tax-Total  112   88   94   141   139   129   184   222   258  

Effective Tax Rate (%) 34% 30% 28% 27% 26% 22% 25% 25% 25% 

PAT  218   201   244   382   387   454   546   660   767  

Minority Interest  -     -     -    -  -    -  -    -  -    

Extraord. items -Adj.  -     -     -     -    -  -     -     -     -    

Reported PAT  185   201   244   382   387   454   546   659   766  

Exhibit 19: Key Ratios 
Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Growth ratios (%)          

Net sales 5.5  6.5   10.2   25.2   0.2   7.5   19.3   17.0   12.8  

EBITDA 39.2  (9.1)  20.3   49.4   3.1   5.6   15.4   20.0   15.7  

Adjusted Net Profit 8.6  8.8   21.5   56.5   1.2   17.6   20.2   20.7   16.2  

Margin Ratio (%)          

EBITDA Margin  14.8   12.7   13.9   16.5   17.0   16.7   16.2   16.6   17.0  

EBIT Margin  14.4   12.2   12.8   15.3   15.0   15.0   14.7   15.2   15.7  

PBT Margins  12.7   10.4   11.0   14.0   13.5   14.1   14.1   14.8   15.4  

PAT Margin  7.6   7.7   8.5   10.7   10.8   11.8   11.9   12.2   12.6  

Return Ratio (%)          

ROE  14.3   15.8   17.9   23.6   20.3   19.53   19.2   19.5   19.0  

ROCE  15.0   13.8   15.3   20.1   18.8   18.83   18.9   19.4   19.0  

ROIC  16.4   15.1   16.7   23.2   21.8   24.8   28.7   35.2   40.5  

Turnover Ratio days (days)          

Gross Block Turnover Ratio  1.9   2.1   2.1   2.5   2.5   2.6   3.0   3.5   3.9  

Debtors Period  74   71   75   66   69   61   62   64   64  

Creditors Period  39   31   37   25   23   26   27   26   26  

Cash Conversion Cycle  36   40   38   41   45   35   35   38   38  

Solvency Ratio (x)          

Debt-Equity 0.3  0.3  0.3  0.2  0.1  0.1  0.0  0.0  0.0  

Net Debt-Equity 0.1  0.2  0.1  0.0  0.0  0.0  0.0  0.0  0.0  

Current ratio 1.6  1.9  1.8  2.1  2.3  2.5  2.7  3.0  3.4  

Interest coverage ratio 0.1  0.1  0.1  0.1  0.1  0.1  0.0  0.0  0.0  

Gross Debt/EBITDA 0.9  1.3  1.1  0.7  0.4  0.3  0.1  0.1  0.1  

Dividend          

Dividend per share NA 3.0 3.5 4.0 4.5 5.0 5.5 6.0 6.5 

Dividend Payout (%) 25 28 35 40 45 50 55 60 65 

Dividend Yield (%)  1.3   1.2   1.6   1.4   3.3   1.4   0.8   0.9   1.1  

Per share (Rs)          

Basic EPS (reported)  17.4   18.8   24.5   38.4   38.9   45.7   54.9   66.3   77.1  

Book Value  121.2   117.1   148.9   176.3   207.4   260.8   310.2   370.5   441.1  

CEPS  18.3   20.0   27.4   42.7   46.2   52.4   61.8   74.0   85.1  

Number of Shares (mn) 11 11 10 10 10 10 10 10 10 

Valuation          

P/E  10.0   11.6   9.3   7.1   6.6   23.4   19.5   16.2   13.9  

P/BV  1.4   1.9   1.5   1.5   1.2   4.1   3.5   2.9   2.4  

EV/EBITDA  5.4   7.7   6.1   4.5   3.8   3.3   12.5   9.8   7.8  

EV/Sales  0.8   1.0   0.8   0.8   0.7   0.5   2.0   1.6   1.3  

Source: Company, MNCL Research Estimates 
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Exhibit 20: Balance Sheet 
Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

SOURCES OF FUNDS          

Capital  104   105   99   99   99   100   100   100   100  

Reserves & Surplus  1,186   1,146   1,381   1,654   1,962   2,493   2,984   3,585   4,286  

Shareholders’ Funds  1,290   1,250   1,480   1,753   2,062   2,593   3,084   3,684   4,386  

Minority Interest  29   58   61   48  - - - - - 

Total Loan Funds  324   419   425   390   255   200   100   80   70  

Deferred Tax Liabilities-Net - - - - - - - - - 

Total Liabilities  1,643   1,727   1,966   2,191   2,317   2,793   3,184   3,764   4,456  

APPLICATION OF FUNDS          

Gross Block  1,494   1,482   1,731   1,701   1,859   2,013   2,023   2,033   2,048  

Accumulated Depreciation  237   209   237   279   349   420   488   563   643  

Net Block  1,257   1,273   1,494   1,421   1,510   1,594   1,535   1,470   1,406  

CWIP  -     -     -     -     -     -     -     -     -    

Net Fixed Assets  1,257   1,273   1,494   1,421   1,510   1,594   1,535   1,470   1,406  

Investments  27   -     -     -     122   187   264   375   535  

Inventories  -     -     -     -     -     -     -     -     -    

Sundry debtors  496   507   584   650   675   644   782   944   1,064  

Cash  201   223   300   401   429   900   1,326   1,842   2,431  

Loans & Advances  208   18   26   21   1   17   15   18   20  

Other assets  85   217   225   293   363   393   420   465   493  

Total Current Asset  991   965   1,135   1,364   1,469   1,954   2,543   3,269   4,008  

Trade Payables  258   221   286   243   229   270   340   383   432  

Current Liabilities  257   259   340   308   421   481   560   649   712  

Provisions  118   31   36   43   66   108   151   177   166  

Net Current Assets  359   454   472   770   752   1,094   1,492   2,059   2,698  

Total Assets  1,643   1,727   1,966   2,191   2,317   2,793   3,184   3,764   4,456  
 

Exhibit 21: Cash Flow 
Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Operating profit before WC changes 345 356 426 600 640 686 743 892 1032 

Net change in working capital  48   (12)  (15)  (102)  (27)  73   (68)  (119)  (72) 

Cash flow from operating activities (a)  256   211   302   266   561   698   609   619   723  

Capital Expenditure  15   29   48   19   129   71   10   10   15  

FCF  268   214   288   282   470   654   619   624   722  

Cash flow from investing activities (b)  (65)  (205)  (144)  (21)  (256)  (115)  (1)  (3)  (42) 

Cash flow from financing activities (c)  (174)  17   (80)  (144)  (276)  (113)  (182)  (100)  (92) 

Net change in cash (a+b+c)  17   23   77   100   29   471   426   516   589  

Source: Company, MNCL Research Estimates 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management 

and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with 

clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India 

(Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 

offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources 

believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial 

instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile 

application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 

networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 

expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be 

and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to 

clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 

information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 

performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be evaluated 

keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period of time  

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based 

on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as 

such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 

or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 

error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 

be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and 

employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from 

any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained 

therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific 

publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 

except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 

therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 

update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire 

risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation 

of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 

Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should 

consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research 

reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign 

currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from 

the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 

basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 

valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, 

reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations 

change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by 

MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 

companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 

reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 

therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments 

of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any 

recommendation and related information and opinions.  
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this 

document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign 

jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%  

 

Monarch Networth Capital Ltd. (www.mnclgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. UdyogBhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 
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