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Key Metrics

Return on Equity (ROE): 16.7%
Return on Capital Employed : 21.8%
Dividend Yield : 0.65%

Price to Book Value (P/BV): 2.51

5 Year Compounded Profit Growth: 12%
Cash conversion cycle: -12 days
Promoter Holding : 68.54%

PEG: 1.36

Return on Assets 12m : 14.47%
Price to Free cashflow : 40.04

Debt to Equity :0

Financials

LAST3YEARS PERFORMANCE (on a
consolidated basis)

Particulars (INR Cr) Mar-21 Mar-22 Mar-23
Sales 291 337 546
Expenses 105 117 179
Operating Profit 186 220 367
OPM % 64% 65% 67%
Other Income 65 44 45
Interest 8 9 12
Depreciation 26 28 B8
Profit before tax 216 226 367
Tax % 20% 16% 21%
Net Profit 172 189 291
Net Profit% 59% 56% 53%
EPSin Rs 24.48 26.85 41.25
Dividend Payout % 12% 11% 11%,

Q-0-Q PERFORMANCE (in INRCr)
(on a consolidated basis)

Particulars (INR Cr)  Sep-22 Dec-22 Mar-23 Jun-23
143 1 1 137

Sales 43 57

Expenses 42 61 58 51
Operating Profit 101 82 99 86
OPM % 1% 57% 63% 63%
Other Income 16 19 20 25
Interest 5 3 2 3
Depreciation 8 8 9 14
Profit before tax 104 90 109 94
Tax % 22% 22% 22% 19%
Net Profit 82 70 85 76
Net Profit % 57.3% 49.0% 54.1% 55.5%
EPSinRs 11.62 9.95 12.06 10.8,

Balance Sheet (INRCr) (on a
consolidated basis)

‘ Particulars Mar-21 Mar-22 Mar-23

Share Capital 14 14 14
Reserves 1,515 1,684 1,950
Borrowings 0 1 0
Other Liabilities 293 273 298
Total Liabilities 1,822 1,972 2,263
Fixed Assets 759 846 804
CWIP 51 82 86
Investments 810 846 1,161
Other Assets 202 197 212
Total Assets 1,822 1,972 2,263,

About the company

NESCO (hereinafter referred to as the “company”) is engaged in providing facilities/
infrastructure for exhibitions, MICE (Meetings, Incentives, Conferences & Events), real
estate and central kitchen services. The company has 60k square meters of space for
exhibitions with an annual footfall of more than 20 million visitors. The company owns
several exhibition, conference and celebration halls across different parts of Mumbai.
The Bombay Exhibition Center has state-of-the-art facilities to manage a wide spectrum
of events. The company has also invested in building I'T parks with latest facilities for
leasing out to corporates.

Stock Price trend versus S&P BSE Sensex- last 3 years

Price trend (Past 3 years)

——NESCO

NESCO Stock price

——Sersex

Opver the past 3 years, stock price for NESCO has been range-bound and has been oscillating
between 500 and 700. (Beta -0.51)

Product Segments/ Revenue Mix
The company has following key product segments:

1. Nesco IT Park: The property spread across several million square meters
accommodates some of the top multinationals such as HSBC, KPMG,
PwC, BlackRock, etc. The company has also inaugurated new restaurants
such as Foo, Smoke House Delj, etc. in the campus. The company derived
INR 295 crores (-54% of the FY23 revenue) from this segment.

2. Guest Exhibition & Events: Guest exhibition contributed INR 149
crores (27% of FY23 revenue) whereas events contributed INR 6 crores
(1% of the total revenue)

3. Nesco Foods: This

segment focuses on outdoor Revenue Mix
catering for events,

meetings, weddings, etc.

Revenue from the foods 8%
segment was INR 48 crores.

4. Indrabator: Under this
segment, the company offers
shot-blasting machines, Air
Pollution control systems,
painting systems etc. *NescolTPurk  « Guest Exbibition  « NescoFcods = Indrsbator
Revenue from this segment
was INR 46 crores

Source : Company annual report FY23
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SWOT Analysis

Strengths:

1. Strong demand for its exhibition centres
can be confirmed from the fact that
immediately after COVID restrictions
were lifted off, the company reached pre-
COVID revenue levels in FY23.

2. The company is sitting on sizeable cash
position with minimal working capital
requirements. It can comfortably fund its
capex from internal accruals and charter an
aggressive growth path for the future.

3. The company has ownership/lease rights
for some of the top locations in Mumbai.

Weakness:

The company faces severe competition in all
its segments and hence, will require
significant investments to stay relevant.
Also, increasing competition may impact
margins in the future

Opportunities:

1.The company currently has 9o%
occupancy in its IT park. If the demand
persists, company can get better rental
yields and lease terms.

2. Opportunity to grow the foods segment
through alliances with other restaurants,
expanding product portfolio.

Threats:

1. IT Parks: Downsizing of office space by
companies post COVID-19 may slower
demand. Need for greener spaces may
require greater investment. Competition in
financing terms may impact cash flows.

2. Exhibitions: Restrictions of Chinese
firms can lead to reduced participation
from China, and hence, impact demand/
participation in events

RATINGS

All ratings mentioned in this report refer to
a 12 month horizon, unless mentioned
otherwise

RATINGS =

BUY >15% Retun
HOLD 5% to 15% Retumn
REDUCE 0 to 5% Return
SELL Negative Return
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Investment trigger/ Growth drivers

1. Upgradation of Towers in IT park: the company is in the process of
upgrading Tower 2 ( 4.6 million sq.ft.) with latest infrastructure
facilities, which will allow for better rental yields and higher demand

2. New restaurants and expansion of outdoor catering business: Revenue
from Foods segment has grown 4x in the past year from INR 11 crores
to INR 49 crores. With the lifting of COVID restrictions and new
restaurants getting operationalised, foods and outdoor catering
segment will continue to grow the top line.

3. Indrabator: Improvement in capacity utilisation/ efficiency through
more no. of shifts, focus on large size orders and exports.

Financial Outlook & Valuation

The company has delivered on an average 15-20% Y-o0-Y sales growth
historically(excluding the COVID period). Assuming the trend continues company
over the next three years, and with OPM close to 65% and Net profit in the range of
40%, the intrinsic value of its equity share is around INR 800 to INRgoo (13% -30%
increase from the current levels). PE multiple considered for the purpose is in the
range of 16-18x, which is reasonable considering the historical trend of 20x multiple
enjoyed by the company. There are no direct comparable peers for the company.
However, if we look at Hotels & Restaurants business , the average industry PE for

the segment is 33x, much higher than the multiples considered for computing value

here.
Particulars (INR Cr) Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26
Sales 361 432 291 337 546 628 722 830
Sales Growth % 12% 20% -33% 16% 62% 15% 15% 15%
128 154 105 117 179 220 260 307
Operating Profit 233 278 186 220 367 408 462 523
OPM % 1 1 1 1 1 1 1 1
Other Income 32 43 65 44 45 40 40 40
Interest 5 6 8 9 12 12 12 12
Depreciation 12 22 26 28 33 36 40 44
Profit before tax 248 292 216 226 367 400 450 507
Tax % 27% 20% 20% 16% 21% 21% 21% 21%
Net Profit 180 234 172 189 291 316 356 401
NP% 50% 54% 59% 56% 53% 50% 49% 48%
No of shares ( in crores) 7 7 7 7 7 7 7 7
EPS in Rs 26 33 24 27 41 [ 45 50 57 |
PE 18x 17x 16x
Intrinsic value 806 850 909

As per Discounted Cash Flow (‘DCF”) Method, intrinsic value is in the range of INR
800- INR 1300.

all numbersin crores
Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26 Mar-27 Mar-28  Terminal
Projected Year 1 2 3 4 5 5
FCF 132.00 150.00 176.00 165.90 204.34 216.64 294.48 329.67 329.67
Discount Factor 1.08 1.16 1.25 1.34 1.45 0.06
Discounted 154.07 176.24 173.52 219.05 227.74  5921.82
Enterprise Value 6872
Net Debt -18
Fair Value (INRCr) 6890
Shares Outstanding (in cr) 7
Intrinsic value of equity (INR) 976
Sensitivity Analysis Terminal Growth rate
976 2.0% 2.5% 3.0% 3.5%
(@) 7.7% 976 1,061 1,165 1,294
O
; 8.2% 906 978 1,064 1,168
8.7% 795 848 910 983
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Disclosures

I, Esha Parikh; author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the subject issuer(s) or
securities. I am an individual analyst registered with SEBI Reg No: INH000012999 as a Research Analyst. It is also confirmed that as an Analyst of this report, I have not received any
compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

The information and opinions in this report have been prepared by me and is subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to
the media or reproduced in any form, without prior written consent from me. While | would endeavour to update the information herein on a reasonable basis,| am under no
obligation to update or keep the information current. This report is based on information obtained from public sources and sources believed to be reliable, but no
independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not
be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.
Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based
on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. | accept no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities
markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without
notice. | have not been engaged in market making activity for the companies mentioned in the report.

This report is not directed 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, regulation or which would subject me to any registration or licensing requirement within such jurisdiction. The securities described herein may or may
not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

This report has been prepared and reviewed, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.



